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OFR Working Group Consultation Document

Bay 664

Department of Trade & Industry

1 Victoria Street

London 
SW1H 0ET






18th September, 2003

Dear Sir/Madam,

Response of the UK Social Investment Forum (UKSIF) to The Operating and Financial Review Working Group on Materiality: Consultation Document
UKSIF is grateful for the opportunity to respond to the DTI’s consultation on materiality within the context of company operating and financial reviews.  Our response is informed by consultations with SRI specialists from across UKSIF’s diverse membership base.  

UKSIF would like to make the following comments in response to the consultation document:
1. Broad support for the approach whilst highlighting potential problems

UKSIF would like to express broad support for the approach to defining materiality adopted by the working group. The approach taken by the working group is considered more useful than mandatory prescriptive environmental and social reporting. We see it as appropriate that the directors of a company are responsible for determining what is material to their company, and that they should have the skills required to do so. 
However, we also support the role of auditors in examining the process by which material issues are identified (para. 43 vi.), as it ensures that risks are appropriately considered by the board. However, we have concerns regarding how auditors would handle situations where doubts arise, and who they would inform of these doubts. We support the use of peer review (para. 38 & para. 44 Q4) as we believe that this will help to ensure consistency between reporting styles, facilitating comparisons between companies by investors. UKSIF is also pleased that the issue of confidentiality will not be able to be used as a ‘get out clause’ for disclosure of potentially damaging information (para. 40). We see this as an important factor in protecting the interests of members. 

2. Suggestions for the implementation process
UKSIF sees the role of the standards-setting body (para. 36), which will set down detailed rules on reporting styles on issues considered material, as pivotal. The use of a common framework of reporting on each issue will facilitate comparison between companies within an industry sector, and is therefore considered important for investors. However UKSIF is concerned that the process by which these standards are drawn up is appropriate. Specifically, we recommend that appropriate experts in the various issues to be disclosed are involved in the writing of the standard, and that wide consultation takes place on any standards that are set. We suggest that the membership of the standards-setting body should vary in order to reflect expertise on each risk to be addressed. UKSIF would be happy to comment on the makeup of the proposed board to address this work.

During our consultaion with members there was some confusion as to the number of companies that the guidance will cover. We would recommend that a wide range of companies be included to enhance transparency across the spectrum of UK business.
3. A call for a similar approach to be incorporated into the FSA listing rules

The FSA is currently undertaking a review of the listing regime, during which the potential for expanding information disclosed for listing requirements to include environmental and other liabilities is being considered. UKSIF strongly recommends that the requirements for disclosure in the OFR be made consistent with the new requirements of the UK Listing Authority. This will minimise the burden on companies and will send a common message to boards on the type of information required by investors.  Investors need comparable information from all companies listed in London, not just UK-registered companies that will produce an OFR.  Extending the OFR requirements into the Listing Rules would create this level playing field. For this reason, this letter will be copied to Ken Rushton at the UK Listings Authority for his information. 

If you have any questions about the opportunities outlined above, please do not hesitate to contact me.

Best wishes

Helen Wildsmith

Executive Director

UK Social Investment Forum (UKSIF)
About UKSIF & Just Pensions
The UK Social Investment Forum (UKSIF) is the UK’s membership network for socially responsible investment (SRI). UKSIF's 250+ members include institutional investors, pension funds, investment consultants, trade unions, NGOs and individuals interested in SRI.  For a full list of UKSIF members, please see UKSIF’s 10th Anniversary Review of Activities, which is enclosed.  Just Pensions (JP), UKSIF’s mai programme, was established in September 2000 by Traidcraft and War on Want.   Since October 2002, JP has been managed by UKSIF and is part-funded by the Department for International Development (DFID). JP aims to promote the development and awareness of SRI amongst pension trustees and fund managers to advance international development.  JP was formed in response to the amendment to the 1995 Pensions Act, which came into force in July 2000, requiring all occupational pension funds to disclose in their statement of investment principles (SIPs) the extent to which pension fund trustees take into account social, environmental and ethical (SEE) considerations.  In addition to UKSIF’s programmes, the Forum also provides the secretariat to the All-Party Parliamentary Group on SRI.  For further information, please visit www.uksif.org and www.justpensions.org.   
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