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REFLECTIONS ON THE CONNECTIVITY 
BETWEEN FINANCIAL AND 

SUSTAINABILITY REPORTING

Paris, 1 December 2023

Wolf Klinz- EFRAG FRB Chair
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TO BE ADDRESSED

• ABOUT THE PROJECT 

• WHAT IS CONNECTIVITY?

• WHY A PROJECT ON CONNECTIVITY?

• HOW IS EFRAG APPROACHING THE PROJECT?
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ABOUT THE PROJECT



www.efrag.org 21

ABOUT THE PROJECT

• Top ranked project during the 2021 EFRAG agenda consultation

• EFRAG FR project approved by EFRAG FRB in June 2022

• Scope and approach approved by EFRAG FRB and FR TEG in February 2023, input of 
EFRAG SR pillar (TEG, SRB and staff) is factored into the project

• Advised by a 22-person multi-stakeholder (preparers, users, regulators, auditors, 
academics) connectivity advisory panel that has met 3 times so far
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OBJECTIVES

Influence standard 
setting, complement 

similar initiatives

Thought 
leadership 

and 
education 
material

Support 
practice 
through 

examples
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WHAT IS CONNECTIVITY?
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Distinction: current world: connectivity- an ESRS and IFRS S1 requirement & a principle of IIRC 
integrated reporting framework vs 
Future state of reporting: yet to be achieved Integration of reporting
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Linkage of related 
information

Consistency of overlapping 
information (assumptions, 
data, narrative info, terms)

Coherence, complementarity 
(i.e., different reports telling 

full story)

Fair presentation of FR and 
SR information (e.g., avoid 

greenwashing)

Explaining significant 
difference in assumptions, 

data used

Avoiding unnecessary 
duplications In
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Unified reporting framework (i.e., 
no separated financial statements 

and sustainability disclosures)

May reflect externalities/impacts in 
financial statements (e.g. profit adjusted 

for environmental damages of a 
company)

May call for rethink of current FR 
and SR boundaries

EFRAG response to ISSB agenda 
consultation reflected that 

stakeholders do not view integration 
in reporting to be a priority
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ESRS connection requirements
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Direct 
connectivity

Indirect 
connectivity

Consistency of data, 
assumptions, and 

qualitative information
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ESRS connection requirements- continued

• Direct connectivity: When the sustainability reporting includes monetary amounts or other 
quantitative datapoints […] that are presented in the financial statements. (Example: revenue 
amount in GHG intensity metric can be directly linked to IFRS 15 revenue)

• Indirect connectivity: When the sustainability reporting includes monetary amounts or other 
quantitative datapoints […] that are either an aggregation of, or a part of, monetary amounts or 
quantitative data presented in the entity’s financial statements. (Example: reconciliation of revenue 
amount in GHG intensity metric to IFRS 15 revenue amount when it cannot be directly linked)

• Consistency of significant data, assumptions, and qualitative information included in its 
sustainability reporting and the financial statements (e.g., on assumptions in sustainability 
disclosures and those used in the impairment of assets (Property, Plant & Equipment and intangible 
assets). 
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• Mandatory application of ESRS and location of 
sustainability information in a dedicated section 
of the Management Report  

• ESRS sustainability statements under ‘double 
materiality’ lens (impact materiality + financial 
materiality)

• Entities in scope: large undertakings (IFRS and 
national GAAP applicants)

What is being connected? EU Framework

ESRS 
sustainability
statements

Management Report 

Financial Statements 

Annual Report
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What is being connected? IFRS reporting architecture

Source: Slides used at the April 2023 IFRS Advisory Council Meeting
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HOW WILL EFRAG 
APPROACH THE PROJECT?
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EFRAG research project approach
Phase 1: Operationalisation of connectivity under current reporting requirements-
Discussion Paper expected in 2024

Conceptual scene setting

Why connectivity is important

Set common definitions (what connectivity means for EFRAG 
project)

Articulate distinctive objective roles of Financial statements, 
management report and SR

Identify differences between FR and SR (what cannot be 
connected)

Identify user and other stakeholder needs and expectations

Identify disclosures that can be linked (what can be 
connected)

Practical application

Real world and proforma examples

Iterative process of example versus guiding principles 
development

Phase 2: Conceptualisation not restricted by 
current FR and SR boundaries 

Explore integration of reporting 

Align to work of ISSB

Scope to be defined at a later date 

Scope of SR: ESRS and ISSB SR

Scope of FR: IFRS requirements
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EFRAG will monitor and ensure  the complementarity of its project
with other related workstreams

▪ In September 2023, the IASB made its initial decision on project direction on the ‘Climate-related

risks and Other Uncertainties in the Financial Statements’ project

▪ Targeted amendments to IAS 1 related to estimation uncertainty,

▪ Issue educational material and articles in the coming months

▪ Possible IFRIC agenda decisions on IAS 36 Impairment of Assets and IAS 37 Provisions,

Contingent Liabilities and Contingent Assets.

▪ EFRAG will monitor scope of possible ISSB project on integration in reporting- May affect scope of

Phase 2 of EFRAG project

▪ EFRAG will review and learn from October 2023 ESMA Report: Disclosures of climate-related

matters in the financial statements- The report has 22 illustrative examples

▪ EFRAG will monitor other regulators (AMF, Norway) and national Standard Setters work on

connectivity (Australia, Canada, Malaysia, New Zealand and UK)

https://www.esma.europa.eu/sites/default/files/2023-10/ESMA32-1283113657-1041_Report_-_Disclosures_of_Climate_Related_Matters_in_the_Financial_Statements.pdf
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États Généraux
de la Recherche Comptable
Séquence 3 : Reporting de durabilité et normes de 
durabilité au Japon



The observations and comments made in this presentation are those of the presenter, and do 
not necessarily reflect the views of the Sustainability Standards Board of Japan.

Sustainability Standards Board of Japan

Sustainability Reporting and 
Sustainability Standards in Japan

12e États Généraux de la Recherche Comptable

Yasunobu Kawanishi
Chair
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1. Sustainability Reporting in Japan

2. The SSBJ and Sustainability Standards 
in Japan

3. Japanese companies and ESRS



Sustainability Reporting in Japan
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Market Segmentation in Japan

Source: https://www.jpx.co.jp/english/equities/market-restructure/market-segments/index.html
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Market Segmentation and Accounting 
Standards (Tokyo Stock Exchange)

Nearly half of the listed companies on the Tokyo Stock Exchange 
are listed in the Prime Market
These companies account for more than 95% of the market 
capitalization of the Tokyo Stock Exchange

37

Market Capitalization (trillion JPY)

(Total) Prime Standard Growth

843 811 24 8

96.1% 2.9% 1.0%

J GAAP 48.8% 97.9% 91.0%

IFRS 48.8% 2.1% 9.0%

US GAAP 2.4% N/A N/A

Number of Companies 

(Total) Prime Standard Growth

3,813 1,833 1,442 538

48.1% 37.8% 14.1%

J GAAP 87.6% 98.8% 95.0%

IFRS 12.1% 1.2% 5.0%

US GAAP 0.3% N/A N/A

(as of June 30, 2023)
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Japanese Corporate Governance Code 
(revised June 2021)

The Japanese Corporate Governance Code states that:

All companies should appropriately disclose their initiatives on 
sustainability when disclosing their management strategies

Companies listed on the Prime Market should enhance the 
quality and quantity of disclosure based on the TCFD 
recommendations or an equivalent framework
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Securities Laws and Regulations (1)

Under Japanese securities laws, public companies are required to 
file an Annual Securities Report (ASR) annually with the securities 
regulator, the Financial Services Agency (FSA)

Public companies include:

Listed companies; and

Unlisted companies with more than 1000 shareholders

The ASR is a document that is to be prepared based on a 
specific template

ASRs are filed in XBRL format

39
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Securities Laws and Regulations (2)

In January 2023, the FSA introduced new rules to enhance 
sustainability disclosures in the ASR

The new rules are effective for ASRs covering fiscal years 
ending March 2023 and onwards

The new rules include the following:

Companies are required to disclose sustainability information 
in a new section within the ASR

In this new section, companies are required to disclose 
sustainability information based on the 4 components of the 
TCFD recommendations

All companies are required to disclose ”Governance” and “Risk 
Management”

Companies can apply materiality judgements for “Strategy” and 
“Metrics and Targets”

40



The SSBJ and Sustainability Standards
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Establishment of the SSBJ

In December 2021, the Financial Accounting Standards 
Foundation (FASF) announced the establishment of the 
Sustainability Standards Board of Japan (SSBJ),
effective July 1, 2022, as a sister Board to the Accounting 
Standards Board of Japan (ASBJ)

Many of the bylaws of the SSBJ were copied from the bylaws of 
the ASBJ

FASF

ASBJ SSBJ

IFRS
Foundation

IASB ISSB

42
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FSA regulations state that accounting standards that are 
developed by an organisation that meets specified criteria are 
considered to be part of Japanese GAAP 

The ASBJ is the only organisation which the FSA confirmed to 
have met the criteria

The ASBJ’s mandate is limited to financial statements -
information outside the financial statements (including 
Management Commentary) is currently regulated by the FSA

The FSA is currently in the process of introducing a similar 
regulation for sustainability reporting in Japan

The SSBJ will develop sustainability standards in accordance 
with the new regulation

Delegation of Standard-Setting Authority

43



© 2023 Sustainability Standards Board of Japan All rights reserved. 

Objectives

Develop Japanese sustainability disclosure standards

Contribute to the development of international sustainability 
disclosure standards

International Activities

Inaugural member of the Sustainability Standards Advisory 
Forum (SSAF) 

Member of Jurisdictional Working Group (JWG)

Domestic Activities

Announced the SSBJ’s operational policy in November 2022

Announced the SSBJ’s project plan for the development of 
Japanese standards in January 2023

Basic Strategy of the SSBJ

44
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Operational Policy

Ensure that SSBJ Standards are of high-quality

The resulting disclosures are useful to investors 

Ensure that SSBJ Standards are aligned with international 
sustainability disclosure standards 

International sustainability disclosure standards 
include, but are not limited to, IFRS Sustainability
Disclosure Standards

As ISSB Standards are developed to be GAAP-
agnostic, SSBJ Standards will also be developed to be 
GAAP-agnostic      

Operational Policy of the SSBJ

45
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Projects

In January 2023, based on the requests from Japanese 
stakeholders, the SSBJ decided to undertake the following 
projects to advance the development of standards as much 
as possible before the ISSB publishes its final standards 

Development of an SSBJ standard equivalent to the IFRS 
S1 Standard (the SSBJ’s S1 project)

Development of an SSBJ standard equivalent to the 
IFRS S2 Standard (the SSBJ’s S2 project)

Project plan (1)

46
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Target Dates for the SSBJ Projects

1 Exposure Drafts During fiscal year 2023 
(To be issued no later than March 31, 2024)

2 Final Standards During fiscal year 2024 
(To be issued no later than March 31, 2025)

The mandatory effective dates will be determined by the FSA

The standards will be available for early application, only if 
both S1 and S2 are applied at the same time

Project plan (2)

47
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Developing SSBJ Standards

The SSBJ expects to include most, if not all, requirements of the 
ISSB standards in the SSBJ standards

This is to enable companies to comply with ISSB standards by 
complying with SSBJ standards if they wish to do so

The SSBJ may include practical expedients in the SSBJ standards

Those practical expedients will be acceptable under SSBJ 
standards, but may or may not be acceptable under ISSB 
standards

48
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Supplementary Material 

The SSBJ plans to develop Supplementary Material, which are non-
authoritative, to assist companies in applying SSBJ standards

The SSBJ expects to add and update Supplementary Material 
over time

The Supplementary Material can be classified in the following:

General information about sustainability reporting

Additional guidance on applying SSBJ standards (which may 
also be applicable to ISSB standards) 

Additional guidance on applying SSBJ standards in the context 
of specific laws and regulations in Japan

49
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ESRS Timetable

51

Who When*

• Companies previously reporting subject to the NFRD 
(large listed companies, large banks and large 
undertakings – if they have more than 500 employees)

• Large non-EU listed companies with more than 500 
employees

FY 2024

• Other large companies, include other large non-EU listed 
companies

FY 2025

• Listed SMEs, including non-EU listed SMEs FY 2026

• Non-EU companies that generate over EUR 150 million 
per year in the EU and that have in the EU either a branch 
with a turnover exceeding EUR 40 million or a subsidiary 
that is a large company or listed SME***

FY 2028

Source: https://ec.europa.eu/commission/presscorner/detail/en/qanda_23_4043

*     The first sustainability statement will be published the following year.
**   Listed SMEs may decide to opt out of the reporting requirements for a further two years.
*** Separate standards will be adopted specifically for these companies.

**
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Japanese companies and ESRS

52

Some Japanese financial institutions will apply ESRS from FY 
2024

Many Japanese companies that are likely to apply ESRS for non-
EU companies are highly interested in whether and if so how 
they will differ from ESRS for EU companies

Many Japanese companies that are likely to apply ESRS for non-
EU companies are asking for interoperability

With both ESRS and SSBJ standards seeking interoperability 
with ISSB standards, interoperability between the two will be 
achieved to a certain extent 

While SSBJ standards focus on single materiality, many Japanese 
companies voluntarily adopt GRI standards, which should help 
those companies apply ESRS





12ÈME ÉTATS GÉNÉRAUX DE LA RECHERCHE COMPTABLE 54

États Généraux
de la Recherche Comptable
Séquence 4 : Convergence des reporting de durabilité
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Sustainability Reporting: Is Convergence Possible? 
Based on an article published in Accounting in Europe (2023)

(Disclaimer: article written a year ago)

Hervé Stolowy
HEC Paris

Luc Paugam
HEC Paris

Mazars chair for Purposeful Governance
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Picture taken in Paris on a building in construction

Autorité des normes comptables
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Autorité des normes comptables
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Frameworks disclosed by a Leading French Oil and Gas/Energy group in its corporate
reporting

Example of CSR reporting

Autorité des normes comptables
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Executive summary

Autorité des normes comptables

Four factors limiting the likelihood of convergence in corporate sustainability reporting:

• Heterogeneity of concepts and definitions surrounding sustainability

• Large number of organizations claiming legitimacy in sustainability reporting

• Diversity of reporting requirements among three influential international 
standard setters (i.e., EFRAG, ISSB, SEC), leading to various corporate 
reporting choices

• Diversity in the objectives of standard-setting organizations

Conclusion:

Probability of convergence appears limited, at least in the short term, although 
we identify progress in carbon emissions reporting
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Diversity of Definitions and Concepts Surrounding Sustainability

Autorité des normes comptables

At three levels: 

(1) across standard-setting organizations

• E.g., SASB (financial materiality), GRI (double materiality), A4S

• No definition per se in ISSB and EU texts (“sustainability reporting”)

(2) within standard-setting organizations over time

• E.g., SASB (2013)  SASB (2017), EU (NFD 2014)  EU (CSRD 2022)

(3) among firms reporting sustainability information

• E.g., sustainability reporting, sustainability corporate social 
responsibility reporting, integrated report, integrated reporting, and 
non-financial reporting

12ÈME ÉTATS GÉNÉRAUX DE LA RECHERCHE COMPTABLE
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Diversity of Organizations

Autorité des normes comptables

Table 2 = list and description of the organizations involved in sustainability

• Panel A = organizations with sustainability reporting initiatives

• => 12 organizations

• Panel B = organizations focusing on promoting sustainable corporate 
activities

• => 7 organizations

Abundance of organizations => shopping around organizations and various 
sustainability concepts to fit a corporate narrative 
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Diversity of Organizations

Autorité des normes comptables
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Diversity of Reporting - Requirements

Autorité des normes comptables

According to A4S (2022, p. 4): 

• a recent assessment of the regulatory landscape identified 614 reporting 
requirements or ‘instruments’ across 84 countries

EU initiative with EFRAG

• Corporate Sustainability Reporting Directive (CSRD) (2022)

IASB initiative with ISSB - Adoption in June 2023 of:

• IFRS S1 General Requirements for Disclosure of Sustainability-related 
Financial Information

• IFRS S2 Climate-related Disclosures

SEC initiative

• Proposal to enhance and standardize climate-related disclosures for 
investors (2022)
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Diversity of Reporting - Practices

Autorité des normes comptables

Diversity of practices through corporate report issuance strategies => names of CSR 
reports

• 5,441 corporate reports containing sustainability reporting for an international 
sample of firms ranked by S&P Dow Jones (DJSI) over 2018 to 2020

• Illustrative list of 31 different report names used in practice

(See: Durand, Madelaine, Paugam and Stolowy, 2022)

Diversity of practices through corporate report issuance strategies => number of 
reports shows diversity in compliance with sustainability reporting standards

• Reference to different standards (see the introductory image)
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Diversity of Objectives

Autorité des normes comptables

Different objectives regarding sustainability reporting.

• Some organizations focus specifically on only certain dimensions of 
sustainability:

• CDP => on carbon disclosure

• SEC proposal => environmental matters only

• Other organizations have the broader objective of providing standards 

for all sustainability matters (e.g., GRI, SASB, ISSB, EU-EFRAG)

Debate (opposition)

• Single (financial) materiality (ISSB) vs. double (impact) materiality (EU)
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Conclusion

Autorité des normes comptables

Multiplicity of organizations and standards:

• Legitimacy of organizations

• Effectiveness of standards

• Increase in processing costs for stakeholders

• Regulatory arbitrage opportunities

• Opportunities for the management of legitimacy, as compliance 
with standards can be used as a stamp of approval

To finish on a positive note: one exception in sustainability 
reporting convergence

• GHG emissions disclosures
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Autorité des normes comptables

Thank you
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Convergence des reporting de durabilité

Discussion par Eric Duvaud
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Autorité 
des normes comptables
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La nature des normalisateurs explique certaines divergences, 
mais la convergence sur le climat est en bonne voie

US SEC & Californie

Projet SEC de réglementation 
(02/2022)

California Climate Bills (10/2023)

Commission européenne + 
Parlement UE + Conseil UE

Réglementation entrée en vigueur : 
obligatoire avec audit (21/10/2023)

IFRS (International Financial 
Reporting Standards) Foundation

Référentiel d’application volontaire 
en attente d’adoption par des 
juridictions : global baseline

(30/06/2023)

Statut des 

normes

Nature du 

normalisateur

Juridiction fédérale et juridiction 
étatique (Californie)

Association de droit belge mandatée 
par une juridiction au service de 

l’intérêt général

Fondation de droit privé au service 
de l’intérêt des investisseurs

Périmètre 

d’application

Entreprises cotées (Californie couvrant 
entreprises cotées et non cotées)

Entreprises cotées et non cotées, 
PME cotées, entreprises non-

européennes
Entreprises cotées

1 spécifique sur le climat 
(y.c. informations 

dans les états financiers)

2 générales et 10 spécifiques sur 
l’environnement (y.c. climat), 

social/sociétal et gouvernance
1 générale et 1 spécifique sur le climat

Nombre de 

normes

European Sustainability 
Reporting Standards (ESRS)

IFRS Sustainability 
Disclosure Standards

Rules to Enhance and Standardize 
Climate-Related Disclosures

ISSB
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Autorité 
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La convergence est en marche même si elle ne 
pourra pas être parfaite

• Apports de la CSRD et des ESRS :
o Convergence entre Etats Membres
o Portée extra-territorial avec les standards pour les entreprises non européennes

• Apports de l’ISSB:
o Fusion SASB, IIRC, CDSB, TCFD → simplification du paysage
o Contribution technique limitée (impacts issus de TCFD, effets financiers pas approfondis)

• Divergences culturelles sur le social et de maturité ESG à respecter → convergence parfaite
impossible, mais besoin d’une base commune minimale

• convergence sur le climat presque aboutie si IFRS S2 adoptée, même si probablement trop granulaire sur
les impacts pour être adopté globalement;

• Objectifs européens:
o intégrer la global baseline (IFRS) pour éviter un double reporting
o montrer la voix pour entrainer d’autres juridictions vers le haut donc soutien à l’adoption

des IFRS partout dans le monde
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Autorité 
des normes comptables

12ÈME ÉTATS GÉNÉRAUX DE LA RECHERCHE COMPTABLE

ISSB (normes volontaires) ESRS (normes obligatoires soumises à audit)

Matérialité Matérialité simple : Finance Double matérialité : Impact + Finance

Exemples de différences sur le climat

Energie / Consommation d’énergie et mix énergétique

Social / Impacts sociaux des plans de transition climat

Objectifs 
climatiques

Préciser si l’objectif de réduction est brut 
ou net
Pour les objectifs nets, détailler 
l’utilisation prévue de crédits carbone

• Objectifs de réduction uniquement en brut (avant utilisation de 
crédits carbone)

• Valeurs cibles alignées sur 2030 et 2050 sur des intervalles de 5 ans 
pour planifier et suivre les leviers de décarbonation et les ressources 
allouées

• Indiquer la compatibilité des plans de transition avec 1.5°C

L’UE défend sa souveraineté face aux IFRS et ambitionne 
d’entrainer les autres juridictions

• EFRAG/ISSB: EFRAG considère que toutes les informations requises par les standards IFRS sont
incluses dans les ESRS; Volonté commune de publier un document commun début 2024 :
implementation guidance on interoperability (EFRAG) vs educational material (ISSB).

• EFRAG/GRI: joint statement du 04/09/2023



12ÈME ÉTATS GÉNÉRAUX DE LA RECHERCHE COMPTABLE 72

États Généraux
de la Recherche Comptable
Table ronde 1 : Opérationnalisation du reporting de 
durabilité
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