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A R E YO U R E A DY FO R T H E WO R L D O F T H E

REPORTING
INTELLIG ENCE?
•	For the distribution of accurate annual reports – AI is being
used to efficiently and effectively support auditors and boards
in the internal and external validation processes ensuring that
annual reports are credible and compliant.
•	For the consumption of annual reports – AI is being used by
investors to enhance the effectiveness of investment analysis
by extracting meaning and value, not only from company reporting but also from various sources of alternative data.

Imagine, it’s 2048, you put on your virtual reality headset,
and you are transported to a desert planet. A glowing being
approaches you and asks you what you want to know about
XYZ plc. Welcome to the world of reporting intelligence.

Act now

By Thomas Toomse-Smith

It is not a question of will AI
become important for corporate
reporting, but when.

While this vision is perhaps a little too far in the future, artificial
intelligence is already being deployed across the corporate reporting process. In our latest report, the UK Financial Reporting Lab
(“the Lab”) considered the impact of AI on corporate reporting.

What is AI?
In the world of business and finance, the term artificial intelligence
acts as shorthand for a range of different technologies and techniques (from robotic process automation to machine learning and
natural language processing) that represent the current leading
edge of computerisation and automation. It is this more comprehensive range of AI and related technologies that are now finding
a home in the world of corporate reporting.

AI use cases
While one could theorise how AI might fit into almost any process,
the Lab explicitly considered corporate reporting processes where
both the level of repetition and standardisation as well as the
amount of data makes it difficult for a human to undertake the
task efficiently or effectively.
Using our framework of digital reporting (which expresses the qualities that preparers, users and others value in digital
reporting), we considered the case for AI in specific aspects of
the accounting and reporting process. Our review concluded that:
•	For the production of accounting records – AI is being used
to improve productivity by replacing repetitive human processing of underlying transactions and the recording of those
in accounting and management information systems; ultimately feeding into annual reports.
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While each of the use cases is independent, they all rely on quality corporate data and a mix of skills. Focusing on data – The
quality of company financial and accounting data is critical to the
development of AI for finance. Therefore, it is essential to remain
data-smart and consider both the risks and opportunities that AI
has to offer. Those thinking about adopting AI as part of the financial reporting process should consider:
•	What data was used to train the system, where did it come
from, how was quality and lack of bias ensured?
•	Are there opportunities in accounting changes (such as IFRS
15 and 16) to gather and optimise information for AI?
•	If the system is external to the company, what is happening to
the company’s data and the learning derived from that data?
Is it portable?
•	What controls and processes need to be changed or modified
for AI?
In the world of AI, information has value, but structured information has even more value. To facilitate the use of corporate
reporting information, data that is required to be made publicly
available could be done so in a way that is open, structured and
allows for low-cost aggregation and reuse. Initiatives such as the
European Single Electronic Format are a start, but the real potential will only be met if a broader range of data is structured.
Focusing on skills – In writing our report, we heard that
the most exciting developments are where accounting and governance skills are combined effectively with technology skills. This
mixing of skills is difficult and often relies on external consultants
to provide it. However, ultimately, we need to embed the expertise
of AI directly into governance processes, finance departments, the
board, advisors and regulators through training and development.

AI and trust
Our review of AI leads us to conclude that it is not a question of
will AI become important for corporate reporting, but when.
However, as this AI-powered world of reporting develops, it will
be essential for all stakeholders to understand how corporate
reporting, empowered by AI, needs to evolve in a way that enhances trust.

ABOUT THE LAB REPORT
The full Lab report provides more background on
Artificial Intelligence, its workings and fuller details
about the use cases. The report forms part of the
Lab’s overall work on how technology (such as
XBRL, blockchain, and virtual reality) might impact
corporate reporting in the future. All the reports are
available for free download on the FRC’s website:
FRC.org.uk/lab
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