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Executive Summary

This study, called "Research project on the connectivity between financial and sustainability report-
ing. Analysis and monitoring of the project of the IASB and the work of EFRAG", is part of the Public 
Call for the development of studies under the agreement between the Accounting and Auditing 
Institute (ICAC) and the Spanish Association of University Accounting Lecturers (Spanish acronym: 
ASEPUC) for the year 2024. As outlined in the submitted work plan, this study comprises three main 
blocks:

1.	� Review of the literature: It analyses existing research on the connectivity between financial and 
sustainability reporting in academia.

2.	� Analysis of the projects of EFRAG and the IFRS Foundation: It examines regulatory devel-
opments and ongoing projects related to the connectivity between financial and sustainability 
reporting.

3.	� Empirical analysis: It assesses the connectivity in the sustainability reports of major Spanish 
listed companies.

Connectivity between financial and sustainability reporting has become a regulatory challenge, as 
it is key to understanding the relationships between the content of financial statements and matters 
relating to environmental, social and governance (ESG) issues. This connectivity is essential for cor-
porate reports to provide a comprehensive and coherent picture of a company’s past performance 
and future outlook. Both types of reporting become more useful, relevant and consistent when they 
are interconnected, as they complement one another and help avoid duplication or fragmentation 
across different reports. As a result, users of corporate reporting are placing increasing value on this 
connectivity. However, achieving convergence between the two types of reporting remains complex. 
Various standards and frameworks govern sustainability reporting, and there is significant variation 
in definitions and metrics. Both IOSCO and ESMA have highlighted the need to improve this con-
nectivity as a regulatory priority. EFRAG and the IFRS Foundation have responded by launching 
initiatives to clarify the approach to linking financial and sustainability reporting.

The most significant aspects of each section of the study are summarised below. 

Review of the literature

Academic literature on connectivity between financial and sustainability reporting is still relatively 
limited and at an early stage of development. Nonetheless, there is broad consensus on the need 
to enhance this connectivity in order to improve transparency and build investor confidence. Insuffi-
cient integration between the two types of reporting can undermine the efficient operation of finan-
cial markets and business decision-making.

Recent studies have developed indices to assess the level of connectivity in integrated reports pub-
lished by companies, confirming that current levels remain low. Low connectivity hampers the pro-
cessing and analysis of reporting content, which can in turn increase financing costs and reduce the 
accuracy of equity valuations. Financial analysts also face greater difficulty interpreting corporate 
reporting and making projections, leading to challenges in decision-making and market efficiency. 
Other recent empirical studies, including Tóth et al. (2022) and David and Giordano-Spring (2022), 
have assessed connectivity using an approach more closely aligned with that proposed by EFRAG. 
They found that connections between financial and sustainability reporting remain very limited. 
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These studies emphasise the need to improve links between the two forms of reporting, especially 
with regard to connections to quantitative financial indicators.

In summary, the existing literature agrees on the importance of further developing and applying 
the connectivity principle. Sustainability reporting has financial implications, and it is essential to 
demonstrate the links between both types of reporting. Regulators play a vital role in this process, 
and the introduction of specific guidance on connectivity could support preparers in improving their 
reporting practices.

Analysis of the projects of EFRAG and the IFRS Foundation

The second block of the study focuses on the projects undertaken by EFRAG and the IFRS Founda-
tion concerning connectivity between financial and sustainability reporting. 

EFRAG’s project, launched in June 2022, aims to address the concept of connectivity, assess its 
scope, and define how it should be implemented, considering both common features and differences 
between financial and sustainability reporting. EFRAG aims to lead the debate on the topic, influence 
the international standard-setting process, and support preparers in considering connectivity in their 
annual reports. The connectivity project is being developed under the direction of the EFRAG FR 
TEG and the EFRAG FRB, with input from the EFRAG SR TEG, the EFRAG SRB, and the EFRAG Ad-
visory Panel on the Connectivity Between Financial Reporting and Sustainability Reporting (EFRAG 
CAP), which was established to support the development of the project. The work carried out over 
24 months has resulted in an Interim Deliverable Paper, published in June 2024, which is an impor-
tant step forward in conceptualising the notion of connectivity and clarifying the boundaries of each 
of the sections of the annual report and how these boundaries determine what can and cannot be 
connected. The next step is the publication of a Discussion Paper for public consultation, which will 
also include practical illustrations of connectivity.

The IFRS Foundation, for its part, has shown interest in connectivity since March 2023, with the 
publication of an article signed by the Chairs of the IASB and the ISSB. In this context, connectivity 
is understood in a broad sense, encompassing its inclusion in the standard-setting process ( joint 
work between the IASB and the ISSB), in the product of that process (for example, through the use 
of compatible concepts and consistent language between the two standard-setting bodies), and 
in the reports that companies are required to prepare (general purpose financial reports that are 
holistic, comprehensive and coherent). Moreover, the emphasis on connectivity has recently been 
highlighted by the ISSB in its work plan and by the IASB in its project on “Climate-related and Other 
Uncertainties in the Financial Statements”. The importance of connectivity was also acknowledged 
at the 2024 World Standard-setters Conference, where the closing plenary session was dedicated 
to this topic.

In conclusion, both EFRAG and the IFRS Foundation have responded to the need to improve the 
connectivity between financial and sustainability reporting by launching initiatives to clarify the ap-
proach to be followed and provide illustrative examples for companies.

Empirical analysis of sustainability reports

The third block of the study focuses on an empirical analysis of the sustainability reports of major 
Spanish listed companies for the 2023 financial year. The main objective of this analysis is to deter-
mine the degree of connectivity between sustainability reporting and financial reporting by these 
companies.

To carry out this analysis, a content analysis methodology has been used. The sustainability reports 
of IBEX-35 listed companies have been reviewed, assessing the connectivity between sustainabili-
ty-related information and financial information. This analysis includes a study of connectivity across 
the entire sample, a sector-based study, and an additional analysis to investigate whether connec-
tivity may be influenced by the companies’ impact materiality assessment and their sustainability 
performance.
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The main findings of the empirical analysis are as follows:

-	� The connectivity between financial and sustainability reporting is still limited and is presented in 
a heterogeneous manner across IBEX 35 companies.

-	� The connectivity is primarily qualitative, with few quantitative connections between the two 
types of information.

-	� The connectivity appears to be influenced by the industry, the impact materiality assessment, 
and companies’ sustainability performance. In particular, companies that conduct a more thor-
ough materiality assessment and demonstrate better sustainability performance tend to exhibit 
greater connectivity between financial and sustainability information, ruling out opportunistic 
behaviour.

-	� The results suggest that further improvements in connectivity between financial and sustainabil-
ity reporting are needed to provide a more integrated and coherent view of companies’ perfor-
mance and future prospects.

Our study offers several practical and theoretical contributions. Firstly, it is relevant and timely for 
academics, professionals and users of information in general, as it provides insight into the current 
state of play and the progress made in the development of EFRAG and IFRS Foundation projects. 
Secondly, the evidence obtained may be useful to regulators in developing ongoing projects aimed 
at designing effective measures to enhance connectivity between sustainability reporting and fi-
nancial reporting, as well as to companies for the purpose of improving their sustainability disclo-
sure practices and adapting them to the new requirements. Thirdly, from an academic perspective, 
our work designs a measure of connectivity between the two types of reporting, based on existing 
frameworks, which could be used in other contexts to conduct comparative analyses, as well as oth-
er types of studies incorporating this aspect.
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1 � Introduction

This study, called "Research project on the connectivity between financial and sustainability report-
ing. Analysis and monitoring of the project of the IASB and the work of EFRAG", is part of the Public 
Call for the development of studies under the agreement between the Accounting and Auditing 
Institute (ICAC) and the Spanish Association of University Accounting Lecturers (Spanish acronym: 
ASEPUC) for the year 2024. As outlined in the submitted work plan, this study comprises three main 
blocks. The first of these consists of a review of the literature related to the connectivity between 
financial and sustainability reporting in order to know the current state-of-the-art at the academic 
level. The second block includes the analysis of the projects undertaken by the European Financial 
Reporting Advisory Group (EFRAG) and the IFRS Foundation on this matter. The third block contains 
an empirical analysis of the sustainability reports of major Spanish listed companies to determine the 
degree of connectivity between sustainability and financial reporting.

Connectivity between financial and sustainability reporting has become a regulatory challenge, as 
it is key to understanding the relationships between the content of financial statements and matters 
relating to environmental, social and governance (ESG) issues. This connectivity is essential for cor-
porate reports to provide a comprehensive and coherent picture of a company’s past performance 
and future outlook. Both types of reporting become more useful, relevant and consistent when they 
are interconnected, as they complement one another and help avoid duplication or fragmentation 
across different reports. Increasingly, users of reporting value this connectivity (ISSB, 2024a), which 
contributes to reinforcing the usefulness and relevance of the information. However, achieving con-
vergence between the two types of reporting remains complex. Various standards and frameworks 
govern sustainability reporting, and there is significant variation in definitions and metrics. Further-
more, given the nature of sustainability reporting, in many cases it is unclear how to establish such 
connectivity with financial reporting. In this regard, the International Organization of Securities Com-
missions (IOSCO, 2021) highlighted that one of the weaknesses of current reporting is the frequent 
disconnect between companies’ reported financial and non-financial performance. More recently, 
IOSCO (2023a) has emphasised that improving connectivity between sustainability reporting and 
the financial statements should be a regulatory priority. Similarly, at the end of 2023, the European 
Securities and Markets Authority (ESMA) identified consistency between financial and sustainabil-
ity reporting as a key priority (ESMA, 2023b). EFRAG and the IFRS Foundation have responded by 
launching initiatives to clarify the approach to linking financial and sustainability reporting. 

EFRAG’s project, launched in June 2022 and currently under development, aims to address the con-
cept of connectivity and assess the scope and means of implementing it, taking into account the 
common features and differences between financial and sustainability reporting. EFRAG also aims 
to lead the debate on this topic, influence the international standard-setting process, and support 
preparers in taking connectivity into account in their annual reports. The work carried out over 24 
months has resulted in an Interim Deliverable Paper, published in June 2024 (EFRAG, 2024n), which 
is an important step forward in conceptualising the notion of connectivity and clarifying the bounda-
ries of each of the sections of the annual report and how these boundaries determine what can and 
cannot be connected. The next step in the project is the publication, in the second half of 2024, of a 
Discussion Paper for public consultation, which is also expected to include illustrative examples of 
connectivity. 

For its part, the IFRS Foundation has demonstrated its interest in connectivity between sustainability 
and financial reporting since March 2023, with the publication of an article signed by the Chairs of 
the International Accounting Standards Board (IASB) and the International Sustainability Standards 
Board (ISSB) (IFRS Foundation, 2023a). In this case, connectivity is understood in a broad manner, 
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encompassing its consideration in the standard-setting process ( joint work between the IASB and 
the ISSB), in the output of that process (for example, through the use of compatible concepts and 
consistent language between the two standard-setting bodies), and in the reports that companies 
are required to prepare (general purpose financial reports that are holistic, comprehensive and co-
herent). Accordingly, the emphasis placed on connectivity has recently been underscored by the 
ISSB, which assigned it a prominent role in its work plan (ISSB, 2024b), and by the IASB through its 
project on “Climate-related and Other Uncertainties in the Financial Statements” (IFRS Foundation, 
2024a). The IFRS Foundation’s engagement with the issue is also evident in the fact that the final 
plenary session of the 2024 World Standard-setters Conference, held in September this year, was 
dedicated to this subject (IFRS Foundation, 2024c), reflecting the recognised importance of connec-
tivity between the IFRS Accounting Standards and the IFRS Sustainability Disclosure Standards in 
enabling the provision of high-quality financial reporting to capital markets.

From an academic perspective, the available literature in this field remains limited and is still at an 
early stage of development. Nevertheless, there is broad consensus across existing studies on the 
need to continue progressing towards improved connectivity between sustainability reporting and fi-
nancial reporting in corporate reports. The absence of adequate connectivity represents a significant 
limitation in the quality and completeness of corporate reporting. According to prior literature, this 
shortcoming not only affects individual companies but may also have negative implications for the 
efficient functioning of financial markets more broadly. The lack of alignment between sustainability 
reporting and financial data can reduce transparency and investor confidence, and may result in less 
well-informed business decision-making. 

In line with the three main blocks of this study, defined at the beginning of this section, the objec-
tives of this research have been threefold. Firstly, to review the academic literature on the concept 
of connectivity, with the aim of identifying key limitations highlighted in previous studies and draw-
ing conclusions from the international evidence to date. Secondly, to track the development of the 
EFRAG and IFRS Foundation initiatives by reviewing the documents published by both organisations 
on their ongoing projects in this area. Third, to carry out an empirical study based on content analysis 
of the 2023 sustainability reports of IBEX 35 companies, in order to assess the degree of connectivity 
between sustainability reporting and financial reporting among Spanish listed companies. To this 
end, several analyses have been conducted, including an evaluation of connectivity across the full 
sample, a sector-based analysis, and an additional assessment to explore whether connectivity may 
be influenced by the companies’ impact materiality assessment and their sustainability performance. 

As a result of the work carried out, this study presents several practical and theoretical contributions. 
Firstly, it is relevant and timely for academics, professionals and users of information in general, as it 
provides insight into the current state of play and the progress made in the development of EFRAG 
and IFRS Foundation projects. Secondly, the findings indicate that connectivity between the two 
reporting domains remains generally limited, varies across companies, and is primarily qualitative in 
nature. Moreover, connectivity appears to be influenced by the industry, the companies’ approach 
to assessing impact materiality and their sustainability performance. This evidence may be of use to 
regulators in the context of ongoing projects in this area aimed at designing effective measures to 
enhance connectivity between sustainability reporting and financial reporting, as well as to compa-
nies for the purpose of improving their sustainability disclosure practices and adapting them to the 
new requirements. Thirdly, from an academic perspective, our work designs a measure of connectiv-
ity between the two types of reporting, based on existing frameworks, which could be used in other 
contexts to conduct comparative analyses, as well as other types of studies incorporating this aspect. 

The remainder of this study is structured as follows. Section two reviews the academic literature on 
the connectivity between financial and sustainability reporting. Section three analyses the devel-
opment of the EFRAG and IFRS Foundation projects. Section four presents the empirical analysis, 
including the methodology and the presentation and discussion of the results. The final section sets 
out the main conclusions of the study.
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2 � Review of literature related 
to the connectivity between 
financial reporting and 
sustainability reporting

For this section, we carried out a review of the academic literature in search of previous studies that 
have analysed corporate disclosure practices, with a focus on the connectivity between sustainabil-
ity reporting and financial reporting. It should be recalled that a thorough theoretical review of the 
concept of connectivity has already been conducted by EFRAG in the context of the connectivity 
project, and the outcome of that analysis, along with the conclusions reached, are presented in the 
Interim Deliverable Paper published in June 2024 (EFRAG, 2024o). This issue is dealt with in the third 
section of this study. 

In the academic field, alongside the development of various international standards on corporate 
sustainability reporting, a stream of research has emerged that emphasises the importance of corpo-
rate reporting providing a comprehensive view of companies by combining and connecting sustain-
ability and financial reporting. In particular, there is extensive literature on integrated reporting (Velte 
and Stawinoga, 2017; Vitolla et al., 2019; Hamad et al., 2020; Jayasiri et al., 2023), which constitutes a 
well-established line of research. While it is true that the concept of connectivity set out by EFRAG 
is broader than that employed in the framework proposed by the International Integrated Reporting 
Council (IIRC), these studies help highlight the need to connect reporting on environmental, social 
and governance matters with the financial reporting published by companies.

Although there are not many studies that assess in depth the level of connectivity in integrated 
reports, the research conducted on this issue develops indices to evaluate the connectivity in corpo-
rate disclosures, including the connectivity between sustainability and financial reporting. Findings 
from recent empirical studies confirm that the level of connectivity in the reporting contained in in-
tegrated reports is currently low among the companies analysed (Tirado-Valencia et al., 2024; Wang 
et al., 2024), which highlights the existence of information asymmetries and the difficulties faced by 
investors in gaining a full and accurate understanding of companies.

This lack of connectivity represents a limitation in corporate reporting and, according to previous 
literature, may have adverse effects both for companies and for the efficient functioning of financial 
markets in general. In this regard, there are studies that analyse the consequences of connectivity in 
corporate reporting for various economic agents. These studies conclude that low connectivity ham-
pers the processing and analysis of disclosures made by companies (Lee and Yeo, 2016), negatively 
affects their cost of financing (Vitolla et al., 2020), and influences the valuation of their shares (Wang 
et al., 2024). These problems also extend to financial analysts, who face greater difficulty in interpret-
ing corporate reporting and making projections. Along these lines, low connectivity in reporting is 
associated with lower-quality analyst forecasts, which tend to be less accurate and more dispersed 
(Wang et al., 2024), resulting in further challenges for decision-making and for the efficient operation 
of financial markets. Against this backdrop, it is essential to continue making progress in the devel-
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opment and application of the connectivity principle (Tirado-Valencia et al., 2024; Wagenhofer, 2024). 
It is clear that sustainability-related reporting has financial effects, and it is necessary to make the link 
between both types of reporting explicit. For this reason, the role of regulators, as key actors shaping 
corporate sustainability reporting policies, is particularly highlighted in previous studies. It is also 
worth noting that the establishment of specific guidance on the connectivity between sustainability 
and financial reporting not only supports firms in the preparation of corporate disclosures, but also 
serves as a safeguard to minimise discretion in this process and to mitigate potential opportunistic 
behaviour (Lai et al., 2018).

However, the academic literature that has specifically and empirically analysed the connectivity be-
tween sustainability reporting and financial reporting is still very much in its early stages, with only 
a few published studies, among which we may cite David and Giordano-Spring (2022) and Tóth et 
al. (2022). One of the main challenges in these studies lies in measuring the connectivity between 
sustainability reporting and financial reporting. The design of a measuring instrument is a task that 
carries an implicit subjectivity and is not free from criticism, given that there is still no consolidated 
regulatory framework that clearly defines what this connectivity consists of. 

On the one hand, Tóth et al. (2022) measure the connectivity between sustainability reporting and 
financial reporting using the IFRS Accounting Standards and the standards issued by the Global 
Reporting Initiative (GRI) as references. Specifically, they analyse the connection between certain 
corporate sustainability issues and financial data. Although the sample analysed is small and limited 
to the largest companies in the European automotive manufacturing sector, these authors conclude 
that the connections in corporate sustainability reports with financial aspects are very limited.

David and Giordano-Spring (2022) develop a connectivity index based on the concepts put forward 
in the proposals issued by EFRAG. In particular, these authors conduct a study in which they use this 
index to measure, for listed companies in France in 2021 included in the CAC 40, the connectivity 
between climate change-related disclosures and financial reporting. This connectivity index is com-
posed of ten items relating to both direct and indirect connectivity. The empirical results highlight 
that the level of connectivity, in both forms, is limited, and that further improvement is needed in the 
linkage between sustainability reporting and financial reporting. In particular, these authors observe 
that corporate reporting on climate change is mainly connected to financial reporting in a qualitative 
manner, in terms of the description of strategies and plans. However, the level of connectivity is very 
low when it comes to linking climate change disclosures with quantitative financial indicators or to 
quantifying the financial impact of climate change-related information. 

In conclusion, it may be noted that the existing literature on this subject is in an early stage of devel-
opment and is consistent in identifying the need to continue improving connectivity between certain 
types of sustainability-related reporting and financial reporting. One of the academic implications of 
the projects developed by EFRAG and the IFRS Foundation is precisely the need to conduct in-depth 
empirical studies that enable a better understanding of companies’ disclosure practices and how 
they establish effective connectivity between their sustainability reporting and financial reporting, in 
such a way that evidence can be generated to contribute to improving standard-setting proposals 
and the policies followed by companies in this area.
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3 � Analysis of the projects 
of EFRAG and the IFRS 
Foundation

3.1.  The EFRAG project

The demand for sustainability-related information has increased significantly, a trend expected to 
continue in the coming years. The non-financial, environmental, social, and governance (ESG) per-
formance of organisations is becoming increasingly important to various stakeholders, who are 
showing greater interest in sustainability issues due to both ethical motivations and their potential 
to impact companies' financial results. Consequently, decisions made within financial markets are 
increasingly incorporating sustainability-related information, while there is a growing need for its 
appropriate integration with financial reporting. Connectivity between financial reporting and sus-
tainability reporting has become a strategic issue for companies to provide a comprehensive view of 
their business model and value creation process. 

Against this backdrop, recent years have witnessed extensive regulatory developments in sustain-
ability reporting. The European Union (hereinafter, EU), the IFRS Foundation, and countries such as 
the United States have launched ambitious regulatory projects to develop standards more aligned 
with the current situation. In 2022, the EU adopted Directive (EU) 2022/2464 of the European Par-
liament and of the Council of 14 December 2022, amending Regulation (EU) No 537/2014, Directive 
2004/109/EC, Directive 2006/43/EC, and Directive 2013/34/EU, as regards corporate sustainability 
reporting (commonly known as the Corporate Sustainability Reporting Directive, hereinafter CSRD). 
The main objectives of the CSRD are to improve sustainability reporting by maximising its quality 
and comparability and reducing associated costs, as well as to promote the benefits of the European 
single market to contribute to the transition towards a fully sustainable and inclusive economic and 
financial system, in line with the European Green Deal and the United Nations Sustainable Develop-
ment Goals (hereinafter, SDGs). 

A large number of stakeholders consider the term "non-financial information" to be inaccurate, as it 
implies that the information in question lacks financial importance. The CSRD acknowledges these 
considerations and incorporates the term "sustainability information", with the ultimate goal of plac-
ing sustainability reporting on the same level as financial reporting, while also considering the con-
nection between the two. This is facilitated by the requirement to include sustainability information 
in the management report. 

For the preparation of sustainability information to be included in a specific, clearly identified section 
of the management report, the CSRD mandates EFRAG to develop standards: the European Sus-
tainability Reporting Standards (ESRS). The first set of standards was adopted by Commission Del-
egated Regulation (EU) 2023/2772 of 31 July 2023 and includes two cross-cutting standards and ten 
topical standards. The first of the cross-cutting standards, ESRS 1 "General Requirements," sets out 
the fundamental concepts used, as well as the general requirements for preparing and presenting 
sustainability information. It also establishes guidelines to ensure connectivity between sustainabil-
ity information and financial information, in section 9, titled: "Linkages with other parts of corporate 
reporting and connected information". 
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In this regard, the report issued in February 2021 (EFRAG PTF-NFRS, 2021a) by the EFRAG Project 
Task Force on European Sustainability Reporting Standards (EFRAG PTF-ESRS) already highlighted 
that the connectivity between financial reporting and sustainability reporting was one of the funda-
mental concepts that should guide the development of the European Sustainability Reporting Stand-
ards (ESRS). Furthermore, given the importance of this concept, another associated report was also 
produced to delve deeper into its development. This associated report (EFRAG PTF-NFRS, 2021b) 
analyses the interconnection between financial and non-financial information and identifies anchor 
points between both types of reporting, based on existing non-financial information frameworks. 

These reports can be considered the origin of EFRAG's decision to initiate a project on the connec-
tivity between financial reporting and sustainability reporting, which was approved for launch in June 
2022 (EFRAG, 2022b). Furthermore, in the feedback received from the consultation conducted by 
EFRAG on its work programme in May 2021, this was the project that received the most support and 
was also identified as a high priority (EFRAG, 2022c). 

The connectivity project is being developed under the direction of the EFRAG Financial Reporting 
Technical Expert Group (EFRAG FR TEG) and the EFRAG Financial Reporting Board (EFRAG FRB), 
with input from the EFRAG Sustainability Reporting Technical Expert Group (EFRAG SR TEG) and 
the EFRAG Sustainability Reporting Board (EFRAG SRB), who are regularly informed and expected 
to provide comments, including during joint meetings. In addition, to support the development of the 
project, the creation of the EFRAG advisory panel on the connectivity between financial reporting 
and sustainability reporting (EFRAG CAP) was approved in February 2023 to advise the EFRAG FR 
TEG (EFRAG, 2023c). The aim is for the members of this advisory panel, which began its activities 
in the third quarter of 2023 (EFRAG, 2024l), to share perspectives and practical experiences on 
connectivity issues and to help EFRAG identify, assess and prioritise connectivity topics, as well as 
identify good reporting practices. To this end, the panel brings together preparers of financial state-
ments/sustainability reports, users of financial statements/sustainability reports (including valuation 
experts, NGOs, trade unions and consumer organisations), assurance service providers, academics 
and/or regulators.

The general objectives of the project are as follows (EFRAG, 2024m): 

-	� "influence the ongoing international standard setting consistent with the objectives of the EFRAG 
proactive research workplan;

-	� serve as an educational resource and support practice through illustrative examples; and

-	� contribute to research/thought leadership on the topic of connectivity, which is a nascent and 
high-priority area for stakeholders".

The main motivation for the project is shaped by the benefits that EFRAG considers can be achieved 
through connectivity (EFRAG, 2024n):

a)	� "enhancing the coherence and complementarity of the information in the Annual Report;

b)	� lessening potential gaps (missing) information and overlaps (duplicative information) across the 
Annual Report;

c)	� enhancing the predictive value of sustainability reporting information through connections to 
future financial statements [...]; and

d)	� fostering the strategic-oriented communication of the Annual Report".

The scope of the project and the approach to be followed, structured in two phases, were approved 
during the joint meeting of the EFRAG FR TEG and the EFRAG FRB on 8 February 2023 (EFRAG, 
2023d). It is first necessary to note that, within the framework of the project, connectivity is under-
stood as the connection between the information in the financial statements, the sustainability infor-
mation included in the management report, and the remaining content of the management report, 
as these are the documents that companies in the European Economic Area are required to prepare. 
Additionally, it is clarified that connectivity is considered from a GAAP-agnostic perspective, although 
the focus is on connections with financial statements prepared under IFRS Accounting Standards, as 
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some companies may apply national accounting standards. Similarly, the EFRAG project considers 
two-way connectivity (EFRAG, 2024m), that is, the connection of sustainability information with the 
financial statements and the connection from within the financial statements outward (even though 
IFRS Accounting Standards currently do not explicitly include this connection). The connection ele-
ments are shown graphically in Figure 1.

////  FIGURE 1  
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↑  Source: EFRAG (2024m). 

In the first phase of the project, which is currently underway, the objective is to develop the con-
cept of connectivity within the current regulatory framework. Among other aspects, in this phase 
(EFRAG, 2024a), work has been undertaken to establish the conceptual scene, through an analysis 
of why connectivity is important; the establishment of definitions (what connectivity means within 
the framework of the EFRAG project); the analysis of the distinctive roles played by the financial 
statements, the management report, and sustainability information; the identification of the differ-
ences between financial information and sustainability information (what cannot be connected); the 
identification of the needs and expectations of users and other stakeholders; and the identification of 
disclosures that can be connected (what can be connected). In this phase, the aim is also to develop 
practical application examples, both real and simulated. 

The output of the first phase is the publication of a Discussion Paper including both the conceptual 
analysis and illustrative examples to guide companies. Prior to the publication of the Discussion Pa-
per, work was carried out on an Interim Deliverable Paper (EFRAG, 2024l), which in its final version 
was published on 28 June 2024 under the title “Connectivity considerations and boundaries of differ-
ent Annual Report sections” (EFRAG, 2024n). This first document includes the conceptual analysis, 
which refers to the research conducted concerning the concept of connectivity and the boundaries 
of financial and sustainability reporting, but it does not yet include practical examples. The purpose 
of this initial paper (EFRAG, 2024o) is “to raise awareness of the articulation and conceptual founda-
tions of the notion of connectivity as primarily reflected in the ESRS’ and ISSB Standards’ connec-
tivity/connection requirements and of the boundaries of different Annual Report sections. Another 
objective is to highlight the pivotal role of connectivity in ensuring the coherence and complemen-
tarity of the information across the Annual Report". More specifically, the document (EFRAG, 2024n) 
sets out the conceptual basis, categories and benefits of connectivity. It also includes an analysis of 
the reporting boundaries with the aim, first, of shedding light on what information can or cannot be 
connected, and second, of reducing expectation gaps, particularly around what information can be 
reported in the financial statements. 
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A warning has also been issued (EFRAG, 2024l) to point out that the objective of the connectivity 
project is mainly to stimulate debate, to contribute to the improvement of corporate reporting, but un-
der no circumstances should the Discussion Paper be considered part of EFRAG’s standard-setting 
activity nor is it intended to constitute ESRS implementation guidance. 

For the development of examples, work has been carried out in parallel with the conceptual study 
included in the Interim Deliverable Paper. The use of examples to illustrate connectivity can bring 
multiple benefits, including (EFRAG, 2024b):

-	� "they can support reporting practices by enabling companies to benchmark themselves and 
improve their reporting practices;

-	� they will help to convey, clarify, and enhance the articulation of the principles of connectivity;

-	� they may point to gaps or grey areas within existing requirements;

-	� they will educate stakeholders through practical illustration of applications and this could lessen 
the expectation gaps on what information can be connected".

As noted above, these examples will be both real and simulated. The need to prepare simulated ex-
amples arises from the fact that sustainability information prepared based on ESRS will not be avail-
able for the first time until 2025. In any case, the aim is to prioritise the use of real examples (EFRAG, 
2024k; EFRAG, 2024p), as these will be available to the extent that current reports prepared by com-
panies follow existing voluntary frameworks (such as GRI or TCFD (Task Force on Climate-related 
Financial Disclosures)) that have served as the basis for the development of the ESRS. Additionally, 
EFRAG (2024k) specifies that the examples to be included in the Discussion Paper should in no case 
be considered as examples of best practice, but rather examples that allow companies to have a 
reference on what can be considered good practice. Up to now, as a result of the meetings held, sev-
eral documents relating to the development of illustrative examples have also been issued (EFRAG, 
2024b; EFRAG, 2024c; EFRAG, 2024k; EFRAG, 2024p). These documents, among other aspects, set 
out the general issues to consider for the development of examples, the topics to be prioritised, the 
number of examples to be obtained for each topic, and the organisation of the work schedule. They 
also include some initial examples developed by the working group, which have served as a refer-
ence for our empirical work, as will be discussed later in Section 4 of this study. 

Once the first phase is completed, the work to be carried out in the second phase of the project, 
which is currently regarded as a possibility and remains to be defined, would be determined taking 
into account the lessons learned from the first phase (EFRAG, 2024l). It would also be necessary to 
monitor other initiatives, such as those of the IASB, ISSB, and other national regulatory bodies, so 
that EFRAG’s work can benefit from the synergies of the work they carry out. 

Table 1 lists, in chronological order, the various working documents published by EFRAG during the 
development of the project, for discussion by the members of the EFRAG FRB, EFRAG FRB TEG, 
EFRAG SRB, EFRAG SRB TEG and EFRAG CAP in meetings held by one of these bodies or jointly, 
and which have been reviewed during the preparation of our study. 

These documents reflect the progress made as a result of the work carried out and the discussions 
held in the meetings, in such a way that the first working document has been progressively devel-
oped until its publication as the Interim Deliverable Paper in June 2024. The Discussion Paper is 
expected to be published in the second half of 2024.
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////  TABLE 1  Working Documents for the Connectivity Project

•	� EFRAG (2022a). Cover note and issue Paper. Connectivity between financial and sustainability reporting. EFRAG FR 
TEG Meeting. Paper 07.01. 19 May 2022. 

•	� EFRAG (2022b). Recommendation of new projects for the EFRAG proactive research agenda. Issues Paper. EFRAG FR 
Board meeting. Paper 06-02. EFRAG Secretariat: Agenda Consultation team. 01 June 2022. 

•	� EFRAG (2022c). EFRAG Feedback Statement. IASB's Third Agenda Consultation Request for Information and EFRAG's 
Proactive Research Agenda. Agenda Consultation. July 2022.

•	� EFRAG (2023a). Connectivity between Financial and Sustainability Reporting Information. Scoping EFRAG Research 
project. EFRAG FR TEG- SR TEG Joint meeting. Paper 04-01. EFRAG Secretariat: Connectivity team. 17 January 2023.

•	� EFRAG (2023b). Connectivity between Financial and Sustainability Reporting Information. Suggested scope and ap-
proach of EFRAG Research project. EFRAG FRB- FR TEG Joint meeting. Paper 09-01. EFRAG Secretariat: Connectivity 
team. 8 February 2023.

-	� EFRAG (2023d). Boundaries of FR and SR, elements of 'connectivity’, and update on IFRS Foundation connectivity-
related discussions. Issues Paper. EFRAG FR TEG meeting. Paper 07-01. 13 April 2023. 

-	� EFRAG (2023e). Connectivity between financial and sustainability reporting information. EFRAG FRB-SRB Joint meet-
ing. Paper 05-02. 3 May 2023.

-	� EFRAG (2023f). EFRAG research project - connectivity between financial and sustainability reporting information. 
EFRAG SR TEG. 05-03- Background reading Paper. 23 May 2023.

-	� EFRAG (2023g). Identifying and developing examples related to different aspects of connectivity. Issues Paper. Paper 
05-01. 18 October 2023.

-	� EFRAG (2024a). Cover note. Connectivity project. EFRAG FR TEG and SR TEG meeting. Paper 02-01. EFRAG Secre-
tariat: Connectivity team. 15 February 2024.

-	� EFRAG (2024b). Examples Development Considerations - Updated Roadmap. EFRAG FR TEG and SR TEG meeting. 
Paper 02-02. EFRAG Secretariat: Connectivity team. 15 February 2024.

-	� EFRAG (2024c). Illustrating connectivity. EFRAG FR TEG and SR TEG meeting. Paper 02-03. EFRAG Secretariat: Con-
nectivity team. 15 February 2024.

-	� EFRAG (2024d). Connectivity principles. Issues paper. EFRAG FR TEG and SR TEG meeting. Paper 02-04. EFRAG 
Secretariat: Connectivity team. 15 February 2024.

-	� EFRAG (2024e). Objectives and boundaries of different sections of the annual report. Issues paper. EFRAG FR TEG 
and SR TEG meeting. Paper 02-05. EFRAG Secretariat: Connectivity team. 15 February 2024.

-	� EFRAG (2024f). Draft Interim Deliverable Paper: Connectivity & Boundaries of Annual Report Sections. Presentation 
to EFRAG SR TEG. EFRAG SR TEG meeting. Agenda Paper 06-01. EFRAG Secretariat: Connectivity team. 8 May 2024. 

-	� EFRAG (2024g). EFRAG Connectivity Project: Draft Interim Deliverable Paper - 08 May 2024. Connectivity consid-
erations & Boundaries of different Annual Report sections. EFRAG SR TEG meeting. Agenda Paper 06-02. EFRAG 
Secretariat: Connectivity team. 8 May 2024.

-	� EFRAG (2024h). Report of the EFRAG CAP Chairman - EFRAG CAP meeting held on 30 April 2024. EFRAG FR TEG 
and FRB meeting. Agenda Paper 08-00. 15 May 2024.

-	� EFRAG (2024i). Draft Interim Deliverable Paper: Connectivity & Boundaries of Annual Report Sections. 15 May 2024. 
Presentation to EFRAG FR TEG and FRB. EFRAG FR TEG and FRB meeting. Agenda Paper 08-01. 15 May 2024.

-	� EFRAG (2024j). EFRAG Connectivity Project: Draft Interim Deliverable Paper - 15 May 2024. Connectivity consider-
ations & Boundaries of different Annual Report sections. EFRAG FR TEG and FRB meeting. Agenda Paper 08-02. 
EFRAG Secretariat: Connectivity team. 15 May 2024.

-	� EFRAG (2024k). Connectivity Project. Possible outreach plans and examples development update. EFRAG FR TEG 
and FRB meeting. Agenda Paper 08-03. 15 May 2024.

-	� EFRAG (2024l). Draft Interim Deliverable Paper: Connectivity & boundaries of Annual Report sections. Presentation to 
EFRAG SRB. EFRAG SRB meeting. Agenda Paper 07-01. 04 June 2024.

-	� EFRAG (2024m). EFRAG Connectivity Project: Draft Interim Paper. Connectivity considerations & boundaries of dif-
ferent Annual Report sections. EFRAG SRB meeting. Agenda Paper 07-02. EFRAG Secretariat: Connectivity team. 04 
June 2024.

-	� EFRAG (2024o). Initial Paper. EFRAG Connectivity Project. Connectivity considerations and boundaries of different 
Annual Report sections. June 2024.

•	� EFRAG (2024p). Connectivity project update - Examples development. EFRAG FRB and FRB meeting. Paper 03-01. 26 
June 2024.

↑  Source: Prepared by authors.

Moreover, as a result of the meetings held between the ICAC and the members of the team re-
sponsible for this study since its commissioning, the team was asked to work jointly with the ICAC 
to prepare comments on the draft paper to be discussed at the meetings of the EFRAG Financial 
Reporting Board (FRB), where the connectivity project was included on the agenda. In particular, the 
team was asked to prepare a comment report on the draft Interim Deliverable Paper in the version 
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to be discussed at the EFRAG FR TEG and EFRAG FRB meeting held on 15 May 2024. The report is 
reproduced below. 

Comments on “Agenda Paper 08-02 of the EFRAG FR TEG and FRB meeting” of 15 May 2024 
(EFRAG, 2024j)

This document entitled "Draft Interim Deliverable Paper - Connectivity considerations & Boundaries 
of different Annual Report Sections" (Agenda Paper 08-02) represents a further development of the 
EFRAG Connectivity Project. In general, various considerations on the connectivity between financial 
reporting and sustainability reporting made by the different EFRAG working groups have been taken 
into account in this document.

As stated in this Agenda Paper 08-02, the joint meeting of the EFRAG working groups on 15 February 
highlighted several considerations that have been taken into account. 

Among them was concern about labelling the content of the “Interim Deliverable Papers” as prin-
ciples. Thus, Issuer Paper 02-04 "Connectivity Principles" and Issuer Paper 02-05 "Objectives and 
boundaries of different sections of the annual report" have been integrated into Agenda Paper 08-02, 
eliminating the term "principles" from its title, in order to avoid confusion. In this respect, the resulting 
document uses terminology clearly and reduces potential ambiguities for stakeholders, explicitly 
warning that the content of the document does not constitute alternative guidance.

In the same meeting, the importance of two-way connectivity (from sustainability information to 
financial information and vice versa) was emphasised, as well as the need to incorporate specific 
points and examples of connectivity. Agenda Paper 08-02 clarifies the concept of connectivity by 
addressing specific and contentious aspects.

The meeting also underlined the importance of influencing preparers of corporate reporting. 
Throughout Agenda Paper 08-02, the importance of achieving connectivity between sustainability 
information and financial information is emphasised, along with a clear presentation of the benefits 
of such connectivity, highlighting it as a key element in raising awareness of the significance of the 
topic at a professional level. The paper also places particular emphasis on the role of connectivity in 
communicating a holistic and coherent view of the business and its value creation, placing sustaina-
bility reporting on an equal footing with financial reporting.

In particular, Agenda Paper 08-02 is structured in two main parts dealing with the concept of con-
nectivity and boundaries respectively.

The first part, entitled "Connectivity considerations", begins (Section 1.1) by clarifying the concept of 
information connectivity, differentiating it from the concept of integrated reporting, and explaining 
the possible strands of connectivity (in reports, in products and in processes). A clear and unambig-
uous definition of the concept of connectivity is a necessary foundation on which to build the rest of 
the project. In this sense, the conceptual comparison with integrated reporting and the distinction 
between different types of connectivity help improve the understanding of the concept. Section 1.2 
represents progress in understanding the concept of connectivity by comparing the EU and IFRS 
regulatory frameworks, which enables greater clarity on the specific scope of EFRAG’s project. This 
comparison highlights differences in the approach and placement of connectivity in reporting, which 
may affect its comparability depending on the framework applied. It also makes clear that connectiv-
ity should be established among sustainability disclosures in the management report, the financial 
statements, and the other content of the management report, to the extent that these are subject 
to compliance and assurance/audit, and are based on sound conceptual foundations. Section 1.3 
highlights the need for corporate reports to be self-sufficient, while recognising that, given their 
complementary nature, some repetition is necessary. However, it is important that the reports are 
concise and do not include unnecessary repetition. Defining the concept of necessary repetition is 
one of the areas requiring further development in order to clarify this issue, which is fundamental 
to achieving the objectives proposed in the document. This section also clarifies the understanding 
of the different categories or issues related to connectivity as established under the ESRS and the 
ISSB’s IFRS Sustainability Standards: qualitative and quantitative, direct and indirect, consistency of 
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assumptions, and time horizon. Furthermore, although the IASB is the body responsible for setting 
connection requirements within financial statements, the added value of this EFRAG paper lies in the 
related commentary it provides, as well as in the clarifying examples currently under development.

The second part, entitled “Boundaries of different annual report sections”, contains explanations to 
clarify the boundaries between financial information and sustainability information, highlighting the 
boundaries of each of the sections of the annual report and how these boundaries determine the 
connections that can (or cannot) be established. In relation to the objectives of the different corpo-
rate reports, the following are identified among the main differences: i) the time horizon, generally 
lengthier in sustainability reporting; ii) the incorporation of forward-looking information; iii) the use 
of non-monetary metrics and their translation into monetary values; iv) the incorporation of the val-
ue chain in sustainability reporting. These issues make connectivity between financial information 
and sustainability information more difficult, which is why their inclusion in this EFRAG document 
is very appropriate to clarify the boundaries between both types of information. Another issue that 
contributes to understanding these boundaries is the explanation of the time dimension of con-
nectivity. It is also relevant to explain certain "grey areas" where problems in achieving connectivity 
between financial and sustainability reporting are shown, as well as the reasons why in some cases 
certain sustainability issues may not be reflected in the financial statements. In summary, this part 
of the document constitutes progress insofar as it clarifies the boundaries between both types of 
information and, on the other hand, sets out the challenge of continuing to specify how to materialise 
connectivity between sustainability reporting and financial reporting.

3.2.    The IFRS Foundation project

As already mentioned, alongside the significant standard-setting effort being undertaken by the 
EU, there are other initiatives in the field of sustainability reporting, among which that developed 
by the IFRS Foundation stands out. The IFRS Foundation entered the international sustainability 
standard-setting landscape with the creation of the ISSB in November 2021, an organisation formed 
through the consolidation of the Value Reporting Foundation - itself the result of the merger between 
the IIRC and the Sustainability Accounting Standards Board (SASB) in June 2021 – and the Climate 
Disclosure Standards Board (CDSB). It also builds on the work of the TCFD – which was dissolved in 
2023, with the IFRS Foundation assuming responsibility for monitoring progress on climate-related 
disclosures (TCFD, 2023) – and the World Economic Forum’s Stakeholder Capitalism Metrics (ISSB, 
2024c).

The objectives of the ISSB are (ISSB, 2024c): 

-	� "to develop standards for a global baseline of sustainability disclosures;

-	� meet the information needs of investors;

-	� enable companies to provide comprehensive sustainability information to global capital markets; 
and

-	� facilitate interoperability with disclosures that are jurisdiction-specific and/or directed at broader 
stakeholder groups".

To date, only two IFRS Sustainability Disclosure Standards have been published, approved in June 
2023: IFRS S1 General Requirements for Disclosure of Sustainability-related Financial Information 
and IFRS S2 Climate-related Disclosures. As with the cross-cutting ESRS 1 on general requirements, 
IFRS S1 includes general guidance, stating that it “prescribes how an entity prepares and presents 
its sustainability-related financial disclosures” and sets out “general requirements for the content and 
presentation of those disclosures so that the information provided is useful to primary users in mak-
ing decisions relating to providing resources to the entity” (IFRS S1, paragraph 4). Among the general 
requirements, it also contains guidance on the connections that should exist between sustainabili-
ty-related financial disclosures and the other information the entity provides in its financial reports. 
This is set out in the conceptual foundations in paragraphs 21–24 under the heading “Connected 
information,” and developed further in the application guidance (paragraphs B39–B44).
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In this regard, an article published in March 2023 by the Chairs of the IASB and ISSB, Andreas Barck-
ow and Emmanuel Faber (IFRS Foundation, 2023a), stated: “The benefits of connectivity were an 
important consideration when the IFRS Foundation created the International Sustainability Stand-
ards Board (ISSB) to operate alongside the International Accounting Standards Board (IASB). Stake-
holders consistently highlighted the benefits to be gained from having two standard-setting boards 
within the Foundation, both focused on providing information to inform investment decisions”.

The same article (IFRS Foundation, 2023a) clarifies what is meant by connectivity in the IFRS Foun-
dation's work. Thus, connectivity is envisaged in three dimensions: connectivity in reports, connec-
tivity in product, and connectivity in process. Connectedness in reports means that the ultimate 
outcome of recognising the important role connectivity must play is that companies produce holistic, 
comprehensive and coherent general purpose financial reports. To achieve this, connectivity must 
also be considered in the other two dimensions, products and processes. Connectivity in product 
refers to the use of compatible concepts across the two sets of standards, and to the absence of 
unintended gaps or overlaps between accounting information, sustainability-related financial disclo-
sures and related digital taxonomies. Finally, connectivity in process implies that both boards (IASB 
and ISSB) collaborate at both board and staff levels and are guided by advisory bodies that report 
to both. This is why joint meetings between the two boards have been held with connectivity on the 
agenda (IFRS Foundation, 2023e; ISSB, 2024a).

At the April 2023 meeting of the IFRS Advisory Council, one of the ISSB’s priorities was highlighted 
as the need to focus on connectivity with the financial statements (IFRS Foundation, 2023c). A pres-
entation on connectivity was given (IFRS Foundation, 2023d), and it was confirmed that the ISSB 
would consult stakeholders (as part of the ISSB’s agenda consultation) on what the priorities should 
be for working with the IASB (IFRS Foundation, 2023e). This public consultation was launched in 
May 2023, "ISSB Consultation on Agenda Priorities" (ISSB, 2023) and a large number of comments 
on connectivity were received. The feedback summary (ISSB, 2024a) notes that although the public 
consultation did not contain specific questions on connectivity, it did mention that one of the key 
activities in the ISSB's work plan should be to ensure connectivity between the ISSB's and the IASB's 
requirements in order to facilitate the delivery of a coherent and comprehensive system of general 
purpose financial reporting that includes sustainability-related financial information and financial 
statements. The responses received to the public consultation highlight that connectivity is impor-
tant in order to provide useful information for decision-making, by communicating the connections 
between financial and sustainability performance. Furthermore, the ISSB and the IASB are encour-
aged to work in collaboration, with specific areas identified where such cooperation is particularly 
important, such as the project on the disclosure of climate-related risks in the financial statements. 
As a result of this consultation, in May 2024 the ISSB decided (ISSB, 2024b) that the connection with 
the IASB should become an integral part of all the ISSB’s work, thereby giving it a prominent role 
in its work plan. Table 2 lists the documents that have been reviewed to analyse the involvement of 
the IFRS Foundation in relation to the connectivity between financial information and sustainability 
information. 

////  TABLE 2  IFRS Foundation Working Documents in relation to Connectivity

•	� IFRS Foundation (2023a). Connectivity-what is it and what does it deliver? IFRS Foundation. 23 March 2023. 
•	� IFRS Foundation (2023b). Connectivity in practice: the IASB's new project on Climate-related Risks in the Financial 

Statements. IFRS Foundation. 23 March 2023. 
•	� IFRS Foundation (2023c). Update on the ISSB's Activities. Agenda paper 5. IFRS Advisory Council Meeting. April 

2023. 
•	� IFRS Foundation (2023d). Connectivity in financial reporting. Agenda paper 8. IFRS Advisory Council Meeting. April 

2023. 
•	� IFRS Foundation (2023e). Meeting Summary. IFRS Advisory Council. 4-5 April 2023. 
•	� ISSB (2023). Request for Information. IFRS® Sustainability Disclosure Standards. Consultation on Agenda Priorities. 

May 2023. 
•	� ISSB (2024a). ISSB Consultation on Agenda Priorities. Feedback summary – Connectivity. IASB-ISSB Joint meeting. 

January 2024. 
•	� ISSB (2024b). ISSB Consultation on Agenda Priorities. Summary of decisions and final work plan. ISSB meeting. Staff 

paper. Agenda reference: 2. May 2024.

↑  Source: Prepared by authors.
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In parallel, the IASB's emphasis on connectivity is evident in the project on "Climate-related and 
Other Uncertainties in the Financial Statements," which has been under development since March 
2023 (IFRS Foundation, 2024a).  This project is a clear example of how connectivity is articulated at 
the process level, such that this IASB project and the work of the ISSB complement each other to 
facilitate connectivity in annual reports (IFRS Foundation, 2023b). In this regard, the decisions made 
in the development of the two IFRS Sustainability Disclosure Standards have served as a basis to 
inform the project (IFRS Foundation, 2023b), and the IASB has collaborated with members and tech-
nical staff of the ISSB during its development with the aim of facilitating connections between the 
information the company provides in its financial statements and the information it discloses in other 
parts of its annual report (ISSB, 2024). Furthermore, the IASB is considering leveraging the work of 
the ISSB, contemplating, for example, whether the connectivity mechanisms existing in IFRS S1 and 
IFRS S2 could be similarly reflected in the IFRS Accounting Standards (IFRS Foundation, 2023b). 

Regarding the progress of the project, in July 2024, a draft for public discussion was published (IASB, 
2024), containing eight illustrative examples intended to help understand how a company applies 
the requirements of the IFRS Accounting Standards to report the effects of climate-related and other 
uncertainties in its financial statements. The objective of these examples is to increase the transpar-
ency of information in the financial statements, but also to strengthen the connection between these 
and other parts of the annual report, including sustainability information, responding to stakehold-
ers' concerns that information about the effects of climate-related risks in the financial statements 
sometimes appears to be inconsistent with the information companies provide outside their financial 
statements, particularly the information disclosed in other general-purpose financial reports (IFRS 
Foundation, 2024b; IASB, 2024). Thus, examples have been selected that highlight inconsistencies 
that may exist in this regard (BC19, Exposure Draft), aiming to illustrate the provision of connected 
information in general-purpose financial reports and reinforce compatibility with the IFRS Sustaina-
bility Disclosure Standards (BC21, Exposure Draft).

In response to the request for comments on the draft, EFRAG has worked on a comment letter, the 
draft of which was published on 18 September 2024 (EFRAG, 2024q). As a general comment, EFRAG 
considers that despite the inherent limitations of illustrative examples, they "can help to bridge the 
expectations gap that may arise from the inconsistent reporting of climate-related information within 
and outside the financial statements; and, to some extent, they may help to strengthen the connec-
tivity of reported information in the financial statements and sustainability reports/other general 
purpose financial reports". However, EFRAG believes that it is necessary to go further, as the goal of 
improving connectivity is only partially achieved, since the illustrations of connectivity in the exam-
ples are insufficient.​ In this regard, in the examples given, "there is only generic reference made to 
the information in other general purpose financial reports and the analysis of whether to disclose is 
circumscribed to the application of IFRS Accounting requirements" (paragraph 50). EFRAG suggests 
that "more specificity about the information that could be disclosed in sustainability reports and/or 
other sections of the management report/management commentary (e.g., on climate-related transi-
tion risk) would help make the guidance within these examples less generic and more realistic and 
helpful for stakeholders" (paragraph 51).

Finally, EFRAG recommends that both the IASB and the ISSB focus more on the connectivity of dis-
closed information, even developing examples that illustrate connectivity in the presentation of their 
respective reports, as well as between the financial statements based on IFRS Accounting Standards 
and other sustainability reporting requirements, including the ESRS.
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4 � Empirical analysis of 
sustainability reports

4.1.  Methodology

The objective of this empirical study is to evaluate the current degree of connectivity between sus-
tainability information (environmental, social, and governance, ESG) and financial information in-
cluded in the sustainability reports published by Spanish listed companies that are part of the IBEX 
35 index. To this end, for financial year 2023, and following methodologies commonly applied in this 
type of study (David & Giordano-Spring, 2022; Ruiz-Lozano et al., 2022), a content analysis of these 
documents was conducted. This involved designing a disclosure index to measure the connectivity 
between the two types of information, based on the prior work carried out by EFRAG on this concept. 
The process of coding the information involved, firstly, downloading all the sustainability reports di-
rectly from the companies’ corporate websites, and secondly, conducting a detailed analysis of each 
report to identify the presence of various proposed items for measuring the connectivity between 
sustainability and financial information. 

Based on the anchor points identified in the EFRAG report, we propose a disclosure index compris-
ing 10 items (see Table 3). The design of this index draws on the EFRAG connectivity reports (EFRAG 
PTF-NFRS, 2021b) and the analysis of the various working documents that EFRAG has published for 
discussion during the meetings held throughout the development of the connectivity project. Addi-
tionally, according to the nature of the information analysed, two supplementary indices were derived 
from these items: a qualitative connectivity index and a quantitative connectivity index. The former 
considers qualitative connections between the sustainability information disclosed by the compa-
nies and their financial information, and consists of 4 items (items 1 to 4). The latter, the quantitative 
index, composed of 6 items (items 5 to 10), considers quantitative connections between both types 
of information. The majority of the items fall within the definition of indirect connectivity according to 
EFRAG PTF-NFRS (2021b)1, with the exception of items 7 and 10. In order to avoid introducing sub-
jectivity into the process of collecting the information, we assigned the same weighting to all items 
(Ruiz-Lozano et al., 2022). Thus, one point was assigned if the company provides information on the 
item analysed and zero points otherwise. All the indices were calculated by dividing the number of 
items for which a company discloses information by the total number of items in the index in ques-
tion. 

In addition, during the process of analysing the content of the corporate reports, we also took into 
account the documents issued by EFRAG in 2024 (EFRAG, 2024b; EFRAG, 2024c; EFRAG, 2024k; 
EFRAG, 2024p) concerning the development of illustrative examples on how to connect sustaina-
bility information with financial information, which are currently being developed for inclusion in the 
forthcoming Discussion Paper. 

1	 According to the EFRAG PTF-NFRS report (2021b), indirect connection arises from the need to relate certain disclosed sustainability infor-
mation, which may, for example, refer to future investments or costs, or to scenario analysis, to information used for financial reporting but 
which is not included in the financial statements or the general ledger, but is instead part of financial planning, budgeting or the investment 
plan. This may occur when a potential future impact cannot be directly measured in financial terms in the current year and is not reflected 
in accounting estimates or disclosed in the current financial statements. Therefore, the purpose of the indirect connection is to establish 
the links between financial information and sustainability information in cases where sustainability matters may affect future financial per-
formance, or for current activities that cannot be directly measured in financial terms in the current year and are therefore not reflected in 
current financial information.
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With the aim of ensuring the reliability of the content analysis carried out, we established a rigorous 
coding process. This began with a discussion among the researchers involved in this study of the var-
ious sections included in the connectivity index, in order to strengthen the criteria used and reduce 
possible ambiguities (Linsley and Shrives, 2006). In addition, several companies outside the sample 
were initially assessed by both researchers to verify the consistency in the application of the coding 
criteria. Furthermore, in accordance with the recommendations in the literature (Krippendorff, 2004), 
we conducted tests of stability and reproducibility to ensure the reliability of the coding process. On 
the one hand, the stability test involved the same document being analysed by the same researcher 
at two different points in time, resulting in consistent findings. On the other hand, the reproducibility 
test required that, at the end of the process, two documents from companies in the sample were 
evaluated independently by both researchers. Scott’s Pi, one of the most commonly used indicators 
for measuring reliability in coding between different researchers, yielded a value of 0.832in our case.

////  TABLE 3  Connectivity index

Item Reference framework Description Nature

1 Explanation of the principle of information 
connectivity.

Qualitative

2 IIRC, EU Taxonomy, TCFD, non-
binding guidelines, NFRD

Narrative explanation of how ESG aspects affect 
value creation, as well as risks and opportunities 
from a financial perspective.

Qualitative 

3 IIRC, TCFD Qualitative explanation of the impact of ESG issues 
on specific financial variables.

Qualitative 

4 IIRC, TCFD, NFRD Qualitative explanation of measures to manage the 
financial impact of ESG issues.

Qualitative 

5 TCFD, WEF-IBC, PTF on 
climate risk

Quantification of the financial impact of climate 
change-related scenarios (scenario analysis).

Quantitative 

6 Value Balancing Alliance, IMP, 
WEF-IBC, capitals coalition, 
multi capitals accounting

Quantification of the social monetary value of the 
ESG impacts of business activities.

Quantitative 

7 EU taxonomy, SASB indicators, 
TCFD, non-binding guidelines

Disclosure of financial indicators with ESG attributes 
(e.g. share of revenue or turnover, CAPEX, OPEX, etc. 
from activities aligned with the EU taxonomy).

Quantitative 

8 Non-binding guidelines Quantification of the impact of ESG matters on 
financial variables.

Quantitative 

9 SAP Quantification of the financial impact of changes in 
ESG indicators.

Quantitative 

10 GRI Disclosure of financial indicators in the Non-
Financial Statement.

Quantitative 

↑  This table shows the items that make up the connectivity index. GRI: Global Reporting Initiative; IIRC: Integrated Reporting Council; NFRD: Non-Financial Report-
ing Directive; SASB: Sustainability Accounting Standards Board; TCFD: Task Force on Climate-Related Financial Disclosures; EU: European Union; WEF-IBC: World 
Economic Forum's International Business Council. Source: Prepared by the authors based on EFRAG PTF-NFRS (2021b). 

The main analysis in our study is based on the examination of the sustainability reports of all com-
panies in the sample. In addition, we carried out three further analyses in order to obtain greater 
evidence of the connectivity between the sustainability information and the financial information 
disclosed by Spanish listed companies. Firstly, we conducted an industry analysis based on the 
classification provided by the Madrid Stock Exchange General Index3, since sustainability disclosure 
practices may be influenced by the industry to which companies belong (Ruiz-Blanco et al., 2022). 
Secondly, we examined whether the connectivity between the two types of information is influenced 
by the impact materiality assessment carried out by companies in their reports. In this case, the 
starting hypothesis posits that the analysis of material issues may promote the connection between 
sustainability information and financial information in corporate reports (Gerwanski et al., 2019). To 

2	 The literature agrees that values above 0.75 indicate satisfactory reliability in the coding process between researchers (Beattie et al., 2004).

3	 Sector 1: Oil and Energy; Sector 2: Basic Materials, Industry and Construction; Sector 3: Consumer Goods; Sector 4: Consumer Services; 
Sector 5: Financial Services; Sector 6: Technology and Telecommunications; Sector 7: Real Estate Services.
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this end, we used as a reference the Informe Reporta “Relevance” index, which evaluates how cor-
porate reporting covers all aspects of economic, social and environmental impacts. Thus, two groups 
were formed with the companies in our sample depending on whether they were above or below the 
median value of this index. This measure is published annually by the agency DEVA and is developed 
based on the main international reference frameworks (Dow Jones Sustainability Index, FTSE4Good, 
GRI, IIRC, among others), and has been used in previous research (Bravo and Reguera-Alvarado, 
2019). Thirdly, we analysed whether the connectivity between sustainability information and financial 
information is conditioned by the companies’ sustainability performance, since recent research indi-
cates that companies with lower sustainability performance may manage their sustainability disclo-
sures in ways that involve greenwashing practices (Lee and Raschke, 2023). In this regard, we used 
the “MERCO ESG Responsibility” ranking as a reference, forming two groups for the companies in 
our sample based on their inclusion in this ranking (companies with higher and lower sustainability 
performance). This ranking reflects the sustainability performance of companies operating in Spain 
and is published annually using a multi-stakeholder approach and audited by a Big Four firm. It has 
been used in recent research (Palacios-Manzano et al., 2021). 

4.2. Main analysis

All the companies studied exhibited, to some extent, connectivity between sustainability information 
and financial information in 2023. Table 4 shows that, on average, IBEX-35 companies connected 
both types of information in 47.3% of the items considered in the connectivity index. Specifically, qual-
itative connectivity (59.1%) is significantly higher than quantitative connectivity (39.4%). Although the 
degree of connectivity is still limited, as might be expected considering that regulators’ emphasis on 
this area is recent and the issue itself is complex, our findings show progress compared to the level 
of connectivity identified for listed French companies in 2021 (David and Giordano-Spring, 2022) or 
for European companies regarding climate change in 2019 (Tóth et al., 2022). Our results highlight 
the efforts made by companies to improve the connectivity between sustainability information and 
financial information, as well as the need to continue progressing in this area in order to increase the 
usefulness of corporate reporting. It is worth noting the heterogeneity observed in the presentation 
of the information, which remains a weakness traditionally associated with sustainability information 
(Stolowy and Paugam, 2023). This heterogeneity often hinders the identification of connections be-
tween both types of information, as well as their comparability.

////  TABLE 4  Connectivity indices. Descriptive statistics

Indices Mean Median Std. Dev.

Connectivity Index 0.473 0.000 0.500

Qualitative connectivity 0.591 1.000 0.494

Quantitative connectivity 0.394 0.000 0.490

↑  This table shows the descriptive statistics of the connectivity indices. Std. Dev.: Standard deviation. Source: Prepared by authors. 

The following section presents detailed results for each of the items included in the qualitative and 
quantitative connectivity measures, in order to identify the strengths and weaknesses of IBEX 35 
companies with regard to the connectivity between sustainability information and financial informa-
tion. 

Firstly, in relation to qualitative connectivity (Figure 1), only 6.1% of the companies analysed explain 
the use of the principle of information connectivity in their corporate reports (Item 1), which likely 
contributes to the dispersion and heterogeneity in the way these companies present the connection 
between the two types of information. 

However, 93.9% of the companies analysed explain the measures taken to manage the financial 
impact of ESG matters (Item 4), and 87.9% explain how ESG factors affect value creation, as well as 
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risks and opportunities from a financial perspective (Item 2). These figures represent an increase 
compared with those found in previous studies, such as that of David and Giordano-Spring (2022), 
who found that for a similar measure, around two-thirds of listed French companies in 2021 explained 
value creation linked to ESG factors. It is important to note that these disclosures mostly refer to cli-
mate change and are generally not highly detailed. 

Regarding Item 2, the documents published by EFRAG on the development of illustrative examples 
of connectivity (EFRAG, 2024c; EFRAG, 2024k; EFRAG, 2024p) emphasise the importance of ex-
plaining how sustainability matters interact with strategic issues and the impact they have or will 
have on the business, highlighting both present and future effects. Thus, in most of the cases ana-
lysed in this study, we found a general description of how ESG matters, particularly those related to 
climate change, may influence the business model, as well as the risks and opportunities associated 
with it and how this may affect the company’s value, without going into specifics. For example, the 
company ACS explains that, in view of the "increasing demand for transparency and climate action 
from regulators, society, shareholders, among others", there is a reputational risk that may "nega-
tively affect the valuation of intangibles by stakeholders" in the short and medium term. In the same 
vein, the company indicates that in the long term, there are risks related to ESG matters, particularly 
natural disasters, which may affect the company’s strategy by causing damage to its infrastructures.

In relation to Item 4, companies usually provide a description of the measures aimed at mitigating 
risks and enhancing opportunities, particularly those related to climate change, although they tend 
to refer only superficially to the financial impact of these. Some companies specify the types of risks 
related to various ESG matters that they face and link them to a series of planned measures to mit-
igate them. For instance, Acerinox indicates that the most relevant risks related to ESG matters "are 
those related to CO2 emissions reduction, energy, and occupational health and safety". Regarding 
the mitigation of these risks, "Acerinox has targets for 2030 linked to these three areas and specific 
action plans that can be consulted in the corresponding sections of this report", in particular, "specific 
CO2 reduction and efficiency improvement plans; energy efficiency plans at each facility; preventive 
maintenance programmes, awareness campaigns on safety, training plans; decarbonisation plan, 
implementation of energy efficiency measures, increased use of renewable energy and greater use 
of sustainable fuels".

However, the number of companies analysed in our study that provide a qualitative explanation of 
the impact of ESG matters on specific financial variables (item 3) is much lower and accounts for 
only 48.5% of the sample. As previously mentioned, companies generally refer to the financial effect 
of ESG matters in a superficial manner. Those that explain the effect on specific financial variables 
focus mainly on the impact that ESG matters may have on costs and, to a lesser extent, on the impact 
they may have on their assets or expected sales. In this regard, various corporate reports provide ge-
neric information and, in fewer cases, more detailed information on these issues. For example, Bank-
inter states that ESG matters may entail "potential losses, abrupt price changes, or increased market 
volatility caused either by severe physical events or by transition risks affecting market expectations 
or asset values". It also indicates the effects that ESG matters may have on the company’s results as 
a consequence of reductions in asset value or the emergence of new liabilities, explaining that ESG 
issues may result in losses due to "damage to assets and/or disruption of operations caused by phys-
ical risks" and "litigation due to, for example, the financing of controversial environmental activities".

Finally, it should be noted that all items in the qualitative connectivity index involve indirect connec-
tivity, through the identification of links to financial information that are not direct reconciliations with 
the financial statements, or through a description of the likely future financial impact of sustainability 
matters. 
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////  FIGURE 1  Qualitative connectivity. Mean values
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↑  This figure shows the mean values of the items that make up the qualitative connectivity index. Source: Prepared by authors.

Secondly, with regard to quantitative connectivity (Figure 2), it should be noted that all the companies 
analysed (100%) disclosed in their sustainability reports financial indicators with ESG attributes (Item 
7). Specifically, they provided information on turnover, CAPEX (capital expenditure), and OPEX (op-
erational expenditure) associated with activities considered environmentally sustainable under the 
EU Taxonomy, in line with the provisions of Commission Delegated Regulation (EU) 2021/2178. This 
type of information is also considered in the documents on the development of illustrative examples 
published by EFRAG (EFRAG, 2024c; EFRAG, 2024k; EFRAG, 2024p), although those documents 
refer to even more detailed disclosures, including, among others, the proportion of sales exposed to 
significant physical and transition risks. In any case, the results found in our study are significantly 
higher than those reported by David and Giordano-Spring (2022) in France in 2021, who found that 
less than 40% of companies disclosed these indicators, which highlights companies’ capacity to 
adapt to new regulatory frameworks. Generally, this information is clearly identified through tables 
that quantify the portion of these variables corresponding to ESG activities. In most cases, compa-
nies explain the meaning of green indicators and quantify them for both the current and previous 
year. This can be seen, for example, in the case of Indra, which explains that for these indicators, the 
company considers “the proportion of activities aligned, according to the taxonomy, with Article 8.2 
of Regulation (EU) 2020/852”. In the case of turnover, this refers to “the proportion of their turnover 
derived from products or services — including intangible ones — associated with economic activities 
that meet the alignment criteria of the Taxonomy. That is, they substantially contribute to an envi-
ronmental objective, do not significantly harm the other objectives, and comply with the minimum 
social safeguards.” For CAPEX, it refers to “the proportion of investments in fixed assets that meet the 
alignment criteria of the Taxonomy. That is, they substantially contribute to an environmental objec-
tive, do not significantly harm the other objectives, and comply with the minimum social safeguards.” 
For OPEX, it refers to “the proportion of operating expenses that meet the alignment criteria of the 
Taxonomy. That is, they substantially contribute to an environmental objective, do not significantly 
harm the other objectives, and comply with the minimum social safeguards.” 

Also noteworthy is the fact that 84.8% of the companies analysed disclosed financial indicators in 
their sustainability reports or Non-Financial Statements (NFS) (Item 10). It is common for these re-
ports to include financial data such as performance, sales or profitability figures. However, it is impor-
tant to clarify the extent of connectivity between sustainability information and financial information, 
since in many cases, financial indicators were presented alongside ESG-related data, but no direct 
connection between them was established. Therefore, although the sustainability reports provided 
an overall picture of ESG matters and the financial situation, there remains a need for greater inte-
gration between the two.
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The results for the remaining items related to quantitative connectivity reveal a low level of integra-
tion. Only 21.2% of the companies quantified the impact of ESG matters on financial variables (Item 
8). This topic is particularly emphasised in the documents issued by EFRAG relating to the develop-
ment of illustrative examples (EFRAG, 2024c; EFRAG, 2024k; EFRAG, 2024p), which stress the im-
portance of sustainability disclosures being clearly linked to the financial statements and quantifying 
both current and future effects of ESG-related risks and opportunities on the company’s financial 
position. Some of these documents explicitly highlight the importance of linking ESG risks to related 
provisions. Among the companies that provide information in this regard, several excerpts from ACS’s 
sustainability report can be cited. On the one hand, the report highlights of environmental risks such 
as “the loss of ecosystem services, reduced economic growth, regulatory non-compliance, litigation 
and environmental penalties.” Regarding financial liabilities associated with these risks, the report 
states: “In 2023, no significant breaches of environmental legislation or regulations were recorded, 
with 'significant' understood as breaches involving fines of over EUR 10,000. According to Note 37 
on Environmental Information in the ACS Group’s Annual Financial Statements, environmental costs 
in 2023 amounted to EUR 5,938 thousand (EUR 14,840 thousand in 2022) and, according to Note 
20, non-current provisions contain provisions for environmental action, which include provisions to 
cover probable environmental risks that may arise, with no such provision recognised in 2023.” On 
the other hand, the report notes that sustainable and resilient infrastructure represents opportunities 
for the company and quantifies the impact on sales, stating that it leads to the “development of Green 
Building projects” with “sales in 2023 of EUR 14,087 million.”

Regarding Item 5, only 18.2% of the companies analysed disclosed the financial impact of climate 
change-related scenarios in quantitative terms. The documents on the development of illustrative 
examples published by EFRAG (EFRAG, 2024c; EFRAG, 2024k) emphasise the importance of identi-
fying the effects of material risks, both physical and transition-related, stemming from climate change 
on financial variables. However, despite the fact that it is common for companies to describe these 
risks and link them qualitatively to measures to be adopted and potential economic-financial conse-
quences, quantification of the financial impact is rarely found. One example of this is the information 
provided by Acciona Energía, which highlights the existence of different climate change-related sce-
narios. For instance, under the category of chronic physical risks, the company mentions a “decline in 
revenue due to reduced efficiency of photovoltaic panels as global temperatures rise.” The report also 
rates the likelihood of this occurring as “possible” and quantifies the financial impact as “insignificant 
(a decrease in sales of under 0.25%).”

An even smaller proportion of companies (12.1%) provided information on the social monetary value 
of the ESG impacts of business activities (Item 6). In these cases, sustainability reports such as the 
one published by AENA can be found, where it is stated, for example, in reference to the community 
and the sustainable value chain, that “by 2026 we will triple the amount allocated to social action 
initiatives compared with 2019.  And by 2030, this will represent 1% of net profit.”

Lastly, no companies quantified the financial impact of changes in ESG indicators (Item 9). These 
results are consistent with those found by David and Giordano-Spring (2022) in France in 2021, who 
also included two similar measures to Items 6 and 9 in our study and did not find any company dis-
closing quantitative information in this regard.

Finally, it is worth highlighting that items 7 and 10, which reflect direct connectivity, show the highest 
values. This is evidence that suggests it is considerably easier for companies to establish a quanti-
tative connection when this involves a direct reconciliation with information already included in the 
financial statements, than when it requires an indirect connection with internal financial information. 
This may be due, for example, to the proprietary costs that such disclosure could entail. 
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////  FIGURE 2  Quantitative connectivity. Mean values
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↑  This figure shows the mean values of the items that make up the qualitative connectivity index. Source: Prepared by authors.

4.3.  Additional analyses

To examine more closely companies’ behaviour regarding the connectivity presented in the sustain-
ability report between sustainability information and financial information, Table 5 provides an indus-
try analysis. The data show that there are no major differences across the various sectors examined, 
with relatively similar values for the different connectivity indices, with the exception of the Oil and 
Energy sector. Companies in this sector exhibit lower connectivity on average (with the connectivity 
index more than 12 percentage points below the full sample average), mainly due to significantly 
lower quantitative connectivity (almost 17 percentage points below the full sample average). 

The findings for the Oil and Energy sector are particularly striking considering that this sector has 
traditionally been viewed as highly sensitive to environmental issues (Birkey et al., 2016). This very 
exposure to ESG issues could lead to greater complexity and difficulty when it comes to making 
estimates, especially quantitative ones, of financial impacts. It is also possible that reputational costs 
arising from such imprecisions are higher, which may affect the disclosure of specific quantitative 
information on financial impacts in the sustainability report. 

////  TABLE 5  Connectivity indices by sector. Mean values

Sector Connectivity Index Qualitative 
connectivity

Quantitative 
connectivity

1. Oil and Energy 0.350 0.531 0.229

2. Basic Materials, Industry and Construction 0.543 0.679 0.452

3. Consumer Goods 0.467 0.583 0.389

4. Consumer Services 0.450 0.500 0.417

5. Financial Services 0.471 0.643 0.357

6. Technology and Telecommunications 0.450 0.563 0.375

↑  This table shows the mean values of the connectivity indices per sector. Source: Prepared by authors. 
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We now examine whether the connectivity between sustainability information and financial informa-
tion is influenced by the materiality assessment presented by companies. Figure 3 shows, for each 
item in the connectivity index, the average values for the two groups of companies created based 
on the Informe Reporta “Relevance” index, i.e. according to how they address economic, social, and 
environmental impacts in their reports. The results reveal differences in qualitative and quantitative 
connectivity between the two groups.  While companies with higher “Relevance” index scores do 
not show greater qualitative connectivity, they do demonstrate higher quantitative connectivity, par-
ticularly in relation to the monetary valuation of the social impacts of ESG-related business activities 
(Item 6), the quantification of the impact of ESG matters on financial variables (Item 8), and the 
disclosure of financial indicators in the NFS (Item 10). This evidence suggests that more comprehen-
sive impact materiality analyses may help improve quantitative connections between sustainability 
information and financial information.

////  FIGURE 3  Connectivity according to the "Relevance" index
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↑  This figure shows the average values of each item of the connectivity index for the companies with the highest and lowest values of the Informe Reporta "Rele-
vance" index. Source: Prepared by authors.

Finally, the analysis of connectivity based on the sustainability performance of companies is pre-
sented in Figure 4, which shows, for each item in the connectivity index, the average values for the 
two groups of companies created according to their presence in the “MERCO ESG Responsibility” 
ranking. The results clearly show that companies with higher sustainability performance consistently 
demonstrate greater connectivity, both qualitative and quantitative, between sustainability informa-
tion and financial information across all items. Although greenwashing practices have traditional-
ly been among the most criticised aspects of corporate sustainability information (Mahoney et al., 
2013), our findings are in line with recent research (Ruiz-Lozano et al., 2022) and do not indicate 
opportunistic behaviour in corporate reports when presenting the connection between sustainability 
information and financial information.
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////  FIGURE 4  Connectivity according to the "MERCO ESG Responsibility" ranking
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↑  This figure shows the average values of each item of the connectivity index for the companies with the highest and lowest sustainable performance according to 
the "MERCO ESG responsibility" ranking. Source: Prepared by authors.

4.4.  Discussion of results and challenges for the future

The analysis performed contributes to understanding the information disclosure practices in the 
sustainability reports of major listed Spanish companies, particularly focusing on the connectivi-
ty between sustainability information and financial information. This issue has gained significant 
regulatory relevance, as seen in the initiatives of EFRAG and the IFRS Foundation. Although such 
connectivity is essential to provide a more comprehensive understanding of corporate sustainability 
information and to increase its usefulness, the recent emergence and complexity of this issue, as 
well as the historical absence of relevant regulatory frameworks, have led to low levels of connection 
between sustainability and financial information in practice, as indicated by the few existing studies 
on this topic to date (David and Giordano-Spring, 2022; Tóth et al., 2022). Our findings support these 
studies and suggest that connectivity between both types of information remains limited, especially 
in terms of quantitative connectivity. What follows are the key considerations from our analysis and 
several challenges that must be addressed in order to move toward more effective connectivity be-
tween sustainability information and financial information.

Firstly, the companies analysed do present in their sustainability reports connections between cer-
tain sustainability matters and financial information. However, there is no clear identification of this 
connectivity, which tends to appear dispersed and inconsistently across companies’ corporate re-
ports. One of the regulatory challenges is undoubtedly to ensure that the connectivity between sus-
tainability and financial information becomes easily identifiable and comparable across companies. 
To this end, it would be important for the projects under development, beyond specifying the issues 
to be connected, to clarify the format in which such connectivity should be presented. The use of 
illustrative examples may help, but another possible solution could be the inclusion of a separate 
section summarising the main connections between both types of information.

Secondly, qualitative connectivity is significantly higher than quantitative connectivity. On the one 
hand, although most companies generally present high qualitative connectivity, it is often limited to 
a general description, superficially indicating how ESG matters may influence the business model or 
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certain financial variables, as well as the measures to be adopted to manage such financial impact. 
While this is an important step in connecting ESG matters and financial information, this exercise in 
transparency is not without cost to companies, and its potential benefits may be called into question 
if the connection between sustainability and financial information is ambiguous or superficial. On 
the other hand, quantitative connectivity is limited across many of the items analysed. In particular, 
certain areas reveal significant shortcomings, mainly due to the fact that companies generally do not 
quantify the financial impacts associated with ESG matters. One of the major regulatory challenges 
lies precisely in clearly specifying the connections that should be shown between sustainability and 
financial information. Although the illustrative examples to be included in the forthcoming Discussion 
Paper to be published by EFRAG, and those already published by the IASB as part of the project on 
“Climate-related and Other Uncertainties in the Financial Statements,” may provide a highly useful 
reference in this regard, it is necessary to take into account the particularities of the companies and 
sectors subject to the regulation, the diverse needs of information users, and the costs incurred by 
companies in obtaining and disclosing such information.

Thirdly, it is important to recognise the ability of companies to adapt to regulatory changes. In recent 
years, many of the recommendations or regulations relating to corporate sustainability reporting 
have focused on climate change. During this period, companies have acknowledged the importance 
of this issue and have substantially improved their climate-related reporting. The analysis of the NFS 
and sustainability reports of the companies in our sample shows that a large part of the connection 
between sustainability and financial information takes place precisely in the area of climate change. 
Likewise, companies have become familiar with the EU Green Taxonomy and with Commission Del-
egated Regulation (EU) 2021/2178, and the findings confirm that the disclosure of green financial 
indicators (CAPEX, revenue, OPEX) is fully established among the companies analysed. Another 
current challenge is to ensure that companies embrace the need to quantify financial impacts relat-
ed to social and governance matters, which are the areas that currently show the lowest degree of 
connection with the financial information.

Fourthly, attention must be paid to the industry differences that may exist. Our evidence shows that 
companies in the Oil and Energy sector, which are particularly sensitive to environmental issues, 
present lower connectivity between sustainability and financial information. As mentioned earlier, 
the reasons may lie precisely in this greater sensitivity or exposure to ESG matters, which may hinder 
the estimation of financial impacts and increase the costs of preparing the information, as well as the 
reputational costs associated with its disclosure. Taking into account the different sensitivities of the 
various sectors when regulating the connectivity between sustainability and financial information 
constitutes an additional challenge for the regulatory projects currently under development. 

Fifthly, our evidence indicates that companies that address the materiality of different ESG impacts 
more effectively in their reports generally present higher quantitative connectivity. Thus, carrying out 
more comprehensive materiality analyses may favour quantitative connectivity. Upcoming regula-
tions will require stronger connections of this kind, and companies must be aware of this and adapt 
their corporate reports to the new requirements. Therefore, audit and sustainability committees, as 
well as other mechanisms responsible for the internal control of corporate information, must un-
derstand the importance of conducting and presenting complete and detailed materiality analyses, 
thereby improving both the presentation and the understanding of the connectivity between sustain-
ability and financial information.

Finally, it is worth noting that our results rule out opportunistic behaviour by companies in their re-
ports in relation to the connectivity between sustainability and financial information. Greenwashing 
practices in corporate sustainability reporting have become a concern for regulators and profession-
als (ESMA, 2023a; IOSCO, 2023b; PwC, 2022). However, our evidence indicates that companies with 
higher sustainability performance present greater qualitative and quantitative connectivity. None-
theless, the forthcoming recommendations in this area will increase the pressure on companies to 
present stronger connectivity between both types of information, which may lead to a higher risk of 
opportunistic disclosures concerning this connectivity. This therefore poses a challenge for auditors 
and/or assurance providers in monitoring this matter, as the connectivity between sustainability and 
financial information must be complete, faithful, and clear for corporate reports to fulfil the purpose 
envisaged in the regulation.
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5 � Final considerations.

The study conducted highlights the growing importance of the connectivity between financial and 
sustainability information for regulators, preparers, and users of corporate reporting. Although such 
connectivity should be implicit in the preparation of the various sections of the annual report, in 
practice it remains a relatively new concept, introduced through the recently adopted sustainability 
standards (the ESRS and the IFRS Sustainability Disclosure Standards), and is not yet reflected in the 
Conceptual Framework for Financial Reporting. This makes it one of the main challenges currently 
facing international standard-setters, as it is essential for ensuring the quality of information available 
to all stakeholders. 

As outlined in the submitted working plan, the study is structured in three main parts. The first pre-
sents a review of the academic literature on the connectivity between financial and sustainability in-
formation, in order to understand the current state of the debate. The second analyses the initiatives 
being developed by EFRAG and the IASB in this area. Lastly, the third offers an empirical analysis 
of the sustainability reports published by major Spanish listed companies, assessing the extent of 
connectivity between financial and sustainability information.

Firstly, with regard to the academic literature review, it should be noted a growing body of research 
has appeared in recent years emphasising the need to connect financial and sustainability infor-
mation, in line with the development of international corporate disclosure standards. While there is 
extensive literature on integrated reporting, this is not the approach currently adopted by the initia-
tives of EFRAG and the IFRS Foundation. The available evidence shows that the level of connectivity 
between sustainability and financial information remains low, hindering the ability of investors and 
analysts to obtain a comprehensive understanding of companies. This negatively affects financing 
costs and company valuations, and also results in less accurate financial forecasts.

Other current studies have assessed connectivity using an approach closer to that proposed by 
EFRAG, but they remain limited in scope and depth. The most recent studies highlight the need to 
continue progressing towards the effective integration of both types of information, as the connec-
tion between financial indicators and sustainability data, such as climate change, remains mainly 
qualitative. They stress the importance of strengthening this link to ensure more accurate and useful 
corporate reporting, both for investors and for the efficient functioning of financial markets.

Secondly, an analysis has been carried out of the projects that EFRAG and the IFRS Foundation are 
developing in this area. Both initiatives agree that connectivity is key to providing a holistic and co-
herent view of the company and to achieving higher-quality reporting, although they approach the 
issue in different ways. EFRAG’s project is more ambitious, aiming to lead the international debate on 
the topic, while the IFRS Foundation is more focused on the necessary collaboration between its two 
standard-setting bodies, the IASB and the ISSB. Accordingly, EFRAG’s project is at a more advanced 
stage and is being carried out with greater specificity, culminating in the publication of an Interim De-
liverable Paper in June 2024, as a step towards the publication of a Discussion Paper expected in the 
second half of 2024. This document represents significant progress in establishing the conceptual 
foundations, categories and benefits of connectivity, and in clarifying the boundaries of reporting to 
improve the understanding of what can and cannot be connected. In addition, collaboration between 
the IASB and the ISSB has recently materialised in the IASB’s project on “Climate-related and Other 
Uncertainties in the Financial Statements”, through the involvement of members and technical staff 
from both bodies, and by taking the ISSB’s work as a starting point for the project. 

Thirdly, the empirical analysis shows that Spanish listed companies currently present connections 
between both types of information in their sustainability reports. On the one hand, this demonstrates 
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companies’ motivation to adapt to regulatory requirements; on the other hand, it can also be inter-
preted as a way to differentiate themselves and enhance their corporate image by improving the 
quality of their sustainability reporting. Nonetheless, significant shortcomings are evident, especially 
in terms of quantitative connectivity. There are certain relevant items for which no connection is 
presented, or where the connection is very limited. Moreover, the connections described are often 
superficial and would require greater specificity. It is also worth noting the difficulty in identifying 
and comparing the connections between sustainability and financial information as presented in the 
companies' reports. In this regard, the illustrative examples currently being developed by EFRAG, and 
those already published by the IASB in the public consultation draft of the project on “Climate-re-
lated and Other Uncertainties in the Financial Statements”, are expected to help improve preparers' 
practices in this area. 

At the industry level, no major differences are observed, except in the Oil and Energy sector, which 
is particularly sensitive to ESG matters. Similarly, companies that more comprehensively address  
impact materiality in their reports also tend to show greater quantitative connectivity between sus-
tainability and financial information. Finally, there is no evidence to suggest that connectivity is being 
used opportunistically in corporate reporting, as greater connectivity is generally found in companies 
with better sustainability performance. All the evidence gathered suggests that the differences ob-
served between the companies analysed may be explained by the costs associated with preparing 
and disclosing information in terms of connectivity. Such costs, in the current context where strong 
regulation is not yet in place, may exceed the benefits received by companies. 

Our study has several implications in different areas. Firstly, the results allow companies to assess 
their position and identify weaknesses in the connectivity between the sustainability and financial 
information they publish, helping them relate their disclosure practices to those of other listed com-
panies, particularly in their industry. Secondly, our findings are valuable for regulators, as they pro-
vide more detailed insight into the specific aspects that need to be addressed to ensure effective 
connectivity in corporate reporting, particularly with regard to quantitative information. Thirdly, in the 
academic field, our study offers relevant directions for future research. On the one hand, it proposes 
a connectivity index that can be used in further studies to obtain more empirical evidence on this 
issue. On the other hand, it opens the door to future studies on the benefits of greater connectivity 
of information, not only from the point of view of information users, but also from the perspective of 
companies, which would be very useful for conducting cost-benefit analyses of such disclosures. 
Finally, another important issue lies in gaining a better understanding of the internal factors that may 
explain the disclosure of sustainability information that is more effectively connected with financial 
information. In view of the forthcoming regulatory landscape, where connectivity requirements will 
be high, it is essential to make progress in empirical studies that analyse the internal corporate mech-
anisms that promote the disclosure of more connected information. 
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