EUMEDION

CORPORATE GOVERNANCE FORUM

Response to the EFRAG Discussion Paper

on Connectivity of Financial and Sustainability Reporting

| General

Eumedion welcomes EFRAG’s Discussion Paper on the connectivity of financial and sustainability
reporting and supports efforts to strengthen connectivity across the annual report. From an investor
perspective, connectivity should ensure that sustainability disclosures and financial reporting tell a
consistent, decision-useful story, are aligned with the company’s strategy, and rely on consistent
assumptions, time horizons and metrics. However, cross-referencing alone is insufficient if information
remains fragmented or inconsistent. Connectivity should aim to enhance coherence across the annual
report, while respecting the distinct purpose of the financial statements, management report and
sustainability statement. In our view, this objective is best supported through practical guidance, best-
practice examples and proportionate application of existing requirements, rather than through new

requirements or other measures that would create unnecessary cost and complexity for preparers.

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)?

Eumedion broadly supports Chapter 2’s description of the types and mechanisms of connectivity. We

consider the framework comprehensive and broadly aligned with connectivity concepts reflected in ESRS

and ISSB requirements and with the coherence objective of the IFRS Management Commentary Practice

Statement. In our view, connectivity is particularly decision-useful where it helps users understand how

material sustainability-related impacts, risks and opportunities (IROs) are reflected in the company’s

strategy and policies, its risk management framework and its capital allocation and how they may affect

financial performance, key estimates and future cash flows. At the same time, connectivity should be
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approached proportionately and in a way that respects the distinct role and information objective of each
reporting section. It may also be helpful for further work to clarify how connectivity can be applied in

practice in a way that is meaningful, consistent and proportionate across different reporting situations.

¢ Integrated narrative (storytelling): connectivity can usefully go beyond technical cross-references
and, where relevant, help explain the link between material IROs, the company’s strategic
response (including transition plans) and potential implications for financial outcomes.

e Coherence (including explaining inconsistencies): where significant, it may be helpful for
companies to address key apparent “tension points”, for example where transition plans appear
ambitious but related financial statement estimates do not appear to reflect comparable
assumptions. This should, however, remain proportionate: companies should not be expected to
explain every case where information cannot be connected and clearer signposting or flagging
may be sufficient where the company has reasonable grounds to conclude that an apparent
connection does not exist or would be misleading.

e Consistency of assumptions, data and narrative: definitions, scopes, baselines, time horizons and
key inputs would ideally be aligned, as far as practicable; where they are not, companies could
explain the main drivers and implications for interpretation.

¢ Quantitative connections: specific cross-references to relevant line items or notes can improve
traceability, particularly when linking information between the sustainability
statement/management and board of directors’ report (including the remuneration report and the
risk management section) and the financial statements. Where boundaries or measurement
bases differ, a short mapping or reconciliation may be helpful to avoid fragmented disclosure and
to support traceability.

e Current financial effects: where sustainability matters affect recognised amounts and significant
estimates and judgements, investors would benefit from a clear explanation of those effects.
Where investors might reasonably expect an effect, but management concludes impacts are not
material, an entity-specific explanation may also be useful.

¢ Anticipated financial effects: investors benefit from transparent discussion of expected effects,
including assumptions, time horizons and sensitivities and key uncertainties. As a matter of good
practice, companies could provide clear qualitative information where relevant and quantify only
where the information is sufficiently robust, accompanied by appropriate cautionary context to
avoid false precision.

Overall, we view these mechanisms as complementary. In practice, we would prioritise (i) a coherent
integrated narrative and (ii) consistency of key assumptions across the annual report, supported by (iii)
transparent disclosure of current and, where sufficiently robust, anticipated financial effects.
Cross-referencing can support this where useful. While it may in some cases be helpful for companies to
explain why certain information cannot (yet) be connected, we are concerned that a general expectation

to provide such explanations would become unduly burdensome. A more practical approach would be to
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start from the principle that information is not connected unless the company explicitly indicates otherwise
and explains the connection where this is material and useful for users’ understanding.

That said, the focus should not be on introducing new_connectivity requirements, but_rather on improving
alignment between the various reporting standards and supporting good reporting practice through
guidance and examples. The more these standards are aligned, the lower the risk of disconnected
reporting. Furthermore, efforts to enhance connectivity should not come at the expense of fair

representation in any part of the annual report.

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?

Chapter 2 captures mechanisms investors rely on. In addition, companies can enhance connectivity
through additional (including voluntary) information. Useful practices include: (i) concise, entity-specific
explanations of material connections identified by the company, including relevant limitations such as
boundary, aggregation, recognition or measurement differences; (ii) stronger signposting, for example
through clear references between the financial statements and the sustainability statement and, where
appropriate within the applicable financial reporting framework, focused disclosures in the notes on
sustainability related matters that are relevant to recognised amounts, significant estimates or
judgements. This should support traceability without expanding the financial statements into a parallel
sustainability report; (iii) transparent disclosure of the (double) materiality assessment (process and main
outcomes) as a bridge between sustainability topics and expected financial effects; and (iv) digital
connectivity through consistent structured data/tagging, provided this improves comparability and avoids
excessive entity-specific extensions. Where voluntary metrics or forward-looking information are provided,
companies could explain methodologies, assumptions and limitations and avoid duplicating or obscuring

information that belongs in other sections of the annual report.

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.

Eumedion does not consider additional explicit connectivity-related requirements to be necessary, either
within the financial statements or between the financial statements and information reported elsewhere.
Financial statements are generally mature, internally coherent and well understood by users, and further
layering of connectivity requirements risks adding complexity without commensurate benefit.

In our view, connectivity would be better improved through practical guidance and illustrative examples
that encourage clear signposting and specific cross-references to relevant notes, line items and key
estimates, while preserving the financial statements’ self-contained nature. Any such approach should

remain principles-based, proportionate and avoid boilerplate.
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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?

Eumedion welcomes the inclusion of the 17 illustrations in the Supplemental Document as a useful
complement to the Discussion Paper on connectivity. The illustrations help operationalise the concept of
connectivity by showing, in concrete terms, how links between sustainability-related information and
financial information can be established through different mechanisms, including coherence, consistency
and intertemporal connectivity. As such, the illustrations serve primarily as an explanatory and
educational tool that supports a common understanding of connectivity among preparers, users and other

stakeholders. Eumedion supports the DASB statement on this matter and has no further comments.

Suggestions for improvement
To enhance the practical relevance of the illustrations for users of corporate reports, Eumedion
encourages EFRAG to consider the following points in any further work or future guidance:
o Greater focus on financially material outcomes
A stronger emphasis on cases where sustainability-related risks or opportunities lead to
observable financial consequences, such as impairments, changes in asset valuations,
adjustments to capital expenditure or impacts on cash flows, would improve decision-usefulness.
e Clearer treatment of uncertainty and intertemporal effects
Especially for intertemporal connectivity, illustrations would benefit from clearer disclosure of key
assumptions, uncertainties and sensitivities. Where the information is sufficiently robust,
examples could also show how sustainability-related assumptions or scenarios may translate into
financial ranges, or future financial impacts, accompanied by appropriate cautionary context.
e Stronger linkage to capital allocation and governance
Examples illustrating how connectivity informs strategic decision-making, investment prioritisation
or board-level oversight would add relevance for capital providers.
e More balanced set of examples
While “no material impact” cases are informative, a more balanced mix including situations where
sustainability factors do affect financial outcomes would better reflect the analytical challenges
investors face in practice.
Addressing these aspects could help make the illustrations more decision-useful for users, while

preserving their role as practical examples of connectivity in corporate reporting.



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.

Eumedion considers the most useful mechanisms in Table 3.1 to be those that make sustainability
information decision-useful for valuation and stewardship, i.e. by showing whether and how material
sustainability-related matters are reflected in financial statement figures, key estimates and future cash

flows. Eumedion supports the DASB statement on this matter and has no further comments.

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?

Eumedion broadly agrees with the observations in paragraphs 4.12 to 4.35. We find connectivity most
decision-useful where it links material IROs and transition plans to financial statement anchor points and
consistent assumptions, supported by targeted reconciliations and specific cross-references that improve
traceability and avoid double counting and boilerplate. Disclosure of anticipated financial effects remains
relatively immature in practice, but can be highly relevant where assumptions, time horizons and
sensitivities and key uncertainties are transparent and, where relevant, the relationship with financial
effects is explained in an entity-specific manner. Quantification should be provided only where sufficiently

robust and accompanied by appropriate cautionary context to avoid false precision.

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?

In Eumedion’s view, the areas of attention in paragraphs 4.27—4.35 would be better addressed through
non-binding guidance, practical examples and gradual improvements in reporting practice, rather than

through new requirements.

Efforts to improve connectivity should build as far as possible on existing reporting processes and
controls and should remain proportionate to avoid unnecessary cost and complexity for preparers. Where
companies identify material connections, they should explain them clearly; where relevant limitations

affect those connections, concise entity-specific explanations may be useful.



Further work could also help clarify what meaningful connectivity looks like in practice across different

reporting situations.

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? Relevance for users

and decision-usefulness

From the perspective of institutional investors, Eumedion agrees with the feedback in paragraphs 4.36—
4 .45 that better connectivity enhances decision-usefulness. It improves analysis by enabling a clearer
read-across from material IROs and transition plans to amounts and key estimates, supporting
comparability, and strengthening stewardship where sustainability narratives and financial statement

outcomes diverge.

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 arqued 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.

Eumedion acknowledges that further clarification of the border between what belongs in the financial
statements (including the notes) and what belongs in the sustainability statement/management report
may be useful to enhance connectivity and comparability. However, such clarification should be carefully

scoped and proportionate, as it may also create new questions or unintended complexity.

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.

Eumedion supports a user-needs based approach. Eumedion supports the DASB statement on this

matter and has no further comments.

c) Paragraphs 5.31 to 5.35 outline the mixed views that EFRAG has heard on whether forward-

looking information (e.q. 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.
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In this reqard, some stakeholders have suggested that application quidance for paragraph 31 of

IAS 1 (paraqraph 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)?

Eumedion considers forward-looking sustainability commitments (e.g., transition Capex) decision-useful,

but where they do not meet IFRS definitions or recognition criteria, they generally belong in the
management report or sustainability statement. Eumedion supports the DASB statement on this matter

and has no further comments.

d) In paragraphs 5.39 to 5.43, it is suqgested 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.

Eumedion supports the DASB statement on this matter and has no further comments.

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.

Eumedion supports the DASB statement on this matter and has no further comments.

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,
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including the related ESRS 2 requirements. If you agree or disagree with either or both of these
views, please explain why.

Eumedion supports the DASB statement on this matter and has no further comments.

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)

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

a) Reporting boundaries. It can be useful for companies to explain material differences between the
financial reporting perimeter and sustainability reporting boundary (e.g., control concepts and the
treatment of joint ventures/associates) and the effects on key metrics (including intensity denominators).
A concise boundary mapping for key metrics could summarise the boundary used, key inclusions and
exclusions (including major acquisitions/disposals) and the implications for comparability over time.

b) Organisational processes. Connectivity can be supported by better coordination between finance,
sustainability, risk and strategy functions, as well as by internal controls that help align key assumptions,
data and time horizons across the annual report. Practical steps include joint sign-off on key assumptions
and financial statement “anchor points”, alignment of budgeting with transition plans, and embedding

sustainability data in internal control and assurance readiness.

Question 7: Chapter 5: Exploring digitisation to enhance connectivity of reported information

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?

Eumedion agrees that structured data has not yet met its potential for enhancing connectivity. Progress
would benefit from stronger interoperability between financial and sustainability taxonomies, clear tagging
guidance and improved accessibility of tagged data. Artificial intelligence may help users consume
information but should complement, not replace, high-quality structured data. Any further work in this area
should focus on usability without creating disproportionate additional reporting or tagging burdens for

preparers.

Question 8 — Other

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

Eumedion has no further comments.



