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Financial and "non-financial" disclosures in  company’s reports 
by Antonio Nisio   
 
The economic and social environment in which companies operate is characterized by ever-
increasing levels of articulation and complexity. It is also difficult to define company 
boundaries. In addition to overcoming legal boundaries, which has led to an increasingly 
clear-cut gap between the legal entity and the economic entity and to the creation of business 
groups, there is now a series of relationships between companies that do not depend on 
relationships of participation but are configured as networks (formal and informal). Think, 
for example, of contractual relations that apparently bind distinct subjects, but which 
instead refer to centers of unitary economic power, or to companies without any 
participatory link between them but whose governing bodies are mainly composed of the 
same people. 
 
Moreover, the company is no longer seen in a classical way, as an entity composed of goods 
and rights, aimed at the production of wealth, owned by the entrepreneur, but as a social 
organism, which interacts with the environment and communities. In this perspective, the 
antithesis or, at least, the idea of a lack of correlation between the creation of shareholder 
value and the creation of social value is overcome. The consideration of the needs, not only 
economic, of all actors (suppliers, customers, workers, political authorities and local, 
national and transnational social organizations) that, directly and/or indirectly, have an 
interest in the company, is a condition for providing greater stability to the business 
performance in the context of market fluctuations. In fact, the satisfaction of customers' 
multiple needs, not only as buyers of the company's goods and services, but also as carriers 
of complex values (environmental protection, attention to human rights, opposition to 
economic, social and gender inequalities, etc.), leads to their loyalty, stabilizing revenues. 
The consideration of the workers not as a cost that weighs on the profit, but as co-creators 
of the value produced by the company, focuses attention not only on their economic need, 
but also on their personal objectives, self-esteem, balance between work and life time, etc. 
As a result, a better business climate and greater individual well-being leads to 
improvements in productivity and production quality. Attention to requests from the 
society and the institutions ensures a favorable environment. 
 
For these reasons, the need for information on the characteristics of the company, on its 
management and organization, on the relations it develops with the various subjects with 
whom it interacts, on the positive and negative externalities it creates on society and the 
environment, is modified and exacerbated. 
 
Among the sources of information, the financial statements has a pivotal role. It provides 
information on the economic, patrimonial and financial dimension of companies. The 
production of information on these dimensions takes place mainly in response to legal 
obligations and according to methods of representation of company events, dictated by 
widely accepted accounting principles (General Accepted Accounting Principles - GAAP, 
or International Financial Reporting Standards - IFRS). Although the financial statements 
are formally produced for an indefinite, multiple and varied public, in reality they have 
been classically structured to represent the company's performance according to the needs 
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of the market and investors. But there is also a great deal of interest in the contents of the 
financial statement, as has already been written, from other stakeholders: workers and their 
representatives, suppliers and customers, governments and other public institutions, and 
local communities. 
 
The aim of accounting reporting is, therefore, to offer such subjects news and information, 
on the basis of which they can make, consciously and rationally, decisions in relation to the 
different interests of which they are bearers. Knowledge of companies is also a necessary 
prodrome for trade unionists for an effective comparison aimed at defending the interests 
of workers and to provide contributions to improve the processes of organization and 
management of companies. 
 
Current national and international regulatory changes develop models of corporate 
reporting with a greater informative content, providing that they include, in addition to 
financial data, non-financial information directed to different stakeholders such as, for 
example, use of resources, attention to the environment and staff, ethical behavior, business 
model and strategic guidelines. 
 
The financial statements shall give a true and fair view of the company's financial position 
and results of operations for the period and provide information on the variables that affect 
them. 
 
It consists of a series of quantitative and other narrative documents. 
Quantitative documents are accounts that show summary quantitative values in respect of: 
- the patrimonial dimension (balance sheet): the way in which a company finances itself (the 
capital contributed by the shareholders and/or the profits generated by the management 
and invested in the company and/or the financial resources provided to the company in the 
form of debt);  
- the economic dimension (income statement): the profit/loss produced by the management 
and the way in which it was determined, specifying the revenues, income and costs;  
- the financial dimension (cash flow statement): how the various management, income, 
investments and loans have produced or absorbed cash and cash equivalents. 
 
These three documents, which are widely provided for in the accounting standards of the 
various countries, can be accompanied by other accounts such as the statement of changes 
in equity. 
 
The OpenCorporation portal, within a wider project aimed at supplying tools to improve 
knowledge, participation and action among trade union actors, workers and company 
representatives, currently presents some of the most significant financial statement data of 
2032 multinational companies.. The reporting value of balance sheet data can be increased 
through financial ratios or margins.. Some of these values are given in the portal. 
 
In order to integrate and specify the information provided, the summary accounts are 
accompanied by narrative documents explaining the values contained in the accounts 
and/or supplementing the information provided by them. 
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The requirement, type and minimum content of these documents vary according to the 
country, the size (turnover, number of employees, total investment or other) or legal form 
of the company, whether or not it is listed on regulated markets, the emission of stock 
intended for circulation among the public, etc.. 
For example, the information content of narrative documents in Italy and the USA is given 
below. 
 
In Italy, the “nota integrativa” is the narrative document, which forms part of the financial 
statements. The “relazione sulla gestione” is attached to the financial statements.  
The “nota integrativa” to the financial statements contain, in descriptive form, explanatory 
information and information in addition to that provided by the financial statements 
(explanatory and integration functions). 
 
Specifically, the “nota integrativa” to the financial statements provide information explaining 
the summary and quantitative data in the balance sheet and income statement and 
comments on changes in values between one year and the next. The document supplements 
the information contained in the financial statements with qualitative elements which, by 
their nature, aren’t shown in the balance sheet and income statement. 
 
Article 2427 of the Italian Civil Code clarifies the minimum content of the “nota integrativa”. 
Among them, for the purposes that interest us most here, we remind: 
 
1) an explanation on how the values contained in the balance sheet were determined, with 

particular reference to: 
a. Fixed assets (historical cost of acquisition or production, depreciation, 

acquisitions and disposals);  
b. “Start-up and expansion costs” and “development costs” (analytical list of costs);  
c. Changes in other asset and liability items (in particular, shareholders' equity, 

provisions and employee severance indemnities);  
2) a list of investments in subsidiaries and associates (name, registered office, capital, 

amount of shareholders' equity, profit/loss for the last financial year, interest held and 
the value attributed in the financial statements);  

3)  the amount of receivables and payables with a residual maturity of more than five years, 
and payables secured by collateral on the company's assets;  

4) an analytical indication of the items of shareholders' equity, specifying their origin, 
possibility of use and distribution; 

5) the amount of commitments, guarantees and contingent liabilities not resulting from the 
balance sheet, with an indication of the commitments undertaken towards group 
companies and off-balance sheet agreements, but which may expose the company to 
risks or generate significant benefits for the company, knowledge of which is useful for 
an assessment of the company's financial position and results of operations, and of the 
group to which it belongs, if any; 

6) the breakdown of revenues from sales and services by category of activity and by 
geographical area; 

7) the amount and nature of individual items of revenue or cost of an exceptional amount 
or incidence; 
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8) the average number of employees, broken down by category; 
9) the amount of fees, advances and credits granted to directors and statutory auditors, 

cumulatively for each category, and the commitments undertaken on their behalf as a 
result of guarantees of any kind given, specifying the total for each category; 

10) loans made by shareholders to the company, broken down by maturity date and with 
the separate indication of those with a subordination clause with respect to other 
creditors; 

11) financial leasing transactions, the present value of instalments of rent not yet due, the 
total amount for which the leased assets would have been recorded at the end of the 
financial year had they been considered fixed assets; 

12) transactions with related parties, specifying the amount, nature of the relationship and 
any other information necessary for an understanding of the financial statements 
relating to such transactions, where they have not been concluded under normal market 
conditions.  

13) the nature and economic purpose of agreements not resulting from the balance sheet 
(obligations assumed by the company towards third parties arising from legal 
transactions with certain binding effects but not yet performed by either party); 

14) the nature and financial and economic impact of material events occurring after the end 
of the financial year;  

15) the proposal for the allocation of profits or for the coverage of losses. 
 
The “relazione sulla gestione” accompanies the financial statements to provide a faithful, 
balanced and exhaustive analysis of the company's situation and the trend and result of 
operations, as a whole and in the various sectors in which it has operated, including 
through subsidiaries, with particular regard to costs, revenues and investments, as well as 
a description of the main risks and uncertainties to which the company is exposed. Reading 
it makes it possible to gain a better understanding of the contents of the financial statement 
and to obtain other information which does not emerge from the financial statement itself.  
The “relazione sulla gestione”  is also the document that best supports the current trend to 
increase corporate information in favor of a wider number of stakeholders. It can contain 
financial and non-financial information, the latter may concern for example the use of 
resources, attention to the environment and staff, ethical behaviour, business model and 
strategic guidelines. All limited companies, required to prepare the report, must comply 
with the minimum content laid down in Article 2428 of the Italian Civil Code, however, it 
is not bound by a particular scheme. Given the provisions of Article 2428, it can be stated 
that the report contains both general information (Article 2428, paragraphs 1 and 2, of the 
Italian Civil Code) and specific elements (Article 2428, paragraphs 3 and 4, of the Italian 
Civil Code).The general part must provide information on the company's activity (internal 
information) and on the reference environment (external information), highlighting the 
elements that may determine the future development of the company, the risks that may 
compromise the continuity of the company or the future development of the company. 
External information may include: 
- analysis of the economy and society in general (economic situation, level of 

consumption, new technologies, political and regulatory environment, etc.); 
- analysis of the sector(s) (industrial and/or geographic) in which the company operates 

(trends, demand, supply markets, entry or exit barriers, outlet markets, level of 
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competition) and the entry of new competitive forces on the market. The sector(s) may 
be understood as industrial or geographical sectors, depending on the relevance that 
such classification may have in the general environment. 

Internal information (it would be appropriate to highlight recent years trends and the data 
of the main competitors) provides an analysis of:  
- the structure of the company, governance of the company and the group; 
- an indication of any branch offices of the undertaking;  
- a description of the company structure;  
- the strategies adopted which led to the results set out in the budget;  
- the strategies to be adopted in the light of foreseeable market developments;  
- significant events that have or could have a positive/negative impact on management; 
- the expected results of operations as a whole and in the various sectors in which the 

company and/or its subsidiaries operate. 
The use of indicators improves the information content of the report, making it easier to 
read and analyze. Indicators can be: 
- financial if they are a margin, an index, a quotient, extrapolated from the accounts and 

useful to represent the conditions of patrimonial, financial, monetary and economic 
equilibrium of the enterprise; 

- non-financial, i.e. quantitative or qualitative measuring instruments, both monetary and 
non-monetary, that illustrate the also potential determinants of the company situation. 
Of the latter, four categories can be identified (CNDCEC and Confindustria, 2018): 

a. market positioning; 
b. customer satisfaction; 
c. efficiency of production factors and processes; 
d. innovation. 

Another area of information that the report on operations must provide relates to the risks 
and uncertainties to which the company's business is exposed, also analysing the potential 
effects on the company's performance. 
 
The “relazione sulla gestione” should list the risks1, broken down by category, with a brief 
description of them. The above description should indicate the assessment that the 
management attributes to the risk itself, both at an inherent and residual level2, possibly by 
explaining an objective indicator of the impact/probability of the event, as well as the 
mitigation actions taken or to be taken by the company (risk management plans).  
Particular attention is required to the description of financial risks (Article 2428, paragraph 
6-bis, of the Italian Civil Code) "in relation to the use by the company of financial 
instruments and if relevant for the evaluation of the equity and financial situation and the 
economic result for the year". 

                                                      
1 Risks can be divided into external and internal risks: 

- external risks are caused by external events 
to the company such as the competitive environment, the 
socio-economic and geo-political regulatory evolutions 
and regulatory requirements, changes in upstream and downstream markets, etc.; 
- internal risks, on the other hand, are events that depend on endogenous factors such as business strategy, business models and governance, 
management decisions. 
2 Risks that remain following the implementation of mitigation procedures. 
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According to IFRS 7 "Financial Instruments: Disclosures" these risks can be divided into:  
a. market risk: the risk that the fair value or future cash flows of a financial instrument 

will fluctuate as a result of changes in market prices. Market risk comprises three 
types of risk: currency risk, interest rate risk and other price risk; 

b. credit risk: the risk that one of the parties to a financial instrument may cause a 
financial loss to the other party as a result of the non-fulfilment of an obligation; 

c. liquidity risk: the risk that an entity will have difficulty meeting its obligations under 
financial liabilities. In order to provide information on this risk, it is appropriate to 
list the contractual maturities relating to financial assets and liabilities, classified in 
an appropriate number of maturity time bands; 

 
If it is considered that market risks can have a significant effect on the company's 
performance, a further declination of the risk in its determinants is necessary: 
1. interest rate risk: the analysis separately indicates the effect of a change in interest rates 
on interest income, interest expense and other related income components; 
2. exchange rate risk: the analysis of financial instruments denominated in foreign currency 
can be provided for the main currencies to which the company is exposed and indicates the 
effects on the income statement of a change in exchange rates; 
3. price risk: the analysis can be modulated by showing the effects on the profit and loss 
account of a decrease, for example, in a stock exchange index or in the wholesale prices of 
goods. 
 
The specific information required by law to be included in the Report refers to: 
1. environment and personnel 
2. research and development activities; 
3. relations with group companies; 
4. own shares and shares or quotas of parent companies held by the company. 
 
At the end of the Report, the Board of Directors may review the business outlook and the 
outlook for the sector. In the US, the financial statements of publicly traded companies and 
companies with share capital that are not of public importance commonly include an 
income statement, a statement of financial position, a statement of cash flows and a stock 
report. The Federal Securities Laws oblige public companies, both domestic and foreign, to 
share critical information about their performance. National companies are required to 
disseminate information through the compilation and publication of annual reports - Form 
10-K. The 10-K module provides a comprehensive overview of your company's 
performance, including audited financial statements. 
 
The annual report to the shareholders is different and distinct from the 10K form. It is a 
report on the state of the company addressed to its shareholders and institutional 
stakeholders. Usually contains a letter from the CEO, financial data, results of operations, 
information on market segments, product launch, non-core activities and future research 
and development programs. SEC rules require the annual report to be sent to shareholders 
and for listed companies the publication of the annual report and any annexes on the 
company's website. Companies can send their 10 K model to shareholders instead of 
creating a separate annual report. 
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The most relevant information for our purposes included in the 10K model is the following. 
"Business: description of the company's activity, its main products and services, list of 
branches and brands in which it operates. This section may provide information on recent 
events, the competition faced by the company, the rules applicable to it, labour problems, 
special operating costs or seasonal factors (Point 1). 
 
"Risk Factors": information on the most significant risks (both systemic and specific), 
generally in relation to their importance, affecting the company or its securities. (Point 1a). 
"Properties": information on significant company properties, such as main facilities, mines 
and other physical properties (Point 2). 
"Legal proceedings": Information on significant pending cases or other legal proceedings 
than ordinary ones (point 3). 
"Report and analysis by management on financial conditions and operating results": the 
company's outlook on the economic results of the previous financial year”. This section, 
known as MD & A, allows management to present their views on:   

- the company's financial operations and results, including information about the 
company's liquidity and capital resources and any known trends or uncertainties that 
could materially influence the company's results;  
- management's views on key business risks and what it is doing to address them; 
- substantial changes in the company's results compared to the previous period, as well 
as agreements not resulting from the company's balance sheet and contractual 
obligations (Point 7). 
"Quantitative and Qualitative Disclosures About Market Risk": information on the 
company's exposure to market risk, such as interest rate risk, currency exchange risk, 
commodity price risk or equity price risk. The company may expose how it manages its 
exposures to market risk (Item 7A). 

"Financial Statements and Supplementary Data": the company's audited financial 
statements, which include the income statement, the balance sheet, the cash flow 
statement and the shareholders' equity statement. The financial statements are 
accompanied by notes explaining the information presented in the financial statements 
(Point 8). 
"Directors, executive officers and corporate governance": information on the 
background and experience of the company's directors and executive officers, the 
company's code of ethics and certain requirements for directors and committees of the 
board of directors (Point 10). 
"Executive compensation": detailed information on the company's remuneration 
policies and programs and on the amount of remuneration paid to the company's senior 
management over the past year (Item 11). 
"Share ownership by certain directors and managers and information about 
shareholders" means information about the ownership of shares by directors, officers 
and certain important shareholders of the company and about shares intended for the 
remuneration of directors and managers (Item 12). 
"Security Ownership of Certain Benefi cial Owners and Management and Related 
Stockholder Matters": information on relationships and transactions between the 

https://blog.opencorporation.org/
https://www.opencorporation.org/


   

Blog: https://blog.opencorporation.org/  Sito: https://www.opencorporation.org/ 

company and its directors, managers and family members. It also includes information 
on the degree of independence of each director (Point 13). 

The heterogeneity of the models of narrative documents and the different predisposition 
of companies to communicate the various company information makes the longitudinal 
analysis of these issues very complex. However, it is possible, through the textual 
analysis of the different documents, to analyse the categories of information provided 
and their absolute and relative weight. In this sense, researchers and experts, part of the 
Open Corporation project, are working on the future evolution of the Finance section of 
the portal.  
The increased need for information is being met by new regulatory measures and an 
increase in voluntary information by companies.  
In Europe, Directive 2014/95/EU of the European Parliament and of the Council of 22 
October 2014 amending Directive 2013/34/EU regarding disclosure of information of a 
non-financial nature and of information on diversity by certain undertakings and large 
groups has been issued. 

 
In Italy, this directive was transposed for the financial years starting from 1 January 2017 by 
Legislative Decree no. 254 of 30 December 2016, which provided for the obligation to 
publish in the register of companies a "non-financial" report for large public interest entities 
in the private sector3, in order to allow "the understanding of the business activity, its 
performance, its results and the impact produced by it, includes environmental, social, relating to 
staff, the respect for human rights and the fight against active and passive corruption". 
 

                                                      
3 Legislative Decree no. 254/2016 provides for the obligation to draw up a declaration of non-financial character for: 

1. public interest entities they have: 
a.  a number of employees exceeding 500, over the course of  for the financial year; 
b. have exceeded at least one of the following two dimensional thresholds, at the balance sheet date: 

i. balance sheet total: 20 million euro; 
ii. total net revenues from sales and services: 40 million euros. 

2. parent companies, having the status of public interest entities (holdings), of a group which: 
a. in total, during the financial year, employs more than 500 workers; 
b. presents a consolidated financial statements which includes  at least one of the following conditions in a verifiable way: 

i. total assets of the main balance sheet greater than 20 million euros; 
ii. total net revenues from sales and services in excess of EUR 40 million. 
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