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Standardisation matters. It is a practical requirement for improving
efficiency, promoting a common understanding and lowering costs.
Standardisation of shipping containers, railway gauges and financial
reporting all solved problems that had arisen over time when different
devices were designed to achieve similar objectives, but their
incompatibility exposed problems.

Standardisation is still needed, including for sustainable data. The
significant progress made in recent years to standardise sustainability-
related disclosures around the world has created a sense of optimism
that the preparation and use of sustainable data is set to become
more efficient, more understandable and more comparable. But
while sustainability disclosure standard setters are careful to address
interoperability in principle as standards are developed, comparability
can be lost in practice when details about reporting boundaries,
periodicity and estimation approaches may be vague and differ.

Sustainability-related data can support the decision-making that
drives investment, resource allocation and risk management. But the
work required to normalise and standardise that data slows delivery,
raises costs and creates scope for divergence. Greater harmonisation,
supported by concordance and digital tagging, would improve
compatibility, lower costs and enhance data quality, particularly for
Al-enabled analysis. Harmonisation would bring benefits across the
ecosystem — to reporting companies and to investors and other

data users.

The Future of Sustainable Data Alliance (FoSDA) champions
consistent, comparable and coherent sustainable data. With more
robust sustainability-related disclosure standards being mandated or
encouraged around the world, sustainable data availability and quality
are set to improve. But comparability is likely to remain a challenge
without further attention.

This report considers how increased interoperability could address
practical issues across the sustainable data ecosystem, from
companies and their supply chains to investors and other users.

We are grateful to the many individuals and organisations that have
contributed to this report, including FoSDA members and those

we interviewed from investor and corporate bodies, accountancy
firms, standard setters and digital reporting technology bodies, and
to Hilary Eastman of Confluence Advisory for authoring it. We look
forward to working with them and other stakeholders on enhancing
interoperability in sustainability-related disclosure standards.
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Head of Sustainable Finance Strategic Initiatives, LSEG (London Stock
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Sustainability-related disclosures are becoming more standardised,
but differences in the details reduce understandability, increase costs
and limit comparability.

This report examines interoperability challenges in sustainability
disclosure standards, the implications for market participants and the
opportunities to enhance the consistency, comparability and usability
of sustainability-related information by applying a precision focus

to address the challenges. The report aims to encourage standard
setters, policymakers, companies, investors and data providers to
work together to improve sustainable data availability and quality.

Aiming for clarity and consistency

The International Sustainability Standards Board's (ISSB) IFRS
Sustainability Disclosure Standards (SDS) and the European
Sustainability Reporting Standards (ESRS) are increasingly important
disclosure regimes globally. Both can improve the availability and

quality of sustainability-related information, but differences in
scope, application and jurisdictional adoption create comparability
challenges."

These two disclosure regimes should improve sustainable data,
including when combined with voluntary, often impact-driven,
reporting frameworks such as the Global Reporting Initiative (GRI)
Standards. However, despite high-level alignment and common
core concepts, detailed differences create comparability challenges,
especially as more jurisdictions adopt — and in some cases

adapt — them.

Figure 1. The sustainable data ecosystem

Key terms used in this report

Comparability: Comparable disclosures allow market
participants to assess performance, risks and prospects
across companies. Data points do not need to be identical to
be comparable; differences can enhance comparability when
they are transparent and understood. Comparability is not
the same as uniformity, although the concepts are often used
interchangeably in discussions about interoperability.

Concordance: A structured technical mapping showing how
disclosure requirements, data points or taxonomy elements
correspond across reporting frameworks and precisely where
they are identical, similar or different.

Digital tagging: The process of applying taxonomy-based,
machine-readable labels to sustainability-related disclosures
so that reported metrics and narrative information can be
consistently identified, extracted, compared and analysed
across companies, reporting periods and disclosure regimes.

Harmonisation: The process of minimising unnecessary
differences between disclosure standards, while retaining
differences needed for jurisdictional objectives.

Interoperability: The ability of different sustainability-related
disclosure standards to be aligned such that reported
information can be understood, compared, reconciled and
used effectively, without unnecessary duplication, complexity
or loss of meaning, even when differences in

requirements exist.
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! Although this report focuses primarily on IFRS SDS and ESRS (because the current and growing mandatory nature makes the subject of interoperability most
urgent), the challenges described also apply when using other sustainability disclosure standards and frameworks, such as the GRI Standards. The challenges
also pertain to jurisdictions’ sustainable taxonomies, but these are not discussed in detail in this report.
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In practice, limited interoperability fragments the flow of
information used for capital and resource allocation creating costs
for companies, investors and data providers through duplicated
preparation, assurance, interpretation, analysis, normalisation and
standardisation activities.

Data providers help deliver coherent, consistent and comparable
sustainable data by collating, validating and standardising corporate
data, filling gaps and estimating data points where needed.

Achieving comparable and
understandable sustainability-related data

Three principles may help improve interoperability: a set of common
disclosures; consistent terminology, definitions and methodologies;
and digitalisation of data, supported by concordance and
harmonisation.

Principle 1: A core set of common disclosures

A core set of agreed disclosures, including metrics,
supplemented by jurisdiction-specific information, would
improve comparability for the data points and narrative
information most important to decision-making.

Principle 2: Consistent terminology, definitions
and methodologies

Comparability depends on common terminology, definitions,
scopes and measurement approaches, so users do not
assume comparability where differences exist. Differences in
materiality, reporting scope, reliefs and presentation should
be minimised where they are not necessary.

Principle 3: Digitalisation of sustainability-related
disclosures

Digital tagging and machine readability, supported by

a concordance mapping framework, would improve
comparability, enable more reliable data use and support Al-
enabled analysis, supporting the prior principles.

Moving towards harmonisation

Interoperability should support better decision making through
clearer, more comparable information. A coordinated concordance
exercise could identify differences across regimes, assess their
significance and support harmonisation where appropriate. A practical
framework for doing this could include the following steps:

Framework for moving towards
harmonisation of sustainability-related
disclosure standards

Step 1: Analysis of what the differences are

Precisely map disclosure requirements across disclosure
standards to identify where they are equivalent, similar,
different or absent. This concordance exercise would cover
both the content of disclosures and the structure of data,
and include the respective digital taxonomies, so that
differences are specific and visible and can inform future
harmonisation efforts.

Step 2: Assessment of the significance
of the differences identified

Not all differences will affect decision-making, so each
difference should be assessed for whether it changes how
information is understood, interpreted or used. Significant
differences are likely to include situations when the same
concept is described differently, when similar wording has
different meanings or when requirements diverge altogether.

Step 3: Determination of the approach needed
for resolving significant differences

Significant differences would then be grouped according
to whether they should be eliminated, minimised or remain
for jurisdiction-specific reasons. Where differences remain,
the rationale should be clearly explained and common
approaches developed for interpreting or adjusting the
information to support comparability.

Implementation of such a framework would require input from
stakeholders across the sustainable data ecosystem, including
companies, assurance providers, investors and other sustainable data
users, data providers and standard setters.

Continuing the discussion

Addressing the issues explored in this report requires engagement
across the sustainable data ecosystem. The questions below are
intended to build on ongoing discussions about interoperability and
focus on what should happen next, including practical constraints and
potential unintended consequences.

Question 1:

Could harmonisation lead to a set of common disclosures across
standards? If so, how could common definitions, methodologies and
terminology be agreed?

Question 2:
Would a concordance mapping framework support the sustainable
data ecosystem? If so, how could it be developed?

Question 3:

Should structured disclosure formats and digital tagging be pursued
to help improve machine readability, including for Al, and promote
comparability across regimes, borders and companies?



CONTACT FoSDA
info@futureofsustainabledata.com
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