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Stakeholder report:	AUSTRALIAN BUSINESS REPORTING LEADERS FORUM
	FOR ATTENTION OF THE FRC
· From beginnings in early 2020, the system envisaged in the Accountancy Europe diagram previously discussed with the FRC is quickly coming to life. If developments continue at this pace, and all indications are that they will, the envisaged end game of a renewed IFRS Foundation forming an International Sustainability Standards Board, and overseeing the entire global corporate reporting system with the support of IOSCO, by COP26 in November 2021 is possible. 
· With the Value Reporting Foundation merger imminent (1 June 2021, with the final approval for this expected on 20 May 2021), more global key players are recognising that:
· the <IR> Framework is the appropriate conceptual framework for connected corporate reporting (refer the circle in the Accountancy Europe diagram)
· an integrated report with material SASB and IFRS metrics is an appropriate flagship report; and 
· broader assurance needs to be a core component of the system and not an add on for ‘later’.
In Australia, the flagship report is likely to usually be the Operating and Financial Review, which can be based on integrated reporting concepts, and include material IFRS metrics and SASB metrics (including in relation to climate change).
· Through the FRC, Australia can remain abreast of global developments, have an input to them as Australia has achieved in the past (eg in relation to the creation and implementation of IFRS), and adapt the Australian corporate reporting system so that it remains fit-for-purpose and globally aligned. This will have implications for the AASB, AuASB and the other key capital markets institutions represented on the FRC. We encourage the FRC to continue developing its thinking in this area.
· We believe that the BRLF as a reporting stakeholder has established a track record in advising the FRC on global developments and local implications. Given: 
· the institutional changes proposed globally
· the creation of the Value Reporting Foundation and its involvement with IOSCO and the IFRS Foundation, and 
· the plans by the Value Reporting Foundation to create an international forum for its ‘go to’ bodies around the world (see below), 
… the Business Reporting Leaders Forum stands ready to assume a more formalised advisory body role for the FRC if the FRC sees merit in that.
· With the BRLF Secretariat now being provided by the Deakin University Integrated Reporting Centre and the BRLF being the Value Reporting Foundation’s ‘go to’ body in Australia, a formalisation of the BRKF as an FRC advisory body would mean that the FRC would not need to devote significant resources of its own in keeping on top of global developments, thinking through Australian implications, or forming new advisory groups and other such initiatives.



Key ACTIVITIEs / MATTERS RELEVANT TO THE FRC OBJECTIVES[footnoteRef:1] [1:  This report should be read in the context of the March 2021 BRLF stakeholder report. This report does not repeat the key information in the earlier report, which remains relevant and is the foundation of this report.] 

Global Developments
Convergence of the global system continues at pace – refer diagram in March 2021 report. Update:
· The Value Reporting Foundation. The need for rationalisation in the corporate reporting landscape is overwhelmingly supported by market participants to achieve clarity, simplicity and relevance for preparers and users. Disruption in the organizational architecture is required to achieve the successful endgame of a global comprehensive corporate reporting system that serves the needs of providers of financial capital and broader society. There is significant momentum from leading global players including the IFRS Foundation, IOSCO, the European Commission – and increasingly, the SEC – towards a comprehensive system. 
The merger of the IIRC and SASB as the Value Reporting Foundation on 1 June 2021 will better position the IIRC and SASB in supporting these key bodies. The Appendix to this report is a Summary Status Update following the IIRC Council meeting of 6 May 2021.
· End game. Global alignment of the corporate reporting system, ideally through the IFRS Foundation operating as an independent standard setter and framework provider, is the end game being sought. The Value Reporting Foundation believes the most productive route to successfully achieving this outcome is through working with the IFRS Foundation as it sets up the International Sustainability Standards Board (ISSB). 
The Value Reporting Foundation is represented on the technical working group established by the IFRS Foundation to give the ISSB a running start in developing standards, first for climate-related disclosures, and then broader sustainability issues[footnoteRef:2]. The work being undertaken by IOSCO, led by the US SEC and the Monetary Authority of Singapore, is also critical in establishing the basis for global endorsement giving legitimacy to the standards around the world.  [2:  As reported in the March 2021 BRLF stakeholder report, the IIRC and SASB are part of a group of five (the ‘Group of 5’) framework providers and standard setters (IIRC, SASB, GRI, Climate Disclosure Standards Board and Climate Disclosure Project) who have proposed a broader business concept of ‘sustainability’, revolving around enterprise value creation and the six capitals of the <IR> Framework, incorporating intangible drivers of business value. This broader concept is being embraced by IOSCO and the IFRS Foundation. The Group of 5 also developed a prototype climate disclosure standard which is being used by the working group establishing the ISSB.] 

Clearly, the scope and timescales involved are important factors in determining the degree to which the Value Reporting Foundation can provide technical and outreach support to this process – but it is ready to do whatever it can to engage with this process. Over time, certain functions of the Value Reporting Foundation may be absorbed by the ISSB, and the Value Reporting Foundation will remain open to facilitating the best ultimate outcome that supports market adoption. The Value Reporting Foundation believes the principles and concepts of integrated reporting – including the connectivity of information, the multiple capitals and integrated thinking – have a crucial place within this global system of frameworks and standards.
· Extending the Value Reporting Foundation’s Reach to the country level. The Value Reporting Foundation will seek to formalise arrangements for in-country bodies to which it looks for local market intelligence and advice, and for local deployment of Value Reporting Foundation initiatives. It will also work towards a collaboration forum for those bodies later in 2021. The Value Reporting Foundation is not expecting that these bodies will necessarily be in-country Value Reporting Foundation committees, although they may be. The Foundation recognises the need for solutions appropriate to local markets.
For instance, the IIRC has always seen the Australian Business Reporting Leaders Forum as its ‘go to’ body in Australia. Similarly, it has looked to the Italian Organisation for Business Reporting in Italy, the World Intellectual Capital Initiative in Japan, and the US Integrated Reporting Community in the USA. Some countries do in fact have IIRC committees, such as the South African Integrated Reporting Committee. In a number of countries, the relevant body is under the auspices of government, including where the government supervises the local professional accounting body (eg India, Russia).
· Integrated reporting assurance. With integrated reporting assurance now emerging (and Australia playing a leading role) and being ‘mainstreamed’ by the International Auditing and Assurance Standards Board, the Value Reporting Foundation is developing its strategic position on integrated reporting assurance. This position will address instances when integrated reports include metrics required by SASB Standards and recommendations from the TCFD or World Economic Forum’s International Business Council (for instance, in relation to climate change). The Value Reporting Foundation strategic position on assurance is likely to be that assurance needs to be a core component of converging global corporate reporting system. To this end, it has formed an Integrated Reporting Assurance Task Force.
Australian implications
· An appropriately tailored Australian position. The above global developments continue to re-enforce the importance of the FRC decision of 13 August 2020 to broaden its remit in parallel with global developments. Through the FRC, Australia is ready for the global end game and stepping stones in between, and driving the best of the globally converged system while having an appropriately tailored Australian system. For instance, if Australia wants to take a ‘climate reporting first’ approach, it might find the prototype climate reporting standard developed by the Group of 5 to a useful starting point.
· The Australian Business Reporting Leaders Forum (BRLF). The BRLF remains ready, willing and able to be Australia’s in-country body for the Value Reporting Foundation. However, it believes its position in that respect would be strengthened if it was also a formal advisory body for the Financial Reporting Council, recognising our earlier recommendation (included in the letter to the Assistant Federal Treasurer) that the Financial Reporting Council become the Australian equivalent of what occurs with the IFRS Foundation and Value Reporting Foundation after COP 26 in November.
· The Deakin University Integrated Reporting Centre (DIRC). The BRLF remains housed within the Deakin University Integrated Reporting Centre (DIRC), following transition of the BRLF Secretariat from KPMG to the DIRC in 2020. This means that the BRLF is now backed by the research and teaching resources of the Deakin University Faculty of Business and Law. The sponsors of the DIRC are the London-based Association of Certified Chartered Accountants (ACCA), CAANZ, and KPMG, as well as the Deakin University Faculty of Business and Law itself. 
· Deakin measure of integrated reporting quality. The major research initiative currently being undertaken by the DIRC is developing a measure of integrated reporting quality, which will have a diverse range of uses. No measure with the attributes being sought currently exists in the world, and so the Deakin measure will make a difference. It is expected that the measure will be used by the Value Reporting Foundation in support of global integrated reporting adoption statistics, statistics in various countries (eg by KPMG in relation to the ASX 200 in Australia and by the University of Witwatersrand in South Africa), and academic research papers that are published in the world’s highest rated journals. This measure could also be of use to the FRC in understanding the quality of integrated reporting adoption in Australia, and the BRLF / DIRC would be pleased to discuss how the use of the measure could be tailored to the FRC’s needs.
· Assistant Federal Treasurer / Treasury. The letter arising from the meeting between the Assistant Federal Treasurer, Bill Edge, John Stanhope and Michael Bray on 28 January 2021 asked that a briefing be arranged with The Treasury to brief officers on the matters covered in this BRLF Stakeholder Report. That briefing took place on 22 April 2021, and focused on implementation matters. It was stressed that no changes in institutional arrangements would be necessary, but that it would be appropriate to change the name of the Financial Reporting Council to something more in keeping with global developments. The senior Treasury officer in attendance concluded the meeting saying, “This was incredibly useful”.

SUMMARY STATUS UPDATE - Following IIRC Council meeting of Thursday 6 May 2021 
“This is a landmark meeting of the IIRC Council, and represents an important milestone in our strategy to achieve a globally-accepted and comprehensive corporate reporting system”, Barry Melancon, IIRC Board Chair, 6 May 2021 
Strategy 
Our strategy in recent years has been focused on the two pillars of convergence and market adoption of the integrated reporting framework and integrated thinking. We have sought to respond to business and investor demand for greater simplicity and cohesion in the landscape of reporting frameworks and standards. In this effort, we joined forces with the leading global players all of whom set out a joint vision in 2020 and a prototype framework on climate-related financial disclosures, utilising the intellectual capital of all these established and respected bodies. 
Our goal is to achieve a globally-accepted and comprehensive corporate reporting system. 
This collaboration led us to explore a merger with SASB, following the announcement of our intention to merge in November 2020, we are now looking to implement. Through our joint work, we found increasingly that our respective philosophies, adoption journeys and technical resources were complementary and scalable globally. They have also been tested and proven to meet investor demands and business needs. We have been delighted with the market reaction to the merger, which has been overwhelmingly positive. 
Our work with stakeholders all over the world has continued to reflect the increasing demand for our concepts and in-country networks remain a source of strategic strength, not only in delivering the education and training support but also by providing us with constant real-time insights on market trends as well as business and investor needs that informs our strategy and feeds into our framework development. 
Value Reporting Foundation – the rationale 
1. The rationale for creating the Value Reporting Foundation is compelling for three reasons: The need for rationalisation in the corporate reporting landscape is overwhelmingly supported by market participants to achieve clarity and simplicity for preparers and users. 
2. Disruption in the organizational architecture is required to achieve the successful endgame of a global comprehensive corporate reporting system that serves the needs of providers of financial capital and broader society. 
3. The combined resources, technical strength and relationships of the IIRC and SASB that will form the Value Reporting Foundation provide impetus for developing a clear set of global standards relevant to enterprise value creation. 
The IIRC Council 
The IIRC Council represents the heart of our movement, bringing together different constituencies from across the world, united by a belief that normalising integrated thinking and reporting will lead to better economic, social and environmental outcomes. The breadth and depth of expertise of Council members (and their representatives) means that our strategy remains relevant. Council members’ involvement in jurisdictional activities, such as local networks, education or advocacy programmes means that we have an army of ambassadors, complementing the work of our staff and other stakeholders, between our very valuable twice-yearly Council discussions. 
The work of our Council will continue when the proposed Value Reporting Foundation comes into being. It will provide input and advice to our strategy and continue provide insights on regulatory and market developments. It is, and will remain, a very clear demonstration of our global reach. 
Towards a successful endgame 
It may seem premature to be discussing a successful ‘end-game’ at the point of establishing the Value Reporting Foundation. However, as with the IIRC itself, we are not in the business of creating organizational structures for their own sake – and we do want the Value Reporting Foundation to be a catalyst towards achieving a globally-accepted and comprehensive corporate reporting system. 
We believe the most productive route to achieving this successful outcome is through working with the IFRS Foundation as it sets up the International Sustainability Standards Board (ISSB). Already, the proposed Value Reporting Foundation is represented on the technical working group established by the IFRS Foundation to give the ISSB a running start in developing standards, first for climaterelated disclosures, and then broader sustainability issues. The work being undertaken by IOSCO, led by the US SEC and the Monetary Authority of Singapore, is also critical in establishing the basis for global endorsement giving legitimacy to the standards around the world. 
Clearly, the scope and timescales involved are important factors in determining the degree to which the Value Reporting Foundation can provide technical and outreach support to this process – but we are ready to do whatever we can to engage with this process. Over time, certain functions of the Value Reporting Foundation may be absorbed by the ISSB, and we remain open to facilitating the best ultimate outcome that supports market adoption. We believe the principles and concepts of integrated reporting – including the connectivity of information, the multiple capitals and integrated thinking – have a crucial place within this global system of frameworks and standards.
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