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Response to EFRAG’s Discussion Paper on Connectivity of Financial and 

Sustainability Reporting 

Summary 

ICPAC welcomes the opportunity to respond to EFRAG's Discussion Paper on the 

Connectivity of Financial and Sustainability Reporting (the "DP") and the accompanying 

Supplemental Document containing illustrative examples, published in December 2025. 

Our responses to the individual questions are set out below.  

We would make the following general observations by way of context for our detailed 

responses: 

• We support the overall direction of EFRAG's work, and we consider the conceptual 

framework developed in the DP to be a sound and useful foundation for future 

standard-setting and guidance. 

• We emphasise, however, that connectivity should be pursued in a manner that 

preserves the integrity and clarity of both financial statements and sustainability 

disclosures.  

• We consider that practice in this area is still developing, and we encourage EFRAG 

and other standard setters to allow sufficient time for that development before 

drawing firm conclusions about the need for new requirements. 
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Responses to individual questions 

Question 1(a) – Types and mechanisms of connectivity described in Chapter 

2 

We welcome EFRAG's structured and comprehensive treatment of the various types and 

mechanisms of connectivity set out in Chapter 2. The types/mechanisms of connectivity 

presented — encompassing coherence, consistency, cross-referencing and reconciliation, 

disclosure of current and anticipated financial effects, and intertemporal connectivity — 

provide a useful conceptual foundation from which preparers, auditors, and other 

stakeholders can develop a shared understanding of this evolving concept. 

We broadly support the framing set out in Chapter 2. In particular, we note that 

consistency is not a new concept in financial reporting. It has long underpinned the 

preparation of annual reports and has been embedded in auditors’ responsibilities, 

notably in relation to the “other information” requirements under auditing standards. For 

this reason, we consider that its established role makes it well suited to serve as a 

foundational qualitative characteristic supporting connectivity between financial and 

sustainability reporting. In addition, the 2021 IASB Management Commentary Practice 

Statement Exposure Draft (MCPS ED) links coherence to notions such as completeness, 

clarity, and comparability. We consider that coherence, like consistency, is a well-

established and readily understood concept in this context. We would therefore 

encourage EFRAG to formally position coherence and consistency as enhancing 

qualitative characteristics within the connectivity framework. 

Also, we recognise the value of cross-referencing in reducing duplication and improving 

the conciseness of the reporting. However, a stand-alone cross-reference, without 

adequate context, does not always in itself deliver meaningful connectivity. To be 

effective, cross-referencing should be accompanied by a clear explanation, where it is 

considered necessary, of how the referenced sustainability information relates to the 

entity’s financial position and performance. 

We also recognise the value of reconciliation between quantitative data as a tool for 

enhancing traceability between sustainability-related metrics and financial statement 

components. However, we consider that its usefulness depends on being complemented 

by narrative explanations where necessary to understand the connectivity.  

We note that anticipated financial effects are conceptually useful for supporting 

connectivity, but their practical application remains challenging due to limited 

development of measurement approaches and high levels of estimation uncertainty. 

EFRAG should clarify that connectivity does not require full quantification or 

reconciliation of all anticipated effects. We also consider that additional guidance would 
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be helpful to clarify expectations and the extent to which such information should be 

prepared and disclosed. 

We also wish to highlight the importance of maintaining readability and 

understandability when applying connectivity mechanisms. The mechanisms outlined 

should be used in a balanced manner that does not require users to navigate excessively 

across sections of the annual report in order to piece together a coherent picture. 

Additionally, where parts of the annual report are not subject to assurance—particularly 

in the case of cross-referenced information—this should be clearly disclosed to users, as 

uncertainty about the scope of assurance may undermine the overall credibility of the 

report. 

Question 1(b) – Additional types or mechanisms of connectivity 

Beyond the mechanisms discussed in Chapter 2, we would highlight the potential value 

of digital connectivity as an additional mechanism that merits explicit consideration. The 

increasing adoption of structured digital reporting formats, including XBRL tagging of 

both financial and sustainability information, creates new opportunities for machine-

readable linkages between data points that complement the narrative and quantitative 

connectivity mechanisms described in the Discussion Paper. We encourage EFRAG to 

consider how digital connectivity might be acknowledged as a distinct and increasingly 

important mechanism. 

Question 1(c) – The suggestion that the IASB should develop explicit 

connectivity-related requirements 

We agree that there is merit in the IASB further developing explicit connectivity-related 

requirements. Clearer articulation of connectivity would help improve consistency in 

reporting practice. We also note that sustainability reporting remains at an early stage of 

development for many preparers, and therefore further guidance could support its 

development and practical implementation over time. 

Question 3(a) – Views on the aggregated observations in paragraphs 4.12 to 

4.35 

Having considered the findings set out in the Discussion Paper, we broadly concur with 

EFRAG’s assessment that companies are making meaningful progress on connectivity, 

with some improvements already visible in practice. 

However, we observe that important gaps remain. The links between strategy, 

sustainability-related risks, and financial outcomes are often not clearly articulated or 

remain high-level. In several cases, material sustainability risks or exposures are 

identified at a narrative level, but their implications are not always clearly reflected in 

related financial statement judgements or assumptions. 
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In our view, this highlights a dimension of connectivity that goes beyond consistency or 

cross-referencing, namely whether material sustainability information is appropriately 

reflected in financial judgements and decision-making processes. We encourage EFRAG 

to further consider this aspect in its ongoing work on connectivity. 

Question 3(b) – How areas of attention can be addressed 

We agree with EFRAG’s diagnosis of the key challenges and offer the following 

observations on how the identified areas of attention may be addressed. 

The most fundamental enabler of improved connectivity is the quality and integration of 

the underlying data. In our view, many of the connectivity gaps identified in Chapter 4 

are symptomatic of a structural disconnect between the data systems used to produce 

sustainability disclosures and those underpinning the financial statements. Closing this 

gap requires investment in data infrastructure and governance, not only in disclosure 

standards, and we encourage EFRAG to acknowledge this upstream constraint. 

In relation to anticipated financial effects specifically, we reiterate the point made in our 

response to Question 1. The disclosure challenges in this area reflect both the immaturity 

of estimation methodologies and genuinely high measurement uncertainty. The 

appropriate response is not to demand more disclosure but to develop clearer guidance 

on what proportionate, decision-useful disclosure of anticipated financial effects looks 

like across different time horizons and risk types. 

Question 4(a) – Clarifying the borders of the financial statements as an 

enabler of connectivity 

We are broadly supportive of the view expressed in paragraphs 5.12 to 5.43 that greater 

clarity around the borders of the financial statements, in relation to sustainability-related 

disclosures, would be a useful enabler of connectivity. We believe that clearer boundaries 

help ensure consistent application, reduce preparer uncertainty, and improve users’ 

understanding of how information is allocated between the financial statements and 

other parts of the annual report. 

That said, we consider it important to distinguish between clarifying existing boundaries 

and expanding them. In our view, the borders of the financial statements are, in most 

respects, already well-established. The more productive focus for EFRAG is therefore not 

to reopen these foundations but to help resolve specific grey areas identified by EFRAG 

where practice is genuinely uncertain. For instance, we note that challenges can arise 

where different reporting frameworks require disclosure of different information relating 

to the same transaction, event, or condition, which can create apparent inconsistencies 

that may be confusing for users, even where both sets of disclosures are individually 

compliant with the applicable standards. 
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Question 4(b) – Suggestions for disclosing information on sustainability-

related unrecognised intangibles in the financial statements 

We approach this question with caution. While we recognise that sustainability-related 

intangible resources—such as human capital, relationships, knowledge, and natural 

capital dependencies—are increasingly relevant to users’ understanding of value creation, 

we are not persuaded that extending the financial statements to include information on 

unrecognised intangibles is appropriate. 

Our concern relates to conceptual consistency and reliability. The financial statements 

are based on clear recognition criteria under the IFRS Conceptual Framework, and items 

that do not meet those criteria are, by definition, outside their scope. Introducing 

disclosures that effectively mirror recognition of such items could blur this boundary, and 

the auditability of such disclosures would present significant challenges. We consider that 

the IASB’s ongoing project on intangible assets is the appropriate forum to assess whether 

the recognition and disclosure framework should be revised. 

Question 4(c) – Forward-looking information in the financial statements and 

application guidance for IAS 1, paragraph 31 / IFRS 18, paragraph 20 

As a general principle, information that is not linked to the defined elements of the 

financial statements and that is not required to understand the carrying amounts, 

judgements, or estimation uncertainties reflected in those statements, is more 

appropriately presented elsewhere in the annual report. We believe that the management 

report is a well-suited vehicle for forward-looking information of this type, where it can 

be situated alongside strategic narrative without creating confusion about recognition 

thresholds or measurement precision. 

We note that paragraph 31 of IAS 1 (and its equivalent in IFRS 18) already provides a basis 

for requiring additional information where it is qualitatively material to users' 

understanding of the financial statements. The IASB's educational material and 

illustrative examples published in November 2025 offer a useful demonstration of how 

this requirement applies in practice, including in sustainability-related contexts. We do 

not consider it necessary, at this stage, to develop further application guidance beyond 

what the IASB has already produced.  

Question 4(d) – Intertemporal connectivity  

We acknowledge the conceptual interest of the analysis in paragraphs 5.39 to 5.43 and 

recognise that intertemporal connectivity is a genuinely important dimension of high-

quality reporting. We see merit in this concept in particular the idea that certain 

sustainability-related exposures may evolve over time and later give rise to recognition or 

disclosure in the financial statements. 
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However, we would caution against formalising this analysis into a prescriptive 

framework of event triggers or indicator lists. We consider that identifying specific event 

triggers or indicators for such transitions is likely to be highly judgemental and context-

dependent, and may vary significantly across industries and jurisdictions. In practice, the 

progression from narrative sustainability disclosure to recognition or disclosure within 

the financial statements is inherently entity-specific, shaped by a wide range of external 

factors and existing accounting principles that already govern such assessments. 

Rather than developing additional requirements, we would encourage EFRAG to consider 

whether clearer explanations of how existing accounting requirements already address 

intertemporal dynamics supported by illustrative examples — might more efficiently meet 

the same objective. 

Question 5(a) – Differences in the level of disaggregation between financial 

statements and sustainability disclosures 

We broadly agree with EFRAG's analysis that differences in the level of disaggregation 

between financial statements and sustainability disclosures are, in most cases, an 

expected consequence of the different objectives, targets of users and materiality 

frameworks rather than a deficiency requiring correction.  

It is useful to consider the underlying relationship between the two sets of information. 

Financial statements are designed to be complete and self-contained. Sustainability 

disclosures, on the other hand, are intended to complement them and may appropriately 

refer to financial information without repeating the same level of detail. As a result, some 

differences in structure and level of aggregation between financial and sustainability 

reporting are not only acceptable but often necessary. 

Question 5(b) – Underrepresentation of sustainability-related metrics in 

segment disclosures and the IFRS 8 management approach 

We see merit in both aspects of EFRAG’s analysis and consider them complementary 

rather than mutually exclusive. 

From an IFRS 8 perspective, the management approach means that reportable segments 

reflect the internal information used by the chief operating decision maker. Where 

sustainability-related metrics are not yet embedded in internal management reporting 

and decision-making processes, they are unlikely to be reflected in segment disclosures, 

even if they are material from an external reporting perspective. This appears to be a 

structural feature of current practice rather than a deficiency in the requirements 

themselves. However, we note that any review of IFRS 8 should be considered carefully. 

The management approach is intended to reflect how the business is actually run, and 

requiring the inclusion of externally driven sustainability disaggregation could risk 

moving away from that principle. 
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From an ESRS perspective, we agree that the observed lack of linkage may also reflect the 

early stage of implementation. The requirements relating to business activities and their 

connection to reporting structures are relatively new, and it is reasonable to expect that 

alignment with IFRS 8 segments will improve as preparers develop more integrated 

systems and processes. 

Question 6(a) – Assessing differences in reporting boundaries 

We welcome EFRAG's analysis in paragraphs 5.55 to 5.60 and consider the issue of 

differences in reporting boundaries to be an important and underappreciated dimension 

of connectivity. In our view, transparency about the scope of consolidation applied in each 

section of the annual report is a prerequisite for users to understand which information 

can and cannot be meaningfully connected across those sections. 

The coexistence of multiple consolidation approaches within a single annual report — 

financial control under IFRS 10 for the financial statements, and operational control as a 

permissible approach for certain sustainability metrics, notably GHG emissions — creates 

a genuine risk of misinterpretation. We therefore support EFRAG's call for greater 

transparency on any such differences, and we encourage this to be addressed as a matter 

of priority in future guidance. 

We would also observe that, as the reporting boundary for consolidated sustainability 

statements converges with that of the consolidated financial statements under the Draft 

Amended ESRS, some of the connectivity challenges in this area should reduce over time.  

Question 6(b) – Enhancing connectivity in organisational processes 

We strongly agree with EFRAG's observation that connectivity in reported information is, 

to a significant extent, a reflection of connectivity in internal organisational processes.  

We therefore support efforts by EFRAG to highlight the organisational enablers of 

connectivity, and we welcome the emphasis placed on governance disclosures as a means 

of giving users insight into how sustainability-related responsibilities are structured and 

exercised within an entity.  

Question 7 – Structured Data and Digital Tools as Enablers of Connectivity 

We agree with EFRAG's observation that structured data has yet to fulfil its potential as a 

connectivity enabler, and we recognise that the emerging EU digital reporting ecosystem  

encompassing ESEF, ESAP, and the CSRD's digital reporting mandate provides a 

promising foundation on which to build. We see genuine potential in AI as a 

complementary analytical tool, particularly for identifying patterns and narrative 

inconsistencies across large volumes of reported information. 


