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Dear Wolf,

On behalf of the Instituto de Contabilidad y Auditoria de Cuentas (ICAC), we hereby submit our
comments on the EFRAG Discussion Paper Connectivity of Financial and Sustainability
Reporting. We welcome EFRAG's initiative to address the increasing demand for coherence
between financial and sustainability reporting, recognising that the articulation between both
domains is becoming a critical element in ensuring the usefulness and credibility of corporate

reporting as a whole.

The Discussion Paper provides a comprehensive conceptual analysis of connectivity and usefully
identifies a range of mechanisms aimed at enhancing the linkage between sustainability
disclosures and financial statements. It appropriately emphasises that connectivity constitutes

an attribute of high-quality reporting capable of supporting a coherent and holistic
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representation of the entity’s performance and prospects. In the following, we present our

responses to the questions addressed in the paper.
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Responses to the questions
Question 1 - Underpinning concepts

ICAC broadly agrees with the characterisation of connectivity as a multi-dimensional construct
encompassing coherence, consistency, explanatory linkage and reconciliation mechanisms. The
identification of these elements reflects adequately the current state of reporting practice and
aligns with the objective of providing users with a comprehensive understanding of the

relationships between sustainability-related matters and financial performance.

Nevertheless, the Discussion Paper reveals a structural asymmetry between sustainability
reporting frameworks and IFRS Accounting Standards, in that the latter do not incorporate
explicit connectivity requirements. In this context, it may be appropriate to consider that
connectivity-related matters should be addressed in a coordinated manner by both accounting
and sustainability standards. While recent developments have primarily focused on the
sustainability reporting framework, a more parallel approach could contribute to enhancing the
overall coherence of the reporting landscape and to fostering a more integrated articulation

between financial and sustainability information.

Question 2 - lllustrations

The illustrative examples included in the Supplemental Document represent a useful
contribution to the operationalisation of connectivity. They provide concrete evidence of how
entities are attempting to articulate sustainability-related information with financial reporting

outcomes.

Furthermore, it could be useful to complement the current illustrations with examples where
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connectivity appears to be limited or lacking. The inclusion of such cases, together with an
analysis of the underlying reasons and possible improvement measures, would enhance the
practical value of the document and provide a more balanced and comprehensive view of the

challenges associated with achieving effective connectivity.
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Question 3 - Observations on current practice

ICAC concurs with the assessment that connectivity is evolving but remains at an early stage of
development. Evidence provided in the Discussion Paper indicates that, although improvements
are observable, a significant proportion of entities still exhibit weak or limited levels of

connectivity.

The main deficiencies identified, including the limited quantification of financial effects, the
fragmentation of disclosures and inconsistencies in terminology, are indicative of a structural
gap between narrative sustainability disclosures and the measurement systems underpinning
financial reporting. Furthermore, it is worth noting that the ongoing development and
refinement of the ESRS, together with the expected evolution of interpretative guidance, are
likely to contribute positively to addressing some of the issues identified. These developments
should support a more consistent application of the requirements and, over time, facilitate

improvements in the overall level of connectivity observed in practice.

Question 4 - Borders of financial statements

ICAC agrees with the analysis presented regarding the need to clarify the borders of the
financial statements, as this is a key element for ensuring an appropriate level of connectivity
across reporting frameworks. It should be noted that some of the initial questions around
connectivity emerged from users’ concerns about climate-related commitments and whether
such information fell within the scope of the existing accounting conceptual framework. In this
respect, greater clarity on the boundaries of financial statements would contribute to reducing
expectation gaps and to supporting a more consistent and coherent application of reporting

requirements, while preserving the integrity of the conceptual framework developed over time
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and avoiding any distortion of the information that users expect from financial statements.

In this context, particular attention should be given to forward-looking information and
sustainability-related commitments. While such information may be relevant for users, its

inclusion within the financial statements should remain consistent with the principles set out in
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the Conceptual Framework. In particular, disclosures should be limited to information that
relates to defined elements of the financial statements and meets appropriate thresholds of

reliability and verifiability.

Furthermore, consideration could be given to the parallel development of a conceptual
framework for sustainability reporting. Such a framework would help to reinforce the
boundaries between the different sections of the annual report, thereby enhancing clarity and
consistency. In this way, users would be better able to understand the nature and purpose of
the information provided in each part of the annual report, facilitating a more structured and

meaningful interpretation of the overall reporting package.

Question 5 - Disaggregation

ICAC agrees that differences in aggregation and disaggregation between financial statements
and sustainability disclosures are, in many cases, a logical consequence of differing objectives
and materiality thresholds. These differences should not, in principle, be interpreted as a

deficiency.

However, the limited integration of sustainability-related aspects within segment reporting
raises legitimate concerns. While the current application of IFRS 8, based on the management
approach, may not always capture sustainability-related risks and opportunities—particularly
those of a long-term nature—it should also be acknowledged that the standard is primarily
designed to reflect financial materiality from a management perspective. This makes it
inherently challenging to fully accommodate sustainability-related information within its current
objective. In this context, it would be useful to further assess whether addressing these

limitations falls within the scope of accounting standard-setting or should instead be primarily
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considered within the development of sustainability reporting requirements, or through

enhanced coordination between both frameworks.
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Question 6 - Reporting boundaries and organisational processes

ICAC considers that consistency in reporting boundaries constitutes a precondition for effective
connectivity. Although recent developments in ESRS aim to align reporting boundaries with
those of financial statements, differences may persist due to variations in consolidation
approaches or materiality assessments. So, it would be highly positive that entities provide
transparent information in cases where reporting boundaries differ across reports, as this
enhances users’ understanding of the scope of the information presented. In this respect, such
disclosures contribute to identifying potential limitations in connectivity and to better

interpreting the reported information within each framework.

Furthermore, the Discussion Paper correctly identifies the relevance of organisational
processes. Connectivity cannot be achieved solely through disclosure requirements; it requires
an underlying integration of systems, governance structures and decision-making processes
within entities. Without such integration, reported connectivity may remain largely formal

rather than substantive.

Question 7 - Digitisation

ICAC agrees that digitalisation has the potential to enhance connectivity, particularly through
the use of structured data and standardised taxonomies. However, the current stage of

development suggests that this potential has not yet been fully realised.

In particular, the lack of interoperability between financial and sustainability taxonomies,
together with the widespread use of entity-specific extensions, limits comparability and reduces

the effectiveness of digital tools in supporting connectivity. Accordingly, further standardisation
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efforts are necessary to ensure that digital reporting contributes meaningfully to the objectives

outlined in the Discussion Paper.

Question 8 - Other comments
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ICAC wishes to emphasise the importance of ensuring conceptual clarity and consistency across
reporting frameworks. Connectivity should not be understood as a purely presentational
exercise, but as a manifestation of underlying consistency in assumptions, measurement bases

and reporting objectives.

Finally, it may also be useful to consider that connectivity can be understood as an emergent
property arising from the interaction between two distinct reporting frameworks—financial and
sustainability reporting—which, while serving different objectives, should not lead to conflicting
or contradictory information. Over time, connectivity could, in turn, be recognised as an
important qualitative attribute of corporate reporting, complementing existing qualitative
characteristics of useful financial information, thereby reinforcing the overall quality, coherence

and usefulness of the information provided to users.
We would like to thank EFRAG for the opportunity to participate in this consultation process.

Yours sincerely,

Santiago Duran Dominguez

Chairman of the ICAC
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