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Integrated reporting: formation and evolutionary development

This article reviews theoretical aspects of integrated reporting, which poses as a new model of corporate re-
porting. It also establishes the essence of integrated reporting, identifies its pros and cons, and determines
fundamental distinctions between traditional and integrated reporting. For this research following methods
were used: systematic approach, generalization, comparison, analysis, and tracing cause and effect relation-
ships. The goal of the integrated reporting preparation is studied in accordance with the International Inte-
grated Reporting Standards. Research papers of foreign scholars regarding the questions of integrated report-
ing were used as a methodological groundwork of this research article. Along with this, the article presents.a
table where a comparative description of financial and integrated reporting is made, which makes it possible
to reach a new level, providing users with better, reliable and reliable information. In the outcome, it was dis-
covered that as soon as companies start the practice of using integrated reporting it will result in the higher
trust of investors, which increases their investment attractiveness, what will have a positive impact on the
state economy on its way to the world’s top 30 competitive countries.

Keywords: integrated reporting, financial reporting, non-financial information, sustainable development, en-
vironmental report, social report, economic report, future orientation, corporate governance, investment deci-
sion.

Financial reporting prepared in a certain reporting period.is the purpose and the result of the accounting
process.

If financial reporting provides a result of keeping financial records, management records are the result
of management accounting. There are various approaches in the formation of indicators in reporting since
each kind of accounting is oriented to and aimed at a specific group of users.

Financial reporting exposes certain aspects and results of the enterprise’s activity. Due to the fact that
over several years it has being composed within the framework of legislative and regulatory texts following
certain regulations, it is to the users understanding which indicators they are interested in and what can hide
behind them.

It is much more complicated with management reporting because a wide circle of users within the
framework of record-keeping suggests the creation of different information and, by the request, report for-
mation, which include not only:data fixed in the statistics, but also the estimates.

Users today are interested in enterprises not only as a source of gross product creation but also as sub-
jects bearing social and-environmental responsibility. The interest of external users in the specified infor-
mation led to the emergence and development of the social and environmental report.

Integrated reporting provides complete and reliable information about the enterprise, and which in-
cludes data on_strategic plans and future prospects of the company. Along with all mentioned above, inte-
grated reporting contains non-financial information, for example, an enterprise development strategy and
plan, an environmental and social component of an enterprise’s activities, an enterprise management style
and ' model, plans for the future, that is, about upcoming events that will affect the enterprise’s future activi-
ties.

Integrated reporting essentially differs from traditional financial reporting in many aspects, focusing on
the transparency of the reflection of all resources that the enterprise has. The information generated has an
impact on decisions made by investors, auditors, owners, etc. Therefore, users expect more transparent in-
formation from a non-financial report, which is aimed at an adequate management decision.

In addition, it can be elucidated, that the system and forms of compiling integrated reporting are not
fixed by legislative and regulatory documents. It is recommended to formulate information in accordance
with the listed principles: strategic orientation, consistency of information, orientation to the future, the in-
volvement of stakeholders and orientation to their needs, sustainability and materiality.

The main goal of the formation of integrated reporting is to present all areas of the enterprise in
a more concise form. Information compiled on the principles of integrated financial reporting enables enter-

Cepusa «3koHoMuka». Ne 4(96)/2019 345



L.K. Mussipova, G.N. Nakipova et al.

prises to correctly conduct in-depth analysis and on its basis, draw conclusions on the sustainable develop-
ment of companies.

The purpose of financial reporting is also enshrined in the International Integrated Reporting Standards,
as a presentation to a wide circle of users of information on the financial situation, financial results and cash
flows of the company, which is necessary when they make decisions on economic matters.

However, in the modern development of enterprises, when many companies have suffered from the
consequences of the global financial crisis, operating functions of business entities on the market have
changed. Since the information contained in the financial statements does not reflect the full picture of the
entity, it becomes insufficient for medium and long-term economic decisions, both by investors and other
users of financial statements. There is a growing need for other non-financial information on the subject,
since these aspects often have a significant impact on the assessment of the real situation of company-and the
prospects for its further development. Therefore, along with financial reporting, the procedure and the need
of which is strictly regulated by the regulatory legal acts of each state, such an improved reporting model as
integrated reporting is becoming increasingly popular in world practice.

The problems and prospects of integrated reporting development are devoted to the scientific works of
Russian authors such as A. Vyruchaeva, L.N. Gerasimova, V.G.Getman, T.Y.Druzhilovskaya,
U.Y. Roshchektayeva, A.N. Khorin, A.V. Brovkin, O.E. Medvedeva, G.I. Mikerin; P.V. Medvedev.

As reported by Chkhutiashvili L.V. the purpose of integrated reporting is to avoid confusion and pro-
vide clear, concise and understandable information about the company.. Integrated reporting inherently aims
to better convey to users how the company works [1].

According to authors such as Khorin A.N., Brovkin A.V. the ultimate goal of integrated reporting is to
implement a multidimensional measuring approach to monitoring the creation of the organization's values,
including economic, environmental and social performance in the long term. It was noted that the initial for-
mation of value occurs by involving external resources in the economic turnover, as well as, value is created
through relations with market participants, creating effects in'the external environment [2].

Gerasimova L.N. believes that the goal of compiling integrated reporting is to present in a concise form
all the areas of the company’s activities in interconnection in the form of information that is understandable
to any user who does not even have special knowledge. Based on this, the author defines the essence of inte-
grated reporting as a single document, which reflects significant and accurate information about the compa-
ny's strategy, corporate governance system and performance indicators in the social, economic and environ-
mental fields [3].

In this matter, it can be concluded, that integrated reporting is a new improved reporting form, which
implies the presentation of brief but meaningful information about all the aspects of company, both financial
and non-financial in the short, medium and long term.

The first integrated report appeared in 2001, and in 2010 the International Committee for Integrated
Reporting was created.

The International Committee for Integrated Reporting has developed an international standard for inte-
grated reporting, which sets out and exposes the main elements of an integrated report that is to be disclosed,
for example, financially measured indicators — income, tax payments, etc. Along with this, non-financial
ones are also revealed — the sustainability of the business model, environmental and social consequences.

Integrated reporting involves a combination of financial and non-financial indicators.

One of the most important and common indicators that investors are interested in is the financial result,
which is expressed in the form of an increase in the value of the enterprise, in regards the intermediate re-
sults, they are net profit and the ability to accumulate spare financial resources.

The process of preparing and presenting an integrated report is based on the following principles:

1) future orientation;

2) information utilitarianism;

3) close interaction with users;

4) materiality;

5) compressibility;

6) reliability and integrity;

7) stability and comparability.

The principle of future orientation assumes that an integrated report should include a strategic analysis
that contributes to the achievement of strategic goals and value creation.
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The principle of information utilitarianism is based on the fact that the information contained in the re-
port should identify the relationship between factors that affect the organization's ability to create value.

The principle of close interaction with users reflects the importance of close cooperation with investors,
owners, etc.

The principle of materiality reflects the disclosure of information on issues that demonstrate a signifi-
cant impact on assessing the organization's ability to create value in short, medium and long term. The pro-
cess of determining significant factors includes discovering important elements on the basis of their ability to
influence the creation of value, assessing the importance of significant factors, prioritizing factors, determin-
ing the information to be disclosed. This process applies to both positive and negative factors.

According to the fifth principle, the integrated report gives preference to the brevity and conciseness of
the content. However, this should include complete and reliable information on the management of the en-
terprise and indicate future prospects.

The principle of reliability and integrity implies that the integrated report includes all material facts,
both positive and negative, with the exception of the possibility of making significant errors.

The principle of stability and comparability requires the provision of information contained in the report
on the ongoing basis over time and in such a way that it can be compared with other organizations if neces-
sary.

Quoting the opinion of D.P. Antonov, the idea of creating integrated teporting arose within the frame-
work of the concept of sustainable development. Nevertheless, the sustainable development of the enterprise
simultaneously may or may not meet the sustainability of society as a whole [452].

Other authors interpret [5; 4] that integrated reporting is formed on the basis of the groups of key indi-
cators for reporting on sustainable development. Comparing the opinions of many authors who study this
area of reporting, one can consider a sufficient number of advantages of integrated reporting over the tradi-
tional form of financial reporting, which is presented in the following comparative Table.

Table
Comparative description of financial and integrated reporting
Indicators Traditional financial reporting Integrated reporting
Characteristics of the | Financial Financial and non-financial
information
Terms Short-term Short-term, medium-term, long-term
Relevance of the | Information.is based on the facts of eco- | Information is based on strategic de-
information nomic life occurred in a previous period velopment in the future
Transparency of the | Less transparent More transparent
information

Studying the data‘of Tabley it can be concluded that, by forming various models of integrated reporting,
enterprises will be able to achieve a new level, providing users with better, reliable and trustworthy infor-
mation.

The integrated reporting of the enterprise will fulfil a socially significant function, as it will provide in-
formation en'the role and contribution of the organization to improving the welfare of the society, indicating
the internal and external results of its activities, which is considered as the main criterion nowadays.

For stakeholders, an integrated report should disclose six aspects:

~ €Cconomic;

— environmental,;

—decent work organization;

— human rights;

— society;

— product liability.

For each of the mentioned above aspects, the principles of the disclosure are defined, but the indicators
that would characterize them are not defined. The company on its own should determine the main indicators
and present them in a clear and accessible format.
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At the present stage, large companies of the Russian Federation demonstrate integrated reporting on
their official websites, which is depicted in a variety of formats, including interactive ones. These are such
enterprises as Rosenergoatom Concern JSC, Atomenergoproekt JSC, TVEL JSC and others.

Kazakhstan is also among the states making the first attempts to create integrated annual reports. In par-
ticular, from such documents in most of the cases, a more holistic view of the company's activities and its
development strategy in the future is formed. Nevertheless, even Kazakhstani leaders in the field of prepar-
ing annual reports still have improvements to implement, and not only in the field of information disclosure
on sustainable development but also in providing classic sections of the annual report.

Starting from March 15, 2018, an internal document was introduced, which was approved by the deci-
sion of the Board of the Kazakhstan Stock Exchange «Methodology for compiling a report on the criteria of
environmental performance, social responsibility and corporate governance». This document was developed
in order to update the previously existing methodology, which is an instruction on the preparation of a report
on environmental, social responsibility and corporate governance criteria — Environmental, Social and Gov-
ernance (ESG) — by listed companies and Exchange members.

In 2013, the Russian Regional Integrated Reporting Network conducted a study of corporate transpar-
ency of Russian companies, during which a final rating of the reporting quality of the largest Russian com-
panies was derived. The organizers of this study argue: «Increasing information transparency and openness
of large companies to all interested parties is an important factor in the sustainability/of business and makes a
significant contribution to the socio-economic development of the country.

The increase in the value of companies, the reduction of risks in investing.and the increase of public
confidence in the activities of the biggest companies largely depend on how openly and truthfully companies
disclose information about their achievements and problems, about the strategy and its implementation,
about the resources used and contributions to the development of people, technologies, regions.

Examining the users’ opinions regarding integrated reporting, following notes can be remarked: inves-
tors are confident that the leaders of public companies should annually present a clear strategy for creating
value for the long term, and it is also believed that non-financial results play a key role in making investment
decisions, and this is mainly what the company works.and strives for. In addition, investors find reports
about sustainable development as a useful and significant source of non-financial information that strength-
ens their corporate image among all stakeholders.

In Russia, there have been positive aspects regarding the disclosure of non-financial information that
concerns the activities of companies. In patticular, on May 5, 2017, the Concept for the development of pub-
lic non-financial reporting in Russia was approved. This Concept identifies three types of reports related to
non-financial reporting;:

— report on sustainability;

—annual report with extended information;

— integrated report.

In this concept, 4 development stages are distinguished:

—2017-2018 — development of the regulatory and methodological framework;

—2019-2020+~— development of a system of advanced training for specialists compiling reports and
continued development of the methodological and regulatory framework;

—2021-2022 — improving the regulatory system and reporting stimulation, developing additional crite-
ria that take into account industrial peculiarities;

=2023— active operation of mechanisms that regulate and stimulate the preparation of public non-
financial reporting.

There is also a rise in the number of companies compiling integrated reporting in Russia. In particular,
according to the website of the Russian Union of Industrialists and Entrepreneurs, as of February 14, 2018,
140 companies submitted integrated reports, which is 20 companies more than in 2017. Sustainable devel-
opment reports were submitted by 277 companies.

It should be noted that the energy sector companies account for the largest share (54 %) among all Rus-
sian integrated reporting companies, and oil and gas companies are leaders in terms of compiling sustainable
development reports and environmental reports.

In the future, the use of integrated financial reporting will give enterprises an opportunity to expand the
circle of external users and become more informative, transparent and practical. The company will have a
chance to interest potential investors, investors, and lenders, thanks to the ability to review integrated report-
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ing in the public domain. At the same time, they reveal the company's mission and development strategies,
planned results and events, achievements, company policies in various fields of activity.

In conclusion, I would like to note that these days integrated financial reporting is a new direction in the
development of financial reporting, which discloses not only financial information but also pays special at-
tention to the social and environmental spheres of its activities.

To make various kinds of economic decisions, specific information about the company is essential. In
turn, integrated reporting will help smooth out the conflict of interests of users, including this data.

It is worth noting that the conceptual basis of integrated reporting is almost identical to the conceptual
basis of financial reporting, which, without changing the most crucial thing, is conducive to achieving its
goal. Nevertheless, a sufficient amount of time must pass for enterprises to appreciate the importance of such
reports, and most importantly, they could adapt approaches to the preparation of such reports.that would be
positively perceived by all interested users.
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I/IHTeraHI/IHﬂaHFaH ecenTijgik: KYPbLI1YbI MEH 3BOJIONUAJIBIK 1aMYbI

Makanaza MHTErpalsUIaHFaH ECENTLUTKTIH TEOPHsUIBIK acHeKTilepi KapacThIPbUIFaH, O KOPHOPaTHBTIK
SCeNTLNIKTIH jKaHa Mozeni Oonbln Tabbutangsl. MHTErpauusiianFaH €CeNTiUTIKTIH MOHI aHBIKTAJFaH, OHBIH
ApPTHIKIIBUTBIKTAPBl MEH KEeMIITIKTePi aHBIKTAIAbI, ASCTYPJIi )KOHE MHTEeTpaldsUIaHFaH eCenTiIiK apackiHaa
KaFu/aibl ailbipManibIbIKTaphl Oenrienai. Ocbl MakaidaHbl jka3y Ke3iH/e KOJNIaHBUFaH 3epTTey oficTepi
peringe 0i3 KyHeNiKk  ToCUIAl, OKAIMBUIAYABI, CAIBICTBIPYIBI, TalJayAbl JKoHE ceOer-calgapibK
GaiiimaHbICTap/IBl AHBIKTAABIK. 3epTTEYAiH d/iCHAMANIBIK HETi3i MIETEIIK FaJIbIMIApIbH HHTErpALMsIIAHFaH
ecenn Oepy MocesenepiHe KaTbICThl eHOekTepi Ooiipl. XaiblKapajblK HHTErpaludsiIaHFaH ecen Oepy
CTaHAapTTapbIHA COllKEC MHTETpalMsUIbIK ecell Oepy/i naibiHaayablH Makcatsl 3epaeieH . COHbIMEH Karap,
Oonamrakka Oakmapnay, MaiijanaHymIbIapMeH THIFBI3 ©3apa  iC-KUMBLI, CEHIMIUTIK IeH TYTacThIK,
TYPAaKTBUIBIK \[ICH 'CAJIBICTBIPY JKOHE OacKamap CHAKTHI KaruaaTrrap OOWBIHINA WHTErpalMsUIaHFaH €CemTi
JaiblHAay JKOHEe YChIHY ypaici ambuiasl. ConbiMeH Oipre, Makaniajaa maiijanaHyiibliapra camaibl, CeHIMII
JKOHE CeHIMIi axmapar Oepim, jkaHa JIGHTe#re MIbIFyFa MYMKIHAIK OepeTiH Kap)KbUIBIK JKOHE
HHTCTPALMSUIAHFAH ~ ©CCNTEpAiH  CAIBICTBIPMaNbl  CHIIATTAMachl  KEJNTIpiIreH  Kecte  OepiireH.
KoMmiTaHUsiIapably HMHTErpaldsulaHFaH ecenTi MalbIHAAl YChIHYBl TOKIPHOECIH KOJJaHy HHBECTOpIap
apachIHA YIKeH CeHIMALTIKTI 0ATa/bl, OChUIailIa Oap/IblH HHBECTHIMSUIBIK TAPTHIMIBLIBIFBIH apTTHIPAJIBI,
OyJT TyTacTaif aFaH/a aieMeri 6acekere KaOlIeTTi OTEI3 eNiH KaTapblHa Kipy jKOJIBIHIA MEMIICKETTIH OYKiI
9KOHOMHKAChIHA OH ocep eTeli.

Kinm ce3dep. nuTerpauynsianFal ecenTiliK, KApKbUIBIK SCENTLIIK, KapIKbUIBIK €MEC aKapar, TYPaKThl 1aMmy,
IKOJIOTHSUIBIK €Cell, SIEYMETTIK ecell, IKOHOMUKAIIBIK ecel, Oojamakka 0oypkaM, KOPIOpaTUBTIK Gackapy,
WUHBECTULHUSIIBIK ILIEIIIM.
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JLK. Mycunoga, I'.H. Hakunosa, C.K. Kynaiibeprenona, JI.A. 3umakoBa

HNuTerpupoBanHasi 0T4eTHOCTH: GOpMHUPOBaHUE U IBOJIOIHOHHOE Pa3BUTHE

B cratbe paccMoTpeHBl TEOpETUUECKHUE acleKThl HHTETPUPOBAHHON OTYETHOCTH, KOTOpasl MpeJICTaBIIsIeT CO-
00l MPUHIMIHATEHO HOBYIO MOJICNIb KOPIIOPATHBHOW OTYeTHOCTH. OmpesieneHa CyIIHOCTh WHTEIPUPOBaH-
HOM OTYETHOCTH, BBISBIEHBI €€ NPEUMYIIECTBA U HEIOCTATKH, YCTAHOBJIEHBI MPUHUUIHNAIBHBIE Pa3IudHs
MEeX/1y TPaJUIMOHHON U MHTETPUPOBAHHOM OTYETHOCTHIO. B KauecTBe METOZ0B UCCIIEJOBaHUS, KOTOPBIE HC-
MOJIb30BAINCH NTPH HAIMCAaHWU JaHHOHM CTaThU, OTOOPAHBI CUCTEMHBIH M0AX0A, 0000IIeHNe, CpaBHEHHE, aHa-
JIU3 ¥ BBISBJICHWE NPUYMHHO-CIECICTBEHHBIX CBs3eil. M3yueHa mesib cocTaBleHHUs MHTETPUPOBAHHOW OTYET-
HOCTH B COOTBETCTBHU C MEXIyHapOOHBIMU CTaHAAPTaMH HHTETPUPOBAHHOW OT4eTHOCTH. MccnemoBaHbl
MHEHMsI aBTOPOB IO COCTABJIEHUIO HHTETPUPOBAHHON OTYETHOCTH. METOI0JI0TMUECKOl OCHOBOW HMCCIIEeq0Ba=
HUS TOCITYKWIA TPYABI 3apyOeKHBIX YUCHBIX, KaCAIOIIUecss BOIIPOCOB HHTEIPUPOBAHHON OTYETHOCTH. BMme-
CTE C TEM, PACKPBIT MPOLECC MMOATOTOBKU U MPE3eHTAllMd MHTETPUPOBAHHOTO OTYETa HA TAKUX MPUHLHMIAX,
KaK OpUeHTaIHs Ha Oyymiee, TeCHOE B3aUMOJICHCTBUE C MOJIB30BATEISIMH, HAJIS)KHOCTD H [IEIIOCTHOCTD, CTa-
OMJIBHOCTH COMIOCTaBUMOCTD U Ap. Hapsay ¢ aTuM, B cTaThe mpecTaBieHa TabnIa, I/ie PEICTaBlIcHa CPaB-
HHUTENbHAsE XapakTepUCTHKa ()UHAHCOBOM M HMHTETPUPOBAHHOW OTYETHOCTH, KOTOpas AaeT BO3MOXKHOCTh
BBIATH Ha HOBBI YpOBEHb, 0OECIIeUHB IOJIb30BaTeNeill 0ojIee KaueCTBEHHOM, HaJeKHOI U TOCTOBEPHOW HMH-
¢dopmanpeit. Crenan BBIBOA O TOM, YTO MPUHATHE HNPAKTUKH COCTABICHUSI KOMIIAHUSIMU HHTCTPHPOBAHHOM
OTYETHOCTH BBI30BET OOJIbLIEE JOBEPHE HHBECTOPAMH, TEM CaMbIM ITOBBICHB UX WHBECTHIMOHHYIO TIPUBIEKa-
TEJNFHOCTh, YTO B IEJIOM OJIarONPHUATHO CKaXKETCs Ha BCE DKOHOMHUKE TOCYNAPCTBA Ha ITyTH BXOXKICHUS
B TPUALIATKY KOHKYPEHTOCIIOCOOHBIX TOCYIApPCTB MHUPA.

Kniouesvie cnosa: MHTErpHpOBaHHAsI OTUYCTHOCTD, (PUHAHCOBASI OTUYETHOCTH, HE(pUHAHCOBAsL MHPOpMALHs, yC-
TOWYMBOE Pa3BUTHE, SKOJIOTHUECKHH OTYET, CONUAIBHBII OTYEeT, SKOHOMUYECKAH OTYeT, OpHeHTaIus Ha Oy-
Jyliee, KOpHopaTUBHOE yNpaBJIeHUE, HHBECTUI[HOHHOE PEIICHHE.
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