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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.

1. The international integrated reporting conceptual framework as summarised in the
discussion paper (page 2) is premised on "a reporting framework that provides the information
needed to assess organisational value in the 21st century" and how organisations represent
their value-creation process. An integrated reporting framework will need to define and provide
broad parameters or metrics to measure organisational value across a broad range of
industries and entities. In addition the framework should provide the key principles to ensure
information that is reported is comparable and achieves the "core objective" as stated at page
2 being improved communication to stakeholders.

2. The development of integrated reporting is premised on the formulation of a conceptual
framework which provides the building blocks to a robust integrated reporting framework. The
framework should clearly define integrated reporting, its purpose and the users of the
integrated report and consider the form which an integrated report may take. In the
development of an integrated reporting framework there needs to be ongoing recognition that


initiator:dpresponses@theiirc.org;wfState:distributed;wfType:email;workflowId:746b271170494b96b8fa03a86ad79007


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 processe Why,/why note

The AUASB is of the view that an appropriate reporting framework that demonstrates links
between an organisation's financial performance with its social, environmental and economic
context is an appropriate way for organisations to represent their value-creation process more
holistically. Integrated reporting would allow for historic performance to be defined more
holistically than simply by reference to standard financial metrics. It would also give users
more information and a better understanding of the risks faced by an entity in achieving its
performance measures and its sustainability in the short, medium and longer term.

Q1. (b) Do you agree that this action should be international in scope? Why/why note

The AUASB is of the view that this action should be international in scope. Australia operates
in the international capital markets and applies Australian Auditing Standards that conform to
international equivalents. It is important to maintain consistency in reporting across
jurisdictions to enable clarity and comparability of integrated reports across capital markets.

Towards Integrated Reporting (page 6 of the Discussion Paper)

Q2. Do you agree with the definition of Integrated Reporting on page 62 Why,/why not?

Overall the AUASB is supportive of the definition of Integrated Reporting as given on page 6,
however we would like to make the following comments/pose the following questions which
need to be considered:

1. The term ‘material information’ must be used carefully as materiality has a formalised
definition within financial reporting and audit and assurance frameworks and standards. Is it
intended that the definition of "material” to be applied for integrated reporting in the same way
as that currently applied in the financial reporting and audit and assurance standards?

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

Q3. Do you support the development of an International Integrated Reporting Framework VWhy,/why
note

Overall the AUASB is supportive of the development of an International Integrated Reporting
Framework . However, we make the following observations:

1. The development of integrated reporting is premised on the formulation of a conceptual
framework which provides the building blocks to a robust integrated reporting framework. The
framework should clearly define integrated reporting, its purpose and the users of the
integrated report and consider the form which an integrated report may take. In the
development of an integrated reporting framework there needs to be ongoing recognition that



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 investorsg VWhy,/why not?

The AUASB agrees with the initial focus of Integrated Reporting being on larger corporate
entities and investors. This ensures that any framework is robust and can accommodate the
highest level of user e.g. investor, shareholder, employees etc. However, any framework
developed needs to be scalable for entities of all sizes/nature and industries including those in
the public sector. The difficulty will be in the vast differences in legal and regulatory
environments across multiple jurisdictions.

Q4. (b) Do you agree that the concepts underlying Integrated Reporting will be equally applicable to
small and medium enterprises, the public sector and notfor-profit organizations®

Yes. Integrated reporting needs to be scalable for all types of entities and jurisdictions. This
includes large non-corporate public interest entities to the smaller less complex entities across
a broad range of industries to ensure consistency and comparability of reporting.

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 note

From the commentary in the discussion paper it states that this is the type of reporting and
information that investors, analysts, banks and regulators want to see disclosed within an
entity’s reporting arrangements. If this is the case, it is probably sensible to base the reporting
arrangements on an organisation's business model and its sustainability in the short, medium
and long term. Further consultation may be required coupled with the outcomes from the pilot
program to refine and clarify what the users actually want to see reported.

Under the majority of capital markets and their respective financial reporting frameworks, there

Q0. Do you find the concept of multiple capitals helpful in explaining how an organization creates
and sustains value? Why/why not?

The concept of multiple capitals is helpful in explaining how an organisation creates and
sustains value. All entities have a number of capital inputs and together with human capital,
create outputs that need to be sustainable well into the future.

The AUASB would recommend that each of these "capitals" be clearly defined as part of the
overall definition of "value" to an entity under the international integrated reporting framework.

Under the heading of "Human capital” as noted at page 11, there is no discussion around



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 note

In the absence of a developed conceptual framework for integrated reporting, it is difficult to
comment. The Guiding Principles appear relevant, but need to be developed further. The key
underpinning elements of an integrated report have not been identified, and we consider the
elements listed to be closer to user needs.

The AUASB makes the following points/raises the following questions on the Guiding
Principles:

1. Strategic focus - how will performance of the strategy be measured?
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?2 Why/why not?

The content elements in the discussion paper provide a sound foundation collectively for
preparing an international framework for integrated reporting.

Some further points to make on the Content Elements:

1. Point 3 Strategic objectives and strategies to achieve those objectives: On page 14 there is
discussion about the competitive advantage of an entity. The challenge will be to reconcile the
need for greater disclosure around an entity’s strategies and risks while maintaining the

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

Papere Why/why not?

Generally we agree with the main benefits as stated on page 23 of the discussion paper.

Additional potential benefits include greater organisational clarity and streamlined reporting
processes, which in the longer term should be more cost effective. It should be noted that
there is likely to be an initial cost and effort to the organisation to realign their internal reporting
processes.



Q9. (b) From your perspective: Do you agree with the main challenges as presented in
the Discussion Paperg Why/why note

As stated, the main challenges appear to be:

1. The issue raised in the paper regarding harmonisation of an integrated reporting framework
within each jurisdiction’s regulatory and legal environment is probably the most significant long
term challenge, given the lack of an existing global framework covering any of the
non-financial information reporting.

2. Another challenge is comparability of, and consistency in, the type of information to be

Q9. (c) From your perspective: Do you agree that Integrated Reporting will drive the disclosure of
information that is useful for infegrated analysis (from the perspective of investors|2 Why/why not?

Yes from the perspective of investors. However we must remember there are a number of
stakeholders beyond investors that are going to be interested in an integrated report e.g.
banks, employees, consumers, regulators etc. and their needs for more comprehensive
reporting also needs to be met from the integrated report. The entity must also consider that
other users of the information may also gain a greater level of comfort from the other
components of the integrated report if they are assured by an appropriately qualified
assurance practitioner.

Future Direction (page 25 of the Discussion Paper)

Q10. (o) Do you agree that the actions listed in the Discussion Paper should be the next steps
undertaken by the lIRC2 Why/why note Are there other significant actions that should be added?

As noted above, the AUASB believes that the first step should be to develop a conceptual
framework and from that, a clear definition of integrated reporting rather than just focusing on
the outputs from the process.

Generally the next step actions listed by the IIRC seem appropriate however the timing /
timetable for these steps appear quite aggressive. A conceptual framework with a clear
definition of integrated reporting including consideration of the form in which an integrated
report may take would provide a solid basis for the pilot program. The pilot program is then a

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

Developing the international integrated conceptual framework and a clear definition of
integrated reporting and its purpose should be the first step in the process. Once this has
been completed, the pilot program would have a strong foundation on which to base its
outcomes and to assess its effectiveness. Running parallel to the pilot program would be the
harmonisation process.



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

1. Integrated Reporting seems to be based on the premise of "organisational value". Value
and to whom needs to be further defined within the Integrated Reporting conceptual
framework.

Additional questions: These are NOT compulsory but will help with analysis if complefed

| have provided feedback that reflects:
Personal interest
[E]  Inferest 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)
[]  Consuliant (report preparer on behalf of a third party)
] Assurance provider
[1 Report reader (read reports for the purpose of evaluating or analyzing organizations)
[0]  Other, please specify:
Australian Auditing and Assurance Standard and guidance setter

Please indicate how many years of experience you have with sustainability reporting:
O  No experience
O lessthan 1 year

1-5 years

More than 5 years

Submit to the IIRC



	Q1a: The AUASB is of the view that an appropriate reporting framework that demonstrates links between an organisation's financial performance with its social, environmental and economic context is an appropriate way for organisations to represent their value-creation process more holistically.  Integrated reporting would allow for historic performance to be defined more holistically than simply by reference to standard financial metrics.  It would also give users more information and a better understanding of the risks faced by an entity in achieving its performance measures and its sustainability in the short, medium and longer term.
	Q1b: The AUASB is of the view that this action should be international in scope.  Australia operates in the international capital markets and applies Australian Auditing Standards that conform to international equivalents.  It is important to maintain consistency in reporting across jurisdictions to enable clarity and comparability of integrated reports across capital markets.
	Q2: Overall the AUASB is supportive of the definition of Integrated Reporting as given on page 6, however we would like to make the following comments/pose the following questions which need to be considered:

1.   The term ‘material information’ must be used carefully as materiality has a formalised definition within financial reporting and audit and assurance frameworks and standards.  Is it intended that the definition of "material" to be applied for integrated reporting in the same way as that currently applied in the financial reporting and audit and assurance standards?

2.   Will this mean that there is less financial information included in the integrated report and more “other information” on the connectivity between the financial, social, environmental and economic and their effect on the ability of an organisation to create and sustain value in the short, medium and long term?  If so, any integrated reporting framework would need to be specific about what must be reported in this information and the need to have some scope for additional reporting to meet local jurisdictions’ legal and regulatory requirements.

3.  In the definition on page 6 it states "manage and communicate the full complexity of the value-creation process, and how this contributes to success over time".  To determine success over time there needs to be a comparability exercise against some metric.  Is this essentially an actual versus budget analysis?

	Q3: Overall the AUASB is supportive of the development of an International Integrated Reporting Framework . However, we make the following observations:

1. The development of integrated reporting is premised on the formulation of a conceptual framework which provides the building blocks to a robust integrated reporting framework.  The framework should clearly define integrated reporting, its purpose and the users of the integrated report and consider the form which an integrated report may take.  In the development of an integrated reporting framework there needs to be ongoing recognition that there is a robust historical financial reporting framework that continues to be relevant in multiple contexts. Moving to an integrated framework should build on this strong base and be driven by the information needs of the users.

In the immediate future while an integrated reporting framework and the pilot program are being developed and implemented, it may be necessary to consider reporting in parallel i.e. the integrated report linked to financial reporting.  There are a number of key areas being addressed under the financial reporting framework and until these have been resolved it may be premature to fully integrate the report.

2.  Under the title “How is Integrated Reporting Different” on page 9, there is discussion of a number of components, one being "Thinking".  To this discussion and commentary the AUASB suggests the concept of integrated/interrelated systems or processes needs to be considered as this is a primary enabler of achieving the outcomes of an integrated report.  If the systems and processes across the organisation are not in place to support the thinking and the change management processes, it will be difficult for the organisation to achieve the core objective in an efficient and cost effective manner.

	Q4a: The AUASB agrees with the initial focus of Integrated Reporting being on larger corporate entities and investors.  This ensures that any framework is robust and can accommodate the highest level of user e.g. investor, shareholder, employees etc. However, any framework developed needs to be scalable for entities of all sizes/nature and industries including those in the public sector.  The difficulty will be in the vast differences in legal and regulatory environments across multiple jurisdictions.
	Q4b: Yes.  Integrated reporting needs to be scalable for all types of entities and jurisdictions.  This includes large non-corporate public interest entities to the smaller less complex entities across a broad range of industries to ensure consistency and comparability of reporting.
	Q5: From the commentary in the discussion paper it states that this is the type of reporting and information that investors, analysts, banks and regulators want to see disclosed within an entity’s reporting arrangements.  If this is the case, it is probably sensible to base the reporting arrangements on an organisation's business model and its sustainability in the short, medium and long term.  Further consultation may be required coupled with the outcomes from the pilot program to refine and clarify what the users actually want to see reported.

Under the majority of capital markets and their respective financial reporting frameworks, there is a requirement to have financial information audited or reviewed.  The discussion paper does not cover any future requirement for the "other information" that may be included in the integrated report to be assured at some level.  If the information is to be assured there are a number of questions to be asked:
• who can assure the information?
• what level of assurance is required?
• what expertise will be required to assure this information?
• will the form of the audit or review opinion/conclusion be consistent across the engagements?
• need for new/revised audit and assurance standards under an integrated reporting framework?



	Q6: The concept of multiple capitals is helpful in explaining how an organisation creates and sustains value.  All entities have a number of capital inputs and together with human capital, create outputs that need to be sustainable well into the future.

The AUASB would recommend that each of these "capitals" be clearly defined as part of the overall definition of "value" to an entity under the international integrated reporting framework.

Under the heading of "Human capital" as noted at page 11, there is no discussion around leadership.  The AUASB would see this as a critical area to be “measured” under an international integrated reporting framework.  Criteria would need to be developed to support how leadership would be measured.




	Q7: In the absence of a developed conceptual framework for integrated reporting, it is difficult to comment.  The Guiding Principles appear relevant, but need to be developed further.  The key underpinning elements of an integrated report have not been identified, and we consider the elements listed to be closer to user needs.
The AUASB makes the following points/raises the following questions on the Guiding Principles:

1.  Strategic focus - how will performance of the strategy be measured?

2.  Connectivity of information - consider including how the organisation responds to change. Financial is the "traditional" and easiest way to summarise overall performance.  Integrated reporting appears to want to highlight the various components, however they will only be meaningful if the contribution to performance can be clearly demonstrated and risks mitigated.

3.  Conciseness, reliability and materiality - There is mention under this point about reliability being enhanced by mechanisms such as robust stakeholder engagement and independent, external assurance.  The international assurance framework requires suitable criteria (framework) against which to measure the subject matter, in order to determine compliance and hence issue an audit/review conclusion.


	Q8: The content elements in the discussion paper provide a sound foundation collectively for preparing an international framework for integrated reporting.

Some further points to make on the Content Elements:

1.  Point 3 Strategic objectives and strategies to achieve those objectives: On page 14 there is discussion about the competitive advantage of an entity.  The challenge will be to reconcile the need for greater disclosure around an entity’s strategies and risks while maintaining the entity’s competitive advantage and avoiding disclosure of sensitive information to competitors.

2.  Point 5 Performance: What performance the entity is trying to measure will need to be clearly defined.  Should performance be across all the content elements and not just a standalone element?   

	Q9a: Generally we agree with the main benefits as stated on page 23 of the discussion paper.  

Additional potential benefits include greater organisational clarity and streamlined reporting processes, which in the longer term should be more cost effective.  It should be noted that there is likely to be an initial cost and effort to the organisation to realign their internal reporting processes.


	Q9b: As stated, the main challenges appear to be:

1.  The issue raised in the paper regarding harmonisation of an integrated reporting framework within each jurisdiction’s regulatory and legal environment is probably the most significant long term challenge, given the lack of an existing global framework covering any of the non-financial information reporting. 

2.  Another challenge is comparability of, and consistency in, the type of information to be reported under the framework.  This observation is made on the following basis:

• the sheer range of industries that entities can operate in, as well as their future ability to operate in many different industries (diversification);

• vastly different political systems and environments in operations around the world (impacting governance and sustainability areas and the relative importance of all non-financial information gathered and reported);

• differing volume and complexity of transactions to be captured within entities; 

• existing laws and regulation that may be in place governing the entity (e.g. Corporations Act, regulations and standards set by local regulators etc.); and 

• nature of the entity itself (public/private sector, for-profit, not-for profit).

3.  Pace of change / Perceived rate of change: The community now has a view about the pace of change, and may not react well to additional requirements being imposed for integrated reporting, especially as it is still very uncertain what integrated reporting may involve under a new framework. 
4.  Assurance will be required on integrated reports and the audit and assurance framework needs to dovetail into the reporting framework.


	Q9c: Yes from the perspective of investors.  However we must remember there are a number of stakeholders beyond investors that are going to be interested in an integrated report e.g. banks, employees, consumers, regulators etc. and their needs for more comprehensive reporting also needs to be met from the integrated report.  The entity must also consider that other users of the information may also gain a greater level of comfort from the other components of the integrated report if they are assured by an appropriately qualified assurance practitioner.
	Q10a: As noted above, the AUASB believes that the first step should be to develop a conceptual framework and from that, a clear definition of integrated reporting rather than just focusing on the outputs from the process.

Generally the next step actions listed by the IIRC seem appropriate however the timing / timetable for these steps appear quite aggressive.  A conceptual framework with a clear definition of integrated reporting including consideration of the form in which an integrated report may take would provide a solid basis for the pilot program. The pilot program is then a key step in developing an effective reporting framework exposure draft coupled with the responses/input from this discussion paper.


The AUASB would see harmonisation as defined under the future direction as one of the most challenging areas and as such it should be afforded a high priority.


	Q10b: Developing the international integrated conceptual framework and a clear definition of integrated reporting and its purpose should be the first step in the process.  Once this has been completed, the pilot program would have a strong foundation on which to base its outcomes and to assess its effectiveness.  Running parallel to the pilot program would be the harmonisation process.
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	Key_points: 1.  The international integrated reporting conceptual framework as summarised in the discussion paper (page 2) is premised on "a reporting framework that provides the information needed to assess organisational value in the 21st century" and how organisations represent their value‑creation process.  An integrated reporting framework will need to define and provide broad parameters or metrics to measure organisational value across a broad range of industries and entities.  In addition the framework should provide the key principles to ensure information that is reported is comparable and achieves the "core objective" as stated at page 2 being improved communication to stakeholders.

2.  The development of integrated reporting is premised on the formulation of a conceptual framework which provides the building blocks to a robust integrated reporting framework.  The framework should clearly define integrated reporting, its purpose and the users of the integrated report and consider the form which an integrated report may take.  In the development of an integrated reporting framework there needs to be ongoing recognition that there is a robust historical financial reporting framework that continues to be relevant in multiple contexts. Moving to an integrated framework should build on this strong base and be driven by the information needs of the users.

 In the immediate future while an integrated reporting framework and the pilot program are being developed and implemented, it may be necessary to consider reporting in parallel i.e. the integrated report linked to financial reporting.  There are a number of key areas being addressed under the financial reporting framework and until these have been resolved it may be premature to fully integrate the report.


3. The area of audit or more broadly, assurance was not generally discussed in the paper and would need to be further considered as part of the next steps in developing an international integrated reporting framework.  There is a need to consider what type of assurance would be required on non-financial statement information reported (reasonable or limited assurance).  Limited assurance is commonly referred to as a review and reasonable assurance is commonly referred to as an audit.  

Additionally, consideration needs to be given to, who would provide assurance and how it will be provided.   The AUASB Australian Framework for Assurance Engagements defines assurance practitioner in broad terms which allows a broad application and access to a wide skills base, whereas the International Framework for Assurance Engagements would appear to have a narrower definition.  In any event qualifications, skills and competencies of assurance practitioners should be considered, along with whether any regulatory or registration framework is required.

Once an integrated reporting framework has been developed there is likely to be the need for new or revised audit and assurance standards and guidance beyond the existing suite of auditing standards.  International and national standard setters will need sufficient lead-time to engage with stakeholders and assess the need for further standards or guidance.


	Q11: 1.  Integrated Reporting seems to be based on the premise of "organisational value".  Value and to whom needs to be further defined within the Integrated Reporting conceptual framework.
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