
QUESTIONS TO CONSTITUENTS 

EFRAG invites comments on all matters in this Discussion Paper and its Supplemental Document, 
particularly in relation to the questions set out below. Comments are more helpful if they:  

• address the question as stated;  

• indicate the specific paragraph reference to which the comments relate; and/or  

• describe any alternative suggestions that should be considered.  

All comments should be received by 30 June 2026. 

 

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)? 
 
The discussion in Chapter 2 appears robust and pragmatic, as it clearly defines what is meant by 
connectivity and, more importantly, how it can be achieved. It is important to emphasise that the 
relevance of connectivity should be independent of the frameworks used, as users benefit from 
consistent information regardless of whether the requirements stem from ESRS, IFRS, ISSB, or other 
standards. 
At the same time, EFRAG is encouraged to make explicit the challenges arising from potential 
divergences between the different frameworks applied (including both financial and sustainability 
frameworks) and to clarify how such divergences can be addressed. In addition, the reference 
points included in the Discussion Paper could, in some cases, be more clearly distinguished (there 
is occasionally the impression that similar mechanisms are being discussed in different sections) 
and should not be interpreted as a mandatory minimum set to be considered for connectivity, also 
to avoid them being treated as a checklist to be mechanically applied. 
It is further noted that the reporting boundary remains a central challenge, given the divergences 
between financial consolidation, operational control, the value chain, and topic-specific 
sustainability boundaries. Connectivity should therefore aim at providing a transparent explanation 
of these differences, rather than forcing alignment. 
Finally, while recognising the conceptual importance of intertemporal connectivity and anticipated 
financial effects, it is highlighted that these areas remain particularly complex in practice, as 
forward-looking ESG information is often based on still immature methodologies, uncertain 
assumptions, and highly discretionary estimates. 
Moreover, it should be clarified that, in practice, connectivity mechanisms such as cross-references 
should not become excessive to the point of fragmenting the reading experience. 
Another aspect to consider is that the paper was developed based on the “first” revision of the 
ESRS, whereas in the final version to be published by the Commission some concepts may change 
significantly (for example, the fact that companies might be allowed to rely solely on the 
“operational” view for environmental aspects). 
 



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? 
 
More explicit reference could be made to a mechanism that enables a structured explanation of the 
reasons why information may differ between the financial report and the sustainability report. In 
practice, users benefit not only from direct linkages and reconciliations, but also from a concise 
explanation of why the same topic may be presented differently, due to differences in purpose, 
scope, timing, materiality, or measurement criteria. 
 
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. 
 
Our suggestion is to exercise caution with regard to the proposal set out in paragraph 2.24. While we 
do not oppose further IASB guidance aimed at promoting coherent reporting, an approach that blurs 
the boundaries of financial statements or effectively introduces mandatory connectivity 
requirements beyond what is justified by the purpose of IFRS is not considered appropriate. 
Financial statements must remain stand-alone, decision-useful documents in their own right, as they 
are subject to specific recognition, measurement, and assurance criteria. It may be useful to explain 
linkages with the financial statements in other sections of the annual report, but this does not imply 
that all material sustainability information should be incorporated into the financial statements 
themselves. 
From this perspective, it is more appropriate to regard the financial statements as the primary and 
reliable reference point for reporting, rather than as a vehicle for broader and more forward-looking 
sustainability information. 
It is also emphasised that the management report is structured differently across jurisdictions, and 
therefore any potential IASB intervention should be principle-based, globally applicable, and mindful 
not to assume a uniform reporting architecture. 

 

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? 
 
The illustrations presented in Chapter 3 are highly valuable from a practical perspective, as they 
provide tangible insights into the opportunities for financial connectivity, while also showcasing 
different use cases for the various mechanisms and forms of connectivity. Nevertheless, a few 
considerations can be made. It would be beneficial to include a broader range of examples of 
connectivity related to sustainability topics beyond climate, which currently represents the area 
most commonly linked to financial statements. In addition, it would be useful to examine cases that 
more effectively connect elements of the sustainability statement with the cash flow statement. 
These examples are, in any case, more effective when considered as illustrations of possible 
approaches, rather than as evidence of a single preferred model or as a basis for quasi-mandatory 
expectations. As noted, they should be further expanded to cover topics beyond climate and to 
place greater emphasis on aspects of connectivity such as direct versus indirect linkages, current 
financial effects, and, more generally, less on aspects of coherence and consistency. The 
accompanying document itself clarifies that the illustrations are selected examples, that no annual 
report analysed includes all types and mechanisms of connectivity identified in Chapter 2 of the 



Discussion Paper, and that a full understanding would require analysis of the entire annual report. 
Considerations related to this context should therefore remain central both in the consultation 
process and in any potential future standard-setting developments. 
An extension of the research conducted would be highly beneficial in order to accurately capture 
the progress made by the market and to enable decisions on potential amendments to the 
standards to be based on more mature evidence. Such an extension should include a wider range of 
examples across diverse sustainability topics beyond climate-related disclosures. Therefore, at this 
stage, it appears premature to request the IASB to amend IFRS Standards to include specific 
references to connectivity.  
Another important point to bear in mind is that the risk of introducing non-material information into 
the financial statements—which could obscure material information—should be avoided. 
 
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. 
 
The most useful connectivity mechanisms are those that are best able to create clear and easily 
verifiable links between sustainability metrics and the figures reported in the financial statements, 
thereby ensuring coherent corporate disclosure and providing a holistic view. In this respect, 
quantitative linkages through cross-references and reconciliations (both direct and indirect 
connectivity), when boundaries are clearly defined and do not excessively fragment the reading 
experience, represent the most effective forms of connectivity, and examples should focus on these 
aspects. 
Similarly, coherence as a general reporting principle supports the completeness, clarity, and 
comparability of the information disclosed. However, most examples tend to concentrate on these 
aspects which, while certainly useful to clarify, arguably require less explanation or illustration, as 
they are more readily understandable and applicable. 
Less useful are connectivity mechanisms (in some cases, even those based on indirect 
connectivity) that require the disaggregation of information that is not material for the financial 
statements (i.e. from aggregated financial line items). Such mechanisms tend to highlight and 
require reconciliations of amounts that are not material for either report. 
In our view, mechanisms that enhance the overall consistency of the narrative, clarify key 
assumptions, and, where appropriate, provide targeted cross-references or reconciliations are 
particularly valuable. These tools can help users navigate the annual report without forcing 
companies into unnecessary duplication. Conversely, mechanisms based on an extremely granular 
alignment between different sections may prove inappropriate where the underlying concepts differ 
significantly—for example, when sustainability information is based on value chain or operational 
control approaches, while financial information is grounded in consolidation boundaries or 
segment reporting. In such cases, a transparent explanation of the differences is often more 
informative than an attempt at full alignment and better reflects the distinct purpose of each 
component of reporting. 

 

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? 
 



We agree that reporting practices are evolving and that greater coherence between financial and 
sustainability information, supported by more effective use of financial connectivity, can be 
beneficial. It is also acknowledged that inconsistent terminology and insufficient explanation of 
linkages may reduce clarity for users. 
With specific regard to the reporting of anticipated financial effects, EFRAG is encouraged to 
approach the topic with particular caution. Quantification—and more generally disclosure—in this 
area remains complex due to methodologies that are still under development, potential commercial 
sensitivity concerns, and the limited reliability of long-term estimates. The paper also highlights the 
inherent limitations of anticipated financial effects in the context of financial connectivity, as such 
effects, by their nature, typically consider time horizons extending beyond those of the financial 
statements for most relevant aspects (e.g. asset impairment). 
Finally, EFRAG is encouraged to place greater emphasis on the need to avoid overestimating what 
users can reasonably expect from integrated reporting, particularly in areas where sustainability 
information is inherently forward-looking or based on scenario assumptions. 
 
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? 
 
The areas of focus identified in paragraphs 4.27 to 4.35 can be addressed more effectively through 
proportionate, principle-based improvements in reporting processes, rather than through the 
introduction of new rigid requirements. There is concern that the analysis is primarily based on a 
first year of reporting, which cannot be considered representative of a steady-state phase. As also 
highlighted in the introduction, it took at least five years for IFRS reporting practices to stabilise, and 
many first-time adopters initially faced challenges even in understanding the requirements. 
Ensuring consistency and strengthening connectivity therefore requires stability in the requirements 
and maturity in reporting practices. For this reason, a patient approach is encouraged to allow such 
evolution to take place. It is also noted that the ESRS framework is currently under revision, which 
should contribute to more targeted reporting. 
From an operational perspective, improvements will depend on stronger internal coordination 
between finance, sustainability, risk, and strategy functions, clearer governance over key messages, 
and better explanation of cases where information is connected and where it is not. This should 
foster more coherent communication without turning connectivity into a standalone compliance 
exercise. 
However, the effort required should not be underestimated. Companies are still developing 
systems, controls, and methodologies for sustainability reporting; consequently, any additional 
expectations regarding connectivity should be introduced gradually and realistically, taking into 
account implementation costs and the level of data maturity. 
This process takes time and is unlikely to be fully achieved in the first year of reporting, when the 
focus remains on understanding and applying the requirements. 
Therefore, while acknowledging that paragraph 4.35 highlights a number of key issues, it is 
considered that it could be further enriched in light of the considerations above, also with a view to 
making the document more operational in describing the different forms of connectivity, including 
by providing theoretical best practice examples. 
Greater harmonisation of terminology across the various sections can certainly serve as a useful 
tool to enhance the clarity and completeness of the information disclosed. 
 
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? 
 
N.A. 



 

QUESTION 4 – CHAPTER 5: CONSIDERATIONS FOR ENHANCING THE CONNECTIVITY OF 
REPORTED INFORMATION AND RELATED ASPECTS 

 
Standard setter consideration: Clarifying the borders of the financial statements with respect to 
disclosures in the notes to the financial statements (analyzed in paragraphs 5.12 to 5.43) 
 
 
a) In paragraphs 5.12 to 5.43, it is argued that clarifying the borders of financial statements with 
respect to the disclosure of unrecognized 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. 
 
Clarifying the boundaries of the financial statements in relation to unrecognised sustainability-
related intangibles (e.g. human capital), future investment commitments, and synergies arising 
from business combinations is a valid and welcome consideration. Greater clarity on the scope of 
the financial statements can enhance understanding and reduce inappropriate expectations. At 
present, there is an expectations gap between the information that can appropriately be included in 
the financial statements and that which is more suitably presented elsewhere in the annual report. 
A clearer definition of these boundaries can therefore strengthen connectivity by improving 
discipline and transparency, without extending the role of the financial statements. 
However, clarifying these boundaries should not automatically lead to an expansion of the content 
of the financial statements. The objective should be to improve clarity and understanding, while 
avoiding the inclusion in the notes of extensive narrative sustainability information or forward-
looking, inherently speculative disclosures. 
The IFRS Board already has an ongoing project aimed at “expanding the boundaries of the financial 
statements” to capture intangible assets that currently do not meet the recognition criteria, and 
which will inevitably cover certain sustainability-related aspects. This should ultimately benefit 
financial connectivity. Our suggestion is to allow sufficient time for the concept of sustainability-
related intangibles to be clearly defined by IFRS in a way that does not compromise investor 
protection; the boundaries of the financial statements will consequently become clearer as a result. 
However, it is essential to define specific accounting metrics to ensure that the recognition of 
these intangible assets in the financial statements is appropriately accounted for. 
 
b) Paragraphs 5.20 to 5.22 outline suggestions for determining when information on sustainability-
related unrecognized 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. 
 
We would support a cautious approach. Disclosures relating to sustainability‑related intangible 
assets not recognised in the financial statements may, in some cases, be useful to users; however, 
any expectations regarding such information should remain firmly anchored to the purpose of the 
financial statements and the existing materiality principle. Such disclosures should not evolve into 
open-ended narrative requirements that are difficult to verify and lack consistency across entities. 
 
c) Paragraphs 5.31 to 5.35 outline the mixed views that EFRAG has heard on whether forward-
looking information (e.g. 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. In 
this regard, some stakeholders have suggested that application guidance for paragraph 31 of IAS 1 
(paragraph 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)? 
 
In principle, forward-looking information that does not have a clear linkage to elements recognised 
in the financial statements (such as future Capex) should not be included in the financial 
statements themselves (including the notes). Its appropriate place should remain within the 
sustainability report, making use of connectivity to provide cross-references to the financial 
statements where there are overlapping elements that merit highlighting for consistency. 
Exceptions may arise where forward-looking information is genuinely linked to clearly defined 
elements of the financial statements and provides material decision-useful insights to users (for 
example, where anticipated financial effects give rise to obligations that have already arisen and are 
already generating a liability). 
However, such guidance should be narrowly scoped and carefully defined, in order to avoid a 
significant expansion of disclosures in the notes based on highly discretionary forward-looking 
information, particularly in light of the challenges associated with the recognition of anticipated 
financial effects. 
It is also important to recall the litigation risk associated with the disclosure of forward-looking 
information, as also highlighted in paragraph 5.36(a). 
 
d) In paragraphs 5.39 to 5.43, it is suggested 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 
recognized 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 
recognized or disclosed in future-period financial statements? If you disagree with this view, please 
explain why. 
 
We acknowledge the usefulness of the concept discussed in paragraphs 5.39–5.43; however, we 
believe that a cautious approach is necessary, avoiding excessive formalisation. 
The section appears somewhat speculative, as it seeks to identify triggers that, in practice, are 
highly entity-specific and influenced by multiple external factors. 
While acknowledging that certain indicators may be relevant (e.g. regulatory changes, binding 
investment commitments, increased evidence of probable cash flows, measurable changes in 
asset values, or regulatory decisions that reduce uncertainty), these elements are already well 
understood within the existing framework. 
Accordingly, such indicators should retain an explanatory role and should not evolve into 
prescriptive requirements or new mandatory disclosure triggers. The transition from narrative 
sustainability information to recognition or disclosure in the financial statements must remain 
inherently case-specific and should continue to be assessed considering existing accounting 
principles. 
It is therefore not considered appropriate for EFRAG to devote additional resources to this area of 
research. A general disclosure requirement on emerging trends or other known factors that may 
entail costs (or also opportunities) in future reporting periods would be sufficient, where, in the 
current period, there is not yet sufficient evidence to allow for or require recognition in the financial 
statements. This suggested approach is similar to what is written in instruction number 5 for the 
SEC 20F disclosure: 
 



“The purpose of this standard is to provide management’s explanation of factors that have 
materially affected the company’s financial condition and results of operations for the 
historical periods covered by the financial statements, and management’s assessment of 
factors and trends which are anticipated to have a material effect on the company’s financial 
condition and results of operations in future periods. A discussion and analysis that meets these 
requirements is expected to better allow investors to view the registrant from management’s 
perspective. Discuss the company’s financial condition, changes in financial condition and results 
of operations for each year and interim period for which financial statements are required. The 
discussion must include a quantitative and qualitative description of the reasons underlying 
material changes, including where material changes within a line item offset one another, to the 
extent necessary for an understanding of the company’s business as a whole. Information provided 
also must relate to all separate segments and/or other subdivisions (e.g., geographic areas, product 
lines) of the company. The discussion must include other statistical data that the company believes 
will enhance a reader’s understanding of the company’s financial condition, cash flows and other 
changes in financial condition, and results of operations. The discussion and analysis must also 
focus specifically on material events and uncertainties known to management that would 
cause reported financial information not to be necessarily indicative of future operating results 
or of future financial condition. Provide the information specified below as well as such other 
information that is necessary for an investor’s understanding of the company’s financial 
condition, changes in financial condition and results of operations”. 
 
 

 

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. 
 
The viewpoint expressed in the Discussion Paper regarding differences in levels of disaggregation is 
largely shared. Financial statements, in fact, reflect a shorter-term horizon and are based on a 
financial control perimeter, whereas sustainability reporting also captures longer-term impacts 
(both actual and potential), often based on operational control and extending across the value 
chain. For these reasons, it is natural that the levels of disaggregation applied to disclosures do not 
fully coincide. 
This constraint can, however, be mitigated by complementing disclosures with mechanisms that 
enhance the overall coherence of reporting, by clearly explaining and articulating differences in the 
level of disaggregation (or in the perimeter applied) arising from the specific context of either the 
financial statements or the sustainability report. 
Differences in the level of disaggregation are often a natural consequence of distinct objectives, 
audiences, and materiality assessments, and should not automatically be regarded as a deficiency 
in the information provided. 
To preserve the relevance of disclosures, it is also important to recognise that full alignment of 
disaggregation levels is neither realistic nor desirable, as it would lead to the disclosure of non-
material information, with the risk of obscuring what is truly material. 
Accordingly, the key objective should not be formal alignment, but rather clarity of disclosure: it is 
essential that the undertaking transparently explains the basis of presentation, enabling users to 
understand the relationships between the different disclosures. In many cases, a clear explanation 
of differences in the level of granularity is more useful than an attempt at forced alignment. 



 
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, including the related ESRS 
2 requirements. If you agree or disagree with either or both of these views, please explain why. 
 
Both interpretations are valid. On the one hand, the management approach tends to favour short- to 
medium-term performance and, as a result, may under-represent both revenues and profitability 
metrics related to sustainability, which also encompass longer-term horizons; this could suggest 
the need for clarification of the principle set out in IFRS 8, with a view to introducing an approach 
more conducive to connectivity. 
On the other hand, it is equally plausible that the limited connectivity observed between 
sustainability reporting and IFRS 8 segments is not solely attributable to structural factors (as 
outlined in the first part of this response), but also to a timing issue, given that many companies are 
still in the early stages of ESRS implementation. As practices mature, greater linkages between 
ESRS disclosures and financial statements may reasonably be expected. In conclusion, the 
observed under-representation is therefore partly structural and partly transitional. 
In any case, caution is warranted in drawing general conclusions from the observations in 
paragraphs 5.49–5.54. IFRS 8 is based on the management approach, which represents a deliberate 
design choice, and it cannot be assumed that sustainability-related revenues or profitability can 
always be directly mapped to operating segments—particularly where sustainability reporting relies 
on sector classifications or taxonomies based on different aggregation logics. 
Differences between segments, sectors, and other sustainability classifications are real and reflect 
genuinely different ways of managing and monitoring information, not merely a transitional phase 
linked to the initial implementation of ESRS. In particular, architectures based on sectors or 
economic activities do not necessarily align with the segmentation required under IFRS 8. 
Sustainability reporting should therefore recognise and, where appropriate, reflect the segment 
approach when it effectively represents how the undertaking manages sustainability matters, also 
in line with the ongoing evolution of the ESRS.  
Sustainability disclosure has a global dimension and cannot always be meaningfully broken down 
by individual segments, nor necessarily aligned with the segments used for segment reporting. 
While it is appropriate to begin considering potential evolutions of segment disclosure, it is essential 
to keep in mind the broader perspective required for sustainability disclosure. 
Any future developments should primarily focus on enhancing explanatory clarity and practical 
operability, rather than pursuing full structural alignment. 

 

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 (analyzed in paragraphs 5.55 to 5.60) 
It is necessary to enhance transparency in the definition of reporting boundaries; however, this does 
not imply the adoption of a single boundary across all reporting frameworks. Sustainability reporting 
may legitimately rely on different criteria (e.g. operational control, value chain, or topic-specific 
boundaries), which do not necessarily coincide with the financial consolidation perimeter. 
In certain areas, such as human rights, an approach limited to financial control or on a pro rata 
basis may not provide decision-useful information; in other cases, differences in boundaries may 
create challenges, such as double counting or increased operational complexity. 



The most appropriate response is therefore to ensure a clear and transparent explanation of 
boundary choices, including their implications for the comparability and connectivity of the 
information disclosed. 
 
b) Enhancing connectivity in organizational processes (analyzed in paragraphs 5.61 to 5.63)  
 
We share the importance of organisational processes in strengthening the connectivity of 
disclosures, which should primarily be grounded in an integrated thinking approach and in effective 
collaboration across the various corporate functions (finance, sustainability, risk, legal, and 
strategy). 
However, companies have different organisational structures and reporting systems and should not 
be driven towards artificial alignment between segments, sectors, and sustainability disclosure 
structures where this does not reflect the actual management of the business. Disclosures must 
remain consistent with the underlying management processes in order to retain their 
relevance. 
With the progressive implementation of new European requirements within the annual report, a 
natural increase in alignment can reasonably be expected as processes mature. 
In this context, integrated thinking represents an enabling factor for improving the quality of 
disclosures, but it should not translate into the imposition of a single reporting architecture nor be 
subject to prescriptive regulation. 

 

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? 
 
We recognise that the structuring and digitalisation of data can contribute to connectivity; however, 
it is essential to maintain a realistic perspective on the expected benefits and implementation 
costs. Digitalisation, in itself, does not resolve conceptual issues or those related to reporting 
boundaries. 
Any developments in this area should focus on usability and proportionality: tagging requirements 
should be justified by a clear added value for users and maintained at a practical level of granularity. 
Digitalisation should facilitate access to and understanding of information, without introducing 
overly prescriptive approaches—particularly where differences in concepts, boundaries, or levels of 
assurance persist. We also share the concerns expressed in the paper regarding the potential 
challenges associated with the use of entity-specific taxonomies in tagging activities. 
In light of the rapid evolution of artificial intelligence technologies, a limited level of tagging focused 
on key elements may prove more effective in ensuring navigability and overall understanding of 
disclosures. Conversely, overly detailed tagging risks encouraging a fragmented reading of the 
information, without improving the actual comprehensibility or connectivity of the disclosures. 

 

QUESTION 8 – OTHER 
 
If any, what aspects of connectivity that are not addressed in the DP would you like to raise?  
 

- EFRAG is encouraged to give greater consideration to the relationship between 
connectivity and assurance. Differences in assurance levels (full versus limited) within the 



annual report can significantly affect how users interpret the information and influence the 
most appropriate placement of disclosures. 

- It is also important to clearly distinguish between connectivity as a qualitative 
characteristic of effective reporting and connectivity as a standalone, binding 
principle. While the former represents a desirable and widely shared objective, an overly 
prescriptive approach to the latter could lead to unintended consequences, encouraging 
standardised, checklist-driven reporting that is less focused on truly material and entity-
specific information. 

- A specific remark on the paper: while we acknowledge its explanatory purpose in relation 
to the concept of financial connectivity, we believe it would benefit from being enriched with 
a greater number of practical examples. These examples need not necessarily be drawn 
from real cases, but should aim to illustrate in concrete terms possible ways of applying the 
principles of financial connectivity, particularly in areas that are currently less explored. 
The examples included in the paper are in fact concentrated on a limited set of connectivity 
approaches and are predominantly focused on climate-related topics, leaving other 
potential areas of application less developed. 
While we understand that the document is intended as a research paper, we nevertheless 
consider it desirable to evolve it towards more operational content, capable of translating 
theoretical concepts into guidance that is genuinely usable by preparers. From this 
perspective, the objective should be to develop a clear, concise, and practice-oriented 
document that effectively supports improvements in reporting from a connectivity 
standpoint. The document should serve as a practical tool, illustrating how to implement 
connectivity—for example, with reference to particularly challenging disclosures such as 
anticipated financial effects. 
One possible approach could be to introduce different “categories” or levels of connectivity 
(for example: basic, intermediate, advanced), accompanied by an indication of the 
distinguishing features of each level. To this end, it could be particularly useful to include 
both examples of good practice, illustrating effective applications of the principles, and 
examples of less appropriate approaches, in order to clarify which forms of connectivity 
should not be considered suitable. 

- Any discussion on the potential evolution of topics related to financial connectivity is, in any 
case, contingent upon a necessary evolution of the IASB, which will need to demonstrate its 
ability to develop robust metrics and establish appropriate rules that are not overly 
“subjective” in their application by preparers; otherwise, the very accounting rationale 
underpinning the comparability of this information would be undermined. 

 


