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

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

does not represent the official views of EFRAG or any individual member of the EFRAG FRB or EFRAG FR TEG. The 

paper is made available to enable the public to follow the discussions in the meeting. Tentative decisions are made 

in public and reported in the EFRAG Update. EFRAG positions, as approved by the EFRAG FRB, are published as 

comment letters, discussion or position papers, or in any other form considered appropriate in the circumstances. 

Examples Development Considerations – Updated Roadmap  

Introduction and Objective 

1 The objective of this paper is to provide EFRAG FR and SR TEG with an overview of the 

approach being taken in developing examples as part of the EFRAG research project on 

connectivity between financial reporting and sustainability reporting (the connectivity 

project). 

2 At the EFRAG CAP meeting and joint EFRAG FR TEG and SR TEG meetings held in October 

2023, it was agreed that illustrative examples would be a core component of a Discussion 

Paper, which is the main deliverable of the EFRAG research project on connectivity 

between FR and SR (the connectivity project). This Discussion Paper is expected to be 

published in H2 2024. Additionally, some illustrative examples will also be presented by 

EFRAG at the April 2024 IFASS meeting (i.e., as a form of interim deliverable).  

3 Examples that illustrate connectivity have multiple benefits including: 

(a) They can support reporting practices by enabling companies to benchmark 

themselves and improve their reporting practices.  

(b) They will help to convey, clarify, and enhance the articulation of the principles of 

connectivity.  

(c) They may point to gaps or grey areas within existing requirements.  

(d) They will educate stakeholders through practical illustration of applications and this 

could lessen the expectation gaps on what information can be connected. 

4 An initial approach for the development of examples including five examples (four mock-

up examples and one real-world example) to showcase this approach was presented at the 

aforementioned meetings (see October 2023 meeting Agenda paper - Identifying and 

developing examples related to different aspects of connectivity). Consequently, two EFRAG 

https://www.efrag.org/Assets/Download?assetUrl=%2Fsites%2Fwebpublishing%2FMeeting%20Documents%2F2301301019414433%2F05-01-%20Issues%20Paper-%20Identifying%20and%20developing%20examples%20on%20different%20aspects%20of%20connectivity-EFRAG%20FR%20TEG%20and%20SR%20TEG-18%20October%202023.pdf


Examples development and presentation methodology - Issues Paper 

EFRAG FR TEG and SR TEG 15 February 2024 Paper 02-02, Page 2 of 33 
 

subgroups to respectively focus on the development of principles and examples were 

formed. As agreed at the October 2023 meeting, the development of examples and 

enhancement of principles will be an iterative process. 

5 Following the work done by the Principles subgroup (reflected in agenda paper 02-04), the 

Examples subgroup held its first meeting to kickstart the development of examples. The 

Examples subgroup is expected to work with the EFRAG Secretariat in developing examples 

that will be further discussed by EFRAG CAP and the EFRAG FR and SR pillar governance 

bodies before their inclusion in the Discussion Paper and any other external presentation. 

6 The development of examples will be informed by the initial set of connectivity principles 

agreed by the Principles subgroup as well as by the prioritised topics for illustrations that 

were previously agreed at the October 2023 meetings with EFRAG CAP and the two TEGs 

(see paragraphs 23 to 34).  

7 The remainder of the paper is structured as follows: 

(a) Considerations for the development and presentation of examples/illustrations of 

connectivity (i.e., number, type, connectivity types and principles being illustrated, 

analysis/documentation of each example, and presentation) (paragraphs 8 to 19); 

(b) Prioritised topics for illustration of connectivity (paragraphs 20 to 27); 

(c) Summary of EFRAG CAP feedback on examples development roadmap (paragraphs 

28 to 29); 

(d) Organisation of examples development workflow (paragraphs 30 to 34); 

(e) Questions to EFRAG FR and SR TEG for discussion (paragraphs 35 to 38); 

(f) Appendix 1: Seven (yet to be vetted) illustrative company examples and excerpts of 

related hypothetical examples from the EFRAG ESRS Materiality Assessment 

Implementation Guidance; 

(g) Appendix 2: Breakdown of the targeted number of examples based on priorities; and 

(h) Appendix 3: Related thematic reviews of reporting practices (13 publications) & 50+ 

mostly EEA companies that are referred to across different reports. 

Considerations for the development and presentation of examples 

Target number and type of examples 

8 After considering the priority topics and benchmarking several thematic studies (see 

Appendix 2), it is proposed that the EFRAG Discussion Paper includes 30+ examples (a mix 
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of real-world and mock-up examples) and approximately 10 examples for the planned 

IFASS presentation (see Appendix 1 for the breakdown).  

9 Note that ten examples/illustrations for the interim deliverable and 30 for the final 

deliverable are targeted milestones. However, as we progress with the analysis of the 

examples/illustrations, the number of examples may be reassessed. 

10 To develop the connectivity examples, EFRAG CAP members, in its 2 February meeting, 

agreed to use both information relating to the financial year 2022 and 2023. Information 

would initially be gathered based on the financial year 2022 and may be updated for 2023 

information.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                        

11 Although reports prepared under ESRS requirements are not yet available (and will only be 

available in 2025), a significant portion of these requirements were inspired by existing 

voluntary guidance (including GRI Standards and the TCFD framework) that is applied in the 

currently available annual reports. For instance, as shown in the below excerpt, the Norsk 

Hydro Annual Report has a separate sustainability statement (covering several topics 

reported under GRI Standards). 

Figure 1: Excerpt from Norsk Hydro Annual Report 

 

12 It is suggested that the real-world examples be selected from predominantly EEA 

companies across diverse and highly-impacted sectors. As noted, the EFRAG Secretariat 

has identified 50+ mostly EEA companies that have been used to illustrate reporting across 

a range of thematic reviews (see Appendix 1). In addition, EFRAG CAP members are 
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requested to provide examples (both real-world and mock-up examples). Examples from 

non-European companies could be included (as IFRS Sustainability requirements are in the 

scope of the connectivity project) but it is expected that the bulk of examples in the 

Discussion Paper will be EEA companies. 

Connectivity principles and types of connectivity being illustrated 

13 Figure 2 below visually depicts the types of connectivity and principles of connectivity (as 

agreed by the EFRAG CAP Principles subgroup) that will guide the choice of 

illustrations/examples of connectivity. As noted earlier, these principles are tentative and 

high-level, and they will be updated based on the learnings during the development of 

examples. 

Figure 1: Principles of Connectivity of information that will be applied for illustrations/examples (Colour code- 

Blue-Types of connectivity identified in ESRS and IFRS Sustainability requirements; Orange- Overarching 

principles that contribute to connectivity of information; Green- Principles that specifically enhance 

connectivity of  information, Outcomes of applying connectivity principles) 

 

14 Based on the above initial principles agreed by the Principles subgroup, the 

attributes/principles for assessing the quality of the illustration of connections will include 

both overarching and connectivity-specific principles: 
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(a) Relevance (reflecting material information) including through the complementarity 

and coherence of the information in the financial statements, sustainability 

statements/ disclosures and the rest of the management report. The extent to which 

the overarching objective of the observed reporting is to provide “a holistic view 

between all the factors that affect value creation”. 

(b) Self-sufficiency of each report based on the stated objective of the different reports.  

As a result, some material information may be repeated but it should be tailored to 

convey incremental information. 

(c) Avoidance of unnecessary duplication. 

15 Other required qualities that are expected to be illustrated in the chosen examples will 

include faithful representation (complete and neutral information via avoiding 

greenwashing) and understandability (e.g., as noted in the January Examples subgroup 

discussion, excessive cross-referencing can lessen the understandability of information). 

Expected analysis and documentation for each example 

16 To justify the choice of and share the learnings gleaned from each example/illustration, it 

is proposed the following should be analysed and documented per example. The following 

reflects baseline information which will be required for each example: 

(a) Which sections of the annual report/ report types are being connected (i.e., financial 

statements, sustainability statements/disclosures, the rest of the management 

report)? 

(b) What topic is addressed? 

(c) What is the type of connectivity the example is illustrating (i.e., direct, indirect, 

consistency, explanation of value-creation relationships)? What is/are the principle/s 

of connectivity being conveyed (e.g., complementarity, coherence)? Are there any 

conflicts between the connectivity principles (e.g., cross referencing versus 

understandability)? 

(d) What are the related ESRS/IFRS S1, S2 and IFRS Accounting requirements? 

(e) What information or subset of information cannot be connected and why? 

17 The following documentation, relating to users and other stakeholders considerations, is 

more judgemental and the information to be provided will depend on the examples.  

(a) Users’ analytical considerations 
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(i) Why is the particular illustration of connectivity useful for investors and other 

users of financial statements and sustainability statements/disclosures? What 

analytical questions faced by investors and other users of financial 

statements/sustainability reports are being addressed by the 

disclosure/application of the illustrated connectivity principle? 

(ii) For the mock-up examples, for instance, those that may be related to 

anticipated financial effects, what connectivity “techniques” would be most 

useful for investors and other users of financial statements and sustainability 

reporting? 

(iii) What is the most suitable location for the illustrated disclosure (i.e. financial 

statements, sustainability statement, the rest of the management report)? 

(b) Other stakeholder considerations 

(i) What constraints may entities/preparers face in applying this connectivity 

principle/disclosing the illustrated disclosure? 

(ii) What if/any would be the enforcement and assurance considerations related 

to the disclosure (e.g., when cross-referencing occurs, if a sustainability 

disclosure under IFRS Sustainability requirements or TCFD framework is 

included in the notes to the accounts)? 

(iii) What is the most suitable location for the illustrated disclosure (i.e. financial 

statements, sustainability statement, the rest of the management report)? 

Overall documentation/analysis 

18 Any recommendations for improvement or any additional relevant information to be 

suggested should be an overall conclusion looking at all the examples together rather than 

analysing this aspect for each example.  

Presentation of illustrations/examples 

19 The approach used by the EFRAG European Lab project task force on the linkage in the 

reporting of the business model, risks and opportunities (PTF-RNFRO) to link principles to 

examples in its 2021 report could be similarly applied. (The principles described in  Towards 

Sustainable Business: Good Practices in Business Model, Sustainability Risks and 

Opportunities Reporting in the EU and Examples in the Supplementary Document: Good 

Reporting Practices). We will also consider whether to apply the same presentation as the 

EFRAG European Lab projects on climate-related reporting and PTF-RNFRO. 

https://www.efrag.org/Assets/Download?assetUrl=/sites/webpublishing/SiteAssets/EFRAG%20PTF-RNFRO%20-%20Main%20Report.pdf
https://www.efrag.org/Assets/Download?assetUrl=/sites/webpublishing/SiteAssets/EFRAG%20PTF-RNFRO%20-%20Main%20Report.pdf
https://www.efrag.org/Assets/Download?assetUrl=/sites/webpublishing/SiteAssets/EFRAG%20PTF-RNFRO%20-%20Main%20Report.pdf
https://www.efrag.org/Assets/Download?assetUrl=/sites/webpublishing/SiteAssets/EFRAG%20PTF-RNFRO%20-%20Supplement.pdf
https://www.efrag.org/Assets/Download?assetUrl=/sites/webpublishing/SiteAssets/EFRAG%20PTF-RNFRO%20-%20Supplement.pdf
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Prioritised topics for Illustrations of connections  

20 The topics for which illustrations of connectivity are prioritised in the connectivity project 

are derived from past discussions with the EFRAG FR and SR TEGs and the EFRAG CAP and 

the recommendations made in several thematic reviews (e.g. Norwegian Finanstilsynet 

report). These prioritised illustrations were also validated by the EFRAG CAP principles 

subgroup. 

21 The illustrations of connections will include both: 

(a) Illustrations of connections from sustainability statements/disclosures to financial 

statements and/or the rest of the management report; and 

(b) Illustrations of connections from financial statements to information outside the 

financial statements. 

22 Examples/illustrations of what information cannot be connected will also be included. 

Appendix 1 has hypothetical situations drawn from the EFRAG ESRS Materiality Assessment 

Implementation Guidance showing why financial statements and sustainability statements 

information may not be connected. 

Illustrating connections from sustainability reporting to financial statements and the rest of the 
management report that will be prioritised 

23 The sustainability reporting topics that are covered in the EFRAG research project are 

climate and other environmental topics, workforce, and business conduct.   

24 While illustrating the connectivity from sustainability information to financial statements’ 

information, the priority will be on illustrations of: 

(a) Explanations of strategic and value-creation oriented relationships; and 

(b) Consistency of significant assumptions, data, and qualitative information including a 

focus on relation forecasts to information on the past/present and use of the same 

(or different) assumptions. 

25 Illustrations of direct connectivity and to a lesser extent indirect connectivity may be 

deemed to be a lesser priority as these aspects are considered relatively straightforward as 

they could be deemed to be establishing “mechanical” connections (i.e. merely linking data 

points across different reports without necessarily providing incremental information on 

the entity’s financial performance, financial position, and value creation relationships). 

However, illustrations of these types of connectivity could be included when related to the 

prioritised topics (e.g. taxonomy-aligned investments) and also when a point related to the 

decision-usefulness of information for users can be raised based on the 
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context/accompanying narrative information. They could be included if there are analytical 

considerations for users. For instance, for the GHG intensity and Energy intensity metrics 

based on revenue, an entity’s consolidation of the numerator (GHG emissions or Energy 

consumption) may include amounts related to associates and joint ventures. For this 

situation, there may be questions on whether analytical adjustments/APMs may be 

expected to be provided by preparers.   

26 Illustrations of connections from sustainability reporting information to financial 

statements and the rest of the management report will include the following topics: 

(a) Illustrations of connections between the business model, strategy, risks and 

opportunities in sustainability disclosures and information in the financial 

statements. This could be a note in the financial statements or a disclosure in the 

management report.  

(b) illustrations of Article 8 taxonomy investments to financial statements information. 

This disclosure would be expected in the sustainability report. Examples from BASG 

and Equinor are included below.  

(c) illustrations of how anticipated financial effects can be connected to financial 

statements’ information. 

These include information that may be financially material within sustainability 

disclosures but do not meet the definition of assets and liabilities within financial 

statements. Reference will be made to the anticipated financial effects identified in 

the topical Standards including but not limited to ESRS E1 Climate Change 

requirements. Other sustainability matters with future financial effects1 may include:    

(i) Adverse nature/environmental impacts caused by the company’s products 

(e.g., impacts of microplastic in groundwater, seawater; oil spills) without the 

company having restoration obligations. 

(ii) Potential environmental liabilities and health & safety-related liabilities arising 

due to potential health problems caused by the company’s products (e.g., 

alcohol, tobacco, medicine, hormonal damages). 

(iii) Potential assets (i.e., Value of potential reuse of materials (circular economy) 

and sustainability-related research and development activities that are not 

recognised as intangible assets. For instance, the UKEB September 2023 

 

1 Drawn from the 2021 Project Task Force for Non-Financial Reporting Standards (PTF-NFRS) report 
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connectivity report had an example from the pharmaceutical industry (i.e., 

where the development of new inhalers with a low global warming potential 

due to upcoming regulation was conveyed in the sustainability disclosure but 

there was no disclosure of capitalised assets in the financial statements). 

(d) Illustrations of human rights and employee benefits disclosed in sustainability 

disclosures. There will be a need to consider how these disclosures could be linked 

to financial statements’ information. 

(e) illustrations of other information (besides anticipated effects) that may be financially 

material in sustainability reporting but not in the financial statements.  Inspiration 

will be drawn from the ESRS Materiality Assessment Implementation Guidance. 

Illustrating connections starting from financial statements to information outside financial 
statements that will be prioritised  

27 Financial statement information to be connected to sustainability statements /disclosures 

will include overarching illustrations of disclosures of how significant judgments, major 

sources of estimation uncertainty associated with sustainability risks and opportunities 

affect the carrying values of financial statement line items. The following topics are 

expected to be the prioritised illustrations: 

(a) The valuation of tangible and intangible non-financial assets, i.e., impairment, 

amortisation, residual lives, and residual value and how that is linked to information 

in the sustainability-related disclosures (e.g. R&D investments in new products, 

stranded assets). 

(b) contingent liabilities, provisions and disclosure of information related to net-zero 

commitments, environmental liabilities, and workforce-related liabilities. This may 

overlap with the anticipated financial effects discussed in the preceding paragraph. 

(c) disclosures based on a qualitative materiality assessment. Of note, in its project on 

climate-related and other uncertainties in the financial statements, the IASB is 

exploring developing examples of qualitative materiality assessment related to 

climate-related and other uncertainties in the financial statements (see EFRAG 

agenda paper2 for November 2023 TEG-CFSS meeting). Hence, practical examples in 

 

2 

https://efrag.org/Assets/Download?assetUrl=%2Fsites%2Fwebpublishing%2FMeeting%20Documents%2F

2301301054051928%2F05-01%20-%20COUFS_EFRAG%20FR%20TEG-CFSS%202023-11-29.pdf 

 

https://efrag.org/Assets/Download?assetUrl=%2Fsites%2Fwebpublishing%2FMeeting%20Documents%2F2301301054051928%2F05-01%20-%20COUFS_EFRAG%20FR%20TEG-CFSS%202023-11-29.pdf
https://efrag.org/Assets/Download?assetUrl=%2Fsites%2Fwebpublishing%2FMeeting%20Documents%2F2301301054051928%2F05-01%20-%20COUFS_EFRAG%20FR%20TEG-CFSS%202023-11-29.pdf
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the EFRAG research project can complement the work of the IASB and other similar 

initiatives (e.g. examples developed by ESMA). 

(d) segment and disaggregation of revenue disclosure as a way of showing if/how 

changes in the business model aligned with the green deal objectives affect the 

information disclosed in the segment and revenue disclosures. 

(e) other matters that are highlighted in the 2023 ESMA enforcement priorities. For 

instance, ESMA expects issuers to explain how climate matters have been considered 

in the measurement of investment properties (e.g. transition and physical risks)  

EFRAG CAP feedback on the approach to developing examples 

28 The following comments were made: 

(a) Number of examples – EFRAG CAP members agreed with the targeted number of 

examples and to reassess this further along as it may be difficult to find all the 

examples. In addition, they considered that it is necessary that the initial population 

of examples be significantly bigger than the targeted examples per topic. 

(b) Sectors and country – EFRAG CAP members agreed that the different sectors, e.g., 

financial institutions, and also country should be considered.   

(c) No single example can illustrate all aspects of connectivity. 

(d) Highlight good practice examples – EFRAG CAP members agreed that it was 

important to analyse and develop connectivity examples from the perspective of 

what was seen as good practice without giving the perspective that the whole report 

of an entity is a good practice. The objective was to pinpoint the positive aspects of 

the analysed examples and not to look at the negative ones. It was also considered 

important to explain why there was no connectivity in areas where expected. 

(e) Mock-up examples - Some EFRAG CAP members considered that it would not be easy 

to provide mock-up examples nor could it be determined, at this stage, how many 

mock-up examples are needed. In addition, there was a concern expressed that 

mock-up examples would be seen as a recommendation for entities to disclose 

information in a certain way. In response to this concern, it was noted by the EFRAG 

Secretariat that there will be a need for caveats making clear the purpose and non-

authoritative nature of the examples. 

(f) Other EFRAG CAP members expressed the view that mock-up examples were 

necessary because there was no actual reported data under ESRS standards yet. 

There was agreement that mock-up examples could address additive aspects of ESRS 
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and IFRS Sustainability requirements (e.g., anticipated financial effects)  Some EFRAG 

CAP members made the following suggestions: 

(i) It would be useful to compare what was currently reported by companies in 

the market and what would be ideal to be reported; 

(ii) when developing mock-up examples start initially from real-life examples and 

develop mock-up ones based on the same assumptions for different topics. 

(g) Which financial year to consider – It was agreed to use both information relating to 

the financial years 2022 and 2023. Information would initially be gathered based on 

the financial year 2022 and may be updated for 2023 information. 

Hypothetical examples included in the ESRS materiality assessment implementation guidance 
(MAIG) 

29 If mock-up examples were to be developed based on the ESRS materiality implementation 

guidance, one needs to be clear in explaining the connectivity of lack of connectivity to the 

financial statements. In addition, one needs to carefully analyse which disclosures to 

consider as there may be some legal issues in providing some disclosures. 

Suggested organisation of examples/illustrations development workflow 

30 As suggested above, there is a possible target of 30+ examples for the EFRAG Discussion 

Paper that will be published in H2 2024 and 10 examples for the EFRAG Presentation to 

IFASS in April 2024 (i.e., that should be agreed upon by EFRAG CAP, EFRAG TEGs by end of 

March 2024). These examples will be developed by the Examples subgroup working with 

the EFRAG Secretariat and with the input of the full CAP. 

31 So far, the EFRAG Secretariat has gathered the five (yet to be vetted) examples shown in 

Appendix 1. Going forward, using the AI-based application Alpha Sense, we will be 

screening the sustainability disclosures, management report, and financial statements of 

the 50+ mostly EEA companies identified from thematic reviews in different publications 

(see Appendix 3). The screening will look for any disclosures around the priority topics 

identified in paragraphs 22 and 23 above. Any suitable examples will be presented to the 

CAP- Examples subgroup for further vetting before presentation to the full CAP.  

32 We are also requesting EFRAG CAP members to forward any suitable examples reflecting 

the prioritised topics. Whilst suggesting examples to the EFRAG Secretariat and Cedric 

Tonnerre, the Examples subgroup leader, EFRAG CAP members should as far as possible 

include information reflected in paragraph 16 above, i.e., justifying your choice of each 

example/illustration. 
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33 The EFRAG Secretariat has organised a survey for EFRAG CAP members to indicate which 

of the mentioned priority topics they would like to be involved in whilst developing 

examples. We propose to limit the screening per topic to 3 EFRAG CAP members. As shown 

in Appendix 2 and Paragraphs 26 and 27 - there are ten topics to focus on for developing 

connections. 

34 EFRAG CAP members will work in small groups of three on different topics. A project plan 

and timings of the various meetings have been shared with EFRAG CAP. The 

illustrations/examples will be consequently considered by EFRAG FR and SR Pillar 

governance bodies before being included in the Discussion Paper and EFRAG’s presentation 

to IFASS in April 2024. 

Questions for EFRAG FR-SR TEG members 

35 Do EFRAG FR-SR TEG members agree with the suggested considerations for the 

development and presentation of examples summarised in paragraphs 13 to 19?  

36 Specifically, on the above question, do you agree with including 30+ examples for the 

Discussion Paper and approximately 10 examples for the April 2024 IFASS 

Paper/Presentation? Do you agree with the suggested characteristics of the examples 

(i.e., predominantly EEA companies)? Please explain. 

37 Paragraph 16 above suggests information to be documented to justify the choice of an 

example/illustration. What other aspects, if any, do you consider need to be added?  

38 Do you have any other comments? 
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APPENDIX 1: ILLUSTRATIVE EXAMPLES 

1 Appendix 1 has five examples (yet to be vetted by the CAP Examples subgroup that the 

EFRAG Secretariat has gathered. It also has hypothetical examples from the EFRAG ESRS 

Materiality Assessment Implementation Guidance on why information in the financial 

statements and sustainability statements cannot be connected. 

Illustrative Example 1: R&D on sustainability strategy: Norsk Hydro sustainability statement. 

Cross-referencing of the sustainability statement to financial statements is done. This can be seen 

as an example of direct connectivity. The analysis of this example would need to evaluate why the 

cross-referencing of this amount is decision useful to the readers of the report.  

NORSK HYDRO SUSTAINABILITY STATEMENT 

 

NORSK HYDRO FINANCIAL STATEMENTS 
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Illustrative Example 2: Equinor - Reconciliation of taxonomy Capex amount in sustainability 

disclosure to additions on non-financial assets in financial statements (Indirect connectivity) 

 

Illustrative Example 3: BASF – taxonomy investments in sustainability reporting linked to financial 

statements (direct connectivity) (link between art. 8 Taxonomy and Consolidated Financial 

Statement). The turnover and capex in the management report can be reconciled to the financial 

statements. 
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 BASF management report p. 97: 

 

 BASF management report p. 98: 
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BASF consolidated financial statements p. 203: 

 

BASF consolidated financial statements p. 222: 

 

 

Illustrative Example 4: BASF – where sustainability information may/may not affect 

recognition/measurement in financial statements 

Sustainability reporting includes information that may affect recognition/measurement in 
financial reports. Qualitative disclosures in the financial statements BASF report 2022 

Management Report p. 45, p. 118 Notes to financial statements p. 213 

Our activities to reduce greenhouse gas emissions 

include using renewable energies for both 

electricity and steam production, developing and 

applying new low-carbon production processes, 

using renewable raw materials, and ongoing 

Climate and sustainability-related developments: 

The chemical industry is resource-intensive. BASF is 

committed to the Paris Climate Agreement: Using 

resources as efficiently and responsibly as possible 

https://report.basf.com/2022/en/_assets/downloads/entire-basf-ar22.pdf
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measures to further increase energy and resource 

efficiency in our production (see page 135). We 

have also set up a project organization to achieve 

our climate protection targets. The Net Zero 

Accelerator unit concentrates on implementing and 

accelerating projects on low-carbon production 

technologies, the circular economy and renewable 

energies. 

In addition to this climate protection target, we 

have set further sustainability targets, for example, 

on responsible procurement, resource-efficient and 

safe production, engaged employees and diversity. 

We want to offer our customers innovative 

products and solutions that support their 

sustainability goals. That is why we ensure that the 

business units continuously monitor and evaluate 

relevant sustainability aspects. These evaluations 

are taken into account in strategies, in the 

implementation of research projects and in 

innovation processes, among other things. 

[…] Our aim is to continuously increase the share of 

renewable raw materials in our value chains. As for 

fossil raw materials, we also consider economic 

criteria, aspects of supply security, and process and 

product safety, as well as the potential impact on 

sustainability along the value chain. Alongside 

positive effects like reducing greenhouse gas 

emissions, these can also have negative effects on 

areas such as biodiversity, land use or working 

conditions, depending on the raw material. This is 

why we carefully weigh up the advantages and 

disadvantages of using renewable resources, for 

example with Eco-Efficiency Analyses. At the same 

time, we seek dialog with our stakeholders to raise 

awareness of conflicting goals. 

We also take into consideration recognized 

certification standards such as the Roundtable on 

Sustainable Palm Oil (RSPO) in our decisions. 

and the concept of a circular economy are firmly 

embedded in BASF’s strategy and its actions. BASF 

pursues clearly defined goals to reduce CO2 as well 

regarding the use of renewable and recycled raw 

materials. In this context, BASF always strives to 

employ raw materials more efficiently and improve 

production processes as well as to continually seek 

ways to use non-fossil, renewable or recycled 

feedstocks. Despite the current global political 

situation, the path to climate neutrality is resolutely 

being pursued. For this reason, current 

developments and measures relating to climate 

change and sustainability do not lead to 

fundamentally changed expectations with regard 

to useful lives or recoverability of the majority of 

non-current assets. There is also no material need 

for adjustments to provisions for environmental 

and restoration obligations. In individual cases, 

however, plants may be shut down if necessary for 

reasons of environmental protection. 

Climate policies are also causing fundamental 

changes in the automotive industry, one of BASF’s 

key customer industries. The transition to 

electromobility will have a long-term negative 

impact on the emissions catalyst business. This 

development is reflected in a negative long-term 

growth rate for the Catalysts (excluding battery 

materials) cash-generating unit.  

Other BASF businesses will benefit from this 

transformation; for example, demand for 

innovative lightweight components and battery 

materials will grow. Furthermore, climate policies 

can influence the business of oil and gas producers 

such as Wintershall Dea, which BASF accounts for 

using the equity method. Nevertheless, given the 

large share of gas in Winter shall Dea’s production 

and reserves as well as the acceptance of gas as a 

bridge technology, it can be assumed that these 
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assets are fundamentally recoverable. The price 

assumptions applied for the impairment test 

reflected current developments regarding climate 

neutrality as well as a possible oil and gas shortage 

due to lack of investment in this industry. 

 

Illustrative Example 5: Arcelor Mittal Consistency related to the use of the same assumptions for 

impairment testing of goodwill  

Below is an example of how an entity is currently disclosing information about risks related to its 
operations in the management report and information in its consolidated financial statements 
regarding its impairment test of goodwill.  

Management report p. x–y Notes to consolidated financial statements p. z 

II. Risks related to EFRAGCAP4 Co.'s operations 

…To achieve its 2030 global carbon emissions intensity 

reduction target of 25% covering the Scope 1 and 2 

emissions attributable to the Company’s operations 

measured in accordance with the Greenhouse Gas 

(“GHG”) Protocol, EFRAGCAP4 Co. has estimated the 

gross capital cost required to be approximately $10 

billion, with the expectation that 35% of these capital 

expenditures will be deployed up to 2025 and the 

remainder in the second part of the decade. In addition, 

the Company’s decarbonization strategy includes the 

objective of carbon neutrality by 2050; since 2021, this 

has also been a legal obligation for its operations in the 

EU and Canada following the endorsement of Regulation 

(EU) 2021/1119 of the European Parliament and of the 

Council of June 30, 2021 (the “European Climate Law”) 

and the Canadian Net-Zero Emissions Accountability Act, 

respectively. These targets and estimates are based on 

numerous assumptions, including the costs of green 

hydrogen (meaning hydrogen produced exclusively from 

renewable sources) and its evolution over time, the 

construction of DRI and EAF facilities, the development of 

carbon capture, utilization and storage (“CCUS”) 

infrastructure and the timing of the introduction of GHG 

reduction requirements and supportive policies in 

applicable jurisdictions. The Company expects that low 

emissions technologies will become more competitive 

over time as more stringent GHG reduction requirements 

Impairment test of goodwill 

… The recoverable amounts of the GCGUs are mainly 

determined based on their value in use. The value in use 

of each GCGU is determined by estimating future cash 

flows. […] The Company considered its exposure to 

certain climate-related risks which could affect its 

estimates of future cash flow projections applied for the 

determination of the recoverable amount of its GCGUs 

and CGUs. […] The Company is committed to the 

objectives of the Paris Agreement and announced its 

ambition to reduce carbon emissions by 35% in Europe 

and 25% group-wide by 2030 and achieve group-wide 

carbon neutrality by 2050. These announced goals will 

require significant long-term investments which require 

a global level playing field, access to abundant and 

affordable clean energy, facilitating necessary energy 

infrastructure, access to sustainable finance for low-

emissions steelmaking and accelerated transition to a 

circular economy. In addition, the Company considered 

the legal obligation of carbon neutrality by 2050 effective 

within the EU and in Canada following the adoption of 

the Climate Law and the Net Zero Emission 

Accountability Act, respectively. Accordingly, with 

respect to its flat steel operations in the EU and Canada, 

EFRAGCAP4 Co. concluded that future decarbonization 

capital expenditures, which correspond essentially to the 

construction of DRI-EAF  facilities [i.e. direct reduced 

iron-electric arc furnace], are necessary to maintain the 
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and/or carbon prices are introduced and increased in 

each jurisdiction, alongside the introduction of effective 

policies to secure a level playing field, and the 

decarbonization technologies themselves become more 

mature and efficient. However, in the transition period 

(and through at least 2030), its investments in 

decarbonization will require support from host countries, 

first and foremost from the European Union and its 

member states, through supportive policies designed to 

avoid “carbon leakage” and provide compensation for the 

significantly higher costs, while at the same time 

maintaining a fair and competitive landscape. […] 

level of economic benefits expected to arise from the 

assets in their current condition and should therefore be 

included in the Company’s assumptions for future cash 

flows of the recoverable amount of the respective GCGUs 

and CGUs. […]They may also not yet be subject to a legal 

obligation of carbon neutrality, as a result of which future 

decarbonization capital expenditures may not be 

included in their value-in-use calculations. Accordingly, 

the Company increased risk premiums included in their 

discount rates until they are able to accelerate their 

decarbonization strategy to meet the 2050 carbon 

neutrality objective and a legal obligation arises in the 

relevant jurisdiction. […] 
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ILLUSTRATIVE EXAMPLE 6: ENI 

ENI RISK REPORT (DISCLOSURE OF SUSTAINABILITY MATTER IN RISK REPORT) 

Environmental and legal risks disclosures in Management report (Eni annual report, 
page 147)  

 

https://www.eni.com/assets/documents/eng/reports/2022/Annual-Report-2022.pdf
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ENI FINANCIAL STATEMENTS- PROVISIONS AND INFORMATION IN NOTES TO ACCOUNTS 
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ILLUSTRATIVE EXAMPLE 7: NORSK HYDRO 

DISCLOSURE OF ENVIRONMENTAL AND ARO OBLIGATIONS 

 

 

Hypothetical examples illustrating why information in financial statements and sustainability 
statements cannot be connected 

2 The following examples from ESRS materiality assessment implementation guidance 

(MAIG) can be an inspiration for the EFRAG research project mock-up examples. These 

examples can illustrate why information cannot be connected to financial statements 

information at the reporting date. 

FAQ 9: How to consider time horizon in the double materiality analysis? 

3 page 36, “The financial effects of assets currently used that could become impaired in the 

long term due to environmental changes could be not material as the assets will be fully 

amortised by the medium-term.” 
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FAQ 19: Is an IFRS or local GAAP segment an appropriate level of disaggregation for the 
materiality assessment? 

4  “A multinational group that prepares consolidated accounts bases its segments for 

financial reporting on products and services offered worldwide. 

5 When performing its sustainability materiality assessment on water, the undertaking 

determines that the material negative impacts are correlated to the levels of water stress 

in the geographical areas where the factories are located. Therefore, it identifies that the 

disaggregation is to be performed at geographical level and conclude that the financial 

reporting segments are not appropriate.” 
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APPENDIX 2 – TARGETED NUMBER OF EXAMPLES BASED ON PRIORITIES 

 

Type of illustration Comments Type of disclosure Target number before 
April IFASS meeting 
(i.e. ready by 30 
March) 

Target for Discussion 
Paper 

Connections from Sustainability to financial statements 

Illustrations of connections between the 
business model, strategy, risks and 
opportunities in sustainability disclosures 
and information in the financial 
statements. 

This could be a note in the financial 
statements or a disclosure in the 
management report 

Company example 2 4 

Illustrations of Article 8 taxonomy 
investments to financial statements 
information 

This disclosure would be expected in the 
sustainability report 

Company example 1 3 

Illustrations of how anticipated financial 
effects can be connected to financial 
statements’ information 

Other sustainability matters with future 
financial effects3 may include climate 
change potential liabilities (environmental 
liabilities, health liabilities) and potential 
assets (R&D, recycled materials)    

 

Mock-up examples/real-
world examples for 
those related to 
contingent liabilities and 
provisions 

2 4 

 

3 Drawn from the 2021 Project Task Force for Non-Financial Reporting Standards (PTF-NFRS) report 
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Type of illustration Comments Type of disclosure Target number before 
April IFASS meeting 
(i.e. ready by 30 
March) 

Target for Discussion 
Paper 

Illustrations of human rights and 
employee benefits disclosed in 
sustainability disclosures 

How can these disclosures be linked to the 
financial statements? 

Mock up examples 1 2 

Illustrations of other information (besides 
anticipated effects) 

These may be financially material in 
sustainability reporting but not in the 
financial statements 

Mock-up examples 
inspired by MAIG 

1 3 

Connections from financial statements to information outside financial statements 

The valuation of tangible and intangible 
non-financial assets, i.e., impairment, 
amortisation, residual lives, and residual 
value 

This disclosure would be completed by an 
explanation on the link it has with 
information in sustainability-related 
disclosures (e.g. R&D investments in new 
products, stranded assets) 

Company examples  4 

Contingent liabilities, provisions and 
disclosure of information related to net-
zero commitments, environmental, and 
human rights liabilities 

Can be helpful for discussion on location Company examples or 
mock-up examples 

1 3 

Disclosures based on a qualitative 
materiality assessment 

Can refer to the IASB project on climate-
related and other uncertainties in the 
financial statements  

Company examples 1 2 

Segment and disaggregation of revenue 
disclosure 

This can be a way of showing if/how 
changes in the business model aligned 
with the green deal objectives affect the 
information disclosed in the segment and 
revenue disclosures 

Company examples 1 2 
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Type of illustration Comments Type of disclosure Target number before 
April IFASS meeting 
(i.e. ready by 30 
March) 

Target for Discussion 
Paper 

Other matters that are highlighted in the 
2023 ESMA enforcement priorities 

ESMA expects issuers to explain how 
climate matters have been considered in 
the measurement of investment 
properties (e.g. transition and physical 
risks) 

Company examples  3 

TOTAL 

TOTAL MOCK-UP EXAMPLES 

TOTAL COMPANY EXAMPLES 

10 30 

2 9 

8 21 
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APPENDIX 3 - THEMATIC REVIEWS OF REPORTING PRACTICES 

 

S/n Report Publication Publication 
date 

Sample Sectors covered Scope 

1 Financial reporting by European 
companies on climate issues 

Mazars Jan-24 191 examples-94 companies Financial institutions, services, 
transport, industrials, energy 

EU-France 

2 The Heat is On : Disclosures of 
Climate-related matters in the 
financial statements 

ESMA Oct-23 22 examples-22 companies Chemicals, construction, energy, 
telecommunications, industrials 

EU 

3 Task Force on Climate-related 
Financial Disclosures:  2023 Status 
Report 

TCFD Oct-23 1365 reviewed-3100 with AI 
tool-21 examples from 21 
companies 

Energy, materials, banking, 
insurance, transport, 
agriculture, technology, 
consumer goods 

Global (324 
EU 
companies - 
616 AI) 

4 A Study in Connectivity: Analysis of 
2022 UK Company Annual Reports 

UKEB Sep-23 16 examples from 9 unnamed 
companies 

Electricity, travel and leisure, 
pharmaceuticals, energy, 
financial services, industrials, 
aerospace and defense 

UK 

5 CRR Thematic review of climate-
related metrics and targets 

FRC Jul-23 20 companies reviewed-39 
examples from 16 companies 

Materials and buildings, energy, 
banks, asset managers 

UK 

6 Information on climate-related 
matters in annual financial reports 

Finanstilsynet Mar-23 11 companies-no examples Energy, manufacturing, 
materials, consumer 
discretionary and real estate 

Norway 

7 Commentary: Climate-Related 
Risks Disclosures in the Notes to 
Financial Statements: Descriptive 
Evidence from Australia 

AASB Dec-22 Top 75 ASX companies with 7 
examples from 7 companies 

Financials, materials, industrials, 
communications, consumer 
goods, energy, real estate and 
others 

Australia 

https://www.mazars.fr/Accueil/Insights/Publications-et-evenements/Etudes/Etude-Enjeux-climatiques-2024
https://www.mazars.fr/Accueil/Insights/Publications-et-evenements/Etudes/Etude-Enjeux-climatiques-2024
https://www.esma.europa.eu/sites/default/files/2023-10/ESMA32-1283113657-1041_Report_-_Disclosures_of_Climate_Related_Matters_in_the_Financial_Statements.pdf
https://www.esma.europa.eu/sites/default/files/2023-10/ESMA32-1283113657-1041_Report_-_Disclosures_of_Climate_Related_Matters_in_the_Financial_Statements.pdf
https://www.esma.europa.eu/sites/default/files/2023-10/ESMA32-1283113657-1041_Report_-_Disclosures_of_Climate_Related_Matters_in_the_Financial_Statements.pdf
https://assets.bbhub.io/company/sites/60/2023/09/2023-Status-Report.pdf
https://assets.bbhub.io/company/sites/60/2023/09/2023-Status-Report.pdf
https://assets.bbhub.io/company/sites/60/2023/09/2023-Status-Report.pdf
https://assets-eu-01.kc-usercontent.com/99102f2b-dbd8-0186-f681-303b06237bb2/b5629ba2-200d-4255-b857-c71f86c9a5f1/A%20Study%20in%20Connectivity%20Analysis%20of%202022%20UK%20Company%20Annual%20Reports.pdf
https://assets-eu-01.kc-usercontent.com/99102f2b-dbd8-0186-f681-303b06237bb2/b5629ba2-200d-4255-b857-c71f86c9a5f1/A%20Study%20in%20Connectivity%20Analysis%20of%202022%20UK%20Company%20Annual%20Reports.pdf
https://media.frc.org.uk/documents/Thematic_review_of_climate-related_metrics_and_targets_2023.pdf
https://media.frc.org.uk/documents/Thematic_review_of_climate-related_metrics_and_targets_2023.pdf
https://www.finanstilsynet.no/contentassets/bb3c71bd8f414dc19790cbfe67ecbeb7/information-on-climate-related-matters-in-annual-financial-reports.pdf
https://www.finanstilsynet.no/contentassets/bb3c71bd8f414dc19790cbfe67ecbeb7/information-on-climate-related-matters-in-annual-financial-reports.pdf
https://aasb.gov.au/media/xu5leeby/aasb-auasb_rr_climaterelateddisclosures_12-22.pdf
https://aasb.gov.au/media/xu5leeby/aasb-auasb_rr_climaterelateddisclosures_12-22.pdf
https://aasb.gov.au/media/xu5leeby/aasb-auasb_rr_climaterelateddisclosures_12-22.pdf
https://aasb.gov.au/media/xu5leeby/aasb-auasb_rr_climaterelateddisclosures_12-22.pdf
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8 Overview of the information 
provided in the 2021 financial 
statements on the effects of 
climate change and the 
commitments made by companies 

AMF Nov-22 27 companies reviewed-19 
examples from 18 companies 
(often more than one per 
example) 

Energy, Construction and 
materials, automobiles and 
parts, banks, electronics and 
electrical equipment, real estate 
and others 

France 

9 Still flying blind:  The absence of 
climate risk in financial reporting 

Carbon Tracker Oct-22 134 companies reviewed with 
54 examples from 23 
companies (often more than 
one per example).  

Energy, industrials, 
transportation, consumer goods 
& services 

Global (46 EU 
& UK) 

10 Task Force on Climate-related 
Financial Disclosures 2022 Status 
Report 

TCFD Oct-22 1414 companies reviewed-13 
examples from 13 companies 

Energy, materials, banking, 
insurance, transport, 
agriculture-food-forest, 
technology and media, 
consumer goods 

Global (359 
EU 
companies) 

11 Financial reporting of European 
companies on climate issues: 
Findings from 2021 financial 
statements 

Mazars 2022 79 companies reviewed-66 
examples from 40 companies 

Energy, transport, heavy 
industry, Food & beverages, 
consumer goods, 
pharmaceuticals and others 
(excludes financial sector) 

EU-France 

12 Towards sustainable businesses: 
Good practices in business model, 
risks and opportunities reporting 
in the EU 

EFRAG European Lab 
PTF-RNFRO 

Oct-21 44 companies reviewed-30 
examples from 22 companies 

19 sectors overall: Financial, 
energy and utilities, 
manufacturing, food and 
beverages, others 

EU 

13 How to improve climate-related 
reporting. A summary of good 
practices from Europe and beyond. 

EFRAG European Lab 
PTF-CRR 

Feb-20 149 companies reviewed-58 
examples from 30 companies 

Materials, Energy, Banks, Capital 
goods, Software & services, 
Consumer goods, 
Pharmaceuticals, Insurance, 
Food & beverage and others 

EU & 
Switzerland 

https://www.amf-france.org/sites/institutionnel/files/private/2022-11/AMF_Effects%20of%20climate%20change%202022_EN_0.pdf
https://www.amf-france.org/sites/institutionnel/files/private/2022-11/AMF_Effects%20of%20climate%20change%202022_EN_0.pdf
https://www.amf-france.org/sites/institutionnel/files/private/2022-11/AMF_Effects%20of%20climate%20change%202022_EN_0.pdf
https://www.amf-france.org/sites/institutionnel/files/private/2022-11/AMF_Effects%20of%20climate%20change%202022_EN_0.pdf
https://www.amf-france.org/sites/institutionnel/files/private/2022-11/AMF_Effects%20of%20climate%20change%202022_EN_0.pdf
https://www.eticanews.it/wp-content/uploads/2022/10/Still-Flying-Blind..pdf
https://www.eticanews.it/wp-content/uploads/2022/10/Still-Flying-Blind..pdf
https://assets.bbhub.io/company/sites/60/2022/10/2022-TCFD-Status-Report.pdf
https://assets.bbhub.io/company/sites/60/2022/10/2022-TCFD-Status-Report.pdf
https://assets.bbhub.io/company/sites/60/2022/10/2022-TCFD-Status-Report.pdf
https://www.mazars.com/content/download/1151119/58954530/version/file/Financial%20reporting%20of%20European%20companies%20on%20climate%20issues.pdf
https://www.mazars.com/content/download/1151119/58954530/version/file/Financial%20reporting%20of%20European%20companies%20on%20climate%20issues.pdf
https://www.mazars.com/content/download/1151119/58954530/version/file/Financial%20reporting%20of%20European%20companies%20on%20climate%20issues.pdf
https://www.mazars.com/content/download/1151119/58954530/version/file/Financial%20reporting%20of%20European%20companies%20on%20climate%20issues.pdf
https://www.efrag.org/Assets/Download?assetUrl=/sites/webpublishing/SiteAssets/EFRAG%20PTF-RNFRO%20-%20Main%20Report.pdf
https://www.efrag.org/Assets/Download?assetUrl=/sites/webpublishing/SiteAssets/EFRAG%20PTF-RNFRO%20-%20Main%20Report.pdf
https://www.efrag.org/Assets/Download?assetUrl=/sites/webpublishing/SiteAssets/EFRAG%20PTF-RNFRO%20-%20Main%20Report.pdf
https://www.efrag.org/Assets/Download?assetUrl=/sites/webpublishing/SiteAssets/EFRAG%20PTF-RNFRO%20-%20Main%20Report.pdf
https://www.efrag.org/Assets/Download?assetUrl=/sites/webpublishing/SiteAssets/European%20Lab%20PTF-CRR%20%28Main%20Report%29.pdf
https://www.efrag.org/Assets/Download?assetUrl=/sites/webpublishing/SiteAssets/European%20Lab%20PTF-CRR%20%28Main%20Report%29.pdf
https://www.efrag.org/Assets/Download?assetUrl=/sites/webpublishing/SiteAssets/European%20Lab%20PTF-CRR%20%28Main%20Report%29.pdf
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1 Below is a subset of mostly EEA Companies that feature across the above thematic reviews 

Company Sector (GICS industry classification) Country 

1. AB InBev Consumer staples BE 

2. ABN Amro Financials NL 

3. Acciona Utilities – Electric utilities ES 

4. Air Liquide Materials FR 

5.Airbus Industrials FR 

6.Allianz Financials DE 

7.ArcelorMittal Materials LU 

8.BASF Materials DE 

9.Bayer Healthcare DE 

10.BMW Consumer discretionary - Automobiles DE 

11.BNP Paribas Financials FR 

12.Bouygues Industrials FR 

13.CRH Materials IE 

14.Danone Consumer staples FR 

15.EDF Utilities – Electric utilities FR 

16.EnBW Utilities – Electric utilities DE 

17.Enel Utilities – Electric utilities IT 
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Company Sector (GICS industry classification) Country 

18.Engie Utilities – Multi-utilities FR 

19.Eni Energy IT 

20.Equinor Energy NO 

21.Fortum Utilities – Electric utilities FI 

22.Iberdrola Utilities – Electric utilities ES 

23.Imerys Materials FR 

24.Intesa Sanpaolo Financials IT 

25.Kering Consumer discretionary – Textiles, Apparel & Luxury 
goods 

FR 

26.L’Oréal Consumer staples FR 

27.Legrand Industrials FR 

28.Mercedes-Benz Consumer discretionary - Automobiles DE 

29.Michelin Consumer discretionary – Automobile parts FR 

30.Naturgy Utilities – Gas utilities ES 

31.Nestle Consumer staples CH 

32.Norsk Hydro Materials NO 

33.Orsted Utilities – Electric utilities DK 

34.Philips Healthcare NL 

35.Renault Consumer discretionary - Automobiles FR 

36.Respol Energy ES 
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Company Sector (GICS industry classification) Country 

37.RWE Utilities - Independent Power and Renewable 
Electricity Producers 

DE 

38.Saint-Gobain Industrials FR 

39.Schneider Industrials FR 

40.Shell Energy NL 

41.Signify Industrials NL 

42.Société Générale Financials FR 

43.Solvay Materials BE 

44.Stora Enso Materials FI 

45.Technip Energies Energy NL 

46.TotalEnergies Energy FR 

47.Unibail Real estate FR 

48.Unicredit Financials IT 

49.Unilever Consumer staples NL 

50.Uniper Utilities - Independent Power and Renewable 
Electricity Producers 

DE 

51.Vallourec Energy FR 

52.Veolia Utilities – Multi-utilities FR 

53.Vinci Industrials FR 

54.Volkswagen Consumer discretionary - Automobiles DE 



Examples development and presentation methodology - Issues Paper 

EFRAG FR TEG and SR TEG 15 February 2024 Paper 02-02, Page 33 of 33 
 

Company Sector (GICS industry classification) Country 

55.Volvo Industrials SE 

 


