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Draft Chapter 3: lllustrations of connectivity and practical challenges in
implementing connectivity

Outline and expected content

Objective

1 The objective of this paper is to provide an update on the planned content for Chapter 3
lllustrations of connectivity and practical challenges in implementing connectivity of
EFRAG’s Discussion Paper (‘DP’) on Connectivity.

Background

2 As noted in Chapter 1 (agenda paper 04-02) and the cover note for this meeting (agenda
paper 04-01), Chapter 3 of the DP will include 12-15 illustrations of different
types/mechanisms of connectivity (described in Chapter 2 - agenda paper 04-03). These
illustrations were also identified based on the following anchor points® (i.e. financial
statements and sustainability reporting data/information where a connection between
sustainability reporting and financial statements is expected) (as noted in Chapter 2).

Sustainability reporting anchor points

3 These are data/information in the sustainability statement/disclosures or other reports
expected to be connected to the current period financial statements line items or current
period basis of preparation or future period financial statements. They include:

(a)  Business model, strategy, material IROs (impacts, risks, and opportunities), entity’s
actions including its investments and transition plans;

(b)  Mandatory EU taxonomy Capex, Opex and revenue disclosures;
(c)  Anticipated financial effects disclosures;

(d)  Assets at risk, revenue at risk disclosures;

(e)  Environmental pollution narrative and metrics disclosures;

(f) GHG and Energy intensity metrics based on revenue disclosures;

(g) Human capital metrics including employee benefits disclosures; and

! The basis of these anchor points are explained in Chapter 2
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(h)  Scope of consolidation disclosure (related to consistency or otherwise of reporting
boundary).

Financial statements anchor points

4

These are the data/ information in financial statements expected to be connected with the
information in the sustainability statement/disclosures. They include:

(a) Impairment of non-financial assets, useful lives, residual value;
(b)  Impairment of financial assets — expected credit loss for financial institutions;

(c)  Provisions and disclosures of contingent liabilities and provisions including those
related to asset retirement obligations, legal fines;

(d) Disclosures of major sources of estimation uncertainty in the next 12 months;

(e)  Segment reporting;

(f) Disaggregation of revenue disclosures;

(g) Disaggregation of property, plant and equipment and R&D intangibles disclosures;
(h)  Disclosures of carbon credits; and

(i) Disclosures of power purchase agreements (PPAs).

To get to the mentioned 12-15 illustrations, as a starting point, in Q2 and Q3 2024, EFRAG
CAP and the EFRAG Secretariat had collectively identified nearly 70 possible illustrations of
different types/mechanisms of connectivity taking into account the anchor points in
paragraphs 3 and 4. Thereafter, the EFRAG Secretariat narrowed the possible illustrations
to 24, which were then discussed/vetted at EFRAG CAP meetings in December 2024 and
January 2025. As noted earlier, these anchor points were discussed with EFRAG SR Pillar
and in past EFRAG FR TEG meetings.

It is from these 24 EFRAG-CAP-vetted illustrations, that most of the proposed illustrations
for the DP are drawn from. However, to ensure broad sector, country coverage as well as
the coverage of a breadth of anchor points, the EFRAG Secretariat has also had to look
beyond? the pool of 24 EFRAG-CAP-vetted illustrations.

Steps to finalisation

7

For the 12-15 illustrations that are proposed to be included in the DP, in April 2025, EFRAG
CAP met, and they had an opportunity to give further feedback on the suitability of four of
the illustrations. Relative to the earlier screening sessions, the illustrations presented at
the latest EFRAG CAP meetings were comprehensively documented. Furthermore, five of
the illustrations have been subject to stakeholder feedback including from the EFRAG
working groups (IAWG, FIWG) and the EFRAG-hosted webinar in April 2025.

EFRAG CAP will have a chance to give written comments this month, and there will be a
further meeting in early June to ensure they give feedback on all the illustrations that will
be in the DP.

2 The EFRAG Secretariat had the initial 70 examples and other examples identified during the targeted

outreach
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Outline and expected content

It is also noted the EFRAG Secretariat has been collating aggregated observations, for
example, of aspects which may be improved, factoring feedback from the discussions with
EFRAG CAP and from EFRAG's targeted outreach (see session cover note agenda paper 04-
01 for more details).

Draft Chapter 3 content

10

It is proposed that Chapter 3 be divided into the following sections commencing with an
introduction including some aggregated statistics, e.g., extent of disclosure of climate-
related disclosures in the financial statements.

lllustrations of types of connectivity

11

12

Chapter 3 will include illustrations of the types of connectivity and anchor points outlined
in Chapter 2.

The illustrations with excerpts drawn from a selection of annual reports will include the
following information:

(a) Information disclosed in the management report/sustainability
statement/disclosures that enables the connection to be made between the
reporting entity’s strategy and business model, its actions related to its sustainability
strategy (e.g. investments, mitigation), its material IROs, and the financial
statements information (this also allows an assessment of the extent to which
entities reports reflect the integration of information/strategic-oriented
communication aspect of connectivity);

(b)  the related ESRS/ISSB requirements or other guidance (e.g. TCFD recommendations,
GRI Standards) (where applicable) for sustainability reporting information and IFRS
accounting requirements for the financial statements information;

(c) the type of connectivity being illustrated including making clear what
information/data is being connected or what components of information are
coherent or consistent.

Agenda paper 04-04B portrays some of the illustrations which demonstrate the types of
connectivity and includes the above information.

Aggregated overall observations

13

In addition, overall observations or takeaways will be provided on the illustrations on an
aggregated basis, without identifying the companies they pertain to, including areas for
improvement to enhance connectivity. The comments provided by EFRAG CAP and the
targeted outreach feedback will inform these aggregated observations.

Benefits and challenges of ensuring connectivity

14

Chapter 3 will also cover stakeholders’ expectations/expected benefits from connected
reporting and practical challenges/impediments of achieving connectivity in practice. The
articulation of these perspectives will be informed by the EFRAG CAP and EFRAG technical
governance bodies discussions and the feedback from stakeholders during EFRAG's
targeted outreaches.
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Agenda Papers

15 In addition to this paper, agenda paper 04-04B — /llustrations on Connectivity — has been
provided for the session.

Question for EFRAG FR TEG

16 Do you agree with the outline and expected content of draft Chapter 3?
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