Comments on the EFRAG Discussion Paper

Connectivity of Financial and Sustainability Reporting

Question 1 — Chapter 2: Underpinning Concepts
(a)

The chapter provides an excellent and informative summary of the different types and mechanisms of
connectivity. However, some of these types and mechanisms are easier to grasp and measure than others.
For example, consistency and cross-referencing are the most objective and readily measurable concepts,
whereas telling a story (the integration of information) and coherence are more subjective and
perception-based, which makes them considerably harder to measure. Connectivity through the
disclosure of current financial effects, and intertemporal connectivity through the disclosure of
anticipated financial effects, sit somewhere in between.

A useful way forward would be to develop clear definitions for each type of connectivity, collect data and
examples illustrating each concept, and invite users to rank the usefulness of the different types of
connectivity and to illustrate how connectivity assists their decision-making processes.

(b)

No comments.

(c)

| strongly agree with the suggestion to develop explicit connectivity-related requirements for information
within and outside the financial statements. This links to my comment in (a): explicit requirements would
crystallise the concept of connectivity, making it more accessible to preparers—and hence more likely to
be followed in practice—and more measurable for academics seeking to develop and design research
studies on connectivity.

Question 2 — Chapter 3: Overview of lllustrations, and lllustrations in the
Supplemental Document

The 17 illustrations are highly useful and bring connectivity to life. What could make them even more
useful is a reference to the full report from which each illustration is drawn, so that users can assess
whether the example is merely a snapshot of a specific element of that report or is representative of the
entire report in terms of connectivity. Related to my comment on Question 1(a), some forms of
connectivity are easier to spot than others—for example, consistency, especially in numbers. More
examples of the harder-to-spot and harder-to-measure concepts would therefore be particularly valuable.
Counter-examples—instances of information that is clearly not connected and/or contravenes the
principle or definition of connectivity—could also be highly instructive.

Question 6 — Chapter 5: Considerations to Be Addressed by Multiple Stakeholders



A large body of academic literature on “integrated reporting” and “integrated thinking” is relevant here.
These studies generally find that an integrated way of presenting financial and sustainability information
benefits capital market participants and analysts (Zhou, Simnett, & Green, 2017; Barth, Cahan, Chen, &
Venter, 2017) and is associated with less myopic managerial behaviour (Wu & Zhou, 2022). One study
examines “combined assurance” as a credibility-enhancing mechanism for integrated reports and
documents its effect on financial analysts (Zhou, Simnett, & Hoang, 2019). Nonetheless, the way
“integrated reporting” is measured varies considerably across studies, which makes comparison difficult.
This links back to my comments on Questions 1(a) and 1(c) regarding the benefit of developing a
framework and requirements for the types of connectivity considered most useful to users.

Another body of research documents the effects of reporting connectivity on financial statement
auditors—another key stakeholder group affected by reporting connectivity, as sustainability information
is increasingly integrated (voluntarily or by mandate) into annual reports. These studies examine the
impact of connectivity on audit quality and audit fees, and they generally find that a higher level of
connectivity is beneficial in enhancing audit quality (Dal Maso, Lobo, Mazzi, & Paugam, 2020; Lu, Simnett,
& Zhou, 2023; Lu, Wang, Wu, & Zhou, 2026).

Question 8 — Other

The disclosure of current and anticipated financial effects is challenging and remains under-studied in the
academic literature, most likely because such disclosures are still rare in practice. Some practitioner
publications (e.g., CA ANZ, 2025) find that (impending) mandatory reporting regimes help prompt more
disclosure of current financial effects.

One of my own studies—an experiment examining how the quantification of anticipated climate-related
financial effects influences professional investors (Cheng, Young-Ferris, & Zhou, 2026; working paper, not
yet publicly available)—finds nuanced effects. Professional investors value and appreciate the
quantification of anticipated financial effects, which they consider a signal of a company’s commitment
to, and accountability for, addressing climate risks. However, when such quantified information is
presented in the financial filing, investors tend to discount the quality of the disclosed information, likely
because of the inherent limitations of such forward-looking estimates (e.g., high measurement
uncertainty) when placed alongside hard, well-established financial information such as earnings. In
contrast, when the same anticipated financial effects are quantified in a stand-alone sustainability report,
perceived disclosure quality is higher. This suggests that connecting anticipated financial effects with the
financial statements is not unambiguously beneficial, and that the disclosure venue matters for how such
information is received by users.
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