To: EFRAG, Financial Reporting and Sustainability Reporting Pillars

Re: Feedback on Discussion Paper Connectivity of Financial and Sustainability Reporting
(December 2025)

Date: 30 June 2026

Dear EFRAG team,

We thank you for the opportunity to provide feedback on the Discussion Paper Connectivity of
Financial and Sustainability Reporting (the DP). We welcome the DP as a timely and well-
structured treatment of a question now central to corporate reporting. This feedback is submitted
in our personal academic capacities and focuses on how digital reporting can allow connectivity
to promote the provision and consumption of reported information. Our feedback thus focuses on
Questions 1 and 7. Where we draw on prior and ongoing academic research, we state what each
study found and why we believe it is relevant.

Yours sincerely,

Dimitris Kanelis, School of Business and Economics, Maastricht University
Argyro Panaretou, Lancaster University Management School



Question 1

(a) We find Chapter 2’s account of the different types of connectivity clear and informative. We
would, however, draw one further distinction that applies across all of them, the distinction
between reconcilable and contextual connections. Reconcilable connections use a shared figure
that can be tied back to the financial statements. Contextual connections explain how two pieces
of information relate, without using a shared figure. Direct connectivity, where the same amount
appears in both statements, is the clearest reconcilable case (42.18-a). Narrative explanations and
coherence are contextual (]92.16, 2.20). Other types, including indirect connectivity, consistency
and the disclosure of financial effects, are reconcilable only to the extent that they contain a shared
figure (992.18-b, 2.19, 2.25, 2.26).

A distinction between reconcilable and contextual connections could also matter operationally. A
reconcilable connection can be mechanically checked, because the shared figure can be compared
across the two statements. It therefore supports the kind of assessment that auditing standards
require and enforcers monitor (42.19). A contextual connection can be read and weighed by a user,
but it offers no comparable automatic check. In general, we would not expect every connection to
become reconcilable. As Wagenhofer (2024) argues, sustainability reporting does not aggregate
data points into totals in the same way as financial reporting, and many sustainability data points
have no matching financial-statement amount. Where the two do meet, for example when net
revenue is used as the denominator of an environmental metric, what is required is consistency
rather than identity of figures. Some connectivity will therefore remain contextual, and disclosure
requirements should accommodate that rather than treat it as a missing reconciliation.

(b) We believe that an encoded, machine-readable link between a sustainability figure and a
specific financial-statement figure could be a value-adding mechanism. Chapter 2 describes
mechanisms such as cross-referencing, signposting, reconciliation between data points and
qualitative explanation (992.28, 2.29). These mechanisms operate mainly at the level of the
document. An encoded link works differently. It records the relationship in the data itself as a
tagged connection that software can resolve and check. The DP already describes this technology
in Chapter 5, where it discusses tagging individual sustainability elements, reusing financial-
reporting elements such as revenue, and combining financial-statement line items with
sustainability data (95.66, 5.67). However, it presents this as a digitisation feature, and does not
yet treat it as a connectivity mechanism. We believe treating the encoded fact-level link as a
mechanism can be a valuable addition. It moves the unit of connection from the document to the
individual fact, and it is the means by which a reconcilable connection becomes machine-
checkable. Recognising such a mechanism could also inform the debate on which connections to
encourage, which to require and which to validate.

(c) More explicit connectivity requirements, provided they are targeted and specific, can be
beneficial. However, any general instruction to “connect” financial and sustainability information
could produce more disclosure, but not necessarily more comparable disclosure. Under the first
EU non-financial reporting Directive, which left the choice of framework open, many firms

2



adopted divergent frameworks rather than converging on one (Breijer and Orij, 2022). To avoid a
scenario where connectivity increases at the expense of comparability, connectivity requirements
should be supported by clear application guidance and, where appropriate, validation or
enforcement.

Question 7

We agree with EFRAG that structured data has not yet met its potential. We believe structured
reporting could do more to enhance connectivity in the provision and consumption of reported
information if clearer requirements governed how digital links are encoded, validated and used.
Hagemeier and Miiller (2026) provide user-side evidence that this potential is not yet realised.
Their results suggest that sustainability sections attracted traffic comparable to financial sections,
but users showed little movement between the two sections. This suggests that placing financial
and sustainability information in the same report does not by itself produce integrated use. A
structured-data tag can identify the concept a reported figure represents, which allows software to
compare figures that share a concept and, where appropriate, check numerical agreement (95.65).
However, a tag cannot determine whether a contextual explanation is coherent. Under the Question
1 framework, we therefore believe the benefits of structured data are more likely to be observable
and verifiable first for reconcilable connections.

EFRAG’s ESRS taxonomy already defines an arcrole that can record a connection between a
sustainability fact and a specific financial-statement fact (EFRAG, 2024, 190—-191). The arcrole
is optional (4192), and EFRAG notes that it can be enforced only through a tagging rule set by the
supervisor, with the supporting validations deferred to ESMA (EFRAG, 2024, 4117, 188). In a
comprehensive scan of the inline-XBRL filings available on the public European filing index
maintained by XBRL International (filings.xbrl.org), for the 2024 and 2025 financial years, we did
not identify any use of the connectivity arcrole. This finding should be read cautiously, because
sustainability tagging was not mandatory for those years and the absence of ESRS tags in ordinary
filings is therefore not surprising. However, it suggests that an optional arcrole may do little to
support fact-level connectivity in practice unless it is accompanied by clear application
requirements, validation checks and guidance on the anchors to which it applies. This argument is
also consistent with academic evidence that suggest that such ESG disclosure requirements
improve the information environment when they are binding and credibly implemented (Krueger,
Sautner, Tang and Zhong, 2024).

Digital reporting may also improve fact-level connectivity, but that benefit depends on the
reliability of the tags at both ends of the link. Evidence from ESEF filings points to risks that are
relevant by analogy for sustainability tagging. Firms may create entity-specific extensions for
concepts that the standard taxonomy already contains, and Zvekan (2025) finds that roughly one
filing in seven contained figures not properly anchored to the standard dictionary. Standard
concepts may also be too broad or overlapping. Camfferman and Max (2025) show that one broad
expenses tag was used by 70% of firms for content ranging from staff costs to income tax. A
connectivity link anchored to tags of this kind would inherit their ambiguity. It could appear precise
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at the technical level while remaining unclear at the reporting level. The practical implication is
that tags and related reporting concepts should be carefully designed if digital reporting is to
improve fact-level connectivity.

Governing digital reporting tags and concepts does not require standardising the whole disclosure.
Structured reporting can separate the firm’s chosen wording from the taxonomy concept used to
identify the underlying item. Camfferman and Max (2025) find that the legal-form-of-entity tag
was used by 99% of firms across 2,125 reports in 22 countries, and almost always correctly, despite
differences in language and legal vocabulary. The XBRL Europe white paper referenced by the
DP makes the same point for revenue, where differently worded disclosures remain comparable
once they map to a single concept (XBRL Europe, 2022). The key insight here is that comparability
can be built at the level of the shared identifier, while preparers retain flexibility in labels and
narrative.

Once the link and its anchor tags are governed, the remaining question is how far any requirement
should extend. Disclosure imposes processing costs on users, and those costs shape whether the
added information is acquired and used at all (Blankespoor, deHaan and Marinovic, 2020). A
connectivity requirement is itself a form of regulated disclosure, and regulated disclosure tends to
expand. Impink, Paananen and Renders (2022) find that regulation-induced disclosures increased
reporting volume, with evidence consistent with information overload. Further, evidence from the
EU Taxonomy indicates that there is considerable diversity in whether and how companies apply
a materiality threshold. In the first full year of application, across 62 firms, about two-thirds of
reported KPI figures were below 1% of their financial-statement denominator and about one-third
rounded to zero (Boonen, Camfferman, van Dijk and Stanton, 2025). Taken together, the evidence
supports starting with connections that are material enough to matter to users, rather than requiring
digital links across the full range of possible connectivity.
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