
The IIRC welcomes comments on all aspects of the Discussion Paper from all stakeholders, whether to 
express agreement or to recommend changes. Your answers to the Consultation Questions, and any 
other comments you would like to make, should be submitted on this form (submitted electronically at 
end of document) or sent via email to dpresponses@theiirc.org. 

For the purpose of analysis, you are asked to identify the organization to which you belong and where 
it is located. All comments received will be considered a matter of public record and will be posted on 
www.theiirc.org.

Comments should be submitted by Wednesday 14th December 2011.

Name

Title

Organization 

Country 

Email

Type of Stakeholder (please tick one as appropriate)

 Academic      Non-Governmental Organization
 Analyst       Professional Body
 Assurance Provider     Rating Agency   
 Business      Standard Setter
 Consultant      Student
 Government      Think Tank
 Inter-Governmental Agency    Trade or Industry Association
 Investor      Other, please specify below
 Labour Representative

Key Points

If you wish to express any key points, or to emphasise particular aspects of your submission, or add 
comments in the nature of a covering letter, then the following space can be used for this purpose.



The World has Changed – Reporting Must Too (page 5 of the Discussion Paper)

Q1. (a) Do you believe that action is needed to help improve how organizations represent their 
value‑creation process? Why/why not?

Q1. (b) Do you agree that this action should be international in scope? Why/why not?

Towards Integrated Reporting (page 6 of the Discussion Paper)

Q2. Do you agree with the definition of Integrated Reporting on page 6? Why/why not?

An International Integrated Reporting Framework (page 8 of the Discussion 
Paper)

Q3. Do you support the development of an International Integrated Reporting Framework? Why/why 
not?



Q4. (a) Do you agree that the initial focus of Integrated Reporting should be on reporting by larger 
companies and on the needs of their investors? Why/why not?

Q4. (b) Do you agree that the concepts underlying Integrated Reporting will be equally applicable to 
small and medium enterprises, the public sector and not‑for‑profit organizations?

Business Model and Value Creation (page 11 of the Discussion Paper)

Q5. Are: (a) the organization’s business model; and (b) its ability to create and sustain value in the 
short, medium and long term, appropriate as central themes for the future direction of reporting? 
Why/why not?

Q6. Do you find the concept of multiple capitals helpful in explaining how an organization creates 
and sustains value? Why/why not?



Guiding Principles (page 12 of the Discussion Paper)

Q7. Do the Guiding Principles identified in the Discussion Paper provide a sound foundation for 
preparing an Integrated Report – are they collectively appropriate; is each individually appropriate; 
and are there other Guiding Principles that should be added? Why/why not?

Content Elements (page 15 of the Discussion Paper)

Q8. Do the Content Elements identified in the Discussion Paper provide a sound foundation for 
preparing an Integrated Report– are they collectively appropriate; is each individually appropriate; 
and are there other Content Elements that should be added? Why/why not?

What Will Integrated Reporting Mean for Me? (Reporting organizations – page 
21, Investors – page 22, Policymakers, regulators and standard-setters – page 
23, Other perspectives – page 24 of the Discussion Paper)

Q9. (a) From your perspective: Do you agree with the main benefits as presented in the Discussion 
Paper? Why/why not?



Q9. (b) From your perspective: Do you agree with the main challenges as presented in 
the Discussion Paper? Why/why not?

Q9. (c) From your perspective: Do you agree that Integrated Reporting will drive the disclosure of 
information that is useful for integrated analysis (from the perspective of investors)? Why/why not?

Future Direction (page 25 of the Discussion Paper)

Q10. (a) Do you agree that the actions listed in the Discussion Paper should be the next steps 
undertaken by the IIRC? Why/why not? Are there other significant actions that should be added?

Q10. (b) What priority should be afforded to each action? Why?



Q11. Do you have any other comments that you would like the IIRC to consider?

Additional questions: These are NOT compulsory but will help with analysis if completed
 
I have provided feedback that reflects:
 Personal interest
 Interest of an organization, please provide the name of the organization: 

Which best describes your involvement with sustainability reporting?
Please tick all that apply.
 Reporter (prepare a report for my own organization)
 Consultant (report preparer on behalf of a third party)
 Assurance provider
 Report reader (read reports for the purpose of evaluating or analyzing organizations)
 Other, please specify: 
 

Please indicate how many years of experience you have with sustainability reporting:
 No experience
 Less than 1 year
 1-5 years
 More than 5 years

SUBMIT TO THE IIRC


	Q1a: We agree that action is needed to help improve how organisations represent their value-creation process, but we do not believe that IR will be equally relevant for all organisations.  Companies in different sectors operating in different markets with different business models and with different shareholders will rightly have different ways of implementing IR.  Therefore while we support the development of a single IR Framework, we believe that companies should be encouraged to define their own approach to its implementation in proactive and regular dialogue with their shareholders. 
	Q1b: While we believe that it makes sense for an IR Framework to be recognised and applicable internationally, we recognise that there are important differences in how it would and should be applied in different countries.  Differences in Company Law and other regulatory and market characteristics may have important impacts on how IR is implemented.  We believe that this needs to be given more attention by the IIRC.  Given that Company Law sets the context for shareholder rights and director responsibilities, it is central to the reporting and accountability which lies at the core of the IIRC project and must be considered more actively. The IIRC has stated that it intends to focus initially on large companies: we agree with this.  The IIRC has also said that it intends to focus initially on the information needs of investors: we think "primarily" is more appropriate than "initially".  We believe that it would also make sense for the IIRC to focus initially on certain key capital markets, including those that are systemically important (e.g. USA, UK, Japan, Germany, Singapore, Hong Kong, ...) and others that have demonstrated effective leadership in this regard (e.g. South Africa, Brazil, UK). 
	Q2: We think that the definition plays the right notes, but not in the right order.  We believe that a definition should start by stating clearly the objective, and here we would strongly endorse the statement of objective in the Consultation Paper on the South African Framework for Integrated Reporting and the Integrated Report: " the overarching objective of integrated reporting is to enable [investors] to assess the ability of an organisation to create and sustain value over the short-, medium- and long-term."  (Note: the South African consultation paper uses the term "stakeholders"; while this may be appropriate in the South African context, we think that the term "investors" is more appropriate if the IR Framework is to be applied internationally).  We also think that the definition should place more value on information related to a company's operations.   An understanding of the efficiency and effectiveness of the operations is crucial to an understanding of how efficiently the company uses the "capitals".  The Discussion Paper currently seems to presume that a reflection on the impacts a company has on the capitals is an effective proxy for its operations, which cannot be a full answer in this respect.  We strongly encourage the IIRC to consider addressing this weakness.  Finally, we think that the definition should include two elements from page 10 of the Discussion Paper: first, the information in an IR should be closer to the information used in the day-to-day running of the business; and second, the relationships with stakeholders who influence the companies access to and efficient use of the capitals (and marketplaces) it needs.
	Q3: We would support the development of an IIRF developed by the IIRC if it places companies' owners (principals) and their directors (agents) more firmly at the centre of the IIRC's governance, deliberations and outputs.   
	Q4a: We believe that the IIRF should be "initially" focused on: • larger companies (both public and private); and • on certain key capital markets (see response to 1b).  So long as the IIRC defines its mandate in the context of capital markets, we think that an IIRF should be "primarily " focused on investors (i.e. not just "initially").
	Q4b: It is not clear from the text of the Discussion Paper what is meant by "the concepts underlying IR" and so we are unable to respond to this question precisely.  To the extent that the IIRC's mandate is framed in the context of traditional capital markets, it should be clear and uncontroversial that any IIRF produced by the IIRC will be more relevant to those organisations that rely more directly on traditional capital markets.  That said, we agree that any type of organisation could benefit from guidance on how more effectively to analyse and communicate how it has created, and will continue to create, value.
	Q5: The organisation’s business model and its ability to create and sustain value in the short, medium and long-term are appropriate central themes for the future direction of reporting but equally important is the extent to which it actually creates capital, i.e. the extent to which its performance realises its full potential for value creation.  Also, we believe that two elements of the business model are particularly relevant: • the company's purpose (which can of course change over time); and • the time horizon across which the company plans. 
	Q6: We believe that to be successful in the long-term companies need access to more than just financial capital and need more than just strong financial performance.  We therefore believe that the concept of multiple capitals is not only helpful; it is essential to any explanation of how a company creates and sustains value over the long term.  However, we also believe that:• for most companies there is a hierarchy between different types of capital, and different ones will be more and less relevant to different companies and sectors.  Unless companies can confidently and honestly express this hierarchy, there is a risk that they will feel compelled to treat each type of capital as if it were equally important.  This would reduce the usefulness of IRs.• page 10 of the Discussion Paper states (paraphrased): IR makes visible all the relevant capitals on which performance depends (...) and how the organisation impacts on those capitals.  We think that this strong focus on the impact the organisation has on the capitals will be impractical and unnecessary for many companies.  In practice, as long as the organisation can convincingly explain that a) it will continue to be able to access the necessary volume and quality of capitals; and b) it will continue to make efficient use of these capitals; then additional information on any exogenous impacts the company has on the capitals will be largely unnecessary.  That is, unless the company is the primary consumer/user of a certain resource (and so has a meaningful impact on the volume or quality of capital available for future use); or unless the future availability of adequate volume and quality is in question, we do not believe that organisations can reasonably be expected to invest in the systems needed to monitor their impacts on the capitals beyond assessments of their own efficient use of them.• because the scope for most companies materially to influence the future quality of the multiple capitals is restricted largely to the efficiency with which they use (or reduce the need for) those capitals in their own operations (i.e. endogenous impacts, not exogenous ones), the IIRF must more explicitly include information on a company's operations.• one of the ways in which stakeholders can be material to a company's future success is if those stakeholders have an influence on the company's ability to access (and use efficiently) the capitals that it needs.  We think that the IIRF could usefully increase the focus on the quality of the relationships that the company has with such stakeholders, including in particular its employees, customers and suppliers.
	Q7: While we agree that the Guiding Principles are a good start, we believe that they would provide a more sound foundation for preparing an IR if they more clearly addressed two things:• the fundamental importance of time horizon (also relevant for the content).  We believe that companies should have to disclose in their IR the time horizon across which they are managing the business.  While this time horizon would differ for companies in different sectors and with different business models, it is difficult for investors to assess the quality of strategy, operations, risk management, performance, etc unless they can do so within a clearly-defined time horizon. • that it is the responsibility of the Board of Directors to make decisions on behalf of the company as a whole and to hold management to account, among other things, in the context of investors' interests.
	Q8: While we agree that the Content Elements are a good start, we believe that they would provide a more sound foundation for preparing an IR if they more clearly addressed the pivotal importance of two things:• the company's operations (i.e. not just "what are the circumstances under which the company operates" ... but also "how effectively the company implements its strategic objectives and how efficiently the company uses its capitals; and• corporate culture.
	Q9a: We believe that the ultimate benefits are those that relate to fiduciary duty (the first benefit) and more effective capital allocation (the last benefit).  All that falls in between are necessary but proximate benefits.  While "long-termism" is mentioned in the last benefit, we think that this is such a fundamental benefit that it probably deserves to be treated independently.  Consistent with our introductory comments, and though we note that for many investors it is seen as part of fiduciary duty: we would also suggest adding a benefit related to the ability of IR to assist investors (principals) in holding company management (agents) to account.We agree with the challenges listed, but would add two more:• investors are not monolithic: not all investors, nor all investment strategies, require or expect the same information.  While it would not be practical for companies to cater to individual investors with unique information requirements, it should also not be considered justifiable for companies to define their reporting in the context of the "majority" (or perceived majority) of investors only.• balancing between the disclosure of comparable vs material information: in some instances, we believe it may be justifiable to sacrifice comparability for accuracy and company-specific insights.We agree that Integrated Reporting will drive the disclosure of information that is useful  for integrated analysis if it: focuses "primarily" on investors, and is based on an IIRF developed through a process with more investors involved; better communicates value-creation in the past and present, and its sustainability into the future; and better communicates the degree to which the Board of Directors is aligned with the investor's interests.
	Q9b: See response to 9aWe agree with the challenges listed, but would add two more:• investors are not monolithic: not all investors, nor all investment strategies, require or expect the same information.  While it would not be practical for companies to cater to individual investors with unique information requirements, it should also not be considered justifiable for companies to define their reporting in the context of the "majority" (or perceived majority) of investors only.• balancing between the disclosure of comparable vs material information: in some instances, we believe it may be justifiable to sacrifice comparability for accuracy and company-specific insights.We agree that Integrated Reporting will drive the disclosure of information that is useful  for integrated analysis if it: focuses "primarily" on investors, and is based on an IIRF developed through a process with more investors involved; better communicates value-creation in the past and present, and its sustainability into the future; and better communicates the degree to which the Board of Directors is aligned with the investor's interests.
	Q9c: see response to 9a
	Q10a: By far the most important determinant of the IIRC's future success will be the requisite political support.  The launch of the draft Governance paper will prompt a considerable amount of political activity. Unless the IIRC by that time has secured the necessary political support we believe that the initiative could be derailed significantly.  We therefore urge the IIRC to prioritise the solicitation of formal expressions of support from key governments, standard- setters and regulators as well as companies. As mentioned in our response to question 1(b), while we support the development of an IR Framework that is applicable internationally, we also recognise that national and/or regional regulatory frameworks and political dynamics will be extremely important in determining the up-take of any future IIRF.  We therefore believe the IIRC could be even more effective if it:a) focused on certain key capital markets, including both from among those that are systemically important (e.g. USA, UK, Japan, Germany, Singapore, Hong Kong, ...) and others that have demonstrated effective leadership in this regard (e.g. South Africa, Brazil, UK).  b) invited large private companies and/or private equity investors to participate in the IIRC's working group and pilot project.  We make this recommendation on the basis that private companies face fewer constraints linked to public company-specific regulations, and therefore may be better able to experiment and innovate.  Also, private equity investors often take a longer-term, value-focused approach to investment, which is the context in which the IIRF is being developed.We think additional consideration needs to be given to the timing of the Exposure Draft, in particular as it relates to the timing of the Pilot Programme.  We have two main proposals:a) the Exposure Draft should be circulated only after it can benefit sufficiently from the experience of the pilot programme.  Since the pilot programme was launched in October 2011, we presume that there will be an anniversary meeting in October 2012 to review lessons to date.  This information will be invaluable to the drafters of the Exposure Draft, and so the Exposure Draft should not be finalised – or even substantially finalised – until this information has been received and considered.b) we expect that the consultation process will raise questions that usefully can be considered during the life of the pilot programmes.  So we believe it would be useful to close the consultation process with enough time to raise these issues and/or test solutions with the pilot companies.We therefore propose that the Exposure Draft be launched at the end of January 2013 for a 2 month consultation ending at the end of March 2013.  This would give drafters 3 months in which to consider the lessons from the first 12 months of the pilot programme, and 6 months during which to consider questions and concerns in the context of live pilots.On a separate issue, the paper does not discuss the assurance to be provided on different elements of the Integrated Report and this will have a crucial bearing on the perceived quality of the information provided. While assurance in our view is important, we recognise that the development of relevant metrics and reporting against them is more urgent and meaningful assurance may only be feasible at a later stage of development. 
	Q10b: See response to 10a
	Name: Tom Rotherham
	Title: Director
	Organization: Hermes Equity Ownership Services (EOS)
	Country: UK
	Email: t.rotherham@hermes.co.uk
	Stakeholder_other: 
	Group7: Investor
	Key_points: Please find attached the Hermes Equity Ownership Services response to the consultation on the IIRC's Discussion Paper.  By way of background, Hermes is one of the largest asset managers in the City of London and is wholly owned by the British Telecom Pension Scheme, the UK's largest pension fund.  Hermes EOS undertakes stewardship activities on behalf of 24 clients with roughly $120bn USD of Assets under Management.  This response is made on our own behalf and not in the name of our clients.The IIRC has made clear that it views IR is a means to an end, and that the end objective is a more sustainable economy supported by more sustainable capital markets.  Along with many institutional investors, we share both the IIRC's objective and its sense of urgency.  But if the reform of corporate disclosure is to make a meaningful and lasting contribution to this end, the IIRC must place companies' owners (principals) and their directors (agents) more firmly at the centre of the IIRC's governance, deliberations and outputs.  Our experience as an ad-hoc member of the IIRC's working group has led us to believe that this is may not currently always be the case.  We believe that to reflect this approach three changes are needed to the IR Framework approach outlined in the Discussion Paper:First, for as long as discussions on IR are taking place within the context of capital markets, the IR Framework needs to focus more directly on the needs of investors:  not "initially" (as indicated in the Discussion Paper), but "primarily".  Capital markets and existing corporate disclosure regimes have been designed to serve investors' interests.  It is both naive and dangerous to suggest that a corporate disclosure regime that places other stakeholders' interests on par with those of investors can be successful.  It is naive because reporting rules are inherently linked to, and therefore need to be consistent with, broader capital market rules(e.g. to Company Law, Directors' duties, corporate governance, limited liability and fiduciary duty).  It is dangerous because an IR framework that is not "primarily" focused on investors will reduce even further the ability of capital markets to efficiently and sustainably allocate financial capital, and risks removing the disciplinary power of shareholders in respect of company directors who, like everyone else, need someone to whom they are properly accountable.  Second, the IR Framework needs to recognise far more clearly the key role of the Board of Directors.  The term "Board of Directors" currently appears only once in the Discussion Paper (on page 6).  And while the Discussion Paper states that "senior management and those charged with governance must exercise judgement in distinguishing information that is material", this is mentioned only on page 13.  This risks distracting seriously from the reality that the Board is the only body with the mandate and responsibility for making decisions on behalf of the company as a whole.  Moreover, only high quality Boards of Directors have both the necessary experience and information to make decisions in the long-term interests of the company, and to hold executive management to account.  Any implied shift away from the Board as the arbiter of materiality – through an iterative process of challenge and debate with the shareholders – should be viewed with great concern.  The IIRC must therefore help ensure that companies disclose to their investors information sufficient to enable an assessment of the quality of the Board of Directors, including: a) understands and is aligned with investors'  interests; b) is competent, adequately resourced and effectively run; and c) effectively holds management to account and is appropriately accountable to investors.  Just as the Board of Directors is the only body that must (and can) make informed decisions on behalf of the company as a whole, so too are investors the only actors that must (and can) hold these Directors to account.  An IIRF must (and can!) do more to help investors undertake this role.Third, we believe that the IIRC risks placing too much focus on the external context in which a company operates.  There is no question that a detailed understanding of the external context within which a company operates is essential for, among other things, the development of an effective strategy; the design of efficient operations; and the appropriate analysis of risks and opportunities.  So the future success of a company is fundamentally determined by how the company responds to the external context (i.e. its marketplace context).  But an IR must be about more than context.  It must inform a reader on how the company responds to that context.  To take one example of the implications of the lack of internal focus: Currently the Discussion Paper makes no reference to the quality of information on a company's operations.  An understanding of the effectiveness of the operations is crucial to an understanding of how efficiently the company uses the "capitals" and delivers on its strategy.  A reflection on the impacts a company has on the capitals is an insufficient proxy for the quality of its operations.  The core of any IR must be internally-focused information on the company.  A word-search shows that the Discussion Paper refers to the term “external” 13 times.  The term “internal” is used only twice.    We strongly encourage the IIRC to address this weakness.  This would also be consistent with the objective to bring “reporting closer to the way the business is run” (Discussion Paper page 12).We agree with the implication on page 6 of the Discussion Paper that integrated reporting is simply the effective communication of integrated thinking.  Integrated thinking is clearly a necessary precursor to integrated reporting.  We also agree with the assertion on page 2 of the Discussion Paper that reporting can influence behaviour, and support the corollary that new reporting requirements can lead to new behaviours, including new ways of thinking.  But unless the IIRC undertakes its mission with a more explicit recognition of the principal-agent dilemma, including by addressing the three weaknesses outlined above, its contribution to long-term sustainability will be marginal because it will be treating a symptom and not providing a cure.
	Q11: We have no further detailed comments. Our overall comments are set out in our covering letter.
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