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This feedback draws on my research and expertise as well as the presentation (attached) that | made at
the EAA-EFRAG Joint Workshop on Connectivity of Sustainability and Financial Reporting, held
online on 27 April 2026.

General Comments

I welcome the publication of this Discussion Paper (DP) and congratulate EFRAG on addressing an
issue that is likely to become increasingly important as sustainability reporting matures. The DP makes
a valuable contribution by demonstrating that connectivity extends beyond cross-referencing between
reports and encompasses coherence across strategy, sustainability reporting, financial reporting and
other sections of the annual report.

My principal observation is that the DP primarily analyses connectivity from the perspective of
reporting. While this is entirely appropriate, | believe the governance dimension deserves greater
emphasis. In my view, connectivity should be understood not simply as a reporting characteristic but
as the visible outcome of organisational governance. The quality of connected reporting depends
fundamentally on how organisations integrate sustainability, strategy, risk management and finance
before reporting begins.

Many of the connectivity problems identified in the DP including inconsistencies between narrative
disclosures and financial statements, weak links between IROs and financial outcomes, inconsistent
terminology and fragmented reporting appear to be symptoms of organisational fragmentation rather
than deficiencies in reporting standards alone. Consequently, governance reforms should complement
future reporting reforms.

Q1. Types and Mechanisms of Connectivity

I broadly agree with the mechanisms identified in the DP, including narrative integration, consistency,
coherence, reconciliation and the linkage of anticipated financial effects.

However, | believe it is helpful to distinguish between presentational connectivity and substantive
connectivity.

Presentational connectivity relates to the techniques used to improve coherence in reporting—for
example, cross-references, reconciliations and consistent terminology.

Substantive connectivity exists where sustainability-related impacts, risks and opportunities are
genuinely integrated into strategic planning, enterprise risk management, capital allocation, financial
forecasting and financial reporting.

This distinction is important because organisations may produce highly connected reports without
necessarily making connected decisions. Connectivity should therefore be viewed as the outcome of
integrated organisational processes rather than solely as a disclosure objective.

I therefore support further consideration by the IASB and EFRAG of whether future reporting
requirements should place greater emphasis on explaining how sustainability assumptions have been
incorporated into financial reporting judgments, estimates and forecasts.



Q2. Practical usefulness of illustrations

The practical illustrations are one of the strongest aspects of the DP because they demonstrate how
connectivity can be observed in practice. However, their greater value lies in revealing where
connectivity fails.

Examples such as narrative—number disconnects, inconsistent assumptions and weak links between
sustainability risks and financial outcomes suggest that reporting teams often work with different
assumptions, data sources and decision processes. These are organisational issues rather than simply
reporting issues.

Future guidance could therefore usefully illustrate not only examples of good reporting but also
examples of good governance. For example, it would be helpful to demonstrate how boards, audit
committees, sustainability committees and risk functions interact to produce connected reporting.

Q3. Observations on current practice

I agree with the observations presented in the DP. The reported connectivity gaps including narrative—
number disconnects, terminology drift, weak links between IROs and financial outcomes, and under-
representation of sustainability matters in segment reporting are consistent with the current stage of
sustainability reporting development. However, | interpret these findings somewhat differently.

Rather than viewing these issues primarily as disclosure weaknesses, | regard them as evidence that
sustainability, finance and risk management continue to operate in organisational silos. For example,
where companies identify material transition risks but those risks are not reflected in impairment
assumptions or financial forecasts, the underlying issue is unlikely to be drafting quality. More often it
reflects insufficient integration between sustainability specialists, finance functions and corporate
decision-making.

Consequently, improving connectivity requires organisational integration as much as improved
disclosure guidance.

Q4. Boundaries between financial and sustainability reporting

The DP appropriately highlights the importance of clarifying the boundaries between financial reporting
and sustainability reporting.

In my view, however, the more important question is not simply where information should be reported
but how relationships between the two reports should be explained.

Where sustainability disclosures discuss significant transition plans, environmental risks or social
commitments, users should understand whether these matters have influenced financial reporting
assumptions and, if not, why not.

This does not necessarily require expanding recognition criteria within IFRS Accounting Standards.
Rather, it requires greater transparency regarding the interaction between sustainability information and
financial reporting judgments.

Such explanations would strengthen connectivity while preserving the conceptual distinction between
sustainability reporting and financial reporting.



Q5. Segment reporting and disaggregation

The DP rightly observes that sustainability matters may not always be visible within existing segment
disclosures. This issue deserves further attention because segment reporting represents an important
connection between strategy and financial performance.

Where sustainability reporting identifies significant differences across products, technologies or
business activities, but financial reporting aggregates those activities into broader operating segments,
important sustainability-related risks and opportunities may become obscured.

This suggests an opportunity for further research into whether existing segment reporting sufficiently
reflects sustainability-related strategic differences and whether additional explanations may be
beneficial.

Q6. Reporting boundaries and organisational processes

I strongly support the DP's recognition that connectivity depends upon organisational processes. Indeed,
I would argue that organisational connectivity is the foundation upon which reporting connectivity
depends.

Effective connectivity requires governance arrangements that integrate:

strategic planning;
sustainability management;
enterprise risk management;
finance;

o internal reporting systems.

This suggests several governance mechanisms that deserve greater attention:

explicit board responsibility for sustainability—finance integration;

stronger interfaces between audit, sustainability and remuneration committees;

integrated enterprise risk management incorporating sustainability-related risks;

shared sustainability—finance data architecture;

consistent assumptions across sustainability reporting, financial reporting and strategic
planning.

These governance mechanisms create the conditions under which connected reporting becomes
possible.

Q7. Digitisation and structured data

| agree that digital reporting has significant potential to improve connectivity. However, digital
technologies should be viewed as enabling rather than determining connectivity.

Structured digital reporting can improve consistency, facilitate analysis and strengthen technical links
between disclosures. Nevertheless, digital reporting cannot resolve conceptual inconsistencies or
organisational fragmentation.

Effective digital connectivity therefore depends upon common definitions, shared assumptions, robust
governance processes and appropriate oversight of sustainability and financial information.



In other words, digital connectivity should be viewed as the technological expression of organisational
connectivity.

Q8. Other aspects to raise

I believe the DP could place greater emphasis on the governance arrangements that enable
connectivity. While the DP identifies many of the symptoms of weak connectivity including
inconsistencies between sustainability disclosures and financial statements, weak links between IROs
and financial outcomes, inconsistent assumptions and organisational silos, it is less explicit about the
governance mechanisms needed to address them.

In my view, meaningful connectivity requires governance reforms both within firms and within the
corporate reporting ecosystem. Below | recommend some specific governance reforms that the DP
can articulate:

(1) Assign explicit board responsibility for connectivity

The DP emphasises that connectivity depends on organisational processes and integrated thinking. This
responsibility should ultimately rest with the board.

Rather than treating sustainability reporting and financial reporting as separate oversight
responsibilities, boards should explicitly oversee the integration of sustainability-related impacts, risks
and opportunities (IROs) into strategy, risk management and financial reporting.

This could be achieved by recommending companies to disclose how the board satisfies itself that
material sustainability matters have been considered in financial reporting assumptions and estimates.

(2) Strengthen board committee connectivity

Many organisations now have separate audit, sustainability and remuneration committees. The
challenge is not the existence of separate committees but the absence of structured interaction between
them.

The DP highlights inconsistencies between sustainability reporting and financial reporting. One reason
may be that committees review different information using different assumptions.

EFRAG/DP could encourage companies to explain:

e how audit committees review consistency between sustainability disclosures and financial
statements;

o how sustainability committees communicate material IROs to audit committees;

e how remuneration committees ensure executive incentives support both sustainability
objectives and financial performance.

Connectivity between reports requires connectivity between committees.
(3) Embed sustainability within Enterprise Risk Management (cf. Shaukat et al. 2026).
The DP repeatedly stresses the importance of linking IROs with financial outcomes.

This linkage is unlikely to occur unless sustainability-related risks are embedded within enterprise risk
management rather than being managed through parallel sustainability processes.



Companies could therefore explain:

how sustainability risks enter the enterprise risk register;
how they influence scenario analysis;

how they affect capital allocation and financial planning;
how they influence accounting estimates where relevant.

This would strengthen the connection between sustainability reporting and financial reporting without
changing existing accounting recognition requirements.

(4) Introduce governance over shared assumptions

One recurring observation within the DP concerns inconsistencies in assumptions used across reports.

Rather than simply encouraging consistency, organisations should establish governance processes
requiring key assumptions for example, climate scenarios, carbon prices, transition pathways and useful

lives to be reviewed across sustainability reporting, strategic planning and financial reporting.

Where assumptions differ, companies should explain the reasons rather than leaving users to infer
inconsistency.

(5) Strengthen governance over sustainability data

The DP recognises the importance of digital reporting and structured information.
However, digital connectivity depends upon governance over data.

Companies should identify:

ownership of sustainability data;

controls over data quality;

reconciliation between sustainability metrics and financial information;
processes for resolving inconsistencies before publication.

This would reduce many of the narrative—number disconnects identified in the DP.

(6) Extend assurance beyond individual disclosures

The DP notes the growing importance of assurance. Future assurance could progressively move beyond
verifying individual sustainability disclosures towards evaluating the consistency of assumptions and

information across the annual report.

Such assurance would better reflect the objective of connectivity than separate assurance engagements
on isolated disclosures.

(7) Strengthen institutional governance
Finally, connectivity depends not only on organisational governance but also on institutional

governance. Standard setters, regulators and assurance providers all influence the quality of connected
reporting.



Future work by EFRAG, the ISSB and the IASB could therefore continue to align terminology, clarify
expectations regarding anticipated financial effects and encourage consistent application of materiality
and reporting boundaries.

Institutional convergence would complement organisational reforms and help improve connectivity
across jurisdictions.

Taken together, these reforms would move connectivity beyond a disclosure objective towards an
organisational capability. They would encourage companies to integrate sustainability, strategy, risk
management and financial reporting through governance processes rather than relying primarily on
cross-referencing and narrative explanation. In my view, this represents the next stage in the evolution
of connected reporting.

I hope that EFRAG finds my responses and recommendations useful.

Sincerely
% Mﬂ‘
Dr Amama Shaukat

Brunel University of London
Institute of Business Administration, Karachi
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