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Assirevi is the association of the Italian audit firms. Its members represent the vast 
majority of the audit firms licensed to audit companies listed on the Italian stock 
exchange and other public interest entities in Italy, under the supervision of CONSOB 
(the Italian Commission for listed companies and the stock exchange). 

Assirevi promotes and carries out technical research in the field of auditing, 
assurance and accounting and publishes technical guidelines for the benefit of its 
members. Assirevi is a founding member of OIC (Organismo Italiano di Contabilità – 
the Italian accounting standard setter) and collaborates with CONSOB, the Italian 
accounting profession and other bodies in developing auditing, assurance and 
accounting standards. 

Assirevi welcomes EFRAG’s initiative to explore how connectivity between financial 
statements and sustainability reporting can be strengthened, as we believe this topic 
is central to enhancing the quality, coherence and decision-usefulness of corporate 
reporting in the European and international context. 

Our comments on EFRAG Discussion Paper are grounded in practical experience from 
an assurance perspective, with particular attention to the interaction between IFRS 
Accounting Standards and ESRS Standards (including the recently published Draft 
Simplified ESRS). In our responses, we focus on areas where connectivity can be 
effectively enhanced while preserving the distinct objectives, boundaries and 
assurance levels of financial and sustainability reporting. 

In particular, our feedback: 

• supports the overarching objective of improving connectivity, while highlighting 
the structural differences between the conceptual frameworks underpinning 
financial and sustainability reporting; 
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• emphasises the importance of verifiability, traceability and auditability when
assessing connectivity mechanisms, especially from an assurance perspective;

• discusses critical challenges related to anticipated financial effects, reporting
boundaries, forward-looking information and measurement uncertainty;

• provides practical suggestions and examples to enhance connectivity, including
reconciliations, consistency of assumptions, transparency on boundaries, and
navigational tools, while cautioning against excessive cross-referencing that may
increase fragmentation and complexity, also from an assurance standpoint;

• encourages further coordination between EFRAG, IASB and ISSB to develop
principle-based guidance that supports connectivity without creating undue
complexity or divergence in practice.

We believe that clarifying the conceptual underpinnings of connectivity and providing 
operational guidance — particularly in relation to anticipated financial effects and 
intertemporal connectivity — would significantly support both preparers and users of 
corporate reports, while also supporting the execution of audit and assurance 
engagements. 

Our detailed comments to your questions are set out in the attached document. 

Should you wish to discuss our comments further, please do not hesitate to contact 
us. 

Yours faithfully, 

Gianmario Crescentino 
    Chairman 

(Enclosure) 
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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)?  

We agree with the concept that connectivity is a key attribute of high-quality reporting, 
enabling a holistic and coherent set of information within and across different sections 
of the annual report (such as the financial statements, sustainability 
statement/disclosures and other parts of the management report).  

However, we suggest reviewing the following connectivity attributes in Chapter 2 to 
better clarify their scope and the circumstances where they could be used:  

1. Repetition: we agree with the principle that financial statements are expected to 
be self-sufficient and that repetitions can play a role in enhancing 
understandability of the information reported. However, with reference to the 
sustainability statement, the ongoing simplification process carried on by the EC1 
to issue simplified ESRS appears to favour a reduction of unnecessary repetitions 
to avoid redundancies in the reporting; therefore, an excessive use of repetitions 
within the sustainability statement would seem inconsistent with such 
simplification process. 

Furthermore, while we generally believe that unnecessary duplication of 
information should be avoided, we do not think that this approach applies to 
every instance of duplication. Duplication may in fact be helpful and necessary 
where it provides contextual understanding and supports the interpretation of a 
disclosure. Conversely, excessive reliance on cross-referencing may lead to 
fragmentation and introduce complexity when relevant information is scattered 
in different sections of the annual integrated report (or financial statements). 

In our view, “repetition” should be considered in close connection with 
“incorporation by reference”. In this respect, as further discussed under point 2. 
below, it is important to note that international accounting standards do not 
generally permit cross references to other documents outside the financial 
statements. Accordingly, repetitions may serve as a useful mechanism to connect 
information included in the financial statements with information disclosed 
elsewhere in the annual report.  

By contrast, the use of repetitions in the sustainability statement (with the aim of 
duplicating information already disclosed in the financial statements or in other 
documents outside the sustainability statement) should be more limited.  

 
1  EFRAG tried to address critical concerns of the architecture of the ESRS Set 1 as well as overlaps between 
 the standards avoiding repetitions and supporting more concise and relevant reporting. The simplified 
 ESRS 1 par. 113 (new) states that repeating the same information within the sustainability statement may 
 obscure material information and impair the provision of concise and understandable information and 
 suggests, in case the same information is relevant to more than one DR, presenting the information 
 where it considers it to be most relevant and cross-refer to that location as appropriate. 
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In light of the above, we suggest providing clearer guidance on when repetition is 
appropriate in both financial and sustainability statements, specifying that 
repetitions are justified where they contribute to a coherent narrative and enable 
users and other stakeholders to understand different dimensions of the same 
matter across the report. 

2. Incorporation of information from another report by cross reference: we note that 
incorporation by reference of information or part of information requested by 
IAS/IFRS included in other documents outside the financial statements is 
generally not permitted, except in limited circumstances (i.e. IFRS 7). Accordingly, 
such mechanism cannot be considered as a substitute for disclosure 
requirements within the financial statements. 

Furthermore, we also note that the financial statements are subject to audit, while 
sustainability statements and other public documents are not subject to the same 
level of assurance. This raises the risk that incorporation by reference could 
extend the scope of the assurance to information contained in other documents 
for which assurance is either not required or provided at a different level.  

The draft simplified ESRS standards allow incorporation by reference only to 
specific types of documents, and the information incorporated must meet defined 
characteristics. As a result, the sustainability reporting framework itself sets 
certain limits that may reduce the usefulness of incorporation by reference as a 
connectivity tool2. 

In light of such limitations, we suggest a cautious approach to use cross-
referencing as a connectivity mechanism, by: 

- limiting its use to a purely navigational tool between different documents; 
and  

- preserving the integrity of both financial statements and sustainability 
reporting, ensuring that all information required by the accounting and 
sustainability standards can be retrieved within the relevant documents 
without the need to consult external documents.  

Please also refer to our comments under Question 1-b, Question 2-a and Question 
2-b.  

3. Fair presentation: we do not support the introduction of “fair presentation” as an 
attribute to enable connectivity within sustainability reporting, considering that 
such concept is different between the two frameworks being used for financial 
and sustainability reporting.  

While we acknowledge that EFRAG has introduced the notion of fair presentation 
in the Draft Simplified ESRS, we consider that this approach does raise significant 
concerns.  

First of all, the concept of “fair presentation” is clearly stated under the 
Accounting Directive for financial reporting, but it is not equally stated in the CSRD 
directive. The CSRD requires a compliance-based disclosure framework with 
regard to the assurance of the sustainability reporting (see Article 34(1)(aa) of the 
Accounting Directive).  

 

 
2  Ref. at this regard to par. 117 of Draft Simplified ESRS 1. 
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Secondly, under the sustainability framework, the notion of fair presentation is 
closely linked to the double materiality perspective, as double materiality 
requires taking into account a multi-stakeholder approach compared to the 
financial materiality perspective (used under the financial reporting framework). 
This creates significant challenges in defining a single set of user needs or 
assessing whether information “fairly presents” sustainability performance for all 
intended users.  

Also, the presence of multiple reliefs introduced in the Draft Simplified ESRS adds 
complexity and may increase uncertainty in applying the fair presentation 
principle.  

Furthermore, the fair presentation framework introduced in sustainability 
reporting requires entities to go beyond compliance with the ESRS. Where 
standardised disclosures are not sufficient to provide users with an 
understanding of the undertaking’s material impacts, risks and opportunities, 
companies may need to provide entity-specific information (including 
information relating to the value chain). This substantially expands management 
judgement and creates a significant area of uncertainty as to what constitutes fair 
presentation within sustainability reporting in practice. As a result, comparability 
across entities may be reduced and the application of this principle may become 
difficult to assess and enforce. 

Lastly, the concept of fair presentation in the context of IFRS financial reporting 
is hinged on a definition of items that is stable and not subjective. The 
sustainability framework, on the contrary, lacks a similar dimension of stability, 
which makes it difficult to understand how fair presentation should be achieved. 

Accordingly, we continue to believe that the concept of fair presentation should 
be removed from the sustainability framework and, consequently, suggest 
removing it also from the connectivity attributes outlined in Chapter 2. 
Alternatively, if the concept of fair presentation is retained, greater clarity must 
be provided on this concept in the context of a sustainability report: a clearer 
definition and guidelines are needed on how applying such concept to ensure a 
faithful and reliable representation of sustainability performance over time. 
Therefore, in order to consider “fair presentation” as a mechanism of connectivity, 
further clarification should be provided.  

4. Reporting boundary: we agree that reporting boundary is an attribute enabling 
connectivity, considering that IFRS Accounting Standards, Draft Simplified ESRS 
and ISSB Sustainability Standards are generally based on a similar reporting 
boundary principle (i.e. the financial control approach)3.  

However, we note some exceptions that may affect connectivity between financial 
and sustainability reporting, as described below:  

i. with reference to the information requirements on GHG emissions, the Draft 
Simplified ESRS standards propose a more flexible approach by giving 
undertakings the flexibility to use either a financial control approach or an 
operational control approach when defining the reporting boundary to be 
applied; such provision could affect the connectivity with the financial 
statements, which is based solely on the financial control approach;  

 
3  Under the financial control approach the perimeter for both financial statements and sustainability 
 statements is represented by the parent company and its subsidiaries and the entity’s share of assets 
 and liabilities in joint operations.  



 
 
 

Comments on Discussion Paper  
“Connectivity of Financial and Sustainability Reporting” 

   30 June 2026 
 

 4 

ii. unconsolidated subsidiaries, excluded from the boundary of the financial 
consolidation due to their low financial materiality, could be included in the 
perimeter of sustainability reporting considering their contribution to the 
Group’s sustainability IROs (also in case of entity-specific topics and metrics);  

iii. JVs and associates under operational control, excluded from the financial 
reporting boundary, with reference to specific climate metrics are included 
within the boundary of sustainability reporting.  

We therefore suggest integrating par. 2.8 of Chapter 2 by requiring greater 
transparency and a clear formalization of the assessments and considerations 
being made with regard to specific facts and circumstances which could cause 
different reporting boundaries, remarking the different rules governing the two 
sets of information. Similarly, where differences in reporting boundaries exist, not 
only the differences, but also their relative effects on connectivity, should be 
clearly and appropriately explained and made understandable to users.  

5. Anticipated financial effects: another important area of connectivity between 
financial and sustainability reporting relates to disclosures on anticipated 
financial effects (“AFE”). Such information may migrate from the sustainability 
statement/disclosures in a given reporting period to the current financial 
statements or the financial statements of future reporting periods. However, due 
to uncertainties related to occurrence and estimation, certain impacts disclosed 
as anticipated financial effects in the sustainability reporting may never be 
recognised in the financial statements of future periods.  

While these disclosures may represent one of the most relevant anchor points4 
between sustainability and financial reporting, they constitute at the same time 
a particularly sensitive and difficult area for preparers, as AFE are affected by 
significant estimation uncertainty and methodological limitations that may 
undermine the reliability of the information for intended users. Similarly, also 
from an assurance perspective AFE represent a very complex area: given the 
inherently uncertain nature of anticipated effects, auditors and other assurance 
providers shall use professional judgement and critically challenge the 
methodologies used, the key assumptions, including their consistency with other 
management assumptions (i.e. those used for budgets, impairment tests, capital 
planning, etc.) and pay attention to how such effects evolve over time, whether 
earlier expectations are updated, and whether significant revisions or reversals 
are adequately explained to users. 

We therefore suggest a particularly cautious approach in this area. Before 
including AFE as an attribute enabling connectivity, it would seem more 
appropriate to wait until the EFRAG Financial Reporting Board and the ISSB 
develop sufficiently robust methodologies to quantify those effects.  

In the meantime, disclosures could focus primarily on qualitative information 
describing how the company expects its financial position, financial performance 
and cash flows to evolve over the short, medium and long term.  

 

 

 
4  Ref. to “EFRAG Discussion Paper Connectivity of financial and sustainability reporting” - Table 2.1: 
 Sustainability statement/disclosures and financial statements anchor points - Disclosure of anticipated 
 financial effects (pag. 43) 
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To achieve this, more targeted qualitative disclosure requirements could be 
introduced. For example, entities could be encouraged to identify which line 
items, totals or subtotals in the financial statements are likely to be affected by 
specific sustainability‑related risks or opportunities. In addition, more detailed 
contextual information could be provided in order to improve an understanding 
of the nature and direction of AFE over time. Preparers could also indicate 
whether anticipated financial effects are expected to result in monetary amounts, 
as well as in changes in CAPEX aiming at mitigating such effects, or in recurring 
OPEX.  

In our view, such an approach would provide relevant information to users while 
acknowledging the current limitations in measurement methodologies with 
regard to AFE. 

Another aspect to consider is the structural difference between sustainability 
reporting and financial reporting with respect to AFE, both in terms of recognition 
criteria and time horizon. 

In financial reporting, for example, many sustainability-related risks and 
opportunities cannot be recognised or measured, even when they are clearly 
relevant for the business, because related accounting requirements are not met. 
This is typically the case when: 

- external factors and risks that may significantly influence the entity cannot 
be quantified with sufficient precision; or 

- quantifiable risks and opportunities do not relate to a past event, do not 
give rise to a present obligation, do not entail a probable economic outflow, 
or the relative financial effects cannot be estimated reliably. 

Under these conditions, anticipated financial effects remain outside the financial 
statements and related notes, even if they are strategically relevant.  

By contrast, sustainability reporting requires such matters, where material, to be 
described, analysed and quantified (on a best-effort basis), providing users with 
decision-useful information on how material risks and opportunities may affect 
the entity’s future financial position and economic performance, even when they 
do not yet meet the strict recognition and measurement criteria established 
under the IFRS framework5. 

 
5  Under IAS 1.125 “an entity shall disclose information about the assumptions it makes about the future, 
 and other major sources of estimation uncertainty at the end of the reporting period, that have a 
 significant risk of resulting in a material adjustment to the carrying amounts of assets and liabilities 
 within the next financial year”. Also IAS 37 requires disclosure, in specified circumstances, of major 
 assumptions concerning future events affecting classes of provisions: in this regard, “a provision is a 
 liability of uncertain timing or amount” (IAS 37.10) and shall be accounted for in the financial statements 
 if specific requirements are met: “a provision shall be recognised when: (a) an entity has a present 
 obligation (legal or constructive) as a result of a past event; (b) it is probable that an outflow of resources 
 embodying economic benefits will be required to settle the obligation; and (c) a reliable estimate can be 
 made of the amount of the obligation. If these conditions are not met, no provision shall be recognised” 
 (IAS 37.14). On the contrary, a contingent asset/liability is, among other, a possible asset/obligation that 
 “arises from past events and whose existence will be confirmed only by the occurrence or non-occurrence 
 of one or more uncertain future events not wholly within the control of the entity or it is not probable 
 that an outflow of resources embodying economic benefits will be required to settle the obligation; or 
 the amount of the obligation cannot be measured with sufficient reliability. An entity shall not recognise 
 a contingent asset/liability. A contingent liability is disclosed, unless the possibility of an outflow of 
 resources embodying economic benefits is remote” (IAS 37.27-28). “A contingent asset is disclosed, as 
 required by paragraph 89, where an inflow of economic benefits is probable” (IAS 37.34). 
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An example of information on future effects that could potentially be disclosed 
under both financial and sustainability reporting – and might therefore represent 
a useful mechanism to enhance connectivity – is the outcome of sensitivity 
analyses (for example information deriving from the scenario analysis on climate 
change) disclosed in the notes to the financial statements with respect to specific 
risk factors (i.e. discount rate changes, commodity price shocks, new regulatory 
provisions, different macroeconomic scenarios)6. 

However, even sensitivity analyses within financial reporting are inherently 
constrained in terms of time horizon, as scenarios extending too far into the 
future are difficult to support with auditable assumptions and sufficiently robust 
data. Accordingly, the time horizon of sensitivity analyses performed for financial 
reporting purposes is generally limited and rarely extends beyond 5 years.  

By contrast, sustainability reporting often requires consideration of significantly 
longer time horizons for anticipated financial effects, reflecting the multi-decade 
nature of many climate, environmental and social risks and opportunities. 

This creates two different perspectives:  

- financial statements focus on risks and effects that are sufficiently certain, 
measurable and capable of being recognised or disclosed under accounting 
standards through the application of specific accounting policies; 

- sustainability report may provide a broader and longer-term view of 
anticipated financial effects, helping stakeholders understand how current 
sustainability topics may translate into future financial implications, even 
before they satisfy accounting recognition criteria. 

These different views reveal a significant perception and expectation gap between 
users on one hand, who would tend to consider these forward-looking 
quantitative estimates very useful to understand long-term risk profiles and 
foster a robust dialogue with management, and preparers on the other, who 
instead highlight significant operational challenges due to immature calculation 
methodologies, high inherent uncertainty and commercial confidentiality issues. 

The above-mentioned differences lead to another relevant element of difficulty 
(and concern) regarding the different level of assurance applicable to the two 
frameworks (i.e. limited assurance on sustainability information versus 
reasonable assurance on financial information). This asymmetry makes it 
extremely difficult to connect information subject to significantly different levels 
of verification, which could lead to potential compliance and reputational risks 
both for preparers and assurance providers. Specifically, the high degree of 
uncertainty inherent in these estimates, the complexity in assessing the 
reasonableness of methodologies and assumptions used as well as the difficulty 
in verifying the consistency between sustainability reporting and financial 
statements could raise the risk of providing potentially misleading information, 
facilitating greenwashing and overstating the level of precision and reliability of 
long-term estimates; in addition, users might perceive a broader and deeper level 
of assurance than is actually provided.  

 
6  Under the IFRS framework an entity presents the disclosures about the uncertainties related to future 
 events that could adjust assets and liabilities, in a manner that helps users of financial statements to 
 understand the judgements that management makes about the future and about other sources of 
 estimation uncertainty. Such disclosures include “the sensitivity of carrying amounts to the methods, 
 assumptions and estimates underlying their calculation, including the reasons for the sensitivity” (IAS 
 1.129 b.). 
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In light of the above, we believe that AFE and their connectivity between financial 
and sustainability reporting represent one of the most critical and challenging 
areas and still requires further clarifications, both with respect to the relevant 
measurement and accounting criteria and with regard to the level of assurance to 
be provided. This EFRAG Discussion Paper and the expected project on AFE could 
in fact serve as an important starting point for the development of calculation 
methodologies as a first step. Addressing the connectivity of AFE with the financial 
statements should follow in due course, as a natural subsequent step. 

Please also refer to our response under point 6. below and to our comments 
under Question 1-c, Question 3-a and Question 4-c. 

6. Overarching types of connectivity: we note that while ESRS and ISSB Standards 
include explicit connectivity requirements, IFRS Accounting Standards do not 
currently contain an equivalent principle. 

This may lead entities to “connect” information disclosed outside the financial 
statements to information included within the financial statements, but not vice 
versa.  

Therefore, in our view, it would be more effective and desirable to approach this 
matter by considering the inclusion of specific connectivity requirements within 
IFRS Accounting Standards as a first step; such integration would not only 
promote more consistent and bidirectional linkage between financial and 
sustainability information, but would also provide clearer and more suitable 
criteria for assurance purposes. By defining how and to what extent information 
should be connected across reports, such clarifications would reduce the existing 
level of uncertainty regarding scope and responsibilities and enhance the 
assessment of consistency between disclosures. 

 
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? 

Possible practical solutions for issuers to enhance connectivity between the 
sustainability statement and the financial statements may include the use of “visual 
tagging” or “hyperlinks” within the financial statements that direct readers to related 
disclosure in the sustainability statement (or vice versa). The prerequisite for the use 
of these mechanisms, however, is that the information is included in the financial 
statements and is not replaced by a mere reference to sustainability reporting. 

Therefore, these references should operate solely as navigational tools aimed at 
directing the reader’s attention to the relevant section outside the financial statements 
where a corresponding anchor point discusses the same matter from a sustainability 
perspective. Accordingly, they should not be regarded as a form or mechanism of 
incorporation by reference. 

In addition to the above navigational mechanisms, other practical examples of possible 
connectivity mechanisms within the sustainability reporting could be envisaged: 

- with regards to the reporting perimeter and value chain, it would be helpful to 
include tables showing, for each relevant subsidiary (consolidated line-by-line 
under the IFRS framework) and for each relevant JVs and associates valued under 
the equity method (both under an operational control approach or as part of the 
value chain), the nature and type of sustainability metrics with financial relevance 
and the reference to the specific paragraph or notes in the financial statements 
where such metrics are disclosed;  
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- it would also be helpful to introduce a connectivity heatmap linking material ESRS 
topics and their related current financial effects to (i) a description of the 
quantitative data, (ii) the amount disclosed in the sustainability statement, (iii) 
the corresponding references to a specific paragraph in the notes to the financial 
statements where such amounts can be traced, (iv) the reporting 
perimeter/scoping of data, and (v) the measurement criteria; 

- in order to reduce informational asymmetry and facilitate an understanding of 
the consistency of assumptions and parameters used within the two reports, it 
would also help including a table comparing the assumptions applied in the 
financial statements (for example, with regard to the impairment test of non-
financial assets) with those disclosed in the sustainability statement (for 
example, forward-looking information based on expected carbon/energy prices, 
discount rates, time-horizons, scenarios, etc), highlighting any significant 
differences and providing related explanations; 

- with regards to the taxonomic CAPEX and OPEX, providing a reconciliation with 
the corresponding amounts disclosed in the financial reporting could also prove 
valuable. 

Such mechanisms could help readers to more easily identify where related 
sustainability information is addressed elsewhere in the financial statements, thereby 
enhancing the overall connectivity of the information disclosed. 
 
Similarly, these connectivity mechanisms would also bring clear benefits from an 
assurance perspective. In fact, for auditors and other assurance providers having 
explicit, structured links (tables, heatmaps, reconciliations) between sustainability 
disclosures and the financial statements makes it easier to test the consistency of 
assumptions, metrics and scopes across the two reporting streams, and to identify and 
challenge any misalignments. Also, this would enhance the traceability and auditability 
of key sustainability metrics with financial relevance, by anchoring them to specific 
captions, notes and data sources in the financial statements. 
 
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. 

Developing explicit connectivity-related requirements as an overarching principle, 
together with integrating specific provisions in the international accounting standards 
could reinforce connectivity in practice. The following considerations support this need. 

First of all, significant application challenges and complexities arise in reporting certain 
non-financial information in the financial statements, due to the different nature and 
characteristics of financial statement information compared with sustainability 
reporting information. These differences mainly arise from:  

i)  the stronger focus of sustainability reporting on forward-looking information;  

ii)  the distinction between legally binding obligations at year-end in financial 
statements and contingent risks and opportunities disclosed in the sustainability 
reporting;  

iii)  the generally longer time horizon covered by sustainability reporting compared 
with financial reporting (for further details on points i), ii) and iii), please also 
refer to Question 1-a. point 5);  
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iv)  the use of the “operational control” approach for certain climate-related metrics 
compared with the general application of the “financial control approach” in 
financial reporting; 

v)  the requirement to disclose value-chain information related to material impacts, 
risks and opportunities in sustainability reporting, which has no equivalent in 
financial reporting.  

Secondly, sustainability reporting conveys information on the impacts, risks and 
opportunities faced by entities along with the related actions taken, commitments 
adopted to achieve sustainability targets, allocation of financial resources and 
description of the entity’s strategy and business model. Such information is often 
difficult to identify within – or directly connect to – the financial statements. As a result, 
stakeholders frequently complain about their difficulties in understanding how 
sustainability matters affect an organization's financial performance and position. 

Third, incorporating the concept of “connectivity" within the IFRS Accounting 
Framework could enhance coherence and complementarity across the various sections 
of an integrated (annual) report. This could help identify and bridge information gaps 
or inconsistencies, avoid unnecessary duplications and overlaps, communicate more 
clearly the effects of management’s strategic decisions on both financial and 
sustainability performance, improve the overall quality and usefulness of information 
for stakeholders and support a more holistic understanding of value creation across 
different time horizons. 

Accordingly, developing a conceptual framework that more clearly defines the 
boundaries of information and the risks of each report (both financial and 
sustainability reporting) would improve connectivity between reports that currently 
have different purposes, users and preparation criteria. 

To summarise, we believe that it would be appropriate for the IASB to develop explicit 
connectivity-related requirements for information within and outside the financial 
statements, in coordination with EFRAG and within the scope of the interoperability 
mandate between the two standard setters. Connectivity should remain a GAAP-
agnostic concept capable of being applied whenever sustainability disclosures 
supplement financial reporting information.  

However, we do not believe that connectivity can be addressed solely through 
additional disclosure requirements. In our view, a broader conceptual accounting 
framework should also be developed to enable preparers, auditors/assurance 
providers and users to exercise judgement on the basis of common principles and 
application guidance that are suitable across different reporting contexts and help 
explain how existing or potential IRO may affect current and future cash flow prospects.  

This issue becomes even more relevant considering that the IASB, in April 2026 7, 
decided to retain the proposals to “remove from IAS 36 Impairment of Assets the 
requirement for an entity to exclude cash flows from uncommitted future restructurings 
and asset enhancements when calculating value in use”. In the absence of clear and 
comprehensive guidance on how anticipated financial effects disclosed in 
sustainability reporting should interact with the calculation of value in use under IAS 
36, significant uncertainty remains regarding the relationship between sustainability 
disclosure and financial reporting. 
 

 
7  In the context of the IASB project “IFRS - Business Combinations—Disclosures, Goodwill and 
 Impairment”. 
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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? 

 
The 17 illustrations provide significant informational value. They offer a well-balanced 
overview of the main connectivity mechanisms (coherence, consistency, cross-
references and reconciliations, current and forward-looking effects and intertemporal 
connectivity) and include practical examples of how sustainability information may be 
connected with the financial statements. 

To enhance the effectiveness of the illustrations, the “basis of reporting” on which each 
example is based should in our view be identified more clearly and consistently, as the 
frameworks currently referenced do differ. While financial reporting consistently refers 
to IFRS, sustainability reporting alternatively refers to various frameworks (ESRS fully 
or partially adopted, NFRD, TCFD). This may make it more difficult to understand how 
connectivity requirements apply between the legally mandated frameworks (IFRS and 
ESRS). In fact, where frameworks other than those required by law are used, 
connectivity may become less objectively measurable and more dependent on 
management representations. In addition, with specific reference to IFRS, the relevant 
disclosure requirement is not always specified, which may limit the understanding of 
the example and the related connectivity mechanism. 

To strengthen the document, we therefore recommend accompanying each illustration 
with a fact sheet (which could serve as an operational template) clearly setting out the 
references needed to understand how connectivity information has been prepared. 

Furthermore, in order to reduce the complexity arising from misalignments between 
sustainability and financial reporting boundaries, entities could be encouraged to apply 
a cascading approach when defining the boundaries for KPIs. This should be 
complemented by a boundary register documenting the reporting perimeter, 
methodologies and data coverage, including measures adopted to prevent double 
counting, as well as information on data origin, estimation proportions and assurance 
levels. 

As previously underlined, cross references and reconciliations may also generate 
confusion, particularly considering the limitations on incorporation by reference within 
the financial statements and the related risk of fragmentation. To avoid uncertainties 
(also from an assurance perspective), the following elements could be usefully applied: 
“anchor” tables preceding links, targeted and one-directional cross-references, and a 
clear distinction between simple signposting and incorporation by reference. 

In addition, it may be useful to include a glossary to clarify certain terms used 
throughout the document (for example, commitment, impact, effect, exposure), 
especially where these terms cannot be readily traced back to existing definitions. 
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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. 

 
From an assurance perspective, the most useful connectivity mechanisms are those 
that enhance verifiability, traceability and auditability, while limiting reliance on 
management judgement that cannot be independently corroborated. In particular, 
consistency, reconciliations, and KPI-level coherence are the mechanisms that provide 
the greatest value in an assurance context. 

Consistency between sustainability and financial information is essential, as it allows 
auditors/assurance providers to assess the alignment of assumptions, methodologies, 
definitions and time horizons. This mechanism is especially suitable where 
sustainability-related matters have actual or potential financial effects (e.g. provisions, 
impairments, asset valuations or contingent liabilities) and therefore require 
consistency with the IFRS-based financial reporting.  

Reconciliations between sustainability metrics and financial statement line items (or 
their underlying drivers) are also particularly effective, as they support traceability 
across reporting areas and reduce the risk of selective or narrative-based connectivity. 
Reconciliations are most suitable when quantitative KPIs, clear boundaries and 
documented methodologies are available. Conversely, they are less suitable, or may 
even be impracticable, where data is highly judgmental, estimation uncertainty is 
significant, or underlying matter is not consistently defined across the financial and 
sustainability frameworks (i.e. anticipated financial effects). 

Coherence, defined as the logical alignment between narrative disclosures, metrics and 
financial impacts, is also highly relevant, especially for forward-looking information 
such as transition plans or scenario analyses. From an assurance perspective, 
coherence is most effective where the assumptions used in sustainability disclosures 
are demonstrably aligned with those underpinning financial planning and forecasting. 

As noted above in our answer to Question 1, mechanisms such as signposting, 
cross-references and incorporation by reference can be useful to avoid duplication, but 
do require careful application. Excessive or bidirectional cross-referencing may 
increase fragmentation, obscure reporting boundaries and entangle the determination 
of the assurance scope due to the different levels of assurance applicable to financial 
information (reasonable assurance) and sustainability information (limited assurance). 
These mechanisms are suitable only when the referenced information is clearly 
identifiable, stable and prepared on a consistent reporting basis. 

We believe that these aspects should be more thoroughly addressed in the discussion 
paper. 
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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?  

We confirm that connectivity of reported information is currently more developed with 
respect to climate related matters. This is due, on the one hand, to the focus placed by 
national standard setters, ESMA and national/professional associations on climate-
related disclosures and, on the other hand, to the greater practical experience gained 
by preparers in this area. 

In 2024 integrated reports, the most common areas of connectivity were related to the 
valuation of tangible and intangible non-financial assets (i.e. impairment test, 
amortisation and useful economic lives), provisions, contingent liabilities, financial 
liabilities linked to sustainable financing programmes and expected credit losses of 
financial assets (for financial institutions). Other information frequently connected with 
the financial statements included CAPEX and OPEX. By contrast, we noted only limited 
integration of sustainability-related matters within revenues or segment disclosures in 
the financial statements.  

With reference to anticipated financial effects, and consistently with the current 
practice, expected financial effects are often presented in connection with planned or 
announced investments (for example, investments aimed at addressing transition risks 
or physical climate risks). Such information is generally included in the sustainability 
statement while connectivity with the financial statements remains limited.  

For example, disclosures often lack information regarding the expected short-, 
medium- and long-term benefits of those investments, as well as sensitivity analyses 
showing the potential effects on future financial statements.  

In order to improve the clarity and understandability of information and its related 
financial effect, we suggest using a well-defined and schematic disclosure structure 
with the following minimum set of information: 

(i)  type of effect (investments, operating expenses, revenues, capital/insurance 
costs, impairments);  

(ii)  monetary or non-monetary nature of the effect; and  

(iii)  relevant time horizon (short, medium or long term).  

Once appropriate methodologies for quantifying such effects are developed, 
transparency and reliability could be further strengthened by comparing previously 
disclosed anticipated financial effects with actual results achieved, together with 
explanations of significant variances. 

We also note that the limited information currently provided regarding anticipated 
financial effects may partly reflect the transitional reliefs introduced under ESRS Set 1 
and confirmed in the Draft Simplified ESRS. Disclosure of anticipated financial effects 
represents one of the most important anchor points between sustainability and 
financial reporting; however, it remains a particularly sensitive and difficult area for 
entities. Please also refer to our comments under Question 1-a, point 5.  
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With respect to qualitative information, consistency of assumptions, data and narrative 
disclosures are generally observable between the sections of the sustainability report 
describing the identification and assessment of material risks and the sections of the 
financial statements or management report dedicated to risk management. However, in 
order to ensure, to the extent possible, consistency between the assumptions and data 
used in preparing the sustainability statement and those used in preparing the 
financial statements, preparers should explain more clearly any significant differences 
between the two sets of assumptions ( for example, sensitivity analyses illustrating 
potential impacts and explaining why such impacts do not affect the financial 
statements).  

It should also be noted that the current financial and sustainability reporting 
frameworks are based on different underlying approaches: 

i)  the financial reporting framework generally adopts a more “conservative” 
perspective and focuses on short/medium term time horizons, often discouraging 
the use of excessively long-term assumptions (also for sensitivity analyses), as the 
reliability and verifiability of information decrease over time; 

ii)  the sustainability reporting framework, by contrast, requires entities to disclose 
long-term information (i.e. targets and transition plans) and to explain progress 
over time.  

In light of these considerations, and as already noted in our response to Question 1-c), 
the development of a clearer conceptual accounting framework, together with the 
introduction of more specific provisions in the international accounting standards 
could strengthen connectivity in practice and help stakeholders better understand the 
boundaries of information and the risk of each reporting framework (both financial and 
sustainability reporting).  

Failing the introduction of such elements, auditors/assurance providers would continue 
to face significant challenges in designing the scope of their procedures, in 
understanding and comparing management judgements against a consistent set of 
references and assessing connected information, with potential effects on the 
assurance process. 
 
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? 

The areas of attention identified in paragraphs 4.27 to 4.35 could be addressed through 
some practical mechanisms. For further details, please refer to our comments under 
Question 1. 

With respect to data collection and the sustainability reporting process, it should be 
noted that many entities are strengthening their internal control systems over 
sustainability reporting in order to reinforce controls on the connectivity between 
financial and sustainability information (both qualitative and quantitative). 

In this context, additional disclosures regarding the internal control system could 
improve the overall connectivity of reported information. For example, entities could 
enhance the information required by ESRS 2, GOV5, describing the governance of 
connectivity processes, including roles, responsibilities, ownership of connectivity 
mechanisms and the instruments used to assign responsibility for material connections 
between financial and sustainability information.  
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These enhancements, together with the adoption of integrated information systems 
capable of tracking sustainability metrics consistently with financial data, would 
significantly reduce the risk of inconsistencies. 

Finally, inconsistent terminology between the financial and sustainability reporting 
frameworks remains a structural obstacle to effective connectivity. We therefore 
recommend that EFRAG work together with the IASB to develop a common glossary 
between ESRS and IFRS and to align key concepts and terminology in order to facilitate 
connectivity.  
 
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? 

Although we are not users of the information in the annual report, we agree that greater 
integration between sustainability information and financial information enhances the 
overall credibility, consistency and usefulness of reporting, particularly when it helps 
stakeholders better understand risk exposure, capital allocation and resilience. 
 
 
QUESTION 4 – CHAPTER 5: CONSIDERATIONS FOR ENHANCING THE CONNECTIVITY OF 
REPORTED INFORMATION AND RELATED ASPECTS 
 
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. 

Regulators are increasingly emphasising the importance of consistency between 
financial and sustainability information. In response, it is essential for standard setters 
to develop clear guidelines that assist preparers in ensuring that financial statements 
and sustainability reports complement each other effectively. 

As noted above in our answer to Question 1, despite the need for connectivity, financial 
statements and sustainability reports serve distinct purposes: 

i)  financial statements capture the current effects of past events. Although 
expectations about future events are considered when assessing the recognition 
and measurement of assets and liabilities, financial reporting remains 
fundamentally anchored in past events; 

ii)  sustainability reporting extends its focus to include the impacts of possible future 
events and scenarios. The sustainability strategy reflected in ESRS disclosures is 
shaped by management’s vision and addresses events and conditions that may 
occur, rather than only those that have already occurred. 
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As a result, not all prospective events and conditions are relevant for financial 
reporting, given its grounding in the concept of past events — a concept that is more 
limited, or in some cases, absent in sustainability reporting. This fundamental 
difference means that certain matters, particularly those related to sustainability risks 
and opportunities linked to probable occurrences or future events or management 
decisions, may be disclosed in sustainability reports before they are reflected in the 
financial statements. 

The interaction between financial statements and sustainability reporting is also 
influenced by sector-specific characteristics. Consequently, it is highly complex for 
standard setters to establish a framework that comprehensively delineates the 
boundaries between disclosures in financial statements and sustainability reporting. 
There is also a risk that excessive sector-specific guidance leads to rigid standards that 
may not adequately respond to evolving user needs. 

To address these challenges, clearly defining the boundaries between financial 
statements and sustainability reporting is crucial, also from an audit and assurance 
perspective.  

Users should be able to understand when facts and circumstances trigger disclosures 
relevant for financial reporting, sustainability reporting, or both. Furthermore, users 
should be able to track when an item moves from sustainability reporting into the 
financial statements because the relevant recognition criteria have been met. This 
would provide more complete and connected disclosures regarding both sustainability 
and financial perspectives. 

This implies that standard setters should provide, within their respective areas of 
competence, clear guidance on the information to be presented in each document, 
including where the same event is addressed in both the sustainability and financial 
report. Such guidance should also consider how events evolve over time and how their 
implications may change, thereby helping reduce duplication, cross-references, and 
inconsistencies. 

Achieving greater complementarity between financial statements and sustainability 
reports would ultimately support the broader objective of connectivity. In this regard, 
interpretative efforts by bodies such as the IFRS Interpretation Committee are 
particularly valuable, as demonstrated by recent updates on climate-related 
commitments (IAS 37 Provisions, Contingent Liabilities and Contingent Assets, March 
2024) and recognition of intangible assets arising from climate-related expenditure (IAS 
38 Intangible Assets, March 2025). 

Similarly, we recommend that EFRAG take into consideration the illustrative example 
published by the IFRS Foundation and its bodies in November 2025 (“Disclosures about 
Uncertainties in the Financial Statements”) as a basis for developing useful, principle-
based and sector-agnostic guidance to support connectivity in practice. 
 
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. 

The proposal, if applied, would result in additional information in financial statements, 
beyond what is currently required by international accounting standards, provided that 
such information and the consistency between reports is considered useful for users 
of the financial statements. While we recognise the importance of such information, we 
consider it a necessary pre-requisite to develop clear principle-based guidelines for 
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the preparers of financial statements and, where necessary, to adjust the applicable 
accounting principles accordingly.  

To effectively implement this proposal it is crucial to establish clear definitions of the 
principal concepts underlying forward-looking disclosures. In particular, the term 
“future-oriented expenses” should be precisely defined. Clear and consistent definitions 
are essential to enhance comparability and avoid divergent interpretations that could 
lead to inconsistent disclosures based on different assumptions. We note that this 
concept is not new in the IFRS literature; for instance, paragraph 15B(e) of IAS 34 Interim 
Financial Reporting already requires disclosures about commitments for the purchase 
of property, plant and equipment. 

For comparability purposes, IFRS should clearly specify both the content of forward-
looking disclosures and where they should be positioned within the financial 
statements, ensuring that entities apply a consistent approach.  

Furthermore, clear guidance should be developed to distinguish between different 
types of information and their respective effects on liquidity. In particular, expenses 
that are already committed should be clearly distinguished from mere intentions. For 
example, where the intention to invest translates into concrete actions, it is very likely 
that research expenditure will be incurred with a view to generating future 
opportunities. We understand that the aim of the proposed disclosure is to present 
research investments as intangible assets not recognised in the balance sheet, to 
supplement the information on intangible assets already recognised (i.e. those that 
have already reached the development stage). However, if this is indeed the intention, 
we believe it is essential to identify precisely which types of unrecognised intangible 
assets (i.e. costs already charged to the profit and loss account) should be subject to 
disclosure. IAS 38 explicitly prohibits the recognition of certain items in the financial 
statements, such as marketing, advertising, training and, indeed, research costs. Given 
that in various sectors these costs can be crucial to sustainability, the absence of a 
clear guidance capable of ensuring a robust and consistent methodology for such 
disclosures, while also promoting comparability of information over time and across 
different entities, is a critical element that should be addressed as a necessary first 
step. 

Therefore, Assirevi recommend that EFRAG or other relevant standard setters develop 
clear and operational principles-based guidance, supported by practical examples, in 
order to reduce the risk of divergence in practice. 

In pursuing clarity, standard setters should ensure that disclosures regarding 
unrecognised intangibles are limited to situations where such information is really 
useful to get an understanding of the content of the financial statements. 

Where the link with financial statement line items is weak, or where it is not reasonably 
foreseeable that certain matters will be recognised in the financial statements in the 
future, but they remain relevant for broader context, such disclosures should instead 
be presented in the management report or, where relevant, in the sustainability report. 

Bearing in mind the fundamental differences between financial and sustainability 
reporting, as discussed in our response to Question 4a), the accounting standard setter 
should provide clear criteria on where disclosures should be located —within the 
financial statements, the management report, or the sustainability report. This would 
help avoid duplication and promote greater connectivity.  
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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 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)? 

At present, we do not consider that the necessary conditions are in place to justify 
amending international accounting standards to require the inclusion of forward-
looking information about future developments of ongoing activities or commitments 
undertaken within the financial statement disclosures. 

IAS 1, paragraph 114(c)(iv)(1) and IFRS 18, paragraph B112(c)(iv)(1), already allow 
disclosures about commitments undertaken to be included in the financial statements. 
These requirements, read together with paragraph 31 of IAS 1 and paragraph 20 of IFRS 
18, already provide a framework for disclosing relevant information on existing 
commitments that are not otherwise recognised. 

In our view, the current provisions are adequate for disclosing all the relevant 
information to users of financial statements. Introducing additional prescriptive 
requirements risks being counterproductive, as it may lead to overly restrictive rules 
that may fail to satisfy the diversity of possible scenarios. 

With respect to anticipated financial effects, while such disclosures may be useful to 
investors, this remains a complex area for preparers, with practice still evolving. At this 
stage, the calculation and disclosure of quantitative forward-looking information 
related to anticipated financial effects may not provide substantial value to investors, 
given the absence of established methodologies and the resulting, inherent 
measurement challenges. 

As practice evolves and suitable guidance and appropriate methodologies for 
estimating anticipated financial effects are developed, possible future updates to 
accounting and sustainability standards may consider introducing more specific 
requirements. These could include identifying line items, totals, and subtotals within 
financial statements that are expected to be, or have been, affected by sustainability-
related risks or opportunities. 

In the meantime, to enhance connectivity between financial statements and 
sustainability reports, it would be useful for the IASB to develop guidance that gives 
practical effect to the principle expressed in paragraph 31 of IAS 1 (and paragraph 20 of 
IFRS 18). This could begin with the development of qualitative disclosures, leading to 
possible quantitative reporting requirements as methodologies evolve. 

However, as noted above in our response to Question 1, interactions between 
sustainability reporting developments and the work of the IASB, particularly in the 
context of its project on Impairment, should be carefully understood and properly 
addressed in order to avoid unintended outcomes. 
 
 
 
 



 
 
 

Comments on Discussion Paper  
“Connectivity of Financial and Sustainability Reporting” 

   30 June 2026 
 

 18 

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. 

We recognise the value of identifying indicators and events in sustainability reporting 
that may become relevant for the recognition or disclosure of assets and liabilities in 
future financial statements. 

For users of financial statements, the ability to identify elements within sustainability 
report that support more accurate forecasts and estimates is particularly useful. Such 
information can help anticipate future financial outcomes arising from sustainability 
matters disclosed in the reporting. By establishing this connection, sustainability 
reporting serves as a useful complement to the financial statements, which traditionally 
offer a retrospective perspective. This intertemporal connectivity enhances the 
forward-looking nature of sustainability reporting. 

By using appropriate indicators or leading events, it becomes possible to trace the 
evolution from the identification of a sustainability-related issue disclosed in the 
sustainability report to its possible reflection in the financial statements, whether in 
qualitative or quantitative terms. This further strengthens the overall connectivity 
between the two documents.  

However, despite the potential benefits, two key considerations cannot in our view be 
forgotten, which reflect the different maturity level of sustainability and financial 
reporting.  

Firstly, clear methodologies and guidelines are needed to support reasonably reliable 
estimates of expected financial effects and foster forward-looking reporting.  

Furthermore, experience in identifying relevant indicators and trigger events is still 
limited, which increases discretion and may affect comparability across entity 
disclosures. 

Given the current stage of development of sustainability reporting, it is reasonable to 
expect that only a limited set of indicators can currently be identified. For this reason, 
a medium-term project would be beneficial, aimed at systematically analysing 
evolutions in practice over time in order to develop a more sophisticated set of 
indicators. This approach would enhance the effectiveness of mapping the transition 
of sustainability-related events into financial reporting outcomes. 


