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Linda de Beer… new way to report.

Annual Report Awards 2013Chartered Secretaries
Southern Africa

Lifting the veil on a company’s performance
There is a more
integrated approach
to internal and
external reporting
by organisations,
writes ALF JAMES
THE 47th Chartered Secretaries
Southern Africa/JSE Annual
Report Awards, which took
place at Montecasino in
Johannesburg recently,
recognised the importance of
good governance and integrated
reporting in the face of a rapidly
changing business world in
which companies can no longer
think of themselves as being
apart from society.

According to the
International Integrated
Reporting Council (IIRC), the
aim of an integrated report is to
tell the organisation’s
stakeholders clearly and
concisely about the company
and its strategy and risks,
linking its financial and
sustainability performance in a
way that gives stakeholders a
holistic view of the organisation

and its future prospects.
Integrated reporting

requires that an organisation
explains how it creates value
and how it will be a viable
thriving entity in the short,
medium and long term, rather
than merely focusing on short-
term financial profit.

Chartered Secretaries
Southern Africa (CSSA)
president Raymond Pillay told
those present that the byline of
the CSSA/JSE Annual Report
Awards was “the benchmark for
integrated reporting”, which
underlines the growing process
around the world that is driven
by SA’s very own Mervyn King,
who chairs the IIRC.

“SA is recognised as a world
leader in integrated reporting
and the companies present here
tonight are the very people
leading integrated reporting,”
said Pillay.

“Companies are starting to
take a more integrated approach
to internal and external
reporting. They are reporting on
their financial and non-financial
performance to provide a clearer
perspective on their business
performance and prospects.

“Integrated reporting is
effectively the right step towards
sustainability of any
organisation. It has become
evident that integrated reporting
has benefited companies, their
investors and our capital
markets. And, this can only
become a reality when there are
changes in behaviour and
strategies in both companies and
i n v e s t o r s .”

Pillay said the CSSA has seen
the evolution of the principles of
good governance.

Making the reporting
itself a business practice

“However, the primary
objective of our profession
centres on being the conscience
of the company and the
custodian of corporate
governance. The past decade has
seen this primary role evolve to
include compliance, risk
management, legal advice and
integrated reporting.

“Good corporate governance
is critical in the business
decision-making process. We as
responsible corporate citizens in
major companies are required to
expand on other views of
success and redefine it in terms
of lasting positive impacts for
business, society and the
environment, hence integrating
sustainability in its true sense.

“We continue to strive
towards being a world-class
professional institute and in
doing so we intend to influence
the major decision makers in
government and corporations in
shaping the governance agenda
and implementing best practices
that will enable the integrated
performance of responsible
corporate citizens.”

The guest speaker for the
evening was Deputy Auditor-

General of SA, Kimi Makwetu,
who commented on the vital
importance of the annual
report awards event in the
calendars of businesses and
public sector organisations
across southern Africa.

The highly regarded awards,
which have recognised
excellence in corporate
reporting since 1956, offer
entrant companies an
opportunity for peer-on-peer
comparison of their reports as
well as being appraised against
international best practice.

Makwetu said that the
awards encompass and celebrate
people and organisations
wanting to do good.

“These people must be
encouraged, because the basic
stuff isn’t getting done right. But
if we persevere with diligence
then we can achieve what is
intended.

“We in the public sector
must also play our part and
perhaps we have been guilty in
causing confusion and
uncertainty in the language we
use and the way we
communicate with the public.
We must try to demystify our
words and be more transparent.

“Tonight I want to
congratulate you all as the
trailblazers. Winners are those
that never fail or quit. We need
to start doing things differently.”

Stephen Sadie, CEO of CSSA,
said as an independent
professional body with an
interest in good corporate
governance the institute feels it
is learning all the time, even
after more than half a century of
presenting the awards.

“We are committed to seeing
good reporting in southern
Africa and the CSSA/JSE
Annual Report Awards
contribute to the learning
process,” he said.

“Integrated reporting is new
and the best way for
organisations to become skilled
is to be compared with and

learn from their peers.
“The whole point of the

awards is to learn from each
other and improve on our
practice,” said Sadie.

He said the process is an
important one to continue and
SA is playing an important role
internationally with the
immediate past president of the
CSSA, Carina Wessels, having
been elected as the incoming
president of the Corporate
Secretaries International
Association for 2014.

SA is performing a positive
role internationally through
people like Mervyn King, as well
as the JSE being ranked by the
World Economic Forum as the
number one stock exchange in
the world for regulation of
securities exchanges for the
fourth consecutive year.

“These awards seek to

continue the process of learning
and improvement of reporting
standards, which is the reason
that the CSSA as a professional
body partners with top
organisations such as the JSE
and PricewaterhouseCoopers
(PwC) in the awards process.

“Likewise, the judging
process is not only important
from an awards perspective, but
also from an improvement and
learning perspective. Zubair
Wadee, director at PwC and
convenor of the judges, keeps us
abreast of the latest annual
report trends,” said Sadie.

“Furthermore, all the judges
are chosen from highly credible
institutions including the JSE,
the Wits School of Accountancy,
the Gordon Institute of Business
Science, the Financial Mail, the
NGO sector, and two of our own
CSSA directors.”

INTEGRATED reporting starts
with integrated thinking and how
companies make decisions,
according to Zubair Wadee, a
PricewaterhouseCoopers director
and convenor of the CSSA/JSE
Annual Report Awards judges
panel.

“Companies should make
decisions in a holistic manner,
taking into account the financial,
environmental and social impacts
of their actions, as well as the
long-term consequences relative to
their strategies and key
performance indicators (KPIs),
which would lead to more
sustainable and responsible
companies,” says Wadee.

He asserts that many South
African companies adopted
integrated reporting principles
earlier than their international
counterparts due to the influence
of the King Code of Governance
Principles and the King Report on
Governance (King III).

“PwC has recently conducted a
survey of how companies in a
number of countries fared in terms
of how they apply the International
Integrated Reporting Council’s
(IIRC) consultation draft of the
International Integrated Reporting
Framework and South African
companies, together with their
counterparts in the UK, were
among those that performed best.

“We have been struck by the
boldness with which local
companies have adapted their
reporting over the past couple of
years and embraced the IIRC’s
reporting framework,” says Wadee.

He contends that one area
companies are still challenged by is
outcomes, which considers and
takes responsibility for the broader
impact their productive output has
on all its stakeholders — socially,
financially and environmentally.

Integrated reporting is set to
become the way companies report,
according to Linda de Beer, judge
of the Annual Report Awards, a
visiting professor at the University
of the Witwatersrand’s School of
Accountancy and a member of the
King Committee on Corporate
Governance in SA.

The IIRC says integrated
reporting “brings together material
information about an
organisation’s strategy,
governance, performance and
prospects in a way that reflects the

commercial, social and
environmental context within
which it operates.

“It provides a clear and concise
representation of how an
organisation demonstrates
stewardship and how it creates and
sustains value. An integrated
report should be an organisation’s
primary reporting vehicle.”

The King III Code on
Governance defines an integrated
report as “a holistic and integrated
representation of the company’s
performance in terms of both its
finance and its sustainability”.

The Global Reporting Initiative
(GRI), which is a member of the
IIRC, proposes that environmental,
social and governance reporting
and financial reporting need to
converge over the coming decade
and advocates for a standard for
integrated reporting to be defined,
tested and adopted by 2020.

Financial reporting tells only a
part of the story of an
organisation, according to the
South African Institute of
Chartered Accountants’ (Saica)
Sustainability SA, while integrated
reporting aims to give a holistic
view of the organisation by putting
its performance and strategy in the
context of its relevant social and
environmental issues.

“Integrated reporting includes
forward-looking information to
allow stakeholders to make a more
informed assessment of the future
of a company, as well as of how
the organisation is dealing with its
sustainability risks and
opportunities.

“Ideally, an integrated report

should be the organisation’s
primary report and from which all
other detailed reports, such as the
annual financial statements and
sustainability report, flow.”

De Beer says that companies’
integrated reporting has partly
been a stakeholder-driven process.

“To fully understand a company
stakeholders cannot focus on
understanding the numbers only —
insight into reliable strategic,
sustainability and environmental
information is also needed.

“Integrated reporting attempts
to bridge the gap, address the need
for reliable information on non-
financial matters and relate them
to the company’s financial results.”

She says it is interesting to note
how South African companies’
reports have evolved with the
integrated reporting process and
no longer merely report in silos.

“Today, companies have to
understand the bigger stakeholder
picture in which it operates and
have long-term outlook instead of
merely focusing on short-term
profits,” says De Beer.

“Companies must understand
their stakeholders’ needs; what can
happen if they negatively impact
the environment; the availability of
their production resources; and the
risks they face. Stakeholders are
much more assertive, proactive
and involved than they were 10 or
20 years ago.”

She says more stringent
regulation and legal requirements
are also driving companies’ focus
on the bigger picture and
integrated reporting.

“One only has to look at what
BEE has done to focus South
African companies on skills
development, employment equity,
preferential procurement and
enterprise and supplier
development, which all add to the
value and quality of a company,
but would not have been as
vigorously pursued without the
BEE codes of good practice and
other legal and regulatory
requirements,” says De Beer.

However, she adds that
integrated reporting is not merely
about presenting information, but
rather to, as Mervyn King says,
“report what you do and do what
you report”.

Hence, if properly
implemented, integrated reporting
becomes a business practice.

(An
i n te g ra te d

report) provides a
clear and concise
representation of
how an
o rga n i sa t i o n
d e m o n st ra tes
stewardship and
how it creates
and sustains
va l u e

Raymond Pillay … SA world leader.

Guests network at the awards ceremony held at Montecasino, Johannesburg.

Stephen Sadie … c o m m i tte d .
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2013 winners
The winners in the various categories of the CSSA/JSE
Annual Report Awards 2013 are:
■ Overall Winner — Nedbank Group
■ Top 40 — Sasol and Gold Fields
■ Best Sustainable Report — Aspen Pharmacare Holdings
■ Midcap — A l t ro n
■ State-owned Companies — Eskom Holdings and
Tra n s n e t
■ Smallcap — Merafe Resources
■ Fledgling — Crookes Brothers
■ Non-Listed — HomeChoice Holdings
■ Regional Companies — Wilderness Holdings
■ NGO — Cotlands

The longer view for prospects needs emphasis
But the draft
framework for new
reporting is already
off to a flying start

King: Reporting ‘no longer fit for purpose’
THE creation of value is at the heart of
integrated thinking with the outcome being
the annual integrated report, according to
Mervyn King, chairman of the International
Integrated Reporting Council (IIRC).

His foreword in The Value Creation
Journey, the PricewaterhouseCoopers (PwC)
2013 survey of JSE Top 40 companies’
integrated reports, says the integrated
reporting process consists of integrated
thinking that embraces the resources used
by the company; its ongoing relationships
with its key stakeholders; its business model;
its output being its products or services;
and the impact its products or services have
on society, the environment as well as its
key stakeholders.

King says that the interconnection and
interdependency between the resources
used by a company and its relationships
with its stakeholders is critical in developing
strategy. “At the beginning of the 21st
century it was appreciated that some 80% of
the value of companies was not represented
by additives in a balance sheet according to
international financial reporting standards.

“To understand value, there had to be a
shift in thinking from a focus in value being

seen in the context of future cash flows.
“Value embraces the impact of the

financial aspects on the non-financial aspects
and vice versa and how a board has applied
its collective mind to the material
sustainability issues of a company in its long-
term strategy.

“For example, a beverage manufacturer
would have, as its long-term strategy,
reducing, reusing, replenishing and recycling
water, being the scarcest natural asset. By
embedding this conservation of water into
its strategy, the company shows the investor
that it has a long-term plan to create value,”
says King.

What of the outcome of the company’s
product?

In this regard, King says if it is alleged
that the beverage causes obesity the
amelioration or eradication of such an
outcome should be included in the long-term
strategy of the company.

“This is an example of how integrated
thinking must be from the input of the
resources used by the company, the
relationships with its stakeholders and the
outcomes of its products.

“It also illustrates the interconnectedness

and interdependency of the resources used
by the company and its relationships with
its stakeholders with regard to its functions
and operations.”

King contends that the concept of value
has changed in the 21st century.

“It has to be accepted that corporate
reporting as we have known it for years is
no longer fit for purpose, because it does not
deal with the total value of a company.

“Integrated thinking deals with value
creation short, medium and long term and
the integrated report tells the story of this
value creation in clear, concise and
understandable language.”

The PwC survey, which is an analysis of
JSE Top 40 company reporting in terms of
the IIRC’s consultation draft of the
International Integrated Reporting
Framework, says companies showed a
definite willingness to tell their value
creation stories in non-traditional ways. Use
of information graphics and images that
combined words and pictures were common
throughout the reports.

“There was a definite tendency toward
‘constrained’ governance reporting.
Companies seemed more comfortable

reporting on board charters and terms of reference,
rather than the actual activities undertaken by the
board and committees during the year.

“Historical reporting remains the focus, with
companies shying away from broaching the topic of
what the future may hold for them,” says PwC.

It is evident that many companies are still taking
their first steps on the integrated reporting journey,
according to the survey, which says standalone
sections of reporting often provide excellent
communication, but opportunities to connect this
information to other areas in the report can be
often missed.

INTEGRATED reporting has
enjoyed a significant year in
2013 with the release of the
International Integrated
Reporting Council’s (IIRC)
consultation draft of the
International Integrated
Reporting Framework early in
the year and the launch of the
first version of the framework
set for December.

According to the judges of
CSSA/JSE Annual Report
Awards, the effects of the
changes in the consultation draft
have carried through to the
entrants in this year’s annual
report awards.

The judges’ report says many
entities seem to have embraced
the concepts embodied within
the draft framework and started
to apply them in their current
integrated reports.

“One of the biggest
improvements to reporting over
the last period has been the way
in which communication by
companies has started to move
away from laborious text to the
use of easier to understand
pictograms and tables.

“Despite this improvement,
companies generally still
struggle with the concept of

conciseness, which includes
avoiding duplication and
unnecessary text as well as
explanations where these are
not relevant.

“One of the key areas that
has seen improvement over the
past year is the way in which
companies describe how they
create value, also known as their
business model. While
companies appear to be more
willing to do so, the focus still
appears to be on the short
term,” notes the judges’ report.

The biggest challenge for
most companies in this area of
reporting is to change mind-sets
from the short term to the
medium and long term.

“It is in the longer term that
the interests of a broader group
of stakeholders are likely to
converge,” says the report.

On the topic of stakeholders,
many companies have begun to
discuss their interactions with
various stakeholder groups,
according to the judges.

“The reporting in this area is
still at an early stage and many
companies appear to gloss the
surface of stakeholder
engagement in the form of one
way communication rather than
engaging with stakeholders in a
substantive and meaningful way.

“The reporting on
governance matters continues to
show a trend of reporting from
compliance rather than a
communication perspective.

“Much of the disclosure

contained within the governance
and remuneration sections
continues to focus on terms of
reference and attendance at
meetings rather than focusing
on the actual governance
activities, outcomes and value
added by these committees
during the year under review.

“An area of reporting that
has improved, albeit at a slow
pace, is the inclusion of
sustainability matters. Following
on from this, an expectation is

developed that the key
performance indicators would
reflect the trend of an increased
focus on sustainability.

“However, this is not yet the
case and key performance
indicators still often do not link
to the strategy of the company,
and include non-financial
indicators which are not
necessarily of strategic
i m p o r t a n c e .”

On the issue of sustainability,

the judges say it is encouraging
to see that companies have
begun reducing the length of
their reports. Some companies
have made significant strides in
reporting only information
which is material while others
are further behind.

“Overall the quality of
reports has improved over the
past year. The draft framework
has introduced an element of
consistency and focus among
reporters, which is encouraging.
The path to integrated reporting
is undoubtedly an ever evolving
one, but the past year has
certainly seen significant steps
taken,” says the report.

The judges make the
following comments per
category of the awards:
■ Top 40: Companies’
integrated reports continue to
show good improvement, have
embraced the consultation draft
issued by the International
Integrated Reporting Council
and have started to follow its key
principles. Entities are still
struggling with what information
is or is not material to present,
but the information is starting to
take a more cohesive approach.
These reports made excellent
use of pictures and diagrams to
explain rather than relying too
heavily on narrative text.
■ Midcap: Many companies in
this category have begun to
embrace the concept of
materiality. This category also
saw more companies integrating

sustainability into the rest of
their strategy. However, one of
the key areas for development is
the reporting around Key
Performance Indicators (KPIs)
which still are not clearly linked
to strategy and remuneration.
■ Smallcap: Companies’ use of
references to information
located in other places was
good. The reports could be more
cohesive and entities are still
prone to delivering static rather
than dynamic governance

I n te g ra te d
thinking

deals with value
creation and the
integrated report
tells the story of
this value creation
in clear language

The winning
re p o r ts

compared favourably
with listed company
reports. However,
some of the other
reports were very
light on detail

The path to
i n te g ra te d

reporting is
undoubtedly an ever
evolving one, but the
past year has seen
significant steps
t a ke n

information. They need to tell
the story of what governance
activities actually occurred in the
year. For example static
information on an audit
committee would provide the
terms of reference and the
number of meetings attended.
Dynamic information on the
audit committee would entail the
impact the committee had on
transactions in the year and the
different perspectives that

members p r ov i d e d .
■ Fledgling: Entities made good
use of cross-references within
their reports to information that
is contained elsewhere.
However, many entities appear
to still struggle with the
integration of their reports, so
that the reports have the feel of
silo reporting about them.
Entities in this sector need to
carefully consider whether the
information reported externally
is aligned with that reported
i n t e r n a l l y.
■ State-owned companies
(SOC): Produced some very
good integrated reports. One of
the key comments in this sector
is the level of transparency and
reliability of the information
presented. On the question of
accountability, state-owned
companies would do well to
state what their objectives for
the previous year were, why
these were relevant in the
context of their strategy and to
state their targets for the years
ahead in order to achieve their
strategic objectives.
■ Public sector (other than
SOC): Reporting in this sector
is in need of improvement to
reflect the actual activities that
the entities undertook during
the year, what their key strategic
objectives were and how they
achieved against these
objectives. The reports should
also include the entities’ plans
for the future.
■ Regional companies:

Reporting improved significantly
over last year, with them having
also embraced the consultation
draft issued by the IIRC and
having started to follow the key
principles embodied therein.
However, one of the key areas
that entities still appear to have
difficulty with is in deciding how
much information to include,
and what information is
r e l e va n t .
■ NGO sector: Reported with
much energy and enthusiasm.
Given the nature of the activities
undertaken, these entities would
do well to report on the broader
impact of the NGO on society
rather than only stating the
activities that the NGO has
undertaken. The integration of
financial and non-financial
information is also a key area
that requires development.
■ Non-listed: Reporting was of a
mixed quality. The winning
reports compared favourably
with listed company reports.

However, some of the other
reports were very light on detail
and needed more substance.
The focus should be on how the
company creates value and how
the company performs against
its strategy.

The 2013 Annual Report
Awards judges included:
■ Zubair Wadee — director at
PwC and convenor of judges
■ Tania Wimberley — head:
financial reporting, issuer
regulations at the JSE
■ Prof Linda de Beer — Wits
School of Accountancy
■ Prof John Ford — Gordon
Institute of Business Science
■ Joel Wolpert — director,
Chartered Secretaries Southern
Africa
■ Johann Neethling — director,
Chartered Secretaries Southern
Africa
■ Stephen Cranston — associate
editor, Financial Mail
■ Helen Starke — NGO
consultant
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