
Heads Up

IIRC Issues Discussion Paper on 
Integrated Reporting 
Introduction to the Proposal
On September 12, 2011, the International Integrated Reporting Committee (IIRC) 
published a discussion paper (DP), Towards Integrated Reporting — Communicating 
Value in the 21st Century. The DP advocates the development of an international 
framework for integrated reporting that would bring together, in a clear and concise 
manner, material information about an organization’s business model, strategy, 
governance, performance, and prospects in a way that reflects the commercial, social, 
and environmental context within which the organization operates. Comments on the DP 
are due by December 14, 2011.

Editor’s Note: Created in 2010 by the UK Prince of Wales’ Accounting for 
Sustainability Project, the Global Reporting Initiative, and the International Federation 
of Accountants, the IIRC brings together a cross-section of representatives from the 
corporate, investment, accounting, securities, regulatory, academic, civil society, and 
standard-setting sectors. According to the IIRC mission statement, the organization’s 
purpose is to “create a globally accepted integrated reporting framework which 
brings together financial, environmental, social and governance information in 
a clear, concise, consistent and comparable format.” The IIRC is an organization 
working toward a global initiative and therefore may affect not only international 
organizations but also U.S. financial reporting (i.e., U.S. GAAP). The DP is the first step 
toward achieving the IIRC’s mission. 

The DP highlights that since the implementation of the traditional reporting model, major 
changes have occurred in the way business is conducted, the manner in which a business 
organization operates, and how a business creates value for management, investors, and 
other stakeholders. Further, the DP notes that the changes are all “interdependent and 
reflect trends such as:

•	 globalization,	

•	 growing	policy	activity	around	the	world	.	.	.	,	

•	 heightened	expectations	of	corporate	transparency	and	accountability,	

•	 actual	and	prospective	resource	scarcity,	

•	 population	growth,	and	

•	 environmental	concerns.”		

The complexity of these changes has led to the identification of gaps in traditional 
reporting, resulting in additional reporting requirements addressed by the enactment 
of new laws, regulations, standards, codes, guidance, and stock exchange listing 
requirements. Thus, reports have gotten longer over time and have evolved to 
include separate, disconnected strands of information that do not clearly describe 
the interrelation between strategy, governance, operations, financial performance, 
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and nonfinancial performance. These changes have highlighted the need for a new, 
integrated approach to reporting that would include only the most significant information 
presented in a clear, cohesive manner. Ultimately, this integrated report could be used by 
all stakeholders, including management, investors, and regulators, and would influence 
the decision-making process of individuals both inside and outside the organization.  

Compared with the traditional report of today, an integrated report would address the 
reporting needs of evolving business by providing a broader, more integrated explanation 
of an organization’s performance. An integrated report would show the connectivity 
between separate reporting strands (financial, management commentary, governance 
and remuneration, and sustainability) and explain how an organization would create and 
sustain its value in the short, medium, and long term. More specifically, an integrated 
report would provide insight into: 

•	 External	factors	that	have	a	significant	impact	on	an	organization.	

•	 An	organization’s	use	of	and	dependence	on	resources	and	relationships,	
described by the DP as “capitals.” These include financial, manufactured, human, 
intellectual, natural, and social capitals. 

•	 Interaction	between	an	organization’s	business	model	and	the	aforementioned	
capitals, resulting in the ability to “create and sustain value over time.”

Editor’s Note: The DP envisions that the next step will be the creation of a 
framework that will serve as the foundation of a future corporate reporting model. 
The DP describes the “value creation concepts” in high-level terms. Presumably, the 
IIRC will need to develop these concepts further in the framework by expanding on 
the meaning and metrics associated with certain types of capital. While financial 
capital is a defined and well-understood term, manufactured, human, intellectual, 
natural, and social capitals are not as clearly understood today. Further, key 
performance indicators to quantify and explain these capitals either do not exist or 
are in their infancy.

The Building Blocks — Guiding Principles and Content 
Elements 
The DP identifies five guiding principles that underpin the preparation of the integrated 
report and that would be applied to the report’s key content elements. These elements 
would then be linked together in such a way that the interconnections between them 
are apparent. This differs from current practice, in which a typical financial report has 
isolated, stand-alone sections. 

Guiding Principles
The five guiding principles underlying the preparation of an integrated report are as 
follows:

•	 Strategic focus — Provides insight into the strategic objectives of the 
organization, detailing resources and relationships on which the organization 
depends and the method that is used to create and sustain value over time. 

•	 Connectivity of information — Shows relationships between different 
components of the organization’s business plan, external factors affecting the 
organization, and various resources and relationships on which the organization 
depends. 

•	 Future orientation — Incorporates management’s views on and expectations 
about the organization’s future development, enabling the report’s end users 
to understand and assess the organization’s future opportunities and potential 
uncertainties.

•	 Responsiveness and stakeholder inclusiveness — Details the relationships that 
the organization has with key stakeholders, providing insights into the extent to 
which the organization understands and is responsive to stakeholders’ needs.  
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•	 Conciseness, reliability, and materiality — Provides concise and reliable 
information that is material to an organization’s ability to assess its value in the 
short, medium, and long term.

Content Elements
 The following are the key content elements described in the DP:

•	 Organizational overview and business model — Provides an overview of the 
organization’s business and details how the organization creates and sustains 
value in the short, medium, and long term. 

•	 Operating context, including risks and opportunities — Highlights internal and 
external factors affecting the organization’s operations and summarizes the 
key resources and relationships on which the organization depends as well as 
opportunities it has and potential risks it faces. 

•	 Strategic objectives and strategies to achieve those objectives — Provides 
insight into the organization’s objectives in the short, medium, and long term 
and details the strategies that the organization has in place to achieve those 
objectives. 

•	 Governance and remuneration — Gives an overview of the organization’s 
governance structure and details how the structure supports the organization’s 
strategic objectives and overall approach to remuneration. 

•	 Performance — Summarizes qualitative and quantitative information about 
an organization’s performance in relation to its strategic objectives and 
corresponding strategies.

•	 Future outlook — Shows the impact of an organization’s strategies and strategic 
objectives on future performance and highlights potential opportunities the 
organization may have as well as potential challenges and uncertainties it may 
face.

Benefits and Challenges
The DP presents the benefits and challenges of integrated reporting from various 
perspectives, including reporting organizations, investors, policymakers, regulators, 
standard setters, and other key stakeholders. These benefits and challenges include, but 
are not limited to: 

Benefits
•	 Better	alignment	of	externally	reported	information	with	the	information	

management uses for decision making. 

•	 A	broader	information	set.	

•	 Improved	transparency.	

•	 Enhanced	risk	management.	

•	 Greater	stakeholder	engagement.	

•	 “[H]igher	levels	of	trust	with	key	stakeholders.”	

•	 Harmonization	of	reporting	approaches.	

•	 “[L]ower	cost	of,	and	better	access	to,	capital	because	of	improved	disclosure.”	

Challenges
•	 Need	to	address	a	variety	of	existing	local	regulations	across	jurisdictions.	

•	 Inconsistency	of	directors’	fiduciary	duties	across	jurisdictions.	

•	 Concerns	about	directors’	liability	if	the	reports	are	to	focus	more	on	the	future.	

•	 Need	to	expand	on	knowledge-building	and	experience,	which	are	essential	to	
long-term success. 
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Alternative Pathways to Integrated Reporting 
The IIRC anticipates that an integrated report will ultimately become the primary report 
for all organizations, but the DP acknowledges that alternative approaches to an 
integrated report may be adopted. These approaches may include the following: 

•	 Merging	the	sustainability	report1 with management commentary (i.e., MD&A 
and other discussion areas) or the full annual report as a first step toward 
building an “understanding of how performance in one area drives value in 
another.” 

•	 Publishing	a	stand-alone,	concise,	comprehensive	integrated	report	in	addition	
to the statutorily required annual report or regulatory filing. 

•	 Modifying	the	sustainability	report	or,	to	the	extent	permitted	given	the	
organization’s regulatory environment, modifying management commentary in 
accordance with the guiding principles and content elements. 

•	 Adopting	integrated	reporting	internally	to	serve	as	the	foundation	of	the	
information analyzed and used by management.

Editor’s Note: Consistent reporting of all aspects of an organization’s financial and 
nonfinancial performance by using consistent parameters could yield significantly 
improved information for organizations, allowing benchmarking and evaluation 
activities that are not currently possible. A high-quality, internationally accepted 
framework for such reporting could (as it has for financial reporting using IFRSs) 
represent a means of achieving the IIRC’s goal of “international integrated reporting.” 

Future Direction
The DP discusses the future direction of integrated reporting, highlighting that such 
reporting will require a change in current views on decision making and reporting. While 
this may not be easy, the need for change has been recognized, as evident in the efforts 
to converge U.S. GAAP with IFRSs. Though these convergence efforts represent a start to 
a consistent approach, many other aspects of financial reporting continue to be separate 
and governed independently by various national and regional laws, regulations, and stock 
exchange requirements as well as by a blend of mandatory and voluntary standards, 
codes, and guidance.   

The IIRC is working toward bridging this gap between independently governed reporting 
requirements and its vision for integrated reporting. The ultimate objective of the IIRC is 
to create a universal reporting framework that will provide all of the relevant information 
needed to measure an organization’s value in the 21st century. To help foster this vision, 
the IIRC is moving forward with a number of initiatives:

•	 Pilot program —	Launch	a	two-year	pilot	program,	beginning	in	October	2011,	
to test the DP’s proposals.

•	 Framework — Develop an exposure draft on an international integrated 
reporting framework on the basis of feedback received on the DP, insights 
from the pilot program, additional research performed by the IIRC and 
other organizations, and ongoing input offered by investors and other key 
stakeholders.

•	 Measurement and reporting practices — Monitor, and assist in the development 
of, emerging measurement and reporting practices that would be relevant to the 
integrated reporting concept.

•	 Outreach — Conduct regional roundtables and implement other communication 
strategies to make organizations, investors, and other key stakeholders more 
aware of integrated reporting.

1 While there is no formal definition of this term, under the Global Reporting Initiative’s sustainability reporting guidelines, 
“sustainability reporting would be the practice of measuring, disclosing and being accountable for organizational 
performance while working towards the goal of sustainable development.”
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•	 Harmonization — Continue to work with national, regional, and global 
policymakers, regulators, and standard setters to identify areas in which 
reporting requirements could be harmonized within and across jurisdictions.

•	 Governance — Develop, with the assistance of key stakeholders, an institutional 
arrangement for the ongoing governance of integrated reporting. 
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