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SUSTAINABILITY REPORTING AND INTEGRATED REPORTING

Large corporates have come under increasing pressure to conduct their
business in a more transparent and responsible manner. In order for business to
fulfil its obligations under the ethic of accountability stakeholders must be given
relevant, timely, and understandable information about their activities through
corporate reports. The conventional company reports on annual financial
performance, sustainability and governance disclosures often fail to make the
connection between the organization’s strategy, its financial results and
performance on environmental, social and governance issues. Recognizing the
inherent shortcomings of existing reporting models, there is a growing trend to
move towards integrated reporting [1].

A sustainability report is a report published by a company or organization
about the economic, environmental and social impacts caused by its everyday
activities. A sustainability report also presents the organization’s values and
governance model, and demonstrates the link between its strategy and its
commitment to a sustainable global economy. Sustainability reporting can help
organizationsto measure, understand and communicate their economic,
environmental, social and governance performance, and then set goals, and manage
change more effectively. A sustainability report is the key platform for
communicating sustainability performance and impacts — whether positive or
negative [2].

Sustainability Reporting is about communicating the organization’s approach
to managing its key environmental and social issues. It is about communicating
publicly how the company assesses which environmental and social issues are most
significant to the company (“materiality”), how these issues are managed and how
the company is performing against each of these key issues (performance data).

An integrated report is a narrative document — in contrast to numerical
financial statements — that explains how a company’s current operations may affect
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its long-term profits. It’s often illustrated by information graphics and statistics, but
the focus is on explaining the connections between the company’s various activities
and how the different parts contribute value.

Integrated reporting is one step further — about communicating, how the
company manages its long term value creation by taking an integrated approach to
both traditional risks and these wider sustainability risks. Instead of reporting on
financial performance and sustainability performance separately, or even within the
same AR, Integrated Reporting intends to show how the company integrates
environmental & social thinking into its business [3].

Comparison of Financial, Sustainability, and Integrated reports is shown in the

table below.

Table 1. Comparison of Corporate Reporting

Item

Financial report

Sustainability report

Integrated report

contains a set of numbers
indicating the most recent
financial and economic health
of the organization. Key

contains mainly non-
financial data. It includes
such things as employee
satisfaction and corporate

contains both financial and non-
financial data linked by a
narrative explaining what the
data means for future corporate

Information information is revenue, tax awareness of the local profitability. Also, how the
paid, profits, assets, community, through to company can derive profit from
liabilities, and cash flows recycling and carbon programs that benefit the social

reduction initiatives and natural environment
investors, stockbrokers, a wide circle of equity investors, stockbrokers,
providers of finance and stakeholders employees, and providers of debt finance

Users capital, and government customers, the general

regulators community, investors, and

business suppliers
is a concept used by an is a relevance filter that is a relevance filter that helps
auditor to assess whether a helps decide whether decides whether information
piece of financial data would | information should be should be included based on
influence a finance provider’s | included based on whether | whether it could influence the

Materiality | investment decisions, and it is important enough to providers of finance capital to
then to determine the data’s the various interests of the | provide, or withhold, capital to
accounting treatment or audience to be covered by | the organisation in the short,
whether it is worthy of a the report medium or long-term
special note
is backward looking. It looks to the near past, looks to the near and far future

Ti . contains data for the financial | present and near future
ime horizon . .
year just ended, and typically
the year before that.
primarily numerical, and the | both numerical and primarily narrative
numbers are presented narrative
Format . ,

according to the country’s

relevant accounting standard

must be audited, with can be assured, which isa | data can be assured according to

exceptions for smaller broader term than audit. the same standards that apply to
Audit companies Assurance of sustainability | financial and sustainability

reports is not mandatory. reporting. The narrative cannot
be assured

is prepared according to rules | is prepared according to is prepared in accordance with

set by the country’s relevant | the various global the descriptive framework
Rules accounting standard and standards for non-financial | provided by the International

submitted to the country’s
corporate regulator

reporting, or the latest
version of the Global
Reporting Initiative

Integrated Reporting Council.
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Sustainability reporting can be considered as synonymous with other terms for
non-financial reporting; triple bottom line reporting, corporate social responsibility
reporting, and more. It is also an intrinsic element of integrated reporting; a more
recent development that combines the analysis of financial and non-financial
performance.

Building and maintaining trust in businesses and governments is fundamental
to achieving a sustainable economy and world. Every day, decisions are made by
businesses and governments which have direct impacts on their stakeholders, such
as financial institutions, labor organizations, civil society and citizens, and the level
of trust they have with them. These decisions are rarely based on financial
information alone. They are based on an assessment of risk and opportunity using
information on a wide variety of immediate and future issues [2].

The value of the sustainability reporting process is that it ensures
organizations consider their impacts on these sustainability issues, and enables
them to be transparent about the risks and opportunities they face. Stakeholders
also play a crucial role in identifying these risks and opportunities for
organizations, particularly those that are non-financial. This increased transparency
leads to better decision making, which helps build and maintain trust in businesses
and governments.

The integrated report’s conciseness (ideally), plus its focus on the long term,
are the fundamental differences between it and an annual report.

What makes it different from a sustainability report is that an integrated report
asks whether the impacts that have been identified in a sustainability analysis will
have a positive or negative effect on the company’s value.

The other key difference between an integrated report and a sustainability
report is that an integrated report needs board sign-off. That encourages companies
to ensure the finance team is involved in the making of an integrated report.

An integrated report is not intended to replace a company’s financial
statements, although it typically replaces the annual report. It may also replace the
sustainability report, although this possibility is more controversial [4].

So in other words, an integrated report should provide an outline of the future
by linking financial and non-financial data to estimate how current operations
might create (or destroy) profits in the future. Non-financial data might range from
such things as employee satisfaction, through the amount of water a company uses
per production unit, all the way to external social wellbeing.
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MOPIBHSIJIbHUM AHAJII3 HAIIIOHAJIBHUX TA MIZKHAPOJHUX
CTAHJIAPTIB OBJIIKY JJEBITOPCbKOI 3ABOPTOBAHOCTI

CyuyacHi ianpueMCTBa 3/11IMCHIOIOTH CBOIO JIISUTHHICTh B YMOBAX JIMHAMIYHOTO
PO3BUTKY PO3paxyHKOBO-ILIATIKHOI CHCTEMHU, IO MPSMO BIUIMBAE Ha CTaH Taly3ei
ekoHOMIKH. CKIIaJHUM KOMIIOHEHTOM pPO3PaxXyHKOBO-IUIATLKHUX BIJHOCHH €
B3a€MHa 3a00prOBaHICTh MIAMPUEMCTB Ta BHYTPIIIHI pO3paxyHKH MIANPUEMCTBA.

3 METOI0 MPaBUIILHOT OpraHizallii 00Ky, HACTYITHOTO TOTaIllIeHHs i CITUCaHHs
3a00proBaHocTi 3 OajaHCy MOTPIOHO JaTH BU3HAYEHHS MOHATTIO «J1e0ITOpPChKA
3a00prOBaHICThY.

JlebiTopchka 3a00proBaHICTh - CyMH, SIKI HAPAXOBYIOTHCS MIANPUEMCTBY Bijl
MOKYMIIIB 32 TOBapu ab0 MOCIIYTH, MIPOJIaHl B KPEIIUT.

YcraHnoBieHo, 1m0 1e0ITOPChbKy 3a00pProBaHIiCTh MOKHA PO3TIISIATH Y TPhOX
acTeKTax:

1) six cioci0 morameHHs KpeauTOPChKoi 3a00proBaHOCTI;

2) SIK 4YaCTHHY IIPOJAHOT NPOAYKIIi MOKYIISM, aje 1€ HE OIUIaYeHoT;

3) SK OOWH 3 €JEMEHTIB OOOPOTHUX AKTHUBIB, SIKI (DIHAHCYIOTHCS 3a PaXyHOK
BJIACHUX 200 MO3UKOBUX KOMITIB [1].

Cucrema OyxraaTepchbkoro oOJIKy KOXHOI KpaiHM B TMpPOIECl CBOIO
ICTOPUYHOTO PO3BUTKY (GopMyBasiacs i BIUIMBOM IIUJIOI HU3KK (DaKTOPIB,
MOB'SA3aHUX 3 BIAMOBIJHUM COIIIAJIBHAM , C€KOHOMIYHUM 1 KYJbTypHUM
cepenoBuilieM. Take pPI3HOMAHITTA CUCTEM OYyXTaJITEePCHKOTO OOJIKY MPHUBEIO JI0
dbopMyBaHHS MDKHAPOJHHUX CHCTEM PETYJIIOBaHHS OyXTaJTepChKOro OOJiKY,
HauOIbII  TommpenuMu cepen  skux € MC®3  (Mixuapogui Crangaptu
dinancoBoi 3BITHOCTI), M0 MAarOTh YCIMIX Cepel KOMITaHii KpaiH €BpOMEeHCHKOI
YaCTUHU CBITY Ta JIEAKUX KpaiH A3ii, Ta amepukancbki GAAP (3aranbHONpUAHSTI
[Tpuniunu ®inancoBoro O6miky), BukopuctoByBani B CIIIA, Benukobpuranii Ta
Snonii . Ockibku YKpaiHa € €BpPONEMCHKOI0 KpaiHOK, TO HEOOXITHO OlIbII
nuibHy yBary 3BepHyTd Ha MC®3. BignosigHo no 3akony Ykpainu «lIpo
OyxranTepchbkuii 00K Ta (iHAHCOBY 3BITHICTH B YKpaiHi», HalllOHAJbHI
CTaHJApPTH OyXrajaTepchbKoro oOOJIIKy HE IOBHHHI CYNEpPEeYUTH MIKHAPOIHUM.
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