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FOREWORD

While listed companies on the Johannesburg Stock
Exchange were the first to prepare integrated reports
en masse in 2011, the move to this improved form of
corporate reporting has gained momentum over the years,
not only in South Africa but around the world.
This should come as no surprise as the integrated report is undoubtedly better corporate
reporting with its forward-looking, strategic, holistic, accessible and concise approach.
Experienced reporters, however, are often loudest in their praise of the internal benefits to the
company, such as improved risk management, a steer to longer-term thinking, and better
understanding of the reliance and effects on various capitals (resources and relationships).
Moreover, they note that the preparation of the integrated report helps to embed integrated
thinking in the company. Integrated thinking is the consideration of all the capitals relied on
and/or affected by the company’s business model. It is applied by the governing body and
management in the best interests of the company in the longer term. It can lead to improved
oversight and better decision-making through more informed choices. In today’s connected
world, integrated thinking is good business sense.
New reporters starting their first integrated reports have a lot to gain and look forward to.
The spread of integrated reporting throughout an economy will also be beneficial. As larger
companies look to their smaller supplier companies to prepare integrated reports showing their
use and effects on the capitals, the economy will gain from the move to longer-term thinking,
more sustainable use of resources, and enhanced respect for the contribution of all
stakeholders. Investors will add their weight by assessing the quality of integrated reports
of the companies they invest in and by demanding improvement in weak areas.
I urge the governing bodies of companies and other organizations to acknowledge that the
integrated report is their report. It is their voice and can be seen as part of their responsibility
for accountability to the company, and through the company to its stakeholders.

Professor Mervyn E King SC
Chairman of the Integrated Reporting Committee (IRC) of South Africa
Chairman of the King Committee on Corporate Governance in South Africa
Chairman of Council of the International Integrated Reporting Council (IIRC)
August 2018
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PURPOSE OF
THIS PAPER

Since it was first published in 2014, this Paper has been a
practical guide for organizations in South Africa and other
countries embarking on their integrated reporting journey.
The Paper is guided by the International <IR> Framework (<IR> Framework)1 which was issued
by the International Integrated Reporting Council (IIRC) in 2013. It is endorsed by the IRC of
South Africa as guidance on good practice on how to prepare an integrated report. Excerpts
from the <IR> Framework are italicised. It is advisable to read the <IR> Framework before going
through this Paper.
This revision of the Starter’s Guide follows developments since the Paper was first published.
These include:
6 the King IV Report on Corporate GovernanceTM for South Africa 2016 (King IVTM)2 ;
6 the IRC of South Africa’s technical Information Papers on the Disclosure of Governance
Information in the Integrated Report, Disclosure of Performance Against Strategic Objectives
and Reporting on Outcomes; and
6 the IRC of South Africa’s Frequently Asked Questions (FAQs) on The Octopus Model for the
corporate reporting suite and Using the 6 Capitals in the Integrated Report 3.
This Paper caters to larger organizations that have dedicated reporting resources, as well as
smaller organizations that do not. It applies to any type of organization, including non-profit
organizations, state-owned enterprises, municipalities and retirement funds. An organization’s
own integrated reporting process is influenced by its size and complexity, available resources,
and other unique requirements and circumstances.
This Paper can assist organizations that are about to start or have recently started their integrated
reporting journey. It identifies key areas to consider when preparing an integrated report and offers
internal structures, planning and processes that experienced reporters in South Africa find useful.
It does not comprehensively cover all integrated reporting matters, rather, it focuses on selected
elements to form a solid foundation for the organization’s reporting journey.
“Companies should start integrated reporting recognizing that it is a journey and gaps will be
identified in the early years. But the journey will be valuable, because it encourages companies
to think in an integrated way and to develop strategies, new data sets and new initiatives that
reflect multi-faceted value creation.”4
Experienced reporters attest that integrated reporting becomes easier over time. Your organization
is likely to already have much of the information needed for its integrated report, such as
organizational overview and external environment, strategy, risks and opportunities, and
stakeholders’ needs and interests. Other required information will be gathered once the necessary
information-gathering systems are in place. Importantly, don’t delay starting the integrated
reporting process: the reporting process itself helps to identify the information you need, and
experienced reporters say that the process proves to be a useful tool to understand the
organization’s true value drivers.
The Starter’s Guide (Updated) is released for information purposes only; words such as “must”
and “should” are to be read in this context. Examples given are for illustrative purposes only to explain
the particular point of discussion. The term “governing body” is used in this Paper, while the <IR>
Framework uses the term “those charged with governance”.

1 Available at www.integratedreportingsa.org or www.integratedreporting.org.
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2	King IV is the corporate governance code in South Africa. Copyright and trademarks are owned by the Institute of Directors in Southern Africa
NPC and all of its rights are reserved. Available at www.iodsa.co.za.
3 Available at www.integratedreportingsa.org.
4	WBCSD, Future leaders, Integrated Reporting in South Africa: From Concept to Practice, 2014, page 22.

SOME
BACKGROUND

“Integrated reporting enhances the way organizations think,
plan and report the story of their business. Many
organizations use integrated reporting as an opportunity to
communicate a clear, concise, integrated story that explains
how value is created within these organizations. Integrated
reporting is an approach that helps businesses think
holistically about their strategy and plans, make informed
decisions, manage key opportunities and risks to build
investor and stakeholder confidence, and help manage the
organization’s performance.“5

Why the integrated report?
“Until recently, corporate reporting has failed to keep pace with the new ways business has to
be done in the 21st century. Good corporate governance, on-going stakeholder relationships,
integrated thinking and the integrated report are four of the tools being used by businesses
today in learning to make more with less. Stakeholders are already learning that they can make
a more informed assessment about value creation from an integrated report. Integrated
reporting is playing a role in meeting the world’s two great challenges – financial stability and
sustainability.”6
The <IR> Framework lists the aims of integrated reporting as follows:
6 Improve the quality of information available to providers of financial capital to enable a more
efficient and productive allocation of capital
6 Promote a more cohesive and efficient approach to corporate reporting that draws on
different reporting strands and communicates the full range of factors that materially affect
the ability of the organization to create value over time
6 Enhance accountability and stewardship for the broad base of capitals (financial,
manufactured, intellectual, human, social and relationship, and natural) and promote
understanding of their interdependencies
6 Support integrated thinking, decision-making and actions that focus on the creation of value
over the short, medium and long term.7
Integrated thinking and the integrated report are intertwined. Through integrated thinking,
organizations better integrate the information systems that support integrated internal and
external reporting. The more that integrated thinking is embedded into an organization’s
activities, the more naturally will the connectivity of information flow into management
reporting, analysis and decision-making, and subsequently into the integrated report.8

5 International Federation of Accountants, Creating value for SMEs through Integrated Thinking, page 3.
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6	IIRC, Pilot Programme Yearbook 2013: Business and investors explore the sustainability perspective of integrated reporting, page 2.
7 International <IR> Framework, page 2.
8 International <IR> Framework, paragraph 3.7.

Some background
continued

i

Some of the benefits of preparing integrated reports cited by
experienced South African reporters are:
Internal

External

6 Critical thinking about the business
and the positive and negative value it
creates
6 A good management tool

6 Disclosure of strategy gives context to
performance and outlook
6 More future-focused information

6 An organization-wide focus on
environmental, social and governance
matters that are core to the
organization and its future, including
improved data quality
6 Improved risk management
6 Improved knowledge-management
processes and information for
decision-making
6 Focused integration of key performance
indicators (KPIs), risks, and strategic
objectives determined after
consideration of all material capitals
6 Breaking down internal silos and
promoting sharing of information in
the organization
6 Greater alignment of internal and
external reporting

6 Clear depiction of the business model
increases understanding of the value
creation process
6 Succinct and connected reporting is
easier to interpret and analyse
6 Improvement in balanced reporting
and transparency through:
–– providing information about all
material capitals;
–– positive and negative performance
and outcomes; and
–– addressing both historic
performance and future outlook.
6 Improves quality of communication
between the organization and
stakeholders that can set the
foundation for trust and legitimacy
6 Reduces information asymmetry

Key concepts explained
The six capitals
At the core of the organization is its business model, which draws on various capitals as inputs
and, through its business activities, converts them to outputs (products, services, by-products
and waste). The organization’s activities and its outputs lead to outcomes in terms of effects on
the capitals. The capacity of the business model to adapt to changes (e.g. in the availability,
quality and affordability of inputs) can affect the organization’s longer-term viability.9
In the <IR> Framework, the six capitals are categorised and described as follows10:
Financial
capital

Manufactured
capital

Intellectual
capital

Human capital
Social and
relationship
capital
Natural
capital
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The pool of funds that is available to an organization for use in the
production of goods or the provision of services.
Manufactured physical objects (as distinct from natural physical objects)
that are available to an organization for use in the production of goods or
the provision of services. Manufactured capital is often created by other
organizations, but includes assets manufactured by the reporting
organization for sale or when they are retained for its own use.
Organizational, knowledge-based intangibles.

People’s competencies, capabilities and experience, and their motivations
to innovate.
The institutions and the relationships within and between communities, groups
of stakeholders and other networks, and the ability to share information to
enhance individual and collective well-being. Includes brand and reputation.
All renewable and non-renewable environmental resources and processes
that provide goods or services that support the past, current or future
prosperity of an organization.

9 International <IR> Framework, paragraph 2.23.
10 International <IR> Framework, paragraph 2.15 (extracts).

Some background
continued

The organization has positive, negative or neutral effects on the capitals through its activities,
products and services. Each capital affords benefits, risks and opportunities to the organization.
The capitals are not mutually exclusive, rather, they are interdependent, e.g. building a factory
trades financial capital for manufactured capital and could positively or negatively affect social
and relationship and natural capital. The capitals affect the organization now and in the future.
In explaining how the organization creates value over time, the integrated report sets out how
the organization uses and affects the capitals, and acknowledges the significant
interdependencies and trade-offs in pursuing its business model and strategic objectives.
The flow of the capitals is depicted in Figure 1 on page 6.
The capitals serve as a useful completeness check to ensure an integrated report covers all
aspects of the value creation story from inputs to outcomes. While most organizations interact
with all capitals to some extent, these interactions might be relatively minor or so indirect that
they are not sufficiently important to include in the integrated report11. Thus capitals that are not
materially used or affected and may not materially affect the organization can be excluded (but
the organization may want to explain this in the report for user understanding). The organization
is not obliged to adopt the capitals as categorised in the <IR> Framework and is free to
determine its own categories (if so, consider defining them in the integrated report for user
understanding), for instance, some organizations prefer to see brand and reputation as part of
intellectual capital.

Further information can be found at:

integratedreportingsa.org/faq-using-the-six-capitals-in-the-integrated-report/

Example 1
Here is an example of how an organization has referenced the capitals in the business model.

Kumba Iron Ore Limited: Integrated Report 201712
our busIness CREATIng vALUE: UnDERSTAnDIng TRADE-OffS In THE CAPITALS

creAtinG vAlue:

unDerstAnDinG trADe-oFFs in the cApitAls

cApitAls
AnD
trADeoFFs

our relAtionships

nAturAl resources

FinAnciAl cApitAl

mAnuFActureD Assets

our innovAtion

Developing and maintaining trusted
relationships is a foundation for value
creation. This has taken on added
significance in recent years, with the
challenging price environment requiring
us to take actions that have tested many
of our relationships.

Generating social and economic value
through our activities has unavoidable
negative environmental impacts. These
are borne mainly by communities around
our mines, with potential negative
consequences for this critical relationship.

The cost of financial capital has risen as
a result of reduced investor confidence
both in South Africa and the mining sector
more generally. Maintaining our ability to
generate financial capital is constraining
investments in developing the other
required assets.

Our substantial financial investment in the
purchase, development and maintenance
of property, plant and equipment has
given us the capacity to generate
longer-term returns. To maintain business
viability, current market conditions have
required changes in the application and
use of key assets.

Our business model depends on having
the right people, in the right roles,
informed by effective management
systems and Company culture, producing
the most efficient and effective outcomes.
Investing in these skills and systems
requires sufficient financial capital, and can
have a positive impact in developing our
people. Certain process and technologies
can result in reduced workforce needs,
with implications for employees and key
relationships.

Providing a safe working environment,
investing in training, ensuring fair labour
practice and encouraging local
employment are critical to optimising the
contribution of our employees to the
value creation process.

—
—

—

—
—

10,727 skilled and motivated
employees and contractors
A new experienced and diverse
executive leadership team
demonstrating values-driven
behaviour
Contracted service providers
delivering on agreed terms and
conditions
An effective zero-harm culture
programme
Change in shift patterns to increase
labour productivity and efficiency

The trust we have developed over
time has been crucial in facilitating an
effective transition, informed by a
common appreciation among our
stakeholders of the challenging
context.
—
—

—

—

Strong engagement with unionised
and non-unionised workforce
Positive relationships with
representatives from government
and regulators
Mutually respectful and
understanding relationship with
neighbouring communities, civil
society bodies and NGOs
Open and timely communication
with suppliers and contractors

outcomes  Zero employee and contractor fatalities

 No industrial action since 2012
 66% HDSA in management
= 21% women in total workforce
 Relocation of Dingleton town
 Delivery of social benefit in
communities through core activities,
plus R106.7 million social
investment
 R9.3 billion B-BBEE procurement
spend
 R8.1 billion total tax contribution
 Sustained confidence from
shareholders and investors
 R520 million spent on suppliers
from our host communities

Actions
to
enhAnce
outcomes

—

 5,875 full-time permanent employees
 R161.9 million invested in employee
training and development
 Improvement in lost-time injury
frequency rate to 0.17
 Reduction in new cases of
occupational health to two
 Three-year wage agreement
reached without any labour disruption

—
—
—
—
—

Provide leadership through
responsible citizenship IR – p 44
Kumba culture and leadership
programme SR – p 38
Developing a capable and engaged
workforce SR – p 36
Ensuring a safe workplace SR – p 26
Promoting the health and wellbeing of
our employees SR – p 28

Addressing stakeholder interests

In addition to mitigating the
environmental impacts of our
activities, we seek to offset them
through rehabilitation, the provision of
energy and water services to the local
community, and the responsible
sharing of socio-economic benefits.
—
—
—
—
—

—

Provide leadership through
responsible citizenship IR – p 44
Equity and transformation drive
SR – p 39

—
—
—

Developing a capable and engaged
workforce SR – p 36
Upholding the highest social
standards SR – p 42
Making a positive social contribution

 Non-hazardous waste to landfill:
1.98 kt
 Waste recycled: 0.04 kt
 94.8 Mt year-on-year increase
in mineral resources declared
 Land rehabilitated in 2017:
104.5 hectares
 Tailings dams (active and inactive):
27 273 kt
 Hazardous non-mineral waste
to landfill: 0.47 kt
 9% decrease in ore reserve
compared with 2016
 Continuing challenges with dust
emissions
 Greenhouse gas emissions:
1.00 million tonnes CO2e
—
—
—
—
—
—
—

Provide leadership through
responsible citizenship IR – p 44
Water SR – p 62
Climate change and energy SR – p 64
Land stewardship SR – p 56
Air quality SR – p 59
Waste SR – p 60
Mine closure and rehabilitation
SR – p 67

SR – p 46
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—
—
—

Market capitalisation: R51 billion at
end of 2016
Capital expenditure to execute growth
projects: R575 million
Cash generated from operations:
R22.4 billion

—
—

—

Property, plant and equipment with
book value of R36.8 billion
Exploration, development and
production operations in the Northern
Cape and Limpopo provinces
Marketing and sales operations
in Luxembourg and Singapore

—
—

—
—

IR – p 25
—

Total water withdrawals:
33.2 million m3
Energy consumption: 8.94 million GJ
Diesel purchased: 201.2 Mℓ
Land under management:
98,846 hectares
Inclusive mineral resources: 1,885.6 Mt

Balancing short-term and long-term
interests remains one of the more
challenging trade-offs.

Kumba Iron Ore Limited Integrated Report 2017

Technically skilled and experienced
employees and external experts
Operating model providing a
sequenced and repeatable set of work
steps aimed at delivering the intended
purpose of our teams’ work in the most
efficient manner
Values-driven Company culture
R224.6 million invested in technology
roadmap

 Increased market capitalisation of
R122 billion at end of 2017
 Best performing stock on JSE in 2017
increasing from R159 per share at end
of 2016 to R379 per share at end of
December 2017 (138% increase)
 Strengthened balance sheet with
no debt
 Ended the year with a net cash position
of R13.9 billion
 Earnings before interest and tax:
R21.4 billion
 Dividend reinstated: R30.97 per share
(total)

 Sishen: 2018 production and waste
guidance increased to ~30 to 31 Mt
and ~170 to 180 Mt with a stripping
ratio exceeding 4 in 2018; life of mine
(LoM) 13 years
 Kolomela: 2018 production and waste
guidance increased to ~14 Mt and
~55 to 57 Mt with a stripping ratio
exceeding 3.5 in 2018; LoM 14 years
 Capital expenditure for 2018 between
R3.9 billion and R4.1 billion

 Investment in skills development:
R161.9 million
 Investment in technical studies:
 R100 million
Sishen: DMS upgrade to UHDMS has
moved to pre-feasibility stage
 Kolomela: recently commissioned
modular plant delivered 0.5 Mt in
2017
 Automated drilling and advanced
process control at Kolomela

The strong financial performance and
benefit of cash flow conversion have
delivered a stronger balance sheet. This
resulted in a revised approach to capital
allocation to ensure that:
a robust balance sheet is maintained to
provide resilience during times of volatility
— debt is not used as a buffer for margin
stress due to market volatility
— capital expenditure to be funded from
cash generated
— returning excess capital to shareholders
See further CFO review IR – p 46 – 53.

Continued implementation of the mine
plan and ongoing implementation of the
Operating Model at Sishen mine delivered
further productivity gains and increased
direct operating hours (DOH). At Kolomela
mine productivity and efficiencies were
aided by automated drilling technology.

We have maintained our focus on
driving the Operating Model across the
group to ensure that we have the best
processes in place to deliver the revised
business expectations. Implementation
of this Operating Model is enhancing
the Company’s operational stability and
efficiency.

—

Further information is provided in the

Chief executive IR – p 16 and CFO reviews
IR – p 51, and in the review of our strategic
objectives IR – p 36.

Our business

Key inputs

people

We depend on the expertise,
wellbeing and motivation of
employees, contractors and service
providers to generate value.

Further information is provided in the
review of our strategic objectives IR – p 36.

Kumba Iron Ore Limited Integrated Report 2017
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11 International <IR> Framework, paragraph 2.16.
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12	Kumba Iron Ore Limited, Integrated Report 2017, available at www.angloamericankumba.com. This material is reproduced with
permission from the publishers – to be used for information purposes only. No unauthorised reproduction is permitted and the material
may not be sold.

Some background
continued

Value creation
Value creation is the process that results in increases, decreases or transformations of the
capitals caused by the organization’s business activities and outputs.13
Simply put, value creation is the organization’s effects on the capitals (called outcomes). These
effects can be positive, negative or neutral14. Outcomes are best reported through a combination
of quantitative and qualitative information.

2. FUNDAMENTAL CONCEPTS CONTINUED
Outcomes may:

6 be internal to the organization or external;
2D

6 cover the capitals owned by the organization and those that are not; and
2.23 At the core of the organization is its business
The value creation process
6 occur over the short, medium and/or long term. model, which draws on various capitals as inputs

2.20 The value creation process is depicted in
Figure 2. It is explained briefly in the following
paragraphs, which also identify how the
Some common
about
components
of Figuremisunderstandings
2 (underlined in the text)
align with the Content Elements in Chapter 4.

and, through its business activities, converts them
to outputs (products, services, by-products and
waste).
The organization’s
activities and its
value creation
include
the following:
outputs lead to outcomes in terms of effects on the
capitals. The capacity of the business model to
6 Positive value to stakeholders: this excludes any negative outcomes on the capitals.
adapt to changes (e.g., in the availability, quality
2.21 The external environment, including economic
inputs)
can affect the
conditions,
technological
change, this
societal
issues
6 Financial
value added:
is financial
value onlyand
andaffordability
excludes of
other
outcomes.
organization’s longer term viability. (See Content
and environmental challenges, sets the context
6 Desired
outcomes:
on the4C
capitals
Businessneed
modelto
.) be disclosed.
within
which thestrategic
organization
operates. the
The actual outcomesElement
mission and vision encompass the whole
2.24 Business activities include the planning, design
organization, identifying its purpose and
and manufacture of products or the deployment
intention in clear, concise terms. (See Content
of specialized
and knowledge
in the
Note
that
the
<IR>
Framework
differentiates
betweenskills
outputs
and outcomes:
Element 4A Organizational overview and
provision of services. Encouraging a culture of
external
environment
.)
6 Outputs can only be products, services, by-products innovation
and waste.
is often a key business activity in terms

i

2.22 Those charged
with governance
are responsible
6 Outcomes
are the effects
on the capitals.
for creating an appropriate oversight structure to
support the ability of the organization to create
value. (See Content Element 4B Governance.)

Figure 1: The value creation process15

of generating new products and services that
anticipate customer demand, introducing
efficiencies and better use of technology,
substituting inputs to minimize adverse social or
environmental effects, and finding alternative
uses for outputs.

Figure 2: The value creation process:

www.theiirc.org

The International <IR> Framework

13

13 International <IR> Framework, glossary.
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14	For a hypothetical example of a logistics company’s outcomes see page 6 of the IRC’s Reporting on Outcomes: Information Paper,
available at www.integratedreportingsa.org.
15	International <IR> Framework, page 13. Copyright © December 2013 by the International Integrated Reporting Council (the IIRC). All
rights reserved. Used with the permission of the IIRC.

Some background
continued

Integrated thinking
Integrated thinking is the active consideration by an organization of the relationships between
its various operating and functional units and the capitals that the organization uses or affects.
Integrated thinking leads to integrated decision-making and actions that consider the creation of
value over the short, medium and long term.16
In essence, integrated thinking means shifting from a short-term, exclusively financial focus to
considering the organization’s outcomes over the short, medium and long term. The organization
that embeds integrated thinking considers all of the capitals it relies on and affects in its
strategy, risks and opportunities, outlook and daily decision-making, as well as their integration
and management. This improves the organization’s prospects for success and longevity because,
at the very least, they can pose a significant risk to the organization – the effect it has on the
capitals affects their future availability, quality and affordability to the organization.
Organizations embed integrated thinking at three levels: the governing body, senior management
and employees. The governing body approves the integrated strategic objectives and senior
management implements them and filters them down to employees (some tools often used
include performance rating and remuneration).

i

The benefits of integrated thinking are many and include:
6 More cohesive approach to decision-making which focuses on value creation in the
short, medium and long term.
6 Informed strategy that seeks to increase the positive effects and minimise negative
effects on the capitals.
6 A wider view of risks that reflects the reality of the business.
6 Improved understanding of opportunities.
6 Deeper understanding of business processes and identification of process gaps.

Integrated report
An integrated report is a concise communication about how an organization’s strategy, governance,
performance and prospects, in the context of its external environment, lead to the creation of value
over the short, medium and long term.16
The integrated report clearly and concisely tells the complete story of the organization. It differs
from the old-style annual report, which emphasised financial reporting, in that it focuses on
value creation over the short, medium and long term. The integrated report emphasises strategic
focus and future orientation, connectivity of information, and the capitals and their
interdependencies. (Refer to paragraphs 2.21 to 2.29 in the <IR> Framework for a very useful
explanation of the integrated report’s components and how they link to each other in building
the organization’s value creation story in the report.)
The integrated report is the voice of the governing body which is responsible for the report.
A good integrated report tells the organization’s value creation story well – in a balanced,
concise, understandable, complete and transparent manner.
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16 International <IR> Framework, glossary.

Some background
continued

i

In determining how the integrated report fits into the organization’s corporate reporting
suite, the analogy of an octopus gives a clear picture. “The head of the octopus can be
seen as the integrated report. The head is connected to the multitude of arms with each
arm representing a detailed report or communication, such as the annual financial
statements, sustainability report, governance report, remuneration report, regulatory
reports and so on. The integrated report … connects the different types of information,
including the financial to the non-financial, and in so doing explains how the company
creates value and how it can continue to create value in the future.”17 The integrated
report contains all the material information about the organization and it references
supplementary reports, or other information, for more detail (which can be in printed
format or on the website). Smaller organizations, however, often release a single report
with the integrated report in the front section followed by the annual financial statements.

Further information can be found at:

integratedreportingsa.org/faq-the-octopus-model/

i

The King IV context in South Africa18,19
King IV, and other national corporate governance codes, operate alongside local
legislation and regulations, and provide a standard and framework for what is
considered good governance.
King IV was issued on 1 November 2016 by the Institute of Directors in Southern Africa and the
King Committee on Corporate Governance in South Africa. It is effective for financial years starting
on or after 1 April 2017. The Johannesburg Stock Exchange (JSE) requires listed companies to
disclose their implementation of King IV (through the application and disclosure regime stated in
King IV) in reports and notices issued after 1 October 2017.
King IV sets out four desired governance outcomes: ethical culture, good performance, effective
control and legitimacy, and identifies 17 principles that embody the aspirations of the journey
towards good governance. The recommended practices associated with each principle are applied
to give effect to that principle20.
King IV is aligned with the <IR> Framework and shares the concepts of integrated thinking, the
capitals and the value creation process.
The preparation of an integrated report is a recommended practice of King IV and, in this regard,
it is stated: “When drafting King IV, reliance was placed on the International <IR> Framework as
issued by the International Integrated Reporting Council. The Integrated Reporting Committee of
South Africa has endorsed the International <IR> Framework as good practice on how to prepare
an integrated report and its further guidance on integrated reporting should be followed”21.
When preparing the integrated report and deciding on the extent of King IV disclosure to be
included in the integrated report, the organization considers the seven Guiding Principles of the
<IR> Framework. Information that does not meet the Guiding Principles can be included in a
supplementary report or on the organization’s website. The integrated report includes crossreferences to where the disclosure information can be found.

17 Integrate: Doing Business in the 21st Century, Mervyn King and Leigh Roberts, Juta and Company Ltd, 2013, page 72.
18	IRC, Disclosure of Governance Information in the Integrated Report: An Information Paper, page 4, available at www.integratedreportingsa.org.
19	King IV has five sector supplements, one of which is the Supplement for Small and Medium Enterprises. This can be found at
www.iodsa.co.za/page/DownloadKingIVapp.
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20	The recommended practices may be scaled in accordance with proportionality – that is, considering the organization’s size, resources,
complexity and impact of operations.
21 King IV, page 28.

IN A
NUTSHELL

The International <IR> Framework
The integrated report tells the organization’s value creation story clearly and concisely. It gives
a holistic view of the organization’s current position, as well as its strategic goals and how it
intends to reach them. Users should be able to assess how the organization creates positive and
negative value over time, for itself, its stakeholders and the environment.
The <IR> Framework is principles based and sets out the fundamental concepts, Guiding
Principles, and Content Elements of an integrated report. The fundamental concepts underpin the
Guiding Principles, which inform the preparation, content and presentation of the report, and the
Content Elements give the information areas to be reported. The structure of an integrated report
is not prescribed (it is best structured to suit the organization’s value creation story) and applying
the Guiding Principles and Content Elements should not be seen as a “tick box“ exercise.

Value creation is the
effects (outcomes), which
can be positive, negative or
neutral, that the organization
has on the six capitals
through its business activities
and products and services
(page 6).

The six capitals assist organizations in
identifying all the resources and relationships
it uses and affects for holistic and complete
reporting. They are:
1. Financial capital
2. Manufactured capital
3. Intellectual capital
4. Human capital
5. Social and relationship capital
6. Natural capital

The <IR> Framework’s
Guiding Principles assist
in determining the
information to be reported.
The seven Guiding Principles
are:

Each capital holds inherent benefits, risks
and opportunities to the organization and
the capitals are interdependent. Although
all six capitals may not be equally
significant, an organization will still
consider the effects on the capitals in an
integrated way (page 4).

1. Strategic focus and future
orientation
2. Connectivity of
information
3. Stakeholder relationships
4. Materiality
5. Conciseness
6. Reliability and
completeness
7. Consistency and
comparability
(page 11)

The <IR> Framework sets out eight
Content Elements (these can be seen
as information areas):
1. Organizational overview and external
environment
2. Governance
3. Business model
4. Risks and opportunities
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There are 19 requirements to
qualify a report as an integrated
report prepared in accordance with
the <IR> Framework. The
19 requirements include the Guiding
Principles and Content Elements
(refer to pages 34 and 35 of the
<IR> Framework for the full list).

5. Strategy and resource allocation
6. Performance
7. Outlook
8. Basis of preparation and presentation
(page 12)

Planning and preparing the integrated report
The governing
body has ultimate
accountability...
(page 16)

The reporting
process does not
have to be
complicated...
(page 14)

Determining
materiality is one
of the cornerstones
of an effective
report...
(page 21)
Reliable
information is
important for the
integrity and
credibility of the
report...
(page 17)

Aim to produce a
frank and
balanced report...

It is essential that the organization’s leadership buys in and participates in its
integrated report. The governing body owns the report – it gives final approval
of the report, and the material matters therein, and oversees its preparation.

There is no one-size-fits-all integrated report or integrated reporting process.
The reporting process is scalable and may require effort in proportion to the size
and structure of the organization – the process need not be complicated.
However, the need for responsibility and early and thorough planning cannot
be emphasised enough. The governing body may designate a senior executive
responsible for the preparation of the report.

Applying materiality means that the organization reports on all the matters that
substantively affect its ability to create value. Material matters cover all aspects
of the organization – strategy, governance, performance, prospects, and the six
capitals. The integrated report discloses the process for determining materiality
and the governing body approves the process and identified material matters.

Collecting non-financial data and translating it into an accessible format can be
challenging at first. In practising integrated reporting, organizations become
better at collecting and integrating this data, which can improve their business
operations and decision making.
The governing body determines the assurance approach for the report,which
often includes internal and/or external assurance.

The integrated report should be transparent, accessible and understandable.
A good integrated report is clear, concise, easy to understand and uncluttered
by detailed information or information that is not material. The report is the
organization’s value creation story; additional and detailed information can be
housed in supplementary reports, fact sheets or the website.
The integrated report should be balanced and transparent, reflecting both good
and poor performance and outcomes. Users have said that unbalanced reporting
damages an organization’s credibility.

The integrated report should not be seen as yet another compliance burden. It is a good
communication tool that also offers many internal benefits for the organization.
Integrated reporting is a journey. It is unlikely that the organization will meet all objectives
for its integrated report in the first year, but reporting will improve as the organization
remains committed to the journey.
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THE
INTERNATIONAL
<IR> FRAMEWORK

An effective integrated report increases transparency which,
in turn, builds the trust of stakeholders.
The <IR> Framework has 19 requirements to be met if the
integrated report is stated as being in accordance with the
<IR> Framework. These requirements include the Guiding
Principles and Content Elements22.

Using the Guiding Principles
The Guiding Principles inform the preparation, content and presentation of the integrated report.
They are a guide as to what information should be considered for the report (for a full
explanation of the Guiding Principles see the <IR> Framework pages 16 to 23).
Strategic focus and
future orientation

An integrated report should provide insight into the organization’s strategy, and
how it relates to the organization’s ability to create value in the short, medium
and long term, and to its use of and effects on the capitals.
The integrated report covers high-level, strategic and forward-looking
information.

Connectivity of
information

An integrated report should show a holistic picture of the combination,
inter-relatedness and dependencies between the factors that affect the
organization’s ability to create value over time.
The integrated report shows the connection between past, present and future
performance; financial and non-financial information; the capitals; qualitative
and quantitative information; and the connections between information in
different parts of the report.

Stakeholder
relationships
page 23

An integrated report should provide insight into the nature and quality of the
organization’s relationships with its key stakeholders, including how and to
what extent the organization understands, takes into account and responds to
their legitimate needs and interests.
The integrated report explains the importance of the various stakeholder
groups to the organization and the needs, interests and expectations of these.
Importantly, it also shows the feedback loop – that is, how the organization
has used the information received from stakeholders (for instance, in strategy,
risks and opportunities or material matters). The governing body will comment
on the quality of the organization’s key stakeholder relationships. Stakeholder
feedback on the integrated report is also useful.

Materiality
page 21

An integrated report should disclose information about matters that
substantively affect the organization’s ability to create value over the short,
medium and long term.
The integrated report is a high-level, concise report that is uncluttered by
detailed and unnecessary information. It only covers important information and
matters that substantively affect the organization’s ability to create value over
the short, medium and long term. Additional or detailed information can be
placed in supplementary reports or on the website.

Conciseness

An integrated report should be concise.
A concise integrated report omits immaterial or duplicate information and
offers a crisp presentation and a logical easy-to-read structure. High-level,
material information, tables, graphs and infographics (used strategically and
informatively) aid conciseness.
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22 Refer to pages 34 and 35 of the International <IR> Framework for the full list of requirements.

The International
<IR> Framework
continued

Reliability and
completeness
page 17

Consistency and
comparability

An integrated report should include all material matters, both positive and
negative, in a balanced way and without material error.
Integrated reporting requires reliable, complete and balanced disclosure.
That is, the good, poor and neutral performance, and the positive and negative
outcomes on the capitals. When the available information is imprecise,
estimates can be used with explanation of their basis. Appropriate internal
control processes are needed to ensure that the risk of material misstatement
of information is reduced.
The information in an integrated report should be presented: (a) on a basis that
is consistent over time; and (b) in a way that enables comparison with other
organizations to the extent it is material to the organization’s own ability to
create value over time.
The integrated report explains any significant changes in the reporting year,
for instance to strategy, targets or performance measurement. Industry
benchmarks and ratios are tools for consistent reporting and comparisons in
an industry. An integrated report translates raw data into useful information.

Using the Content Elements
The <IR> Framework lists eight Content Elements (akin to information areas) that connect to
each other in the organization’s value creation story. Each Content Element is stated as a
question to be answered in the report. The <IR> Framework does not prescribe content, but
gives suggestions for content which is helpful to organizations.
The eight Content Elements offer a useful report structure by covering the various information
areas in the organization’s value creation story. While the integrated report will include all eight
Content Elements, they do not have to be presented in a specific order. Rather, the organization
builds the report structure around its unique value creation story. Experienced reporters have
variably structured their reports around the Content Elements, their strategic objectives, material
matters or the capitals. (For a full explanation of the Content Elements see the <IR> Framework,
pages 24 to 29.)
Organizational
overview and
external
environment

Governance

What does the organization do and what are the circumstances under which it
operates?
The external environment, including economic conditions, technological
changes, societal issues and environmental challenges, sets the context
within which the organization operates. The mission and vision encompass
the organization, identifying its purpose and intention in clear, concise terms.
How does the organization’s governance structure support its ability to create
value in the short, medium and long term?
“The integrated report needs to disclose sufficient governance information to
allow users to make informed assessments of the organization’s governance
and how governance supports the value creation process. The report can help
stakeholders decide to what extent decisions are made through a mindful
process and will inform their opinion as to the prospects and longer-term
viability of the organization.”23
Avoid a compliance-oriented, “tick-box“ approach and focus on explaining the
governance in the organization, the quality of governance, and how it supports
the organization’s value creation process.

Further information can be found at:

integratedreportingsa.org/reporting-on-governance-information/
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23	IRC, Disclosure of Governance Information in the Integrated Report: An Information Paper, page 3, available at www.integratedreportingsa.org.

The International
<IR> Framework
continued

Business model
page 24

What is the organization’s business model?
The business model explains the value creation process as shown in Figure 1
on page 6. It is often graphically depicted, with links to other sections of the
report where more information can be found.

Further information can be found at:

integratedreportingsa.org/reporting-on-outcomes/

Risks and
opportunities

What are the specific risks and opportunities that affect the organization’s
ability to create value over the short, medium and long term, and how is the
organization dealing with them?
An integrated report identifies the key risks and opportunities that are specific
to the organization, including those that relate to the organization’s effects on,
and the continued availability, quality and affordability of, relevant capitals in
the short, medium and long term.

Refer to King IV, Principle 11, for the recommended practices on the governing body’s role and
responsibility regarding risk management, including disclosure recommendations.

Strategy and
resource allocation

Where does the organization want to go and how does it intend to get there?
The organization sets out its strategic objectives and the strategy to achieve
them over the short, medium and long term. The KPIs used to measure
achievement of the strategic objectives, plus the targets, are also disclosed.
“There may be sensitivity among some organizations in disclosing their
strategy in reports. This sensitivity should be balanced with the need for
stakeholders to understand and assess the organization’s ability to create
value in the short-, medium- and long-term. Many organizations have
successfully communicated strategy without revealing the underlying tactics
being deployed.”24

Performance
page 26

To what extent has the organization achieved its strategic objectives for the
period and what are its outcomes in terms of effects on the capitals?
Performance is against the strategic objectives and targets.
The detailed annual financial statements are often positioned at the end of the
report or in a separate supplementary report (larger organizations often include
summarised financial information in their integrated report with a reference to
the detailed annual financial statements).

Further information can be found at:

integratedreportingsa.org/reporting-on-performance/

Outlook
page 29

Basis of preparation
and presentation
page 21
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What challenges and uncertainties is the organization likely to encounter in
pursuing its strategy, and what are the potential implications for its business
model and future performance?
How does the organization determine what matters to include in the
integrated report and how are such matters quantified or evaluated?

24	IRC, Disclosure of Performance against Strategic Objectives: An Information Paper, page 5, available at www.integratedreportingsa.org.

PREPARING
THE REPORT

“Develop a multi-year plan for achievement with bite-sized
chunks which you can build on year on year. It takes time to
introduce different aspects of an integrated report to the
organization, for systems to be set up to bring them into the
operational process, and for the organization to become
comfortable with them.“25

The reporting process
Planning
page 14

Governance of the
integrated report
and reporting
process
page 16

Reliability and
assurance
page 17

Writing and
compiling
the report
page 19

Planning
The organization can begin planning for its integrated report at the start of the reporting period
(its financial year). When planning timelines, it helps to work backwards from the date on which
the report has to be released. The timeline will include dates for the governing body approval
procedures. Clear instructions and firm timelines will minimise the reporting process.
It is important to consider how the existing reporting processes and reports (such as internal
reports, sustainability report and financial statements) will fit into the integrated reporting process
so as to avoid duplication and overburdening resources. (See the octopus model for the corporate
reporting suite on page 8.)
Planning covers all aspects of preparation and takes into account the nature, size and complexity
of the organization. The reporting process need not be complicated. The following questions,
where applicable, can help with planning and assigning responsibilities.

6 Who is responsible for the overarching reporting process?
6 Who will contribute information?
6 Who will collect/collate the information?

?

6 Who will write the integrated report?

Who

6 Which senior manager will review the report before it is submitted to the
executive team?
6 Which governing body committee, if any, will approve the final report before it
is submitted to the governing body?
6 Who is the audience of the various reports included in the reporting suite?
6 Who will design, typeset and publish the integrated report?

6 What reports are included in the corporate reporting suite (integrated report,
annual financial statements, sustainability report, notice of annual general
meeting, etc.)?

?

What

6 What frameworks (including reporting and governance frameworks) will
guide/influence the integrated report?
6 What regulatory and/or legal requirements impact the integrated report?
6 What information and data will be included?
6 What information and/or data will be assured – internally and/or externally?
6 What is the budget for the reporting suite?
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25 UK Green Building Council, Practical how-to guide: Implementing Integrated Reporting, page 8.

Preparing the report
continued
6 How will the integrated report be structured?
6 How will the material matters be identified?

?

How

6 How will accuracy and reliability be ensured?
6 How will the information be collected (templates, interviews, internal reports,
etc.)?
6 How will the report be released (print, digital, both)?
6 When does the reporting process start?
6 When does the final report have to be distributed externally (release date)?
6 When will the material matters be identified/confirmed and approved?
6 When are the key touch points/milestones?

?

When

6 When are the key dates that information will be available; for example, when
are final performance and financial data/numbers available?
6 When is the first draft of the report due?
6 When is assurance scheduled (if applicable)?
6 When are key executive committee, governing body committee and governing
body submission and meeting dates?

i

A reporting team
Ideally, a senior executive will be responsible for the reporting process and set up an integrated
reporting team (committee or steering group; small or large). This team will provide overall
direction, give guidance, monitor the preparation process, and approve the integrated report for
submission to the executive team and then to the governing body.
When establishing the team, consider the nature and size of the organization, the reporting
complexity, available resources and other internal constraints. The roles and responsibilities will
be established upfront and agreed with the governing body – clear accountability and dedicated
resources are key to success.
Also consider the current reporting structures and:
6 include individuals from the external and internal reporting teams and other areas of the business:
finance, strategy, investor relations, stakeholder engagement, corporate communications,
sustainability, internal audit, technical (operational) units, legal, company secretary, etc. It may not
be necessary to represent every area – this will depend on the organizational structure, existing
reporting processes and the individuals. Smaller organizations can have smaller teams and
achieve the same objective;
6 include individuals who have comprehensive knowledge of the business; and
6 appoint strong and senior leadership to the team compiling the report.
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Preparing the report
continued

Governance of the integrated report and reporting process
The governing body has ultimate accountability for the integrated report which requires
that it applies its collective mind to the reporting process and the report produced.
The <IR> Framework calls for a statement from the governing body to be included in the
integrated report. However, it allows an easing-in period for including this statement.
An integrated report should include a statement from those charged with governance that includes:

6 An acknowledgement of their responsibility to ensure the integrity of the integrated report
6 An acknowledgement that they have applied their collective mind to the preparation and presentation of
the integrated report

6 Their opinion or conclusion about whether the integrated report is presented in accordance with this
Framework.

or, if it does not include such a statement, it should explain:

6 What role those charged with governance played in its preparation and presentation
6 What steps are being taken to include such a statement in future reports
6 The time frame for doing so, which should be no later than the organization’s third integrated report that
references this Framework26

Ideally, the governing body’s statement is prominent, preferably near the front of the report, and
includes the approval date. In many jurisdictions the governing body may be held accountable
for the accuracy and integrity of the integrated report regardless of whether it includes such a
statement. If the report is not accurate or misrepresents information in any material respect, it
might expose the governing body to liability in certain instances.
It is critical that the governing body and executive team have clear understanding and agreement
on the aims of the integrated report and the requirements of the <IR> Framework. The governing
body will approve the governance process that will guide the integrated report and, it is
suggested, designate a senior executive responsible for the report who provides it with regular
updates (refer page 15).
Refer to King IV, Principle 5, for the recommended practices on the governing body’s role and
responsibility regarding external reporting.

Example 2
Here is an example of how an organization disclosed the governing body’s statement in the report.

Sanlam Limited: Integrated Report 201727
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26 International <IR> Framework, paragraph 1.20.
27 www.sanlam.com/investorrelations/Pages/reports.aspx.

Preparing the report
continued

Reliability and assurance
If senior management, executives and the governing body receive integrated information
in their monthly or quarterly reports and agenda packs, they can better develop the
organization’s value creation story. It also improves internal reporting for integrated
decision-making.
Reliable information
Preparing an integrated report is considerably easier if reliable information is timeously
available. The aim is to get all information systems on par with mature financial information
systems. The strategic objectives will determine the performance, outcomes and other
information that is needed.
When determining the accuracy and completeness of non-financial information for the
integrated report, consider the following questions:

6	Is the right information being used, i.e. are the quantitative and qualitative aspects being
measured and monitored relevant and appropriate?

6 Are there standardised processes for compiling the information, and are they manual or
automated?

6 What level of management review takes place and is the information assured (internally
and/or externally)?

6 Are those responsible for preparing the information appropriately trained?
6 Is there personal accountability for the information?
6 What other internal controls are in place to ensure the accuracy of information?
For effective integrated reporting, the organization needs to define and embed non-financial
data collection and information systems. This process requires financial and human resources.
Obtaining reliable information takes time, sometimes a few years. A team (or an individual in
smaller organizations) can be appointed to implement and be accountable for these nonfinancial systems. A cost-benefit analysis can aid implementation when the organization has
limited resources. Implementation can be staggered across reporting periods and, where
possible, build on existing reporting structures and systems.
Data collection and information systems, continually improve, aided by regular reporting (the
more the organization reports and reviews, the more gaps become apparent). Improvement can
save time and costs, and result in better internal and external reporting, which in turn benefits
integrated thinking and decision-making.

i

Experienced South African reporters improved the reliability and comparability of their
non-financial performance disclosure through the following internal processes:
6 Having documented processes for compiling KPI information, such as:
–– detailed definition;
–– method of measurement;
–– method of calculation (automated/manual/combination);
–– source of information (i.e. what system or report is used and is it internally/externally
gathered);
–– risks associated with compiling the information (i.e. what can go wrong);
–– controls in place to safeguard the information and address identified risks; and
–– who is responsible and accountable for the compilation and approval of the information.
6 The documented processes are formally approved, stored in a central database, and are easily
accessible.
6 There is regular review (usually annually) to keep information current and complete.
6 Individuals involved are appropriately trained.
6 Internal audit (where applicable) reviews the process of how the information is compiled, and
assists in identifying gaps and risks.

17
Integrated Reporting Committee (IRC)
of South Africa

6 Automated data is ideal, but will depend on the cost-benefit analysis and available resources
and can take some time to implement.

Preparing the report
continued

Assurance
Various internal and external sources can provide assurance over the integrated reporting
process, specified material information or KPIs in the report in order to enhance reliability. This
assurance can form part of the integrated report’s governance process. The integrated report
will explain what information has been assured, by whom and according to which standards
or guidance.
In determining the assurance approach, often termed combined assurance, the governing body
may consider the existing assurance on financial and non-financial information, as well as the
processes supporting other information. The governing body may require reports, such as
assurance reports on sustainability KPIs and ISO certification, from internal and/or external
auditors and other external assurance providers. For example, the organization might appoint an
independent external party to provide assurance on the reported lost time injury rate, while still
relying on management representations over the commitments to improve safety. These two
aspects may provide assurance to the governing body on the reliability of the overall disclosed
safety information.
Materiality
We include information in the integrated report based on the principle of materiality. Material matters are those which have influenced, or

could influence,
our ability to create
value over the
short,
medium and
long term as we
pursue our ambition
impact on
It is important
to consider
the internal
and
external
assurance
approach
early toinhave
thea positive
planning
society and deliver shareholder value.
process as it affects costs and timelines.
Our ability to create value is impacted by a multitude of factors ranging from the operating environment and our responses to the risks
and opportunities 16 to our business model and our chosen strategy 24 . Through this report we provide the context for what we have
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Example 3

customers’ and clients’
needs while ensuring
trust and safety and
providing relevant
customer and client
value propositions
through a balanced
distribution model that
is engineered for
the future.

workforce of capable,
committed and
motivated employees
with distributed
leadership who are
focused on, and
empowered to, deliver
on our strategic
ambition.

impact on society by
investing in education
small and medium
business development
and financial inclusion,
while responsibly
managing our
environmental impact.

Here is an example of how an organization disclosed its assurance approach.

behaviour and
delivering appropriate
products and services
compliant with the
regulatory requirements
and our social licence
to operate.
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Barclays
Africa Group Limited: Integrated Report
2017
EY and
KPMG Inc. have audited the Group’s annual financial
Our Values
Our Values – Respect, Integrity, Service, Excellence and
Stewardship – define the way we think, work and act.

Assurance
Our external reports contain a range of information which is
governed by a diverse set of regulations, frameworks and codes.
Processes and systems are not equally mature across the reports.
For integrated reports specifically:

Materiality

• disclosures are evolving alongside integrated reporting practices;
We include information in the integrated report based on the principle of materiality. Material matters are those which have influenced, or
• management
appliesour
significant
in deciding
what
could influence, our ability to create value over the short, medium and long
term as we pursue
ambitionjudgement
to have a positive
impact
on
information to report;
society and deliver shareholder value.
• interpretive,
abstract,
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orour
forward-looking
Our ability to create value is impacted by a multitude of factors ranging from
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responses to information
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subjective,
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assurance;
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and opportunities 16 to our business model and our chosen strategy 24 .isThrough
thiswhich
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the of
context
for what
deemed our material matters and how we are managing and governing our responses. Our Balanced Scorecard provides a suitable
• among other technical challenges, the difficulty in developing
framework for reporting back on our performance and is presented along with our risk, governance and remuneration structures which
suitable criteria and the related records, systems and controls
support value creation. Our material matters have remained fundamentally the same as in 2016 with the Separation being a material
currently inhibit a complete assurance of the content of
matter extending across all elements of our Balanced Scorecard.
integrated reports.

Company

Customer
& Client

Sustainably growing
revenue and delivering
appropriate shareholder
returns while managing
the risks arising from
the operating
environment as well
as the Separation.

Understanding
customers’ and clients’
needs while ensuring
trust and safety and
providing relevant
customer and client
value propositions
through a balanced
distribution model that
is engineered for
the future.

Empowerdex has verified the BBBEE performance for our
South African operations 48 (marked with a V). They have
confirmed a Level 2 BBBEE rating.

Board approval
Assisted by our Disclosure Committee, our Board accepts
ultimate responsibility for the integrity and completeness of this
integrated report. It is our directors’ opinion that this report
presents a fair and balanced view of our integrated performance.
We believe this report shows we are creating sustainable value
and prosperity for our stakeholders.
The Board approved this report on 12 March 2018.

Our internal controls, management assurance, and compliance

Colleague
Citizenship
and internal audit reviews
support the accuracyConduct
of our integrated

and refers to the basis of measurement for these indicators, is
available at barclaysafrica2017ar.co.za.

Company

Customer
& Client

Page
reference

Online
information

Positive
increase/
decrease

Negative
increase/
decrease

Colleague

EY and KPMG Inc. have audited the Group’s annual financial
statements and have issued an unmodified opinion on these
financial statements which are presented in accordance
with IFRS.

Our Values – Respect, Integrity, Service, Excellence and
Stewardship – define the way we think, work and act.

Assurance
Our external reports contain a range of information which is
governed by a diverse set of regulations, frameworks and codes.
Processes and systems are not equally mature across the reports.
For integrated reports specifically:
• disclosures are evolving alongside integrated reporting practices;
• management applies significant judgement in deciding what
information to report;
• interpretive, abstract, qualitative or forward-looking information
is subjective, which limits the extent of assurance; and
• among other technical challenges, the difficulty in developing
28
suitable criteria and the related records, systems and controls
currently inhibit a complete assurance of the content of
Integrated
Committee (IRC)
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reports.

Icons used in this report
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statements and have issued an unmodified opinion on these
financial statements which are presented in accordance
with IFRS.

Empowerdex has verified the BBBEE performance for our
South African operations 48 (marked with a V). They have
confirmed a Level 2 BBBEE rating.

Board approval
Assisted by our Disclosure Committee, our Board accepts
ultimate responsibility for the integrity and completeness of this
integrated report. It is our directors’ opinion that this report
presents a fair and balanced view of our integrated performance.
We believe this report shows we are creating sustainable value
and prosperity for our stakeholders.
The Board approved this report on 12 March 2018.

www.barclaysafrica.com/investor-relations/announcements-and-publications/annual-interim-and-quarterly-reports/.

of Southassurance,
Africa and compliance
Our internal controls, management
and internal audit reviews support the accuracy of our integrated
report. We obtained external assurance on select indicators, and
the external auditors have reviewed this report to ensure no
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Preparing the report
continued

Writing and compiling the report
When writing and compiling the integrated report, aim to produce a frank and balanced
report that:

6 has a logical flow and does not duplicate information;
6 is engaging and easy to read (use simple language and avoid jargon);
6 uses visual elements to make information more succinct, accessible and comparable
(infographics, graphs, tables, flowcharts, etc.);

6 focuses on the organization’s material matters and information (avoiding ‘fluff’ in the report);
6 balances positive and negative information on the organization, its performance and
outcomes;

6 balances historic information and future outlook; and
6 facilitates comparison with industry peers, as well as the organization’s past performance.
A good integrated report avoids boilerplate (generic) disclosures and does not resort to being a
“tick-box“ exercise. It tells the organization’s value creation story as guided by the <IR> Framework.

i

Experienced South African reporters have found the following useful when compiling their reports:
6 Perform a gap analysis on the previous year’s integrated report (including stakeholder
comments received). This identifies any gaps and areas for improvement. Clear, realistic
reporting objectives (that take resource availability into account) address weaknesses for
continuous improvement.
6 Create a report skeleton by referring to the Content Elements, agreed report structure and other
company-specific standard disclosures. A report skeleton assists in identifying the required
information and monitoring progress.
6 Cross-reference and connect information in the report; for example, using icons can:
–– reflect strategic objectives throughout the report to connect other content to strategy;
–– highlight the capitals throughout the report; and
–– indicate whether performance exceeds, disappoints or meets expectations (to ensure
performance reporting is correctly interpreted by users of the report).
6 Innovative use of infographics can make the report more informative, clearer, more concise and
less monotonous. Ensure the content is easy to understand and not open to interpretation.
6 Staying up-to-date with technical Information Papers and other international developments, as
well as reporting trends.
6 Reading the integrated reports of organizations recognised for good reporting.

Website and other platforms
As the integrated report is a concise, high-level report, organizations often provide stakeholders
with more detailed information on their website. This might include supplementary reports, fact
sheets, statistical tables (refer to the octopus model on page 8). The integrated report will
directly and accurately reference the relevant additional information through page numbers in
other reports or URLs to the website. Importantly, the integrated report is a standalone and
complete report, including all material information and matters (refer to materiality on page 21).
Information on the website and supplementary reports will ideally follow the same governance
process as the integrated report.
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Preparing the report
continued

The report content
The integrated report will include all eight Content Elements set out in the <IR>
Framework (refer to page 12). This section offers new reporters selected useful
information but is not a comprehensive review of all the Content Elements.

Report
boundary
page 21

Material
matters
page 21

Stakeholder
relationships
page 21

Business
model
page 24

Performance
and KPIs
page 26

Outlook
page 29

Report boundary
The <IR> Framework guides organizations in determining the boundary of their integrated
report – as depicted in Figure 2. Specifically, any matter (whether or not the organization can
influence or control it) that can materially affect the organization’s ability to create value in the
short, medium or long term would fall within the boundary of the integrated report. Simply put,
the boundary is the financial reporting boundary plus the risks, opportunities and outcomes that
are material to the organization that stem from external stakeholders and resources.

3. GUIDING PRINCIPLES CONTINUED

Multiple subsidiaries, joint ventures or complex supply chains make determining the report
boundary a bit more complicated. However, the overall principle is that if a matter could
materially affect the organization, and vice versa, then it falls within the boundary of the report.

Figure 2: Entities/stakeholders considered in determining the reporting boundary29
Figure 3: Entities/stakeholders considered in determining the reporting boundary:

3.32 Figure 3 depicts the entities/stakeholders that are
considered in determining the reporting
boundary

Financial reporting entity
3.33 The financial reporting entity identifies which
subsidiaries’, joint ventures’ and associates’
transactions and related events are included in
the organization’s financial report. The financial
reporting entity is determined according to
applicable financial reporting standards which
revolve around the concepts of control or
significant influence.
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29 International <IR> Framework, Figure 3, page 20.

Risks, opportunities and outcomes
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aspect of determining the reporting
boundary is to identify those risks, opportunities

3.35 The purpose of looking beyond the financial
reporting boundary is to identify risks,
opportunities and outcomes that materially affect
the organization’s ability to create value. The
entities/stakeholders within this portion of the
reporting boundary are not related to the
financial reporting entity by virtue of control or
significant influence, but rather by the nature and
proximity of the risks, opportunities and
outcomes. For example, if aspects of the labour
practices in the organization’s industry are
material to the ability of the organization to
create value, then disclosure in the integrated
report might include information about those
aspects as they relate to suppliers’ labour
practices.

About our report

Forward-looking statements

This report was developed
to communicate with all our
stakeholders.

Board responsibility statement

Integrated thinking
and materiality

Boundary and scope

Our value creation story (see page 8 ) is
structured to show the relationship between
the various elements involved in achieving
our stakeholder goals. By analysing the
risks and opportunities identified in our
operating context, stakeholder engagement
process and internally identified risks and
opportunities, we have determined which
matters are most important to Redefine’s
value creation in the short, medium and
long term. We have used these as points
of reference to ensure we have only
reported on those matters that could have
a substantial effect on our ability to deliver
stakeholder value.
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process and internally identified risks and
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Example 5

Assurance

Here is an example of how an organization disclosed the boundary of the integrated report.

Redefine PropertiesBoard
Limited:
Integrated Report
2017
responsibility
statement

Boundary and scope
The major emphasis is placed on the group’s
South African operations as they account for
73% of the group’s distributable earnings and
81% of the group’s property asset platform.
With regard to operational numbers, such
as gross lettable area (GLA), we only include
statistics from our directly owned South
African property portfolio. Details of our
investments in subsidiaries, joint ventures,
jointly controlled assets and associates
appear in our annual financial statements.
Detailed information on our separately listed
and managed interests in associates and
listed investments, which comprises the bulk
of our other property assets, is provided in
their annual reports, which are available on
their websites.
We have used issues arising from our
stakeholder engagement processes and2
the quality of our relationships as key in
determining which matters to report on.

its opinion, this integrated report addresses all material matters, offers a balanced

We have used issues arising from our
view of its strategy,
andprocesses
how it relates
the organisation’s
ability toLangeni
create value in
Langa-Royds Phumzile
stakeholder
engagement
and to Ntombi
thequality
short, ofmedium
and long as
term.
adequately addresses
Independent
Independentthe use of, and
the
our relationships
key The
in report
non-executive
director
non-executive
directorcapitals
determining
which
matters
to
report
on.
effects on, the capitals and the manner in which the availability of these

is impacting on Redefine’s strategy and business model. We, as the board, believe
Our
integrated
reporting
boundary
that this report has been prepared in
accordance
with the
International
Integrated
Reporting <IR> Framework.

Risks and opportunities arising from
our property investments

Risks and opportunities arising from
our operating context
See page 12

Marc Wainer
Executive chairman

Bernie Nackan
Bridgitte Mathews
Andrew König
Deputy chairperson Financial
& Chief executive
officer Independent
reporting
boundary
non-executive director
lead independant
Redefine
Properties
Limited
non-executive director
Joint ventures and
jointly controlled assets

Subsidiaries

See page 18

Investment in associates
over which Redefine has
significant influence

David Nathan
Leon Kok
Marius Barkhuysen
Harish Mehta
Independent
Independent
Non-executive director Financial
Risks director
and opportunities
arising from
non-executive director
non-executive director
our stakeholder engagement
See page 16

Ntombi Langa-Royds
Independent
non-executive director

Phumzile Langeni
Independent
non-executive director

Redefine Properties INTEGRATED REPORT 2017

Our integrated reporting boundary

Material matters

Risks and opportunities arising from
our property investments

Risks and opportunities arising from
our operating context

page 18
The integrated report will include information required by See
the
‘Basis of preparation and
Financial
reporting
boundary
presentation’ Content
Element
which asks
the question: How does the organization determine
Properties Limited report and how are such matters quantified or
what matters to include inRedefine
the integrated
Investment in associates
Joint ventures and
over which Redefine has
evaluated?31 jointly controlled assets
significant influence
See page 12

Subsidiaries

Hence, the following is included
in the report:
Risks and opportunities arising from
our stakeholder engagement

6 A summary of the organization’s materiality determination process
See page 16

2

6 A description of the reporting boundary and how it has been determined

Redefine Properties INTEGRATED REPORT 2017

6 A summary of the significant frameworks and methods used to quantify or evaluate material matters32
Determining the material matters is one of the cornerstones of a concise and uncluttered
integrated report. It ensures the integrated report discusses all, and only, the matters that
substantively affect the organization’s ability to create value. The materiality determination
process, therefore, needs to be rigorous and stand up to scrutiny.
A matter is material if it could substantively affect the organization’s ability to create value in the
short, medium or long term.33 Typically, a material matter is one that substantively affects, or
has the potential to substantively affect, the organization’s strategy, governance, performance,
prospects or capitals. They are often the matters discussed at governing body and executive
meetings and, importantly, they cover all the capitals and the short, medium and long term for
holistic and complete reporting.
Section 3D of the <IR> Framework sets out the materiality determination process and is a useful
guide. A summary of the materiality determination process, including the governing body’s role
in the process, is given in the integrated report.
Refer to King IV, Principle 5, for the recommended practices on the governing body’s role and
responsibility regarding materiality.

Further information can be found at:

https://integratedreportingsa.org/materiality-in-integrated-reporting/

30 www.redefine.co.za/investors/integrated-reports/latest-integrated-reports.
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31 International <IR> Framework, paragraph 4.40.
32 International <IR> Framework, paragraph 4.41.
33 International <IR> Framework, glossary.

Preparing the report
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i

The following can be useful in determining material matters34:
6 Ensure a consistent understanding and definition of materiality at the start of the process.
6 Agree the steps for identifying and prioritising potential material matters.
6 Involve executive and senior management in the materiality decision-making process
(oversight).
6 Use multiple sources to identify potential material matters, including (but not limited to):
–– board and executive matters discussed;
–– inputs and outcomes on the capitals (the business model);
–– stakeholder information on their needs, interests and expectations;
–– risk and opportunity analysis and assessment;
–– strategy over the short, medium and long term; and
–– reviewing other integrated reports particularly in the same industry.

Example 6
Here is an example of how an organization disclosed their materiality determination process and
material matters.

Life Healthcare Group Holdings Limited: Integrated report 201735

MATERIAL
MATTERS

The Group defines a matter as material if it has a direct or
indirect impact on our ability to create, preserve or erode
financial, economic, environmental and social value for the
Group and its stakeholders. A range of internal and external
influencers were taken into account when distilling these
material matters. These included strategy, the board’s
agenda, management reports, external operating
environment, stakeholder expectations ( page 40) and the
key risks analysis ( page 43).
The Group no longer recognises the ‘growth through
expansion’ material matter as it stood in our previous report.

The broad nature of this material matter was assessed,
and the key elements of the definition were incorporated
into other Group material matters. All relevant aspects
and impacts of our relationships with medical healthcare
funders were consolidated into a stand-alone
material matter.
Life Healthcare regards the following matters as material in
the short, medium and long term. We engage and respond
to the material matters through our strategic focus areas as
indicated for each.

S

2. Specialised skills shortages

outh Africa has a general shortage of doctors, pharmacists, specialist
nurses, registered nurses, specialised ICU nurses and other healthcare
professionals that may adversely impact service delivery, cost of care
and growth. Some of Alliance Medical’s markets are experiencing a shortage of
radiography skills. Poland’s shortage of qualified medical personnel is expected
to increase.
The following factors impact on skills shortages:

1. Cost of care

C

ost of care impacts on the Group’s profitability and growth in all of
our territories.

• A highly competitive employment market with above-inflation wage increases provided by the South African
government and other institutions
• Training of nurses in South Africa through the Life College of Learning – a registered higher education institution
• Skills development, training, bursaries and sponsorships
• Leveraging skills and knowledge transfers from facilities in Alliance Medical, Poland and India to South Africa,
specifically in areas such as oncology (India), and gynaecology and cardiology (Poland)

Strategic focus areas

The following factors impact on the cost of care:

Affected stakeholder groups
Government; employees; doctors and consultants

• Costs of input materials and services to operate efficiently and with a high level of quality (closely linked to the
‘quality of care standards’ material matter)
• Exchange rate impacts on imported necessities such as surgical consumables and medical equipment
• The volume of patients accessing healthcare
• Patient attraction, as approximately 75% of patients on medical insurance in South Africa are not directed to
particular hospitals
• Affordability of southern African private medical insurance market and existing members buying down their medical
insurance options or abstaining from using medical insurance
• South African medical healthcare funders, which are a significant revenue source, and provide access to patients –
refer to the ‘Medical healthcare funders’ material matter
• Labour cost which accounts for about 44% of total Group overheads, including wage increases and scarce and critical
skills such as specialised and registered nurses
• Ability to adapt nursing staffing levels to align with occupancies and to meet the needs of the patients
• Partnerships with doctors and other medical professionals
• Increases in onerous regulations which are routinely accompanied by increased costs to achieve compliance
• Governments’ continued drive to reduce healthcare costs

Strategic focus areas

G

3. Government relationships

overnmental impacts range from originating laws and regulations to
issuing licences to operate. The government is the main source of
revenue for Alliance Medical and Scanmed, and contributes significantly
to southern Africa and Max Healthcare’s revenue.
The following factors impact on government relationships:
• PPPs directly affect government policies and spending
• Bed licences are required for brownfield and greenfield expansion in southern Africa

Affected stakeholder groups
Government; shareholders; investors and financiers;
industry and regulatory bodies; patients; medical
healthcare funders; government as a customer;
doctors and consultants; suppliers

• Revenue and profitability are impacted by any healthcare regulatory reforms and tariff changes
• The public sector provides a significant portion of Alliance Medical’s revenue, making the reforms, contract awarding
and reductions or delays in payments, highly significant to profitability. In addition, Alliance Medical operates across
other European countries, although slightly less material from a revenue stance. Its revenue in these countries can also
be impacted by regulation and policies

Strategic focus area

Affected stakeholder group
Government; government as a customer

32
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34 Adapted from GRI’s Forging a Path to Integrated Reporting, page 26.
35 www.lifehealthcare.co.za/investor-relations/results-and-reports/.
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Stakeholder relationships
The <IR> Framework Guiding Principle states…. an integrated report should provide insight into
the nature and quality of the organization’s relationships with its key stakeholders, including
how and to what extent the organization understands, takes into account and responds to their
legitimate needs and interests.36
Stakeholders are defined as… those groups or individuals that can reasonably be expected to
be significantly affected by an organization’s business activities, outputs or outcomes, or whose
actions can reasonably be expected to significantly affect the ability of the organization to
create value over time. Stakeholders may include providers of financial capital, employees,
customers, suppliers, business partners, local communities, NGOs, environmental groups,
legislators, regulators, and policy-makers.37
Ongoing stakeholder engagement is part of usual business activities and there is ample
available guidance on ways to engage (day-to-day liaison, meetings, roundtables, surveys,
interviews etc.). Regular feedback to the governing body keeps it informed of key stakeholders’
legitimate and reasonable needs, interests and expectations, and how the organization is (or is
not) responding to them.
Understanding the perspectives and views of key stakeholders helps the organization in many
ways: it can highlight market trends and inform the organization’s strategy, risks and
opportunities.
This understanding also assists in identifying the organization’s material matters. “An effective
reporting process should ideally include explicit provision for a process of dialogue between the
organization and its key stakeholders, in addition to relying on internal processes. If undertaken
effectively, this dialogue process should enhance the organization’s ability to create and sustain
value by building trust between the parties and by providing a valuable input into the
organization’s strategy development process. It is recommended that systems are put in place to
facilitate this dialogue and ensure that the organization is responsive to the views and interests
of its stakeholders.”38
The organization can develop a process to collate feedback from key stakeholders. Interactions
can be recorded with the date, content and form of engagement, and the information kept in a
central repository.
Matters identified during stakeholder engagement will not always be among the organization’s
material matters disclosed in the integrated report. Such matters could be dealt with through
other communications, for instance:

6 supplementary reports (e.g. a sustainability report);
6 communications on the website (e.g. fact sheets);
6 one-on-one engagement with affected stakeholders;
6 individual letters/reports to these stakeholders; and
6 public releases.
An effective integrated report will show how the key matters raised by stakeholders have
influenced the organization’s strategic objectives, risks and opportunities and its material
matters (this is the feedback loop).
Refer to King IV, Principle 16, for the recommended practices on the governing body’s role and
responsibility regarding stakeholders, including disclosure recommendations.

36 International <IR> Framework, paragraph 3.10.
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37 International <IR> Framework, glossary.
38	IRC, Framework for Integrated Reporting and the Integrated Report: Discussion Paper, 25 January 2011, page 21, available at
www.integratedreportingsa.org.
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Example 7
Here is an example of how an organization reported on their stakeholder relationships.

Reunert Limited: Integrated Report 2017
Pillar three: Sustainability review continued

Pillar three: Sustainability review continued

STAKEHOLDER RELATIONSHIPS

Our stakeholders are integral to our business: we strive to follow a customer-centric
approach to retain and grow our customer base; our employees play a vital role in
achieving our desired performance; we rely on effective relationships with our supply
chain to deliver our products and services.
The matrix below lists our primary stakeholder groups and illustrates the level of power/influence of the stakeholder versus
their interest. This assessment is based on input from executive management, strategy development sessions and feedback
from employees. There were no significant changes since the prior year.
Our governance processes and the effectiveness of stakeholder management, including our approach to stakeholder inclusivity,
are being reviewed to ensure alignment with King IV recommendations.

Shareholders, bankers and the investment community
Providers and influencers of financial capital
Stakeholder expectations and concerns

Group response

> Sustainable growth and acceptable returns

> Executing the Reunert strategy which includes

on investments
new businesses and capacity in existing businesses

direct investor interactions
Major holdings through fund managers in excess of 5%:

Bargenel Investments
Proprietary Limited1

13%

Employees and trade unions

Keep satisfied

114

> Timely response to market changes

Government Employee’s
Pension Fund

Shareholders,
bankers and
investment community

High

> Engagement on the remuneration policy structure

Key statistics

185

Public Investment
Corporation Limited

Allan Gray
Proprietary Limited

11%

10%

6%

Share ownership analysis

Manage

137

Suppliers, service providers and channel partners

Low

POWER/INFLUENCE

> Return of excess cash through share buybacks

> Alignment of remuneration with performance

Beneficial shareholders holding of 5% or more:

Customers
Regulators and government

investment in existing businesses to ensure organic
growth and targeting selected acquisitions

> Appropriate use of surplus cash, including investment in

Other business partners

Community

Monitor

Keep informed
Low

High
INTEREST IN REUNERT

Partners
Suppliers, service providers, channel partners (including franchisees) and other business partners are integral
to the supply chain and in delivering our products and services
Stakeholder expectations and concerns

Group response

> Partnerships that provide growth opportunities

> Long-term supplier agreements

> Long-term security of supply

> Strive for good relationships with OEMs

> Volumes, price and the related impact on business

> Implementation of new business models and/or new

performance and sustainability

empowerment structures

> Transformation requirements, including BBBEE ratings

We adapt our various engagement methods to each individual stakeholder group’s needs. This includes our interim and annual
reporting suites, meetings and forums, presentations, site visits, surveys, etc.
Significant matters identified through stakeholder engagements at business unit level are escalated to group level where
applicable. If necessary, these are addressed by the Board.

> Implementation of the transformation strategy

Key statistics
More than

5 500

suppliers

37

Nashua franchises

320

ECN distributors

R5,7 billion

in goods and services purchased

1 Empowerment shares.
78

80

REUNERT LIMITED

REUNERT LIMITED

Business model
The <IR> Framework Content Element states …an organization’s business model is its system of
transforming inputs, through its business activities, into outputs and outcomes that aims to fulfil
the organization’s strategic purposes and create value over the short, medium and long term.39
See Figure 1 on page 6 for the value creation process. The definitions of the key elements of the
business model are:

Inputs

The capitals (resources and relationships) that the organization draws upon for
its business activities.40

Business activities

Business activities include the planning, design and manufacture of products or
the deployment of specialized skills and knowledge in the provision of services.40

Outputs

Outcomes
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An organization’s products and services, and any by-products and waste.40
The internal and external consequences (positive and negative) for the capitals
as a result of an organization’s business activities and outputs.40

39 International <IR> Framework, paragraph 4.11.
40 International <IR> Framework, glossary.
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The <IR> Framework recommends a simple diagram showing the organization’s value creation
process from inputs to outcomes, with clear explanation of the relevance of the various elements.
In drawing up the business model it helps to focus on information that is material in explaining the
organization’s operations. There is clear differentiation between inputs, outputs and outcomes. The
information therein links to the information in other Content Elements, such as strategy, risks and
opportunities, external environment, outlook and governance. It has been said that get the
business model right and the rest of the report flows.

i

Experienced South African reporters have found the following useful when drawing up the
business model:
6 Give the material inputs into the business in the year.
6 Make clear differentiation between the organization’s outputs (they can only be products,
services and waste) and outcomes (effects on the capitals).
6 Cross-reference to where the main outputs can be found to obviate a long list in the diagram.
6 Cross-reference to stakeholder information.
6 Consider all capitals (assists with completeness).
6 Be clear that the diagram is the business model.
6 It is useful to review whether the components of the material KPIs are covered in the
business model.

Further information can be found at:

integratedreportingsa.org/reporting-on-outcomes/

Example 8
Here is an example of how an organization reported their business model.

Nedbank Group Limited: Integrated report 201741

BEING POSITIONED FOR VALUE CREATION

OUR VALUE-CREATING BUSINESS MODEL
OUR CAPITALS
inputs

ENABLE VALUE-ADDING ACTIVITIES
outputs

FINANCIAL

R89bn equity
R772bn deposits
INTELLECTUAL

10th most valuable SA brand
A leader in wholesale banking,
commercial-property finance,
vehicle finance, and asset and
wealth management
Strategic partnerships with
Old Mutual, ETI, Bank of China and
Deutsche Bank

Provide savings and
investment products

Generate returns on our
strategic investment in ETI

Extend credit to
our clients through
responsible
lending practices

Reward performance
and invest in attracting,
developing and
retaining our people

Maintain, optimise
and invest in our
operations, including
technology, marketing
and infrastructure

Pay taxes in the
jurisdictions in
which we operate

Generate deposit yields
and interest income
earned on amounts
advanced

HUMAN

Using our financial expertise
to do good for individuals,
families, businesses and society

CREATING VALUE FOR
OUR STAKEHOLDERS
outcomes

Facilitate payments
and transactions

31 887 employees
Client and people-centred culture
Strong compliance and governance
culture

STAFF

R12,8bn in salaries and benefits

Provide advicebased services

MANUFACTURED

129 core IT systems
336 new digitally focused outlets
3 948 ATMs and 613 outlets
Market-leading digital CVPs

... WHILE
MANAGING
KEY RISKS

Manage, protect and
grow wealth through
insurance, asset and
wealth management
solutions

SOCIAL AND RELATIONSHIP

7,9 million clients
One of SA’s most transformed
banks
Leader in sustainability
Leader in social responsibility

Credit risk

CLR below
60–100 bps target
range: 49 bps

Market risk

Offer global marketrelated services

NATURAL

R1,4bn NII sensitivity
for a 100 bps change in
interest rates over a
12-month period
Trading value at risk R23,0m

SUPPORTED BY STRONG
GOVERNANCE AND ETHICS

14 Green star ratings across seven
buildings
Carbon-neutral operations
Leader in renewable-energy
financing
Balance operational water usage
by releasing the equivalent amount
back into water system

Balance sheet risk

LCR > 2017 minimum of 80%:
116% (Q4 2017 average)

Nedbank is committed to the highest standards of
governance, ethics and integrity.

CET1 CAR > 10,5–12,5%: 12,6%

We therefore embrace worldclass banking practices
and robust institutional frameworks to ensure our banking
services are secure and stable, and we are constantly
reviewing these practices to ensure that we consistently
act in the best interest of our shareholders.

Across all activities

Operational risk
Strategic and execution risk
Business risk
Cyberrisk

W

V
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W

R838m

5,1% to

R29,8bn

Taxes

W
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> (100%) to

Expenses

6,7% to

R5,2bn

Other equity
holders

W

25

R3,3bn

R24bn

Associated
loss

28,7% to

R678m

Headline earnings

W

20

(27,4%) to

NIR

V2,4% to

2,8% to R11,8bn

CLIENTS

R153bn new loans advanced
19,1 billion transactions processed
Convenience – application systems uptime
at 99,99%
Exciting new digital innovations
Top-tier asset management performance

SHAREHOLDERS
Share price + 7,5%

Full-year dividend + 7,1% to 1 285 bps
> 90% voting outcome for all resolutions at
50th AGM

REGULATORS

Compliance with all regulatory requirements
IFRS 9 smooth implementation

SOCIETY

R168,4m socioeconomic spend
R3,8bn granted for empowerment financing
Disbursed R18,4bn (2016: R15,2bn) for
renewable-energy deals adding a further
2 100 MW to the national grid

Contribution to water security
BBBEE rating: level 2 (Amended FSC)

ROE excl goodwill

V

R27,6bn

Credit
impairments
charges

62,1% female representation

200 000 adults and learners benefited from
consumer education programmes

Delivering financial outcomes for Nedbank in 2017
NII

78,5% black staff

R9,8bn tax contributions
Regulatory and compliance risk
Reputational risk
Conduct and culture risk

Read more about our risks on pages 48 to 50.

V 4,5% to

R355m invested in training

16,4%

Read more about value to stakeholders on pages 26 to 35.

Nedbank Group – Integrated Report 2017

41 www.nedbank.co.za/content/nedbank/desktop/gt/en/aboutus/information-hub/integrated-reporting.html.
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Performance and KPIs
Meaningful disclosure of performance is essential to enable a critical assessment –
internally by the governing body and management and externally by stakeholders – of the
extent to which the organization is achieving its strategic objectives.42
KPIs (and other quantitative indicators) compare and track performance against past and current
targets and determine future targets. Ideally, KPIs are consistent year-on-year and any changes are
explained.
New reporters often ask which of their many KPIs are needed for the integrated report. A good
integrated report covers all the core or strategic KPIs, being those that:

6 substantively affect strategy;
6 measure management’s progress/success on strategic objectives; and
6 link to management’s remuneration.
Additional KPIs can be shown in the report but be wary of falling into the trap of including too
many – disclose what is the most useful to understanding the organization’s ability to create
value over time.
The <IR> Framework lists the common characteristics of suitable quantitative indicators (KPIs):

6 Relevant to the circumstances of the organization
6 Consistent with indicators used internally by those charged with governance
6 Connected (e.g. they display connectivity between financial and other information)
6 Focused on the matters identified by the organization’s materiality determination process
6 Presented with the corresponding targets, forecasts or projections for two or more future periods
6 Presented for multiple periods (e.g. three or more periods) to provide an appreciation of trends
6 Presented against previously reported targets, forecasts or projections for the purpose of
accountability

6 Consistent with generally accepted industry or regional benchmarks to provide a basis
for comparison

6 Reported consistently over successive periods, regardless of whether the resulting trends
and comparisons are favourable or unfavourable

6 Presented with qualitative information to provide context and improve meaningfulness 43
Further information can be found at:

integratedreportingsa.org/reporting-on-performance/
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42 IRC, Disclosure of Performance against Strategic Objectives: An Information Paper, page 1, available at www.integratedreportingsa.org.
43 International <IR> Framework, paragraph 4.53.
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The following table is helpful to organizations setting KPIs for the first time or where previously
only financial KPIs had been set.
When setting KPIs to measure actual performance against strategic targets
consider the organization’s strategies and priorities:

1

The organization’s
strategies and
priorities

6 What are they?
6 How do the governing body and executive team measure and monitor them?
6 Are they reflected in remuneration packages, including the chief
executive officer, and is there an indication of how the leadership has
performed against the strategies and priorities?

New reporters should consider the minimum information that will be
required. It is easier to start small than to immediately aim to be the best in
the industry.
Consider the following questions when deciding what information to include:

2

What information
is required
internally?

6 What information do senior management and executives require to make
effective business decisions?
6 What information is needed to monitor achievement of strategies and
priorities?
6 Benchmarking – what are peers doing (industry, geographic, etc.)?
6 What is the current best practice, for example King IV, GRI, etc.?

When considering the needs of users, ask the following questions:

3

What information
is required
externally?

6 What information have stakeholders requested that are material to the
organization?
6 What are the relevant regulatory requirements, including laws,
regulations, governance standards etc.?
6 What is the industry-specific information (for example, water usage and
carbon emissions) that applies to all organizations in the industry?
6 What is important geographically (the information that is required when
operating in a geographic jurisdiction)?

Consider existing information:

4

What information
is currently
available?

6 What financial and non-financial information is available?
6 What is the information used for and how often is it compiled (monthly
reporting/incentive schemes/regulatory requirements etc.)?
6 What information has historically been provided in reports?
6 Is the available information internal or external and is it reliable?

5

Prioritise based
on an information
gap analysis

Once a gap analysis using existing information establishes what is
required, the organization decides on how quickly it can bridge the gaps –
the most critical KPIs/information are addressed first. The priority can be
informed by the capitals and the material matters identified for inclusion in
the integrated report.
Embedding proper processes to ensure quality information takes time
(even a number of years) – focus on quality over quantity of information.

27
Integrated Reporting Committee (IRC)
of South Africa

Tr u w o r t h s I n t e r n a t io n al
INTEGR ATED REPORT

/ 46

A N A L Y S I S O F F I N A 2N0C1I 7A L P E R F O R M A N C E

ORT continued

Preparing the report
continued

ncome

6% on a pro forma 52-week basis) to R18.5 billion, with
unt sales growth of 2%.

6: 53%) of retail sales for the period.

omprises Group retail sales, together with wholesale
e income, less accounting adjustments, grew 8% (6% on a
illion (2016: R16.7 billion).

5% following the opening of a net eight stores. At the end
es (including 38 concession outlets) (2016: 929 including
Change on Change on
prior
prior
period
period
52 on 52
53 on 52
weeks
weeks
%
%
35
33

2017
3 weeks
Rm
5 081

Pro forma
2017
52 weeks
Rm
4 984

2016
52 weeks
Rm
3 751

4 672

4 556

4 794

(3)

(5)

2 813
2 129
1 696
896
1 185
18 472
53
50
8
(518)
18 065
278

2 736
2 075
1 657
878
1 159
18 045
52
50
8
(518)
17 637
274

2 713
2 186
1 680
816
1 075
17 015
34
–
9
(404)
16 654
292

4
(3)
1
10
10
9
56
n/a
(11)
28
8
(5)

1
(5)
(1)
8
8
6
53
n/a
(11)
28
6
(6)

represents the 31 weeks since acquisition and were
her average exchange rate (R/£ 22.15) compared to the
(R/£ 17.27).

The following analysis of performance aims to demonstrate how the Group’s financial capital
has been increased, decreased or transformed through the Group’s operating and investing
activities in the 2017 reporting period, and how the effective management of this capital is
expected to contribute to value creation for shareholders in the short, medium and long-term.
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Group retail sales increased by 9% (6% on a pro forma 52-week basis
cash sales growth of 16% and account sales growth of 2%.
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Outlook
An integrated report offers users future-oriented information, as opposed to the historical view
of financial reporting prevalent in the old-style annual report.
The <IR> Framework Content Element states: An integrated report should answer the question:
What challenges and uncertainties is the organization likely to encounter in pursuing its
strategy, and what are the potential implications for its business model and future
performance? 45
This does not mean that the organization has to provide a detailed analysis of future
performance in the integrated report. Rather, the organization’s outlook covers its informed view
on the likely future external environment, how this will affect the organization, and the view on
achieving strategy in the future and the major challenges and uncertainties to achievement.

i

Experienced South African reporters have used various means to illustrate outlook
information, including:

6 Current and projected costs that influence future profits.
6 Sensitivity analyses.
6 Projected commodity prices and exchange rates and their effect on the organization.
6 Anticipated changes in regulations.
6 Expected macro-economic conditions and how these will affect the organization.
Example 10
Here is an example of how an organization disclosed a sensitivity analysis as part of its
information on outlook.

Kumba Iron Ore Limited46

Sensitivity analysis (1% change) – EBITDA impact (Rm)
(265)

(500) (400)

265

Export volume

380

Export price
Currency

(400)
(300)

(200)

(100)

400
0

100

200

300

400

500

Change per unit of key operational drivers, each tested independently

e differential potential

to higher lump:fine ratio
34 vs global average of 30:70)



Sensitivity analysis
Currency (R/US$)
Export price (US$/t)
Volume (kt)

Unit change
R0.10/US$
US$1.00/t
100 kt

2017 EBITDA impact
R300m
R535m
R65m

Currency (R/US$)

Unit change
R1.00/US$

Breakeven price impact
US$2.75/t

Sensitivity analysis
1% change to key operational drivers, each tested independently
(265)



tentiAl For cost
FFerentiAtion

pe for differentiation
ugh uhDms technology



ential leverage in operating
s through enhanced
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265

Export volume

(380)

380

Export price

STAKEHOLDER PERCEPTIOnS

Sensitivity analysis (1% change) – EBITDA impact (Rm)

our top 10 risKs
Cash breakeven price

the operAtinG environment

nger price realisation,
en by effective marketing
vities

1% change to key operational drivers, each tested independently

(380)

ty to achieve quality and

p premium for superior ore
ity (64.1% vs 62% benchmark)

ty to respond more quickly
arket volatility due to
ter operational flexibility
result of company size and
superior ore quality

Sensitivity analysis

Our business

tentiAl For revenue
FFerentiAtion

1. Commodity markets and exchange rate fluctuations
Currency
Platts 62% breakeven price
(400)
400
2. Safety and health
US$10
(500) (400)
(300)
(200)
(100)
0
100
200
300
400
500
3. Third-party infrastructure
40
4
US$1
5
perlegislation
unit of keyand
operational
drivers,
each tested independently
4. Change
Mining
regulatory
compliance
1
Sensitivity
analysis 1
Unit change
2017 EBITDA impact
5. 29Socio-economic
and current
governance challenges
Currency
(R/US$)
R300m
6. Stakeholder
relations and R0.10/US$
social licence to operate
Export price (US$/t)
US$1.00/t
R535m
7. SIOC empowerment status 100 kt
Volume (kt)
R65m
8. Cyber
risk
change
Breakeven price impact
45 International <IR> Framework,Unit
paragraph
4.34.
9. Resource
and
securing
Currency
(R/US$)
R1.00/US$
US$2.75/t
46	Kumba depletion
Iron Ore Limited,
Integrated
Reportour
2017growth
www.angloamericankumba.com.
This material is reproduced with permission from the
publishers
– to be used
for information purposes
only.business)
No unauthorised reproduction is permitted and the material may not be sold.
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