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l‘“‘ The advantages and disadvantages
‘of financial reporting on the Internet

: ieszka Herdan*

Summary

Internet usage has been growing at a massive rate since the late 1990s. T oday it
regarded as a medium for communication between companies and wide audience
uding customers, investors (present and futures), banks, lenders, suppliers ect. The is
ormous variely of information provided by companies’ on the Internet non financial
e s well as financial one,

i new way of presentation of financial information could be regarded as a huge
vantage but closer look shows the there is also the other side of the story. The purpose
this paper is io investigate issues, which have to be taken into consideration when
deciding to use Internet for financial reporting purposes.

1. Introduction

At the time of globalization and rapid changes in technologies companies
ve to meet stakeholders’ expectation. The demand for quick access to the
mformation put the companies in the position of looking for the better and more
effective ways of communicating. They have to undertake the new approach
ng the advantage of Internet to market their companies to shareholders and
vestors'.
Today the reporting on the Internet is no longer limited to the marketing
products and services but also shows the financial side of companies’ activity.
: The possibility of using internet as a new way for financial reporting has
created new challenges for management, internal and external auditors as well as
 for regulatory and standard-setting organizations.

k. Reporting on the internet

Nowadays in most countries with major capital markets, not only the large
- companies have Websites but also smaller once. In most cases these sites include
 alot of non-financial information and some form of financial one (see Figure 1).
The information offered on website varies all over the world. Differences
- dppear due to cultural, economical and political factors. Legislation in some
- countries already allows companies to send annual reports and other financial

“Dr, Katedra Rachunkowosci Migdzynarodowej, Instytut Ekonomii i Zarzadzania, Uniwersytet Jagielloniski
' G. L Gray, Financial Reporting on the Internet — Instant, Economical, Global Communication,

http-fwww.1fac.org
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W.WMNMM»W_SH to mrmwnonQm electronically, rather than by post, but only if} Companies that want to operate beyond their national borders have to
RIEE AETERs . . a Web-based investor relations strategy as this way of providing

Home page 5
information provided by companies could vary enormously. Typical
s that are usually Webcasted are®:
Site Map/ Index erly earnings conference calls,
duct announcements,
al meetings,
Search Box valyst and road-show meeting,
M jivestor conference presentations,
M Product and i . nerger and acquisition announcements,
P services s conferences,
A \#V ommunication,
ﬂ Comatite. ing umm._ demonstrations,
\ information ermnal corporate updates.
- A lot of companies on the Investor Relations pages will even include
W /_v sound or video files (or at least transcripts) of the annual stockholders
E Investor Relations » eetng. . .
B X As to the financial information those can differ from annual reports,
S 3 rim repotts, to real-time share price movements or historical dividends per
I SHpmats hare. Some 1nvestigation indicates that organizations are presenting
T / s ppneting fformation at various levels ranging from summarized reports to very
E environment and " 4
society tailed analysis”.
- Financial information is also presented in different formats such as
Hews toom tobat Reader (PDF) or HTML. Unfortunately the reporting process has
Press realises ot yet reached the stage where users can download information and
mould 1t into different forms useful for decision making,.
Jobs & Careers 2. The advantage of internet
All investors need access to relevant and reliable information. “From the
Conticia erspective of both the company and the investor, the Internet obviously has the
otential to be the perfect dissemination channel to provide and retrieve such

Providing financial information on the Internet can eliminate the
substantial cost of printing and posting annual reports. This is especially with
large well known companies of which every year thousands of students

Figure 1.Information reported on the internet

Source: own study based on A. Allam, A. L i inanci :
: / : , A. Lymer, Developments in Internet Financial Reporii ew and
Analysis Across Five Developed Countries, htip://bss2. bham.ac.uk! i T

u,n> Allam, Developments in Internet Financial Reporting:Review and Analysis, International Journal of
Digtal Accounting Research, Dec 31,2003

fa—%a

- * Bustness Reporting on the Internet, www.cfapubs.org

? Ibidem
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requested annual reports. Today nearly each student has access to the Intem
and can download the file on a click of a mouse.

Information storage is also less expensive on the Web, allown
companies to fumnish volumes of historical information to “new” users .
researchers interested in developing trend and comparative analysis®.

As the Internet is world wide recognize information source it can ¥
accessed by a much wider audience. And as the web-sites are maintaini
regularly the provided financial Emozsm:os are kept up-to-date whereas paper
reports have a very short shelf-life”.

So presenting information on the Internet is a low-cost alternative to hard
copy and the information can be updated more frequently also at lower cost
These way investors are provided with the most timely information.

Also the rapid changes in technology and access to the advances solutiof
gives nowadays the possibility to ?.oﬁam users with analytical tools that can
downloaded from the web-site®. This facilities the manipulation and
representation of the data provided in a manner that best suits the user’s needs.

Finally, the Web allows interactive information dissemination in a fashion

that is not possible in print form®.

3. The disadvantage of internet

Most of the financial information is provided in Adobe Acrobat _.monmaw.

Document Format” (PDF). To read or print these files the users have fo.
download and install the Adobe Acrobat Reader on their computers. So people
who are not familiar with computer software in many cases do not know how o

do this.

Moreover, those who have access to the Intemnet through various Internet:
specific appliances such as the WebTV or the new home Internet devices suchas |
Compaq’s iPAQ, which do not have the capabilities of downloading and

installing the Adobe Acrobat Reader'.

One of the biggest barriers is the size of reports. Usually annual reports
are not less than 1.8MB and some of them are as large as 60MB'!. In that case

users with dial-up modems may well be discouraged to download the files.

With the paper-based annual report it is easy to known where the report

begins and where it ends. With the websites those boundaries are not so clear
any more. Usually the websites have a lot of hyperlinks inside an annual repor
that takes the user outside the annual report. The user usually will not find any

€ A. Allam, Developments in Internet....,, op. cit

"X. Bagshaw, Financial reporting on the internet,

# Ibidem

® Business Reporting on the Internet, www. cfapubs.org
' Ibidem

" G.L. Gray, Financial Reporting ..., op. cit.,
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g that he/she left the annual report. Sometimes also is the other way round
wyperlinks outside of the annual report takes the user inside the annual report.
The financial information is usually presented within the investor relations
pages. Generally there are just a few pages of financial statement summary,
nw inelude a wide variety of unaudited financial statements, some forward
ing financial information, press releases and other investor relation
terials. Unless the borders are clearly Oabeled'?, a user of the financial Web
may misinterpret the scope of the auditor’s report that accompanies the
12l statements.
However, in many cases, the link will take the user to a Web page whose
tent will be significantly different than the paper-based annual report.
ometimes the Web page will only include a summary income statement, a
ummary balance sheet, and a letter from the chairman of the board. For those
évmu_nﬁ that disclose less than their paper-based annual report, a frequently
lissing element 1s the notes to the financial statements.

Also providing the detailed financial information to wide audience

HH.SEQ could lead to more criticism by groups and individuals that are

increasingly well-informed and well-organized, thanks to Internet technology".
The maintenance of web-sites can be costly especially, when providing

. high security of web-sites, particularly those sections which include financial
- mformation.

Sometimes the users can be irritated or even misled, by poorly designed

web-sites and many companies do not properly understand that despite the

‘absence of specific regulation, the publication of financial information on
' corporate web-sites is regarded by many legal experts as being subject to the
same stringent regulations that apply to paper-based financial publications.

A number of the web-sites could be too technologically advanced for
ordinary users. The novice users require time and space and consuming
downloads or multi-media plug-ins too often has the effect of locking the
inexperienced user out™

The financial information provided by companies on the Internet differs.

- Some give only financial highlights or summaries the other offer wide range of

financial information such as interim reports, preliminary announcements. The

~ frouble 1s some information is audited and some is unaudited, but the audit status

of information is not made clear in many cases"’

“ In most cases they are not.

"G.L Gray, Financial Reporting ..., op. cit.,

" Business Reporting on the Internet, op. cit.

S Debreceny R, Gray G, Financial Reporting on the Internet and the External Audit, European Accounting
Review 2 (2)/1999
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Very often it is difficult to locate the online financial information. : mecnm..
of them are placed inappropriately in the press release area. And w:z_w% S ; 1 or interim results,
sites have no proper connection via hyperlinks to the H.m&mﬁa web pages . , ,‘amm_ summary,

The formats and contents of financial information usually differs, Ma ditors report,

companies organized information in pages rather than screens. These force & Bt e share price,

had to scroll back and forth through large volumes of data to asse

17

information . A second important issue to be considered is the frequency and time of

porting. This will depend mainly on the type of financial information reported.
- of the issues to be addressed are'®:

w often should the interim results be reported — quarterly or biannual?

en the annual report should be available online - immediately after the

5. Basic task before reporting on the Internet

The trend towards the provision of financial information on the Intern

i i + most companies the key issuc is not if, but when and B . . . ;
HMMMHM_MW%WMWW_WE‘“&S ’ completion of the annual audit exercise?
p : {

There are four crucial questions which have to be answered s w long should the financial performance data be posted to the firm’s web
i -l information on the internet (see Figure2). ; site after ﬁ.wm data Jmﬁw ‘cooﬂ released ommﬁm:um via the press? ) .
providing financial1 The information provided on the website should be delivered in most
ble way for the users of this information. So the third question is how to
eport the information.
The way of delivering financial information should allow all users to

load online financial data in a format that facilitates subsequent analysis

= = avoid the need to unnecessarily scroll back and forth through large volumes

_ i data, Special consideration should be given to the right placement
S, s ,_..%E,,n e ppropriate section) of financial information and easy navigate to get access to

 relevant one. Also the decision should be made, which language should be
to deliver financial information to facilitate the sharing of business
eporting information: PDF, HTML or maybe XML.

* The last but not least issue is the responsibility to report. The crucial
isions have to be made. First who will decide which financial information
ill be available on line. Second who will be responsible for posting the
armation on the website. And third who will be responsible for verifying and
proving the online financial information.

Financial

report Internet

JoEERst §.Conclusions
s L BTy
Internet, as a new way of delivering various information to a very wide
Figure 2 Basic question when reporting on internst ; 1 ﬁn_, brings a H.oﬂ of on@oa.uamnm .mow reporting mnmb.&& information. The
mwnhqnw_ own mmh&. baced on Pak-Lok Poon David Li, Internet Financial Reporting, Information Sysie ibilities of quick access, wide variety of up-to dated information encourage
Control Journal, Vol. 1, 2003 ' k & wmpanies to explore the possibility of the wide known way of communication.
o o ) <al informati@ Of course it gives the companies the opportunities to put forward their
The first and the most essential question i which financial informationig, = quickly and to wide auditorium. But on the other hand they have to plan
should be available on website: arcfully what the data should be available on the internet and how to ensure that
e annual report, fic information presented to the viewers are clear and reliable. There are many

16 Most of the companies made their online finzncial information available only via one, usually difficult®

find, hyperlink from main web sites. . ]
" vmw-mmn Poon David Li, Internet Financial Reporting, Information Systems C

ontrol Journal, Vol 1,208 2t-Lok Poon David Li, Jnternet Financial Reporting, op. cit
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Em&on Emn.ﬁmu SE,&H. .wrosa be taken into consideration. One of
important 1s responsibility for the information available online.

il

fnaczenie zasady ostroznej wyceny w mi¢dzynarodowych
g modelach rachunkowosci

~ Streszezenie

Sprawozdania  finansowe powinny dostarczaé  uiythownikom wiarygodnych
rmacji o aktualngj  sytuacji - przedsiebiorstwa. Warunkiem zapewnienia
drodci jest przestrzeganie nadrzednych zasad rachunkowosci. Sprawozdania
owe sporzqdzone zgodnie z tymi zasadami powinny wplywaé na poprawe
zenstwa obrotu gospodarczego. Waing role w tym procesie odgrywa zasada
griosci. Artykud przedstawia istole zasady ostroinej wyceny i jej przefawy na
dstawie analizy regulacji migdzynarodowych. Celem artykulu jest przedstawienie
wi zasady ostroinodci w szerokim znaczeniv na rozwiqzania stosowane W

;.wagosﬁmo: i standaryzacji rozwiazan stosowanych w rachunkowosci.
Harmonizacja obejmuje dzialania zmierzajace do ujednolicenia rozwigzaf
stosowanych w roznych krajach. Jej celem jest zwigkszenie poréwnywalnosci

pych ujawnianych w sprawozdaniach finansowych. Standaryzacja natomiast
polega na opracowywaniu, ogtaszaniu i wspieraniu wdrazania norm i wzorcow,

7 przykiadami praktycznej aplikacji, ktore tacznie skiadaja si¢ na pojecie
andardu. Mozna przyjaé, ze harmonizacja jest obecnie rezultatem procesu
ndaryzacji, ktéry wytycza kierunki rozwoju rachunkowosci. Nalezy
dkreslic, ze obowiazujace zasady, koncepcje i normy prawne regulujace
powadzenie rachunkowosci nie sa jednolite we wszystkich pafstwach.
Rozwigzania specyficzne dla danego kraju mozna okreslié jako modele
chunkowosci. Rozbieznoéci miedzy poszezegdlnymi modelami majg podioze
toryczne i wynikajg z tradycji zawodu ksiegowego, obowigzujacych
przepiséw prawa czy réznic w rozwoju gospodarczym. W literaturze wskazuje
5i¢ na cztery podstawowe grupy barier, ktére wplywaja negatywnie na unifikacije
rachunkowosci. Zostaly one przedstawione w tabeli 1.

~ Globalizacja i mozliwo$¢ swobodnego przeptywu kapitatu przyczynity si¢

i mgr, Uniwersytet Szezeciniski, Katedra Rachunkowosci.
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