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VIEWPOINT
INTEGRATED REPORTING 

Integrated reporting, or <IR>, aims 
to provide a holistic picture of an 
organisation’s performance, and is 

seen by many as the future of corporate 
reporting. That said, <IR> is not a new 
reporting standard; it is also not just 
about reporting.

According to early adopters, the 
benefits of <IR> lie in its process, which 
goes beyond the report itself. This 
process provides a valuable tool to 
foster and embed integrated thinking 
within an organisation. This process, 
and integrated thinking, relies on the 
implementation of a set of principles 
that underpin the preparation of a 
report, and a set of content elements to 
be covered in the report.

The principles include providing 
insight on the strategic focus of 
the organisation and how the 
organisation responds to the interests 
of its stakeholders, while the content 
elements include describing how the 
organisation’s governance supports 
its ability to create value in the 
short, medium and long term. More 
importantly, through a key principle 
of connectivity of information, <IR> 
provides a holistic and integrated 
picture of how the various components 
of the organisation are working 
together to create value.

By 

MAGNUS YOUNG 
AND PERRINE OH 

INTEGRATED 
REPORTING 
Holistic Approach Benefi ts Organisations 
and Stakeholders

<IR> has evolved from a vision to a 
new framework for corporate reporting. 
The principles and content elements 
are now set out in The International 
<IR> Framework published by the 
International Integrated Reporting 
Council in December 2013. This 
framework is the result of a 
consultative process involving more 
than 100 companies and investors 
from over 25 different countries 
including Singapore. 

CorPorAte GovernAnCe 
unDersCores <ir>
So does <IR> lead to better corporate 
governance? The origin of <IR> lies in 

corporate governance. The King Code 
of Governance for South Africa 2009 
(King III) introduced <IR> as a solution 
to demands on corporate leadership 
to ensure adequate focus on strategy, 
risk, performance and sustainability. 
Hence, one of the content elements 
in the International <IR> Framework 
focuses on governance. This stipulates 
that a company should communicate 
how its “governance structure supports 
its ability to create value in the short, 
medium and long term”.

According to the Organisation 
for Economic Cooperation and 
Development (OECD), corporate 
governance is fundamentally about the 
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Good corporate 

governance underpins 
market confidence, 

which in turn leads to 
financial stability and 
sustainable growth in 
our global economy.
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systems such as the 1997 Asian and 
2008 global financial crises. These led 
to regulation of corporate governance 
practices, focusing, among others, 
on independent audit of financial 
statements, transparency and 
disclosure of material information, 
and accountability of management 
and auditors.

In Singapore, the Code of 
Corporate Governance was most 
recently revised in 2012. The 
revisions focused primarily on the 
composition of the company’s board, 
its remuneration practices, disclosures 
and risk management. Under the Code, 
companies listed on the Singapore 

Exchange must disclose their corporate 
governance practices and explain any 
deviation from the Code in their annual 
reports. The Code thus encourages 
companies to clearly communicate the 
structure of internal processes and 
their decisions to stakeholders. 

The <IR> framework deals 
precisely with this effective 
communication of decisions and 
strategies, and their links to the 
organisation’s performance. <IR>, in 
promoting the disclosure of material 
information in a concise manner, aims 
to clearly explain the governance 
structures of the organisation to 
external stakeholders – including 
shareholders – and to communicate 
the strategies and processes in place 
to create value for the stakeholders in 
the future. In doing so, <IR> requires 
businesses to clearly understand and 
articulate their strategies and risk 
governance, both of which eventually 
drive the performance and sustain the 
long-term growth of the business.

<ir> AnD trAnsPArenCy
It is widely accepted that good 
corporate governance is necessary 
to ensure the long-term success of 
an organisation or company. This 
requires the Board of Directors to 
exercise effective oversight, including 
the management and risk governance, 
of the company. Senior management 
must not only be responsible for the 
performance of the company, they 
must be transparent in managing the 
company. Shareholders should also 
constructively engage the company to set 
the appropriate tone and expectations.

“procedures and processes according to 
which an organisation is directed and 
controlled”, including “the distribution 
of rights and responsibilities among 
the different participants in the 
organisation” and “the rules and 
procedures for decision-making”.

Good corporate governance 
underpins market confidence, which 
in turn leads to financial stability 
and sustainable growth in our global 
economy. The importance of good 
corporate governance was highlighted, 
and its focus became prominent 
following corporate scandals such 
as Enron and Lehman Brothers, and 
events affecting the global financial 



IS Chartered Accountant 40

VIEWPOINT
Integrated reportIng 

It is clear that good corporate 
governance requires shareholders and 
directors to monitor the management 
of the company. At the same time, 
it must leave management enough 
freedom to exercise their abilities yet 
also prevent them from abusing their 
control and engage in self-dealing. 
Furthermore, for organisations 
with dispersed ownership, effective 
mechanisms for exercising shareholder 
rights should be in place. In companies 
with dominating shareholders, 
exploiting minority shareholders and 
other stakeholders must be prevented.

To facilitate effective monitoring 
of management and safeguarding 
of minority and other interests, 
there needs to be transparency and 
disclosure of accurate and reliable up-
to-date information.

<IR> enhances transparency and 
disclosure by emphasising concise 
communication of performance, risks 
and opportunities, and the future 
outlook for the organisation. By 
highlighting the connectivity between 
an organisation’s strategy, governance, 
performance and prospects, various 
stakeholders will be more informed  
and able to gain a deeper understanding,  
and more effectively assess the 
combined impact of diverse factors 

affecting the organisation. This provides  
greater confidence and trust in the 
organisation’s ability to create value 
over time.

Benefits for everyone
Beyond transparency and disclosure 
of material information, the <IR> 
framework encompasses different ways 
to protect stakeholder interests and 
enhance performance.

Firstly, <IR> promotes an emphasis 
on internal processes, among others, 
to understand the needs and interests 
of different stakeholders. Through the 
identification of stakeholders and their 
expectations, organisations adopting 
<IR> are better able to identify how 
they create value for their stakeholders. 
For example, good supplier relationships 
are a social capital that is captured in <IR>.

Secondly, the connectivity of 
information embedded in <IR>, 
including those looking towards 
the future, can enhance corporate 
governance. The focus on connectivity 
will facilitate better strategic planning 
and resource allocation by those 
charged with strategic decision-
making within the organisation, while 
encouraging an organisation to take 
a longer-term perspective may help 
reduce excessive risk-taking to obtain 

short-term gains.
Thirdly, <IR> provides a systematic 

approach to identify risks and 
opportunities for the organisation 
and, more importantly, how these 
are addressed rather than merely 
articulating them. Such an approach 
facilitates better risk management.

ConClusion
To achieve the benefits of <IR> in 
enhancing corporate governance, 
organisations must embrace both 
<IR> and corporate governance in 
substance or spirit, and not just 
in form. A balance must be struck 
between complying with regulations 
and a market-driven need for good 
corporate governance, without it being 
too onerous for organisations. In a 
similar vein, and given that <IR> is a 
market-led voluntary initiative, it is 
important for organisations to embrace 
the spirit of <IR>, value the process, 
and communicate their own story 
because it is beneficial for them to do 
so. Organisations should not adopt 
a compliance perspective where one 
simply ticks all the boxes.  ISCA
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on 3 November 2014.
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