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This paper has been prepared by the EFRAG Secretariat for discussion at a public joint meeting of EFRAG FR TEG and 

SR TEG. The paper forms part of an early stage of the development of a potential EFRAG position. Consequently, the 

paper does not represent the official views of EFRAG or any individual member of the EFRAG FRB / SRB or EFRAG FR 

/ SR TEG. The paper is made available to enable the public to follow the discussions in the meeting. Tentative 

decisions are made in public and reported in the EFRAG Update. EFRAG positions, as approved by the EFRAG FRB / 

SRB, are published as comment letters, discussion or position papers, or in any other form considered appropriate 

in the circumstances. 

 EFRAG Connectivity Project Draft Discussion Paper 

Chapter 3: Illustrations of connectivity  

1 This chapter provides illustrations of connectivity, reflecting current practice, based on 

concepts (enabling attributes, and different types and mechanisms of connectivity of 

reporting information) explained in Chapter 2 of this Discussion Paper. These illustrations 

also cover specified anchor points, as described in Chapter 2, and cover different sectors 

and geographies. 

Introduction 

2 As indicated in Chapter 1, there is an often observed disconnect between the reporting of 

sustainability-related risks in the financial statements and the sustainability 

statement/disclosures. Therefore, it is important to enhance the connectivity of reported 

information across different parts of the annual report. 

3 Currently, based on audience response on the extent to which connectivity has improved 

over time at the EFRAG Roundtable event on 25 April 2025, there is still some way to go for 

improvement. 

Figure 1: Extent of improvement of connectivity over time 

 

https://www.efrag.org/sites/default/files/media/document/2025-05/EFRAG%20Connectivity%20Project%20Webinar%20Report%20-%20Practical%20considerations%20of%20connecting%20financial%20and%20sustainability%20reporting%20-%2025%20April%202025.pdf
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Aggregate analysis of level of connectivity 

4 The desk research conducted by the EFRAG Secretariat revealed that the most commonly 

reported material sustainability topics among entities were climate change, business 

conduct, and own workforce. These findings align with those reported by two Big Four 

firms1. 

5 Based on a 2025 SFB/TRR paper which studied climate disclosure in financial statements, 

large EU-listed firms have substantially increased climate-related disclosures in their 

financial statements since 2018. This trend is strongest in firms that have higher exposure 

to financially material climate-change-related risks, especially due to ‘green transition’ 

efforts and related regulation. 

6 In addition, the EFRAG Secretariat reviewed 59 (primarily) EU entities across multiple 

industries, drawn from desk research and thematic studies on climate-related disclosures 

in the financial statements, including one conducted by M. Müller, G. Ormazabal, T. 

Sellhorn and V. Wagner in May 2025 (Climate disclosure in financial statements, TRR 266 

Accounting for Transparency Working Paper Series No. 144, University of Cologne, IESE 

Business School, CEPR, ECGI, LMU Munich School of Management2). In the reviewed annual 

reports, there was evidence of alignment of connectivity across reports.  

7 In the EFRAG Secretariat’s review of companies’ 2024 annual reports, it was observed that 

76% of companies either provided climate-related information in the financial statements, 

a non-exposure statement regarding climate-related matters in the financial statements, 

or provided quantitative information on anticipated financial effects in their sustainability 

statement/disclosures. In their 2023 annual reports, 75% of the reviewed companies 

provided similar disclosures. 

8 The above information illustrates that the journey towards connectivity has begun, and the 

objective of this chapter is to enhance stakeholders’ understanding of what connectivity 

 

1 EY CSRD Barometer 2025 and PwC article In search of sustainable value: The CSRD journey begins 

2 Abstract: ‘Climate exposure, a firm’s financial risks and opportunities related to climate change, is increasingly 
recognized as a potential driver of firm value. Whereas firms increasingly discuss climate exposure in ESG reports, 
investors and policymakers worry that the financial statements, the bedrock of corporate reporting, largely ignore it. 
Studying its reflection in the financial statements, we present three sets of findings. First, EU firms increasingly disclose 
climate issues related to key accounting items highlighted by standard setters and enforcers, such as asset impairments 
and contingent liabilities. Second, these disclosures increase in firms’ fundamental climate exposure and vary with 
supply frictions (e.g. preparation costs) and demand (e.g. from enforcers). Third, in contrast to the largely voluntary, 
unenforced disclosures made outside them, climate disclosures in audited financial statements align more strongly 
with firms’ climate exposure and seem to crowd out climate-related ‘cheap talk’— in line with their grounding of the 
corporate information environment in reliable ‘hard facts.’ Assessing generalizability, we find similar economic 
relations at work for large U.S. firms, despite these firms’ lower absolute climate disclosure levels.’ 

https://download.ssrn.com/2025/5/19/4763140.pdf?response-content-disposition=inline&X-Amz-Security-Token=IQoJb3JpZ2luX2VjEDIaCXVzLWVhc3QtMSJHMEUCIQDbiMsBdm7xew3CsXxSzENIWEQhhJ2brNHRbGJpOaRa%2BgIgVh1i0S65UUDj2fscxTlC3f9lkhFukWA2Of9X4rTiWmoqxgUIi%2F%2F%2F%2F%2F%2F%2F%2F%2F%2F%2FARAEGgwzMDg0NzUzMDEyNTciDBSdIvdoBxJSDvkoMiqaBbkbO%2Fef0XwSyCP2PT79bw6Bt4C5XfHKx0n7BiymKv2N0382yjMD9r4o5h3rI0P65DK%2BONpQtcbix6mvdbU4omr%2BCCHqyXNsN%2B39HLFKvCLg0JNeHjkCdUQeO9urzS%2FhS9WI5HnNHugIU0V7zEAg15BExNDH5dOhUa1%2BijGXWalZ12HQSpj1hD7bsLpTJ5ta8XazWtpEt9waCE0PtNZPwpcbh2aGKQNCQX%2BYy%2BtfwhIbuJYYkeNQ8EFHhcDrX8YVl0t1KPdcwAutS0QgJqki0JU5f5Vlhmf%2FJ0%2BxozDea%2FhwPnorJ4xIXDeLv90vP5%2Bpa5W2CeowRIl6%2FhA%2FnsedZHwqMpm6lI%2Bvja7Q6VfH8gRkCarLndw9Xr6PhMU93xGLedlwxhVHoZuIFc4RdsXYQZKDRp%2BOmyHRsfGB8XhpeJt4o7x2%2FF1xdbX5vzfBKhSvBmIfbMcV3ubkqggdfSSgeF9VHlIsPI1fqvNvY7W5peE9OgIW64uMhguy%2Bone71X17u0kzBYKqt474iJdAfs867RvXU2VM60aMl4g0ie8%2BaA1PKUmDPIrx0hWlm42r3WuLVbDCnrUvakXbVv4hd5gr7Uo%2FjEHG3HdnLD8Fj6PW9Ssw2FZmeNLwF7ejMeLxPhuzNZnBMwt%2BP5DyhFN6vceXkAvNT7DgqSMO54%2FxdoGvPJX%2FD%2FrGPTJUEncIzpHG%2BncaGOQQWMyenvAVXq3QfAVph8iyakkSYmPHSJIIqyoFBptJne7RRlEmqKExrsJ0daTktV19qUm%2FmFQk%2BSIYU7hATNQ2AvK68jAeTgcVklhJTRao1wbcu6gMIafAFzbomMwKv5h5yu7o7TgIXfEnfWylq2ZC%2FgMSKqh%2F67IUR%2FMvyI9s34rp9jow89F4zD6obvFBjqxARaMyNJi3X9nEN2haULEt85Z3yNNX7P2E4cii619vaJV0JYBUzpSIZnJYDtUBV36K6b2VCGvGZMgqHfP8Jz8XYeOL%2B6Jf1aPbILiu9%2B2X8B7uY4eKbdUojuHKCf0PV8w4m84pODsMj2fYB4WyLjpGTTHMKdVvfuWPnrthEWZLAj0JB0mvGAQBPnOrAOoSzramyEqSQrdSlPhbFHDVeSCXdtqGwoQj4NH9woShMP2n65aJg%3D%3D&X-Amz-Algorithm=AWS4-HMAC-SHA256&X-Amz-Date=20250827T093751Z&X-Amz-SignedHeaders=host&X-Amz-Expires=300&X-Amz-Credential=ASIAUPUUPRWE5ZHHKLHT%2F20250827%2Fus-east-1%2Fs3%2Faws4_request&X-Amz-Signature=7524a224819e9bdcd7874e241bbcdde9b4dba6034346582db06b2f33c814ba71&abstractId=4763140
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4763140
https://efrag.sharepoint.com/Projects/2301031429599109/Source%20Material/Connectivity-related%20reports/Aggregated%20observations/EY%20CSRD%20barometer.pdf?CT=1754558601316&OR=ItemsView
https://www.pwc.com/gx/en/issues/esg/sustainability-csrd-first-reporters-study.html
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means in practical terms through illustrations of connectivity in order to improve reported 

information. 

Objective of illustrations 

9 The Discussion Paper’s illustrations of connectivity in this Chapter are not to be construed 

as being part of any aspect of the ESRS’s guidance. Rather, these illustrations are only 

meant to highlight the practical application of connectivity by companies. 

10 Most of the connectivity illustrations have been based on the application of current ESRS 

(see Figure 5 below). 

Profile of the illustrations of connectivity 

11 This Chapter has 17 illustrations, from 15 entities, based on current practice, which cover 

different mechanisms of connectivity, anchor points (i.e. financial statements and 

sustainability reporting data points that would be connectivity related), geographies 

(mostly EU), and sectors. These illustrations have been selected from both the 2023 and 

2024 annual reports of entities. 

12 The illustrations of connectivity can be found in Agenda paper 04-02A (written comments 

on these illustrations can be provided).  

13 The documentation of each illustration includes aspects of strategy, business model, 

impacts, risks, and opportunities (IROs) and entities’ actions and governance 

responsibilities that contextualise the metrics or financial effects in the sustainability 

statement/disclosures and financial statements.  

14 Each illustration specifies reports (annual report sections) and anchor points being 

connected, the type/mechanism/s of connectivity, and underlying sustainability and 

accounting requirements. The aim is to ensure that the connectivity is viewed both from 

an integration of information standpoint, as well as highlighting the specific linkage of 

quantitative and narrative data. 

15 Each illustration reflects a specific anchor point and type/mechanism of connectivity and 

the entire annual report should be looked at to obtain a more complete picture of a 

company.  

Basis for selecting the connectivity illustrations 

16 The 17 connectivity illustrations, from 15 entities, which are included in this Discussion 

Paper (see paragraph 12 above), are drawn from a review of 70+ possible connectivity 

illustrations that were identified and analysed by the EFRAG Secretariat and EFRAG 

Connectivity Advisory Panel (EFRAG CAP). The selected illustrations cover different types 
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of connectivity, anchor points, sustainability-related topics, sector coverage and 

geographical regions. 

Profile of the connectivity illustrations 

17 Below is a profile of the illustrations covering type of connectivity, the anchor points 

covered, sustainability-related topics covered, sector coverage and application of ESRS and 

ISSB Standards. 

Figure 2: Breakdown of illustrations per type of connectivity 

 

Table 1: Anchor points illustrated 

Illustration # Anchor point 

1 Water pollution incident disclosures (SR) and Contingent liability disclosures (FS) 

2 Energy optimisation strategy (SR) and PPAs disclosures (FS) 

3 Immaterial-exposure statement regarding human rights and own workforce-related 
incidents in SR 

4 GHG emissions and mitigation (SR) and ETS (FS) 

5 ESG performance targets in the governance report and share-based payments information 
in FS 

6 Potential impairment of non-financial assets derived from scenario analysis and asset 
impairment in the FS 

7 Narrative on strategy and actions in the management report and FS notes 

8 EU Taxonomy investments in Management report and PPE in FS 

9 GHG intensity metrics in SR and revenue in FS 

10 Business segments disaggregation in strategic report and FS 

11 Anticipated financial effects disclosures 

12 Anticipated financial effect disclosures related to transition and physical identified risks 

13 Sustainability-linked financing information in the FS and management report 

14 Assets at risk in SR and assets on balance sheet in FS 

15 Climate transition financing in sustainability statement and green assets information 
financial statements 

16 Sustainability-linked loans information in sustainability statement and financial statements 
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Illustration # Anchor point 

17 Climate-related disclosure in ESG review section and Expected Credit Loss (ECL) note in FS 

  

 Figure 3: Breakdown of illustrations per sustainability-related topic: 

 

18 As can be seen in Figure 2 above, most of the connectivity illustrations are climate-related. 

Figure 4: Breakdown of illustrations per sector: 

 

Figure 5: Extent of application of ESRS and ISSB Standards (15 entities)3 

 

3 Of the two entities not applying either the ESRS or ISSB Standards: one reports under NFRD and additionally follows 

principles from IFRS, GRI, SASB, UNGC, and UN SDGs and one reports in line with TCFD. 
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Questions for EFRAG FR and SR TEG 

19 Do you have any comments on the Chapter 3 content above? Please explain. 

20 The following are suggested questions to constituents, to be included in the Discussion 

Paper, based on Chapter 3: 

(a) Seeking constituents’ views on the 17 illustrations; 

(b) Seeking constituents’ views on the priority and circumstances best suited for 

applying different connectivity mechanisms (coherence, direct/indirect 

connectivity, immaterial exposure statement, etc); and 

(c) Which types/connectivity mechanisms to connect information in different parts 

of the annual report is being used in practice. 

Does EFRAG FR and SR TEG have any comments on the proposed questions to 

constituents? 

Does EFRAG FR and SR TEG have any additional questions to ask the constituents? Please 

explain. 

 


