< IR >

is gaining ground
By Stephen Downes

22

Stephen Downes
Team Leader,
GAAP Consulting

LET’S NOT over-complicate integrated reporting (<IR>). As firms and their
boards and senior executives become more aware of what it is, its basic
premise gets obscured. Complications afflict a patient who isn’t even sick.
At base, <IR> is a relatively new but
powerful idea: ‘integrated’ reporting
– either in annual or periodic reports
– aims to give a complete picture of a
firm’s activities and, based on these,
reasonable projections about the firm’s
future. In other words, integrated
reporting aims to provide investors,
shareholders and those interested in
a firm with a comprehensive picture
of it. Its aim is to increase investment
in better companies.
An ‘integrated’ report aims for simplicity,
stating clearly and in well-written prose
(that is easily understood by even nonspecialists) where a firm fits in society
– especially its management methods,
and how it reacts to environmental
and social responsibilities. Usually
accompanying a firm’s financial
statements, this inclusive style of
reporting also nominates goals in short,
medium and long terms.

CFOs need not fear.
They’re only one element
of a group responsibility.

”

<IR> has been a huge hit among 66
organisations that took part in a pilot
program run by the International
Integrated Reporting Council (IIRC).
After having published at least one

‘integrated’ report, 87 per cent of them
believed investors better understood
how they went about their businesses.
Seventy-nine per cent of them reported
improvements in decision-making,
and 78 per cent thought their boards
were thinking better about goals and
targets. They also thought they better
understood risks and opportunities.
PricewaterhouseCoopers, one of the firms
taking part in the program, found that
80 per cent of investors thought that the
quality of a company’s reporting affected
what they thought of its management.
Sixty-three per cent believed that how
companies reported affected the cost of
their capital. (CFOs take note!)
So, why is there a temptation to overcomplicate integrated reporting? Why,
in Australia, are firms slow to take it
up? Because to implement it requires
management courage and rigour as
well as skilled English. An integrated
report bares a company’s soul … It’s
an honest effort at transparency that
involves all aspects of a company’s
activities. And for some firms, this can
be threatening and time-consuming.
And time means money.
The Australian Securities and
Investments Commission believes
integrated reporting should be adopted
on a voluntary basis, and it is unlikely
that Australian governments of any
shade will make legislative changes to
oblige companies to adopt the method.

Directors’ liabilities are strict in
Australia, and there is little wriggleroom when shareholders act on
business predictions that go wildly
awry. ASIC’s position allays the fears
of many boards. But what kinds of
guarantees can companies dare to give
in integrated reports?
The buzzword is ‘assurance’ – in other
words, how much can we reveal with
confidence to our stakeholders without
our business risks being unmanageable?
A well-run, judicious firm shouldn’t have
problems sorting this out, and to clog
integrated reporting with a long-term
‘assurance’ debate will simply slow
down its adoption.
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