
Question 1 — Underpinning concepts 

(a) View on the Chapter 2 description of types and mechanisms of connectivity (paragraphs 2.14 to 
2.30) 

I think the taxonomy is sound and usable. The six types map cleanly onto how the work actually gets 

done in a reporting cycle, and two distinctions in particular earn their place. The direct/indirect 

connectivity split (2.18) reflects a real difference preparers navigate — a straight cross-reference to a 

financial-statement line item is a different task from reconciling an aggregated sustainability figure 

back to the accounts. Further, I would like to endorse EFRAG's position at 2.23: coherence is the 

broader notion and consistency lives inside it. In my experience many preparers use the two words 

interchangeably, and the distinction has practical consequences: a report can be perfectly consistent 

(no contradictions) and still incoherent (the pieces don't build a complete picture). 

One caveat, offered to keep the framework honest rather than to criticise it: the mentioned categories 

are cleaner on paper than in a live report. EFRAG somewhat acknowledges this in its "overlapping 

elements" remark. The word-pair that blurs most is "providing explanations / telling a story" and 

"coherence" — in practice these are the same act of drafting a section, not two separate mechanisms. 

I'd encourage EFRAG to keep this visible, so the taxonomy doesn't come to look tidier than the 

reporting reality it describes. I'd also note in passing that the framework is built to accomodate large 

listed groups, and several mechanisms carry a cost for smaller preparers that "framework-agnostic" 

does not fully cover. 

(b) Other types or mechanisms not included in Chapter 2 

The Chapter 2 list is already unusually complete — it incorporates the 21 mechanisms from Bayne et 

al. — so I would not add one for the sake of it. I'd raise a single addition. 

Consistency of the materiality determination across reports is, in my view, a connectivity mechanism 

in its own right, and it is not quite captured by the consistency of data and assumptions at 2.19. The 

connection users actually chase is: if a matter is material enough to report in the sustainability 

statement, why does it not surface in the financial-statement materiality judgment, and if it genuinely 

does not, why not? That is a consistency question about the materiality conclusion itself, not about 

the data or the process behind it. Surfacing it as its own mechanism would give preparers and users a 

clearer handle on one of the most common apparent inconsistencies across the two reports — and, 

handled well, it is one of the strongest defences against a charge of greenwashing, since it forces a 

company to explain rather than simply assert where a matter does and does not hold. 

(c) Should the IASB develop explicit connectivity-related requirements for information within and 
outside the financial statements (paragraph 2.24)? 

Yes, I agree it should. 

ESRS, the ISSB Standards, and the 2025 IFRS MCPS all carry explicit connectivity, connection or 

coherence requirements; IFRS Accounting Standards do not. In practice this means the connection is 

only ever pulled from outside the financial statements toward them, and never required from within. 

The illustrations show that two-way connectivity is both achievable and useful. 

The obvious objection is that financial statements are meant to be self-sufficient, so connection should 

flow inward only. I don't think self-sufficiency and connectivity are in tension, and this is the part I'd 



press from an accounting standpoint rather than a sustainability one. IFRS 7 already requires 

incorporation by cross-reference for certain risk disclosures (2.3(b)), and the IASB's own cash-flow 

project has identified the need for better connection of information within the financial statements. 

So the IASB is not being asked to import a foreign concept from the sustainability standards. It is being 

asked to make explicit, and apply consistently, something the standards already do in places but 

unevenly. Framed that way, the case does not depend on "the sustainability standards have it, so IFRS 

should too" — it stands on the internal logic of the accounting standards themselves. 

One condition. Explicit requirements should be principle-based and aimed at genuine connection, not 

a mechanical instruction to cross-reference. The DP itself records the failure mode at 4.34 — 

uninformative mutual cross-referencing, where a sustainability disclosure points to a note and the 

note only points back — and duplicative reporting that follows when connection is forced rather than 

meaningful. A requirement that is tied to the objective of letting a reader actually connect the 

information would close a real gap. 

Question 4 — Clarifying the borders of the financial statements with respect to disclosures 

(a) Clarifying the border as an enabler of connectivity (paragraphs 5.12 to 5.43) 

I agree that clarification would help, but would frame the problem more narrowly than the DP does. 

What paragraphs 5.12 to 5.26 describe as a "border" question is, for sustainability-related intangibles, 

really a recognition question. The reason own workforce, relational capital and similar resources sit 

outside the financial statements is not due to the border being unclear; their exclusion is based on the 

failure to meet recognition criteria in the IAS 38 control test. Where they are acquired, IFRS 3 

subsumes them into goodwill because they are not separately identifiable (paragraphs 5.23(d) and 

5.24). The border is doing what it was designed to do. 

I believe this distinction is central for connectivity. Clarifying where a company may disclose 

information about an unrecognised intangible helps at the margin. It does not connect what the 

financial statements never capture in the first place. A reader of Illustration 3 can see the company 

state there is no material human-rights exposure, and that is useful, but the underlying human capital 

that drives the business is invisible to the financial statements by construction, not by drafting. So I'd 

support clarification, while cautioning EFRAG against implying that a location fix resolves what is a 

measurement and recognition gap. The two emerging initiatives on monetising impacts and 

uncontrolled resources are aimed at that deeper gap, and I'd encourage EFRAG to keep the two 

conversations distinct rather than absorbing them into a "border clarification" conversation. 

(b) When information on unrecognised sustainability intangibles should be disclosed in the 
financial statements (paragraphs 5.20 to 5.22) 

On this point I'm more cautious. The suggested trigger — disclose in the financial statements "if such 

information meets the needs of users" — is too 'fluffy' a concept to be workable, and I think it invites 

the disclosure overload that stakeholders themselves flagged in response to the Uncertainties project. 

"Meets the needs of users" gives a preparer no defensible stopping point. In practice it pushes the 

materiality judgment onto every reporting cycle with no anchor, which is a real cost for smaller 

preparers who do not have the technical resource to investigate this question on a line by line basis. 

I'd tie disclosure to a defined anchor instead: information on an unrecognised intangible belongs in 

the notes when it explains a recognised line item that is already there — for example, staff training or 



R&D expenditure that has been expensed rather than capitalised, as paragraph 5.22 itself allows. That 

keeps the disclosure connected to something the financial statements actually contain, rather than 

opening a free-standing channel for narrative that would be better placed in the sustainability 

statement or the management report. Where the information has no such anchor, it should live 

outside the financial statements (with reference points to it). 

It's worth acknowledging what this conservative position costs. The intangibles with no current 

financial-statement footprint — own workforce being the clearest — are exactly the ones a line-item 

anchor keeps out of the notes, yet they are often what drives a knowledge-based business's value. 

This reflects a deeper tension: sustainability statements exist partly to surface what financial 

statements have long left out, because it could not be captured in simple monetary terms. Paragraph 

5.25 makes the point from the other side, noting narrative in the front of the annual report that cannot 

be linked to any single expense line. I take that seriously — it is the same gap my own work with the 

Value Balancing Alliance on impact measurement tries to close. 

On balance I'd still hold the conservative line, because the open view has no natural stopping point 

and the DP does not propose a test that would give it one. But I'd flag this as a developing case rather 

than a settled one: as impact measurement matures, the boundary of what can usefully sit in the notes 

may shift, and this is an area worth revisiting. 

(c) Forward-looking commitments in the financial statements, and application guidance for IAS 
1.31 / IFRS 18.20 (paragraphs 5.31 to 5.35) 

Two separate points here, and I take a different position on each. 

On application guidance: yes, I agree, the IASB should develop such a document. EFRAG's own 

reasoning in paragraph 5.34 is, in my view, decisive. The current clarification of IAS 1.31 lives only 

inside Example IV-1, and that example includes two things that limit it. It only illustrates the case 

where a company discloses that there is no material exposure; it never shows the reverse: where 

qualitatively material information should be added. And the clarifying language was inserted after the 

exposure draft stage, so it never went through stakeholder scrutiny. Clarifying a recognition-and-

disclosure boundary through a single, one-directional, unconsulted illustrative example is not a sound 

basis for a highly disputable point. Application guidance would carry the authority the example cannot. 

On whether forward-looking commitments such as future Capex should sit in the financial statements: 

here I take the opposite view to the stakeholders who wish to see them there, and this is my personal 

judgement call. 

Users have a genuine need — paragraph 5.31 records the request for a time series of likely costs even 

where the commitment does not yet qualify as a provision or contingent liability, and I understand 

why an analyst wants it. But putting it inside the financial statements strains the border for a weak 

return. The information is forward-looking, carries the litigation risk noted at paragraph 5.36(a), and 

is not tied to a defined element at the reporting date. More to the point for connectivity: the same 

need is better met by a robust disclosure in the sustainability statement, cross-referenced to the 

financial statements, than by widening the scope of the financial statements. The connectivity 

objective is served by the link, not by relocating the content. The condition is that the reference 

marker has to be solid — the DP itself records the problem of uninformative mutual cross-referencing 

at paragraph 4.34(a), where a sustainability disclosure and a note point back and forth amongst each 

other. A commitment disclosed outside the financial statements, with a genuine cross-reference to 



the line items it will eventually touch, gives the user the time series they asked for without asking the 

financial statements to carry information outside their scope. 

Put simply: fix and solidify the connector, don't move the border. 

(d) Indicators and event triggers for intertemporal connectivity (paragraphs 5.39 to 5.43) 

I agree this is useful, and since the DP asks for suggested indicators (paragraph 5.43), here are a few 

from an ESRS-implementation standpoint. They share a common logic: each marks the point where 

an item disclosed outside the financial statements gains a "past event," a controllable resource, or 

enough measurement certainty to cross into recognition or note disclosure. 

● A constructive obligation hardening into a legal one — a lawsuit being filed over 

environmental damage or product harm, or a regulatory limit being breached or about to be 

breached with a fine attached (this tracks the fact patterns EFRAG cites at paragraph 5.41). 

● A transition-plan Capex commitment reaching a firm decision point — final investment 

decision, board approval, or a signed contract — at which the commitment hardens and 

moves towards a recognisable asset, expense, or disclosable obligation. 

● A sustainability-linked financing feature being triggered — for instance a KPI being met or 

missed such that the interest rate increases or decreases, changing the measurement of the 

instrument under IFRS 9 (Illustration 16 shows exactly this mechanism, where the 

sustainability-linked loan's rate depends on a transition KPI). 

● A change in the assessed likelihood of an anticipated effect crossing the threshold from 

"possible" to "probable," which is the point at which a contingent liability may become a 

provision. 

I'd add one caution EFRAG already half-anticipates at paragraph 5.42: these triggers are jurisdiction- 

and time-dependent, so they work better as a non-exhaustive reference list that preparers apply with 

judgment rather than a checklist. 

 

 

Closing remark  

I'd like to close my observations with a personal general remark - one on the timeliness of the 

investigation into connectedness. I am simply not sure it is the right time to look into this matter, given 

the final ESRS are still in flux and the first sustainable reports in a second version/final format' have 

yet to be produced. It is certainly a useful theoretical thinking exercise amongst experts but would 

overwhelm the vast majority of the reporting population if released into the field in the near future. 


