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The Bottom Line
• The Consultation Draft of the International Integrated Reporting (<IR>)
Framework (‘the draft Framework’) was published by the International
Integrated Reporting Council (‘the IIRC’) on 16 April 2013. It considers
comments received on the IIRC’s September 2011 Discussion Paper
Towards Integrated Reporting – Communicating Value in the 21st Century
(‘the Discussion Paper’) and input from its Pilot Programmes for businesses
and investors.
• The draft Framework sets out the objectives, fundamental concepts and
Guiding Principles of <IR>, as well as the Content Elements of an integrated
report and guidance on its preparation and presentation.
• The draft Framework defines an integrated report as “a concise communication
about how an organisation’s strategy, governance, performance and prospects,
in the context of its external environment, lead to the creation of value over
the short, medium and long term”.
• An integrated report is prepared “primarily for providers of financial capital in
order to support their financial capital allocation assessments” and should be
prepared in accordance with the bold, italic paragraphs of the Framework.
• Comments on the draft Framework are due by 15 July 2013.

For more information please see the
following websites:
www.iasplus.com
www.deloitte.com

Introduction and objective of Integrated Reporting <IR>
On 16 April 2013, the International Integrated Reporting Council (‘the IIRC’) published
its Consultation Draft of the International <IR> Framework (‘the draft Framework’ or
‘Consultation Draft’). The IIRC, a global coalition of regulators, investors, companies,
standard setters, the accounting profession and NGOs, is developing the International
<IR> Framework in response to its view that corporate reporting must evolve to
communicate the full range of factors that affect an organisation’s ability to create
value over the short, medium and long term. How an organisation makes money in
today’s world is not just about financial and manufactured capital; its profitability
and continued existence relies on a far broader set of resources and relationships
(e.g., intellectual, human, social and natural capitals) and its ability to adapt to
changing conditions, and respond to issues that are crucial to its sustained economic
wellbeing. Integrating Reporting <IR> is necessary to properly inform the investor
community and for efficient for financial capital allocation.

The draft Framework
The Consultation Draft proposes a principle-based Framework organised into five chapters: (i) an overview,
including a definition and objectives of <IR>, (ii) the fundamental concepts of <IR>, (iii) Guiding Principles to inform
content and presentation,(iv) Content Elements, including specific disclosure requirements, and (v) specific guidance
on preparation and presentation of an integrated report.
The draft Framework proposes three fundamental concepts underpinning <IR>:
• The Capitals or resources (financial, manufactured, intellectual, human, social and relationship, and natural)
that an organisation uses and affects. It notes that some of the capitals belong to the organisation while
others belong to stakeholders or society more broadly and that the categories are a benchmark to ensure an
organisation does not overlook a capital it uses or affects. The draft Framework is explicit that it does not require
organisations to attempt to quantify all uses of and effects on the capitals and that many are best (and in some
cases only can be) reporting on in the form of narrative, i.e. in the form of a qualitative assessment.
• The Business Model of the organisation through which it creates value, being its chosen system of inputs
(resources), business activities, outputs (products and services) and outcomes (internal and external consequences
both positive and negative for the capitals) that aims to create value over the short, medium and long-term.
The Element of ‘Business Model’ focuses on the resilience of the organisation’s business model to changing
circumstances.
• Value creation. Value is created for an organisation and its stakeholders as a result of the increase, decrease or
transformation of the capitals caused by its activities and outputs. The purpose of an integrated report is not to
measure all of the capitals an organisation affects or to value an organisation as evidenced by the change in its
capital usage, but to provide information that enables report users to assess the ability of the organisation to
create value over time and, in particular, in the long term. Specifically, the draft Framework requires the nature
and magnitude of material trade-offs between the capitals influencing value creation over time to be disclosed.
The building blocks: Guiding Principles and Content Elements
Ultimately the content of an integrated report will depend on the individual circumstances of the organisation and
the exercise of judgment by senior management and those charged with governance applying the Framework’s
Guiding Principles and Content Elements to determine what is reported. An organisation is not required to structure
its report using the order of the elements in the Framework but is required to present the content in a way that
makes clear the interconnections between them.

Guiding principles
Six guiding principles underpin the preparation of an
integrated report:
A
B
C
D
E
F

Strategic focus and future orientation
Connectivity of information
Stakeholder responsiveness
Materiality and conciseness
Reliability and completeness
Consistency and comparability

Content elements
The six guiding principles should be applied in preparing
an integrated report, which is to include seven key
elements:
A
B
C
D
E
F
G

Organisational overview and external environment
Governance
Opportunities and risks
Strategy and resource allocation
Business model
Performance
Future outlook
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The draft Framework does not allow for a trade-off between the two principles of ‘materiality and conciseness’ and
‘reliability and completeness’ in terms of what is included in an integrated report. Where reliable data to disclose
material information is unavailable, or legal prohibitions or competitive harm result in an inability to disclosure
material information, an integrated report is required to indicate the omitted information, the reasons why and
the steps being taken and timeframe to obtain the data. In addition, Chapter 4 of the draft Framework on Content
Elements requires disclosure of how an organisation determines materiality.

Observation
In February 2013 European Securities and Markets Authority (‘ESMA’) issued a Feedback Statement on its
November 2011 consultation paper on ‘Considerations of materiality in financial reporting’ noting that while the
concept of materiality was “generally well understood,” there was “diversity in application.” This diversity was
attributed to “the exercise of management judgement, the various perspectives of different stakeholder groups
as well as challenges to the proper application of the concept of materiality.” The application of the concept of
materiality to the wider non-financial information set anticipated by <IR> with clear guidance on its application
in the preparation of an integrated report is critical to the success of <IR>.

Preparation and presentation
The draft Framework anticipates that a stand-alone integrated report will be prepared annually in line with the
statutory financial reporting cycle and that organisations may provide additional reports and communications
(e.g. financial statements and sustainability reports) for compliance purposes or to satisfy the particular information
needs of a range of stakeholders.

Observation
Ideally an integrated report would be integrated into the statutory reporting cycle. For example, it could become
an organisation’s primary reporting vehicle for investors. To this aim, therefore, and to avoid duplication of
reporting effort, how a local country or regulator would interpret or regulate the Content Elements of the Framework,
given that it is high-level, could be critical to an organisation’s decision to transition to an integrated report.

Comment period and next steps
The IIRC invites comments on its proposed Framework by 15 July 2013.

Observation
The Consultation Draft does not include a background or basis for conclusions section to provide insights into
areas of significant discussion during the development of the draft Framework. However, seperate background
papers on ‘Capitals’, ‘Business model’ and ‘Materiality’, prepared by Technical Collaboration Groups formed by
the IIRC, have been published in the run up to its release. Background papers on ‘Value’ and ‘Connectivity’ are
planned for release prior to the end of the consultation period. Such papers are available at www.iirc.org
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