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1. Introduction and overall response 

The European Federation of Accountants and Auditors for small and medium-sized enterprises (EFAA 

for SMEs) appreciates the opportunity to provide comments on EFRAG’s Discussion Paper (DP) 

“Connectivity of Financial and Sustainability Reporting” published on 17 December 2025. 

EFAA for SMEs represents accountants and auditors providing professional services primarily to SMEs 

across Europe. Our constituents are mainly small and medium-sized practitioners (SMPs), including a 

significant number of sole practitioners. EFAA members are therefore often SMEs themselves, 

providing services such as accounting, bookkeeping, tax, audit and business advice to SMEs. EFAA 

represents 15 national organisations with more than 400,000 individual members. 

 

2. Key messages from SME and SMP perspectives 

We broadly support EFRAG’s work. The DP rightly frames connectivity as a broader reporting-quality 

attribute. It identifies observed gaps including inconsistent terminology and potential underreporting 

in segment disclosures and highlights that progress will require a multi-stakeholder effort including 

preparers, standard setters, auditors and enforcers. 

The following comments are principle-based and focus on those aspects of connectivity most relevant 

to SMEs and the SMPs supporting them, particularly SMEs that are not directly in scope of mandatory 

sustainability reporting but are increasingly affected via value chain requests, as well as those 

undertaking sustainability reporting on a voluntary basis. 

2.1 Connectivity guidance will succeed only if it is scalable and proportionate. For many SMEs, the 

current practical reality of “connectivity” is not an integrated annual report, but a growing number of 

requests from larger companies and banks for sustainability data (often via questionnaires). We are 

concerned that, without clear guardrails, connectivity ambitions will unintentionally increase the 

indirect burden on non-listed SMEs. Connectivity initiatives that improve alignment and coherence at 

the large-company level should also include a parallel workstream on how to avoid simply pushing 

complexity down the value chain in a “trickle down” effect. 

2.2 The role of SMPs in enhancing reporting quality through improved connectivity in SME reporting is 

crucial. SMPs act as a key implementation channel as trusted advisors to SMEs, translating high-level 

reporting concepts into practical, operational solutions. Consequently, meaningful improvements in 

connectivity will materialise only if SMPs are adequately equipped to deliver connectivity in practice. 
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In particular, SMPs need access to: 

• practical templates and illustrative examples that can be applied across a broad range of SME 

contexts; 

• proportionate, affordable digital tools that support connectivity without replicating large-

entity reporting systems; and 

• assurance-ready guidance that reflects SME realities and does not presuppose the governance 

structures, data infrastructure or internal controls of large companies. 

2.3 From an SME/SMP perspective, initial efforts should focus on high-value, low-complexity forms of 

connectivity that are achievable and decision-useful. These include, in particular: 

a concise “connectivity map” or other clear template linking the most significant sustainability topics 

to the entity’s strategy, principal risks, key performance indicators and, where relevant, affected 

financial statement captions; and 

consistent cross-referencing and aligned assumptions across the annual report, with clear 

explanations where differences in scope, timing or measurement arise. 

We caution against creating a de facto expectation that companies must quantify forward-looking 

financial impacts at a level of precision that is not supportable, especially for SMEs (capacity 

constraints) and SMPs (assurance and liability constraints). 

2.4 Digital reporting can enhance navigation and comparability, but SMEs and SMPs need simple, 

affordable tools. We recommend that any digital connectivity ambitions remain optional for SMEs in 

early phases, build on interoperability (including taxonomy alignment), and avoid creating “tagging 

compliance” as a new cost layer. 

Given the limited time and technical resources of SMEs and SMPs, consultation and implementation 

support should rely on short templates, targeted micro-surveys and practical roundtables rather than 

complex technical documentation. It should not be forgotten that SMEs and SMPs are still in the early 

stages of preparing sustainability reports and are doing so on a voluntary basis; therefore, they must 

use the limited resources at their disposal step by step, without being overwhelmed by requirements.  

 

3. Responses to Questions  raised in the DP 

Response to Question 1(a) 

From an SME and SMP perspective, we particularly welcome the emphasis on narrative integration, 

coherence and consistency, which are often the most decision-useful and achievable forms of 

connectivity. We caution, however, that more complex mechanisms, such as detailed reconciliations 

and the quantification of anticipated financial effects, should be applied proportionately, with due 

regard to preparers’ capacities, methodological uncertainty and assurance considerations. 

Response to Question 1(b) 

From an SME and SMP perspective, we do not see a strong need to introduce additional types of 

connectivity beyond those identified in Chapter 2. Rather, we consider it more important to 
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operationalise and prioritise the existing mechanisms in a proportionate way. That said, one 

mechanism that could be made more explicit is the use of structured “connectivity summaries” or 

maps (for example, a short table or diagram) that link key sustainability topics to strategy, risks, KPIs 

and relevant financial statement captions. 

Response to Question 1(c) 

From an SME/SMP perspective, we urge caution regarding the introduction of explicit connectivity-

related requirements in IFRS Accounting Standards. Many SMEs do not prepare financial statements 

under IFRS. Nevertheless, changes to IFRS requirements for larger entities can indirectly increase 

reporting and assurance burdens for SMEs through value chain information requests and cascading 

data demands. There is therefore a risk that new connectivity requirements at the IFRS level could 

unintentionally amplify complexity and cost for SMEs that are not within the scope of those 

standards. For these reasons, we believe that, at this stage, educational material, illustrative examples 

and targeted clarifications of existing requirements are crucial. 

Response to Question 2(a) 

The illustrations are conceptually useful. As is to be expected at this stage, they are drawn mainly 

from large, complex entities applying IFRS Accounting Standards and ESRS, which limits their direct 

transferability to SMEs. We do not regard this as a shortcoming of the DP, but as a reflection of 

current reality: there are still very few SME sustainability reports from which SME-scaled illustrations 

could realistically be drawn, as most SMEs are not yet within the scope of sustainability reporting. As 

SME reporting practice develops, we encourage EFRAG to build a parallel set of SME-scaled examples 

in due course. 

In this regard, EFRAG's current call for VSME sustainability reports will itself generate a growing 

evidence base of real SME practice, and EFAA would be glad to contribute to developing SME-scaled 

connectivity illustrations from it. 

As the evidence base on SME reporting matures, notably through EFRAG's collection and analysis of 

VSME reports, we would encourage EFRAG to consider, as a logical next stage, developing 

connectivity guidance specifically scaled to SMEs and built on real-world evidence rather than 

extrapolated from large-entity practice. EFAA would welcome the opportunity to contribute to such 

work. 

Response to Question 2(b) 

From an SME/SMP perspective, the most useful mechanisms highlighted in Table 3.1 are: 

• coherence, including explanations that provide a more complete picture or clarify apparent 

inconsistencies across reports; and 

• consistency of narrative, assumptions and key figures across reporting sections. 

These mechanisms are particularly suitable where SMEs need to explain sustainability-related matters 

without creating complex reconciliations or introducing unsupported quantification. They are also 

well aligned with SMP workflows and assurance capabilities. 
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By contrast, mechanisms such as detailed reconciliations and the quantification of anticipated 

financial effects may be appropriate for larger, more complex entities with mature systems and 

robust governance. For SMEs, these mechanisms are often unsuitable or disproportionate, except in 

limited cases where impacts are clearly identifiable and data is readily available. 

Response to Question 3(a) 

EFAA for SMEs broadly agrees with the aggregated observations in paragraphs 4.12 to 4.35. In 

particular, we support the positive findings on improved narrative coherence and cross-referencing, 

as well as the cautious assessment of current practices on anticipated financial effects, which remain 

uneven and highly dependent on entity size and reporting maturity. 

From an SME/SMP perspective, a key additional point of attention is the indirect impact on SMEs 

through value chains. While connectivity may improve at the level of large reporting entities, current 

practices risk transferring complexity, data demands and estimation uncertainty to SMEs that are not 

in scope of mandatory sustainability reporting and lack the resources to respond proportionately. 

Response to Question 3(b) 

From an SME/SMP perspective, improving connectivity requires limited but targeted efforts: clearer 

explanations of boundaries and assumptions, better internal consistency checks, and practical tools 

that SMPs can apply without relying on large-entity infrastructure. 

Response to Question 3(c) 

As users and advisers to users of SME financial and sustainability information, EFAA for SMEs broadly 

agrees with the preliminary feedback reflected in paragraphs 4.36 to 4.45. Connectivity is most useful 

where it clarifies relationships and explains inconsistencies, rather than where it attempts to provide 

highly granular or speculative quantification. 

For SMEs, connectivity enhances analysis primarily by improving understandability, credibility and 

comparability over time, helping users assess how sustainability-related matters relate to strategy, 

risks and financial position. Excessive complexity, however, risks reducing usefulness and should 

therefore be avoided through a strong emphasis on proportionality. 

Response to Question 4(a) 

EFAA for SMEs agrees that greater clarity on the borders of the financial statements with respect to 

sustainability-related disclosures can be an enabler of connectivity. Clearer articulation of what 

belongs in the financial statements, the notes, or outside the financial statements would support 

consistent application and reduce uncertainty for preparers and SMPs. However, such clarification 

should remain principles-based and proportionate and should not create implicit expectations that 

sustainability-related information that does not meet recognition criteria must nevertheless be 

disclosed in the financial statements of SMEs. 

Response to Question 4(b) 

EFAA for SMEs broadly agrees with the suggestions in paragraphs 5.20 to 5.22, provided they are 

applied with strong emphasis on user relevance and proportionality. For SMEs, disclosures on 

unrecognised sustainability-related intangibles should be limited to cases where such information is 
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clearly decision-useful and can be explained reliably. We caution against expanding disclosures in this 

area in a way that would require complex valuation exercises or speculative quantification, which 

would be particularly challenging for SMEs and SMPs. 

 

Response to Question 4(c) 

From an SME/SMP perspective, EFAA for SMEs is cautious about including forward-looking 

sustainability-related commitments (such as future climate-related Capex) in the financial statements 

where they do not relate to recognised elements. Many SMEs do not report under IFRS, yet new IFRS-

level expectations can indirectly increase SME reporting and assurance burdens through value chain 

effects. Finally, the relationship between financial and sustainability information should not be used 

as an excuse to impose additional requirements on SMEs and their SMP advisors. 

Response to Question 4(d) 

EFAA for SMEs agrees that identifying indicators or event triggers signaling changes in measurement 

certainty can support intertemporal connectivity, provided this is applied pragmatically. For SMEs, 

such indicators should be used primarily as narrative signals rather than as triggers for immediate 

recognition or detailed quantification, in order to maintain proportionality and avoid undue 

complexity. 

Response to Question 5(a) 

EFAA for SMEs agrees with the view that differences in the level of disaggregation between the 

financial statements and the sustainability statement/disclosures are not inherently problematic, as 

they often reflect different materiality assessments, objectives and user needs in each report. From 

an SME/SMP perspective, attempting to force alignment in disaggregation levels could undermine 

proportionality and significantly increase reporting complexity without clear decision-use benefits. 

What is essential, however, is transparency: where different levels of disaggregation are used, 

entities, particularly larger ones, should clearly explain the reasons for these differences, enabling 

users and value chain partners to understand how information relates across reports. 

Response to Question 5(b) 

From an SME/SMP perspective, any review of segment reporting should remain principles-based and 

proportionate, and care should be taken to avoid changes that could indirectly increase reporting and 

assurance burdens for SMEs through value chain effects. 

Response to Question 6(a) 

EFAA for SMEs agrees that assessing and explaining differences in reporting boundaries is essential for 

meaningful connectivity. From an SME/SMP perspective, the key priority is clarity and simplicity. 

Where differences exist (e.g. financial consolidation perimeter versus value chain or operational 

boundaries in sustainability reporting), entities should provide plain-language explanations of what is 

included, what is excluded, and why. It is important to take into account the differences in the degree 

to which financial and sustainability reporting regulations are mandatory. 

Response to Question 6(b) 
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EFAA for SMEs supports efforts to enhance connectivity through improved organisational processes, 

but stresses that such efforts must be scalable and proportionate. Expectations around integrated 

systems or complex governance structures should be avoided for SMEs, as these would not be 

proportionate and could indirectly increase costs and complexity. Instead, practical checklists and 

consistency reviews embedded in existing reporting workflows as well as guidance and training 

targeted at SMPs, who play a central role in translating connectivity concepts into practice, would be 

particularly beneficial. 

Response to Question 7 

From an SME and SMP perspective, the main barriers are complexity, cost and limited practical 

relevance of current digital solutions. Many SMEs lack technical resources and systems to implement 

advanced tagging or structured reporting, while SMPs often face fragmented tools and limited 

interoperability across reporting frameworks. Without proportionate design and implementation, 

there is a risk that structured data becomes an additional compliance burden rather than an enabler 

of better reporting quality. The development of simple, low-cost digital tools and templates that SMPs 

can readily deploy for SME clients would be particularly beneficial. 

Response to Question 8 

While the DP focuses primarily on connectivity as a reporting outcome, from an SME/SMP perspective 

connectivity also depends on how sustainability considerations are integrated into budgeting, 

forecasting and investment decision-making. This is particularly relevant for SMEs, where ownership 

and shareholder structures often differ significantly from those of larger firms, and strategic, financial 

and sustainability decisions are frequently taken in a more integrated and owner-managed context. 

 

4. Closing 

EFAA for SMEs supports EFRAG’s effort to improve the quality of corporate reporting through better 

connectivity. We encourage EFRAG to ensure the next steps explicitly embed proportionality, protect 

SMEs from excessive value chain demands, and equip SMPs with practical guidance and tools to 

deliver connectivity in practice. 

 


