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QUESTIONS TO CONSTITUENTS

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)?

- Chapter 2 provides a solid and broadly complete description of connectivity types and
mechanisms, and is well aligned with how ESRS, ISSB Standards and the 2025 IFRS MCPS
articulate “connections”, “coherence” and the disclosure of current and anticipated financial
effects. The distinction between explanations that “tell a story”, coherence, consistency,
cross-referencing/reconciliation, current financial effects and intertemporal connectivity
reflects how users and regulators have been thinking about high-quality, connected
reporting, and responds to evidence that such connectivity improves understandability and
reduces information asymmetry. However, the paper itself acknowledges that connectivity is
a “porte-manteau” term and that terms like coherence and consistency are sometimes used
as synonyms and sometimes as distinct notions, so the framework will need careful
explanation and practical examples to avoid confusion in application, particularly outside
climate-related disclosures where practice is less mature

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?

- In addition to the mechanisms described in Chapter 2, it would be useful to highlight
explicitly some practices that are emerging in the market and are only implicit in the paper.
These include: structured scenario- and sensitivity-linkage, where key sustainability
scenarios and assumptions are clearly connected to specific line items, discount rates or ECL
parameters such as simple mapping tools like connectivity “matrices” that show, in one place,
how each material sustainability-related risk/opportunity links to the sustainability
statement and to affected financial statement captions now and in the future, and more
explicit process-connectivity disclosures explaining how governance, risk, finance and
sustainability functions interact to ensure integrated data, assumptions and decisions. Over
time, digital mechanisms such as consistent tagging of the same concepts across reports and
machine-readable cross-references could also be recognised as distinct mechanisms that
support the paper’s objectives of clearer, more navigable connectivity.
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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.

- The suggestion in paragraph 2.24 that the IASB should develop explicit connectivity-related
requirements within IFRS Accounting Standards is, in principle, appropriate and timely,
provided it remains principles-based and respects the self-contained objective of the
financial statements. ESRS, ISSB Standards and the IFRS MCPS already contain explicit
expectations around connection and coherence across reports, while EFRAG’s review of 72
annual reports and the cited academic work show that connectivity in practice is uneven,
with many entities still providing weak or no explicit linkage between significant
sustainability-related matters and the financial statements. Carefully drafted connectivity
requirements in IFRS—focused on explaining when material sustainability-related risks and
commitments do and do not have financial statement effects, and on clear signposting
between related disclosures—would help reduce expectation gaps and support more
consistent, decision-useful reporting, without turning the notes into a duplicate sustainability
report.

QUESTION 2 - CHAPTER 3: OVERVIEW OF ILLUSTRATIONS, AND ILLUSTRATIONS IN THE
SUPPLEMENTAL DOCUMENT

a) Do you have any comments on the practical usefulness of the 17 illustrations on
connectivity in the Supplemental Document? Are you aware of any obstacles that your
company or other companies you are familiar with may face in applying the mechanisms of
connectivity illustrated in the Supplemental Document?

b) Table 3.1 in Chapter 3 outlines the types and mechanisms of connectivity of reported
information for the different illustrations in the Supplemental Document. Which of these do
you consider most useful and why? If you have a view on this, please indicate under what
circumstances it would be suitable or unsuitable to apply any of the mechanisms of
connectivity shown in the illustrations.

- In our opinion, the most useful mechanisms in Table 3.1 are those that make a direct,
readable bridge between sustainability topics and concrete financial statement impacts
through disclosures of current financial effects, clear explanations that reconcile narrative
and numbers, and targeted cross-references or reconciliations between sustainability
metrics and specific line items. These best address what users say they want through
coherence and a clear view of anticipated and current financial effects, while reducing
perceived inconsistencies when, for example, climate risks look significant in the front half
but seem absent from the notes. They work particularly well where there is a clear
transmission channel and reasonable measurement basis. They become less suitable when
effects are too remote or speculative to quantify reliably, in which case high-quality narrative
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coherence and an explicit explanation of “why no financial effect (as of yet)” are more
informative than forced numbers or dense, mechanical cross-referencing that are not easy to
read/decode.

QUESTION 3 - CHAPTER 4: AGGREGATED OBSERVATIONS ON THE CONNECTIVITY OF
REPORTED INFORMATION a) What is your view on the aggregated positive observations,
observations on anticipated financial effects, and areas of attention to enhance the
connectivity of reported information reflected in paragraphs 4.12 to 4.35? If any, what other
observations or points of attention for the connectivity of reported information have you
noticed with respect to current reporting practices?

- The findings in 4.12-4.35 show that connectivity seems to be improving, especially for
climate: some entities now offer coherent narratives and, in better cases, explicit links
between sustainability matters and specific financial statement line items or key
assumptions, which clearly supports user decision-making. At the same time, practice is
patchy as anticipated financial effects are often generic and climate-only, many material
sustainability risks outside the financial statements are not clearly connected back to the
numbers (or to an explanation of why there is no current effect), and segment disclosures
frequently under-reflect sustainability themes, all of which sustains expectation gaps and
perceived inconsistencies. From current practice more broadly, one additional point of
attention is that connectivity is still largely narrative and manual rather than a systematic
process: few entities provide a stable, table-style mapping from each material sustainability
topic to the relevant metrics and financial statement captions over time, which would make
it much easier for users to track how anticipated effects translate into recognised effects
across reporting periods.

b) How can the areas of attention, in paragraphs 4.27 to 4.35, related to the connectivity of
reported information be addressed? What would be the required efforts to improve the
connectivity of reported information? - These areas may be addressed by offering clearer
guidance from standard setters on how and when to explain current and anticipated financial
effects, stronger supervisory focus on enforcing linkages and general improvements on
internal mapping processes by entities when it comes to sustainability topics and specific
financial statement captions and assumptions. On a more general note, this requires front-
loaded effort to align finance and sustainability processes and data, plus some targeted
training and illustrative guidance for preparers, auditors and enforcers, but once that
mapping and governance are in place, maintaining connectivity should become an
incremental rather than a transformational task each year.

c) If you are a user of the information in the annual report, if you agree or disagree with the
preliminary feedback received on the usefulness of the connectivity of reported information,
which is reflected in paragraphs 4.36 to 4.45, please explain why. If at all, how does the
connectivity of reported information enhance your analysis of companies?
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QUESTION 4 - CHAPTER 5: CONSIDERATIONS FOR ENHANCING THE CONNECTIVITY OF
REPORTED INFORMATION AND RELATED ASPECTS Standard setter consideration:
Clarifying the borders of the financial statements with respect to disclosures in the notes to
the financial statements (analysed in paragraphs 5.12 to 5.43) a) In paragraphs 5.12 to 5.43,
it is argued that clarifying the borders of financial statements with respect to the disclosure
of unrecognised sustainability-related intangibles, sustainability-related commitments for
future investments, and synergies from business combinations in the financial statements
would be an enabler of connectivity. If you either agree or disagree with this view, please
explain why.

Overall, we do not see a pressing need for financial reporting standard setters to undertake
further work to clarify the borders of the financial statements for these topics. The existing
IFRS framework and the control concept already provide a clear and well-understood
boundary for what belongs in the financial statements, and—applying that boundary
consistently is preferable to expanding it through additional sustainability-related narrative
disclosures. While better explanations of key resources, and synergies are important for
connectivity, we consider that such information is generally more appropriately provided in
management or sustainability reporting.-Nevertheless, where specific information is relevant
to users’ understanding of the financial statements, entities may provide-explanatory -under
existing IFRS principles, provided these do not imply recognition or alter existing definitions.

b) Paragraphs 5.20 to 5.22 outline suggestions for determining when information on
sustainability-related unrecognised intangibles should be disclosed in the financial
statements (i.e. if such information meets the needs of users). If you either agree or disagree
with these suggestions, please explain why.

While we have reservations regarding the suggestions in paragraphs 5.20-5.22 to develop
specific criteria for sustainability-related unrecognised intangibles, we consider that the
existing IFRS Conceptual Framework and disclosure should continue to guide and disclosure
decisions. Where-information about sustainability-related resources and relationships is
relevant to entities may provide appropriate explanatory information without implying
recognition or creating new categories within IFRS. Such information may be more
appropriately located within sustainability or management reporting, with-linkage to the
financial statements where relevant.

c) Paragraphs 5.31 to 5.35 outline the mixed views that EFRAG has heard on whether
forward-looking information (e.g. climate-related commitments on future Capex), which is
not related to the defined elements of the financial statements, should be disclosed in the
financial statements. In this regard, some stakeholders have suggested that application
guidance for paragraph 31 of IAS 1 (paragraph 20 of IFRS 18), which is related to qualitatively
material information about exposures, should be developed in addition to the existing IASB
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educational material and illustrative examples. What is your view on whether such
disclosures should be in the financial statements and on the suggested development of
application guidance for paragraph 31 of IAS 1 (paragraph 20 of IFRS 18)?

On forward-looking information such as climate-related capex commitments that are not
linked to defined elements of the financial statements, our view is that these should not result
in the creation of new elements within IFRS. However, stating that such information should
remain entirely outside the financial statements may be too restrictive. Where such
information is relevant to users’ understanding, entities could consider providing
appropriate disclosures, particularly in relation to assumptions,—uncertainties,
and potential financial impacts, without implying recognition. We also note a potential
comparability consideration whereby entities subject to more extensive sustainability
reporting requirements (such as CSRD) may provide more detailed disclosures than entities
outside scope, even where similar underlying circumstances exist. This may create perceived
inconsistencies in financial reporting, which standard setters may wish to consider.

d) In paragraphs 5.39 to 5.43, it is suggested that identifying indicators (including event
triggers) of the change in the nature or level of measurement uncertainty of items disclosed
in the sustainability statement/disclosures and the rest of the management report, such that
they could qualify to be recognised as assets or liabilities or disclosed as contingent assets or
contingent liabilities in future period financial statements, could be helpful for the
assessment of intertemporal (across reporting periods) connectivity. Based on your
experience with the information disclosed in annual reports, if you agree with this view, do
you have any suggestions for indicators that items disclosed outside the financial statements
may change their nature and level of measurement certainty and qualify to be recognised or
disclosed in future-period financial statements? If you disagree with this view, please explain
why.

The idea of identifying indicators or triggers that items disclosed outside the financial
statements may in future meet recognition or contingent disclosure thresholds is
conceptually interesting. However, care should be taken to avoid creating an additional quasi-
framework or increasing complexity Existing IFRS concepts (e.g. probability, reliable
measurement, and events giving rise to obligations or impairment) should remain the
primary basis for assessment. Where relevant to users, entities may provide explanatory
information on how certain sustainability-related matters could, over time, evolve into
recognised assets, liabilities or contingent, but any such disclosures should be guided by
existing IFRS principles rather than a separate set of indicators.
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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.

- We agree that differences in the level of disaggregation between the financial statements
and the sustainability statement should not, in themselves, be viewed as a problem. They
usually reflect different materiality perspectives and reporting objectives: financial
statements are designed to be standalone and self-sufficient, while sustainability reporting
often follows a different lens (e.g. impacts, value chain, or thematic structures). Forcing the
same level or pattern of aggregation across both risks undermining clarity and conciseness
in the financial statements, especially if preparers feel compelled to “rebuild” the primary
statements to mirror the sustainability report rather than follow the management approach
and IFRS presentation principles.

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.

At this stage, we do not see a compelling case for revisiting IFRS 8 solely to force greater
sustainability alignment. Enhancements in connectivity may instead be achieved through
clearer disclosures in the sustainability statement explaining how sustainability
considerations relate to segment reporting.

QUESTION 6 - CHAPTER 5: CONSIDERATIONS TO BE ADDRESSED BY MULTIPLE
STAKEHOLDERS Do you have any additional suggestions or comments for the following
considerations? a) Assessing differences in reporting boundaries (i.e. the entities, assets and

sites/operations reported on) between different reports (analysed in paragraphs 5.55 to
5.60)
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- A useful additional point on reporting boundaries is the assurance dimension. As practice
evolves, it would be helpful for standard setters and regulators to clarify expectations where
different reporting boundaries are applied across financial and sustainability reports, and
especially where those sections are subject to different levels of assurance. In particular,
where boundaries legitimately differ (for example, equity-method investees, joint ventures
or certain value-chain elements), preparers should be encouraged to explain those
differences succinctly and to indicate clearly which information is, and is not, covered by
assurance, so users do not misinterpret the degree of alighment or comfort.

b) Enhancing connectivity in organisational processes (analysed in paragraphs 5.61 to 5.63)

- On organisational processes, one specific consideration is the coordination of assurance
over connectivity itself. In situations where different teams or even different firms provide
assurance over financial and sustainability reporting, there needs to be clarity on who is
responsible for checking and challenging the consistency and linkages between the two parts
of the annual report. This could be supported by expectations that at least one party takes
explicit responsibility for reviewing key cross-references, reconciliations and explanations of
(non-) financial effects, and by encouraging audit committees to oversee how finance, risk
and sustainability functions work together to produce connected information.

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

a) 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?

- Itis reasonable to agree that structured data is not yet used to its full potential for enhancing
connectivity. Over time, wider and more consistent use of structured formats can make it
easier to link and compare information across reports, especially if combined with Al tools
that can process large data sets and highlight incoherences or contradictions.

QUESTION 8 - OTHER
If any, what aspects of connectivity that are not addressed in the DP would you like to raise?

-We believe the paper doesn’t sufficiently acknowledge one of the main benefits of
connectivity, namely reducing risks of greenwashing. With proper connectivity, this comes
as a natural consequence, ultimately bridging the gaps in reporting standards and
harmonization efforts across Member States.



