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Introduction

[bookmark: _GoBack]As of 2010, all JSE listed companies are expected to ‘apply or explain’ the commandments passed down from the third edition of the King Code of Governance, or ‘King 3’, which includes recommendations for adhering to the principle of ‘integrated reporting’.  However, King 3 did little to clearly define what is meant by ‘integrated’ and/or ‘reporting’, and established an entirely new level of corporate uncertainty over their obligations to provide meaningful sustainability data to a wide array of stakeholders.  Thus, an Integrated Reporting Committee (IRC) was formed by the Association for Savings & Investment South
Africa (ASISA), Business Unity South Africa (BUSA), the Institute of Directors in Southern Africa (IoDSA), the JSE Ltd, and The South African Institute of Chartered Accountants (SAICA) in May of 2010, with others joining the IRC later in the year: the Banking Association of South Africa (BASA) and the Chartered Secretaries of Southern Africa (CSSA). The IRC is chaired by Professor Mervyn King, the chairman of the King Committee, and a group of sustainability practitioners were recruited into the IRC Working Group (IRCWG) to develop guidelines on good practice in integrated reporting.

Unfortunately, the first document to be produced by the IRC and/or the IRCWG was issued as a ‘discussion paper’ with a multitude of immediate concerns raised about the overall process leading up to the distribution of the discussion paper.  These include:

· The integrity of the process used to form the IRC and/or the IRCWG, where it appears that both the Committee and the WG heavily favour accountancy firms and/or bodies, with little to no representation from industry, government, the NGO sector or a broader array of sustainability practitioners (i.e., the non-accountants).

· The impression that the “discussion paper” appears to be a finalised document and/or a forgone conclusion that the JSE will use the document to assess levels of transparency and/or accountability among listed companies.

· The lack of clarity around what companies are ‘expected to do’, versus ‘recommended to do’ and/or what might be useful in a ‘best case scenario’.

· The lack of clarity around the difference between ‘integrated reporting’ and the ‘integrated report’, where the latter ought only to be an outcome of a process leading to holistic sustainability management within companies.

· The lack of clear guidance on what is meant by ‘stakeholder engagement’ and/or what companies ought to be ‘expected’ to do.

· The impression that the IRC is building a business case for ‘the combined assurance model’ which ultimately would impose additional audit burdens on companies, with implied guidance to hire accounting firms to conduct not only the financial audit, but also the “non-financial”, or “sustainability” assurance engagement.  This includes the unfortunate and almost comprehensive avoidance of mentioning the concept of ‘Economic Value Add’, or ‘EVA’, when it comes to ensuring that assurance providers have adequate capacity, skills and/or experience to conduct sustainability assurance engagements that can add value either to the reporting entity and/or the stakeholders intended as readers of the report.

· The lack of clear guidance on how best to manage multiple reporting guidelines and/or competing guidance, including the challenges of seeking finality on SA’s IRC document before there is finality over the International Integrated Reporting Committee (IIRC) guidance document(s) – expected in June 2011 – as well as the discrepancies between the requirements of the International Financial Reporting Standards (IFRS) and/or other accounting reporting standards.


Purpose

In response to the IRC’s distribution of a “Discussion Paper” on “Integrated Reporting”, which was presented in such a way as to lead many stakeholders to believe that this was a ‘final’ document – including the fact that many stakeholders received physically bound copies of what appeared to be a completed document – this “Conversation Paper” is intended to initiate further discussion and/or debate around the content and implications of the SAICA-lead IRC report.  

This document – presented in an editable format (i.e., MS Word) – has been drafted with the intention that all interested parties might use it as a launch pad from which their own thoughts, questions, comments and/or concerns might be aggregated as ‘feedback’ to the IRC.  Distribution is to ALL listed companies reviewed in last year’s “King III and GRI+11: A 2010 review of sustainability reporting in South Africa” (published by SustainabilityServices.co.za in partnership with HKLM, Law Printing and the ACCA), with the intention of this document being updated with any/all useful feedback being incorporated into a final commentary to be submitted to the IRC (if received by the 17th of March 2011).


1. Issue 1:	 The perceived lack of due consideration to key stakeholders in the integrated reporting debate

In a country such as South Africa, in 2011, it’s difficult to comprehend how a “multi-disciplinary team” could be assembled to talk about the ideals, impacts and challenges of integrated reporting without ensuring that either the “Committee” or “Working Group” consisted of – at bare minimum – racial diversity that includes Black Africans.  Moreover, it is difficult to understand how the following stakeholders were not considered for inclusion in the panel of experts:

Government:	The largest procurer of goods and services in the country, and the architects of such sustainability-related guidance documents as the Mining Charter, the dti Codes of Good Practice, the Employment Equity Act, the Workplace Skills Development Act and other equally important reporting requirements.

NGOs:	Although not as prominent, forceful and/or vocal as in other countries, key environmental protection and social development organisations are not only potential audience members of integrated reports, but also potential key resources in terms of what they expect from company reports.

SMMEs:	Although the IRC document is primarily, or at least in the short-term, geared towards listed companies, one should not assume that integrated reporting is a listing requirement.  Rather, integrated reporting is to be expected of ALL companies seeking to adhere to global and local expectations for enhanced transparency and accountability. Moreover, some local SMMEs (e.g., Impahla Clothing, Cape Town) have demonstrated unique success stories for reporting, and might be able to offer important reporting questions that might otherwise be overlooked by larger/listed companies.

Authors:	In most cases, South African company reports are written by specialised consultants acting in a purely authorship role.  Although two of the three companies in the IRC/WG (Sasol and Anglo Platinum) are represented by their principal in-house report authors, 84 GRI-based reporting companies have not been considered, nor the roughly 300 companies that are yet to meet the GRI Guidelines expectation of King III.  Thus, it is likely that the views of the two authors on the panel are skewed by their own depth and breadth of knowledge – built up over several years – and therefore they are no longer representative of the authors seeking guidance over the expectations of King III and/or integrated reporting.

Assurers:	Internationally, only 50% of all assurance engagements – based on a review of ALL sustainability reports listed on the CorporateRegister.com database of annual and sustainability reports, in the 15 countries with the most GRI-based reports – have been provided by ‘the Big 4’ accountancy firms.  Academics, individuals and niche/boutique assurance providers such as SustainabilityServices.co.za have been called upon to provide the other 50% of all assurance engagements. Thus, one must argue the merits of ensuring that the ‘assurance approach’ is not hindered by a narrow point of view (i.e., that only of accountants), but rather enhanced by a wider set of experiences and approaches (e.g., AccountAbility’s AA1000AS rather than ISAE 3000).

Question 1:	Would it not be wise to accept that Mervyn King, in partnership with the South African Institute of Chartered Accountants (SAICA) who is driving the IRC process, erred in assembling a ‘usual suspects’ team of “experts”, rather than ensuring that the process of establishing integrated reporting guidelines began with an inclusive approach to dialogue?

Answer 1:	Not only is the make-up of the IRC/WG unsatisfactory, but it is recommended that the process start again! 


2. Issue 2:	 The presentation of what appears to be a ‘completed document’

Although many people received a .pdf version of the IRC’s “Discussion Paper”, many stakeholders reportedly received a bound copy of the document that appeared to be a ‘final report’ rather than a document to be discussed.  The mere fact that the report was laid-out (i.e., desktop published) to look like a ‘final report’, although presenting the document in a professional manner, led many readers to believe that this was already a set of reporting expectations that the JSE would now hold them to account over, in the same way as King III.  

This issue was exacerbated by SAICA’s ill-advised decision to distribute invitations to stakeholders to attend information sessions with Mervyn King, at a cost of R1 500 per person, unless they happen to be SAICA members (i.e., accountants), who are only expected to pay R1 000 for the privilege of talking to Mervyn about the IRC’s “Discussion Paper” (see Appendix 1).

While speaking to Mervyn isn’t without its value, the fair conclusion for any invitation recipient is that the so-called “Discussion Paper” is not open for debate, but rather a document with content knowledge that can be ‘sold’ by SAICA and the members of the IRC/WG panel, of which only one is not an accountant (Jon Hanks) and/or linked directly to a ‘Big 4’ accountancy firm.

Question 2:	Would it not be wise to ensure that the “Discussion Paper” is clearly presented as a ‘working document’ that is open for discussion, debate, improvement and/or clarification, rather than presenting it in a manner that suggests that the “discussion” is actually over (unless one is willing to pay for the privilege of being ‘talked at’ by the IRC/WG members)?

Answer 2:	At bare minimum, SAICA should be much more transparent in ensuring that stakeholders know that a) the “Discussion Paper” is a debatable document, and b) the IRC intends to hold FREE conversation sessions in the weeks following the advertised event!


3. Issue 3:	 The need to define what is ‘expected’ versus ‘recommended’ or a ‘nice to have’

Based on industry’s experience with King III, which although it clearly states that the contents of the report are “recommendations”, and that companies ought only to “apply or explain” their adherence to ‘the Code’, it is not unreasonable to assume that the majority of readers of the IRC “Discussion Paper” have interpreted the document as new listings requirements.

It is important to note that under King III, companies – not only listed companies, but ALL companies – should adopt the ‘apply or explain’ approach to the recommendations of King III, which means that, for example, companies do not NEED to seek independent third party assurance over their sustainability reports (or the ‘non-financial’ information within their integrated reports), but must either seek assurance or explain why they have chosen not to.  Companies do not NEED to have an Independent Non-Executive Director, but rather must explain why they do not, should there be a reasonable case for not doing so (e.g., where the majority of shares are held by a family).

The document does not go far enough to explain the difference between what companies ‘must do’, as compared to what a ‘best case scenario’ might be.  Moreover, the document does not identify the timeline for possible implementation and/or adoption by the JSE a listing requirement and/or recommendations.

Question 3:	Would it not be advisable for the IRC to strengthen the awareness among readers that the “Discussion Paper” is NOT a finalised set of guidelines and/or reporting expectations, and that although the JSE is represented on the IRC/WG panel, the document is NOT to be viewed as JSE expectations, either in the present and/or near-future context?

Answer 3:	At bare minimum, the IRC should explicitly identify what elements within the document are current expectations, what are likely to be adopted as reporting expectations in the near future, and what elements are to be deemed as ‘ideal’ (i.e., reporting improvements for companies such as Sasol and Anglo Platinum who are generally regarded as leaders in reporting in South Africa). 

There should be NO confusion over what companies need to focus their reporting attention on in the immediate to short-term.


4. Issue 4: The need to differentiate between ‘integrated reporting’ and ‘the integrated report’, and to clearly explain both

The perceived race towards ‘the one report’ is clearly confounding the essence of what is intended within the ongoing discussion about ‘integrated reporting’.

NOTE:	The concept of ‘Integrated reporting’ is far more holistic than the production of a combined financial and “non-financial” Annual Report: once a year; 3 months after the financial year has ended.  Rather, it is a systematic approach to ensuring that companies can demonstrate that ‘success’, or better yet ‘sustainability’, is not simply measured by a set of financial statements: the Balance Sheet, Income Statement, etc.  In summary, ‘integrated reporting’ demands that companies prove (among other things):

a. That profit is not generated at the expense of the physical/natural environment around them.

b. That profit is not generated at the expense of the health and well-being of the company’s employees, customers, communities around their operations, or other stakeholders.

c. That profit is not generated at the expense of fundamental human rights such as the right to freedom of association (i.e., unionisation), the avoidance of child labour, forced or compulsory labour, and excessive use of force by security personnel, etc.

d. That profit is not generated at the expense of ethics and/or integrity, including the avoidance of bribery, corruption, nepotism and/or anti-competitive behaviour, etc.

e. That stakeholders are identified, prioritised and engaged in a meaningful and regular manner, and that the concerns and/or recommendations of stakeholders are considered – where deemed ‘material’ to the reporting entity – at Board level, and throughout the company’s operations (i.e., that stakeholders are ‘listened to’, not just ‘heard’).
f. That comprehensive feedback to stakeholders is not limited to semi-annual publications of results, including the Annual Report – and that this feedback includes not only financial performance, but also social and environmental performance.

g. That systems and controls are in place to monitor and manage the company’s most material risks and opportunities, and that the information gathered through these systems is both comparable (i.e., consistent with local and/or international norms), complete (i.e., inclusive of all managed operations), accurate and reliable.

h. That the performance measurement and remuneration of executives and the board is linked to the overall performance of the business (i.e., including social and environmental performance), not just its financial performance.

The IRC “Discussion Paper” tends to move quickly from ‘integrated reporting’ into the concept of ‘the integrated report’, without a clear explanation of the need to ensure that the recommended (i.e., not ‘required’) ‘one report’ is the ultimate outcome of a comprehensive system of risk and opportunity identification, prioritisation, monitoring, measurement, and reporting.  It is the intended ‘last piece’, rather than the ‘whole puzzle’, and any move to focus solely on the production of a ‘one report’ is inconsistent with the over-arching intentions of the integrated report-ING discussion (i.e., to enhance corporate management of social, environmental AND financial performance).

NOTE:	The “Discussion Paper” does ultimately allow for consideration of multiple reports, but this appears to be buried in the following section found on p.17, in section 4: Assurance:

Where integrated reports present summary information derived from the more detailed annual financial statements and sustainability report already audited or assured, auditors would report on such aspects in accordance with International Standards on Auditing (ISAs) and the underlying detailed reports should be accessible to users.

Ultimately, a company could choose to produce three separate reports:

1 The Consolidated Financial Statements Report

This would be the standardised 40-60 pages typically found at the end of an Annual Report that includes the required financial disclosures including the Income Statement, Balance Sheet, Cash Flow Statement, Value Added Statement, etc.

Financial Analysts and well-informed shareholders and/or potential shareholders tend to be the only readers of the Annual Report who use the full breadth of this information, whereas the average stakeholder might only be concerned with the Income Statement, Balance Sheet, Cash Flow Statement and Value Added Statement.  Thus, the CFSR should be a document that is specifically produced for its primary target audience (i.e., the investment community).

2 The Sustainability Report (i.e., the Environmental, Social and Governance (ESG) Report)

This would be the typical GRI-based report that provides a clear discourse on the company’s performance in managing its impacts on the physical/natural environment (e.g., energy and water consumption, waste, emissions, etc.), the workforce (e.g., health and safety stats, employment equity, etc.) and society (e.g., corporate social investment and enterprise development), as well as the company’s adherence to the principles of good corporate governance (e.g., ethics, human rights, stakeholder engagement, board performance monitoring and remuneration, etc.).

At this stage, the South African investment community lags far behind Europe and North America in terms of its willingness and/or ability to interrogate sustainability reports for risk and/or financial modelling purposes.  As such, the Sustainability Report should be a document geared to regulatory bodies (including the JSE’s SRI Index), government, academics, and interested and/or affected NGOs (e.g., environmental groups such as WWF).

3 The Integrated Report (or “the one report”…which is not to mean “the only report”)

	This would be materiality-based summary of the CFSR and SR, and would be written in a manner that would provide an effective discourse on the inter-relatedness – almost co-dependency – of social, environmental and economic performance.

In each case, the Income Statement, Balance Sheet, Cash Flow Statement and  Value Added Statement would not simply be presented, but would be discussed in the context of the company’s reporting period performance, and an interpretation of what the financial data means in terms of the company’s implied and/or explicit assertion of remaining sustainable (or “a going concern”).

Where appropriate, key sustainability issues would similarly be interpreted in terms of their impact on the company’s financial performance.  For example, if the issuance of a Section 54 Stop Order (a government directive to stop operations due to a significant safety incident) were to cost the company R10 million per day, then the company’s safety performance should be calculated in terms of ‘real cost’ (i.e., 10 lost days cost R100 million) and ongoing exposure to future losses.

The integrated report should be the primary report to be issued, with the CFSR being issued to shareholders in accordance with reporting requirements.  The Sustainability Report could be an ‘available upon request’ document targeting only those stakeholders who require the depth and breadth of sustainability detail.

NOTE:	Anglo Platinum was the first South African company to make its Sustainability Report available only upon request. After years of distributing more than 12 000 copies of both the Annual Report and Sustainability Report at immense unnecessary cost to not only the company, but ultimately the shareholder, Anglo Platinum determined that it could reduce its Sustainability Report distribution to roughly 300 key stakeholders, with another 200 copies distributed upon request.

Question 4:	Would it not be advisable for the IRC to better inform readers of the “Discussion Paper” that it is not intended that the ‘integrated report’ – where ONE report is NOT to be perceived as THE only solution to ‘integrated reporting’ – would be the primary focus of a company’s commitment to ‘integrated reporting’, but rather the mere output of a system that can prove that sustainability is measured not by profit alone, but by the integrated success of the company’s commitment to economic, social and environmental performance.?

Answer 4:	At bare minimum, the IRC – within its “Discussion Paper” – should attempt to more comprehensively focus on the ‘process’ of ‘integrated reporting’, rather than the output of an ‘integrated report’.


5. Issue 5: The need to clearly define stakeholder engagement and/or the complexities associated with it

In the absence of clear guidance on what is meant by “stakeholder engagement” in the context of ‘integrated reporting’, and/or consideration of the complexities of stakeholder engagement in the context of the principle of materiality, readers of the “Discussion Paper” are left to postulate on the perceived implications of a guidance document that appears to suggest that ALL stakeholders must be engaged, and that the concerns of ALL stakeholders must be both addressed and discussed.

NOTE:	The IRC document assumes that the reader understands the concept of ‘stakeholder’, and speaks about “key stakeholders” without offering clarity regarding what a “key stakeholder” is and/or how one might determine what stakeholders are or are not “key”. Specifically, the IRC document does not ensure that readers understand that a “key stakeholder” might be identified based on one specific material issue, or on their ability to support or hinder the organisation’s progress (i.e., exercise influence over the organisation), or on the organisation’s direct and/or indirect impacts on the stakeholders overall well-being (either positively or negatively).

AccountAbility – a UK-based organisation that has established the AA100 Stakeholder Engagement Standard (SES) – defines ‘stakeholders’ as, 

Those groups who affect and/or could be affected by an organisation’s activities, products or services and associated performance. This does not include all those who may have knowledge of or views about the organisation. Organisations will have many stakeholders, each with distinct types and levels of involvement, and often with diverse and sometimes conflicting interests and concerns.

Typical categories of stakeholders include customers, employees, government agencies, shareholders/investors, suppliers and the communities in which the company operates (or ‘society’).

The problem for most companies is that it is difficult to discern how stakeholders ought to be prioritised, or to discern what ought to be deemed ‘material' as either a stakeholder, or a stakeholder-specific issue to be disclosed within an integrated report.  For example, a community surrounding a mine might deem perceived damage to houses from blasting activities as ‘material’ and/or worthy of lengthy debate or discussion, but the company might consider the impact on a few houses in a peri-urban setting to be relatively insignificant in the grand scheme of its total activities.  At the same time, society might be concerned with an issue such as acid mine drainage (AMD), whereas the company may not have ANY impact on AMD from any of its operations. Meanwhile, government holds the trump card in any mining company (i.e.., the mining rights), and therefore must be considered a key stakeholder for various types of engagement and reporting. Thus, it is important to recognise that companies (i.e., readers of the IRC “Discussion Paper”) need to be offered clear guidance on not only what a stakeholder is, but on how to prioritise stakeholders using the principle of ‘materiality’ (i.e., defining who’s most important and why).

Meanwhile, AccountAbility defines ‘stakeholder engagement’ as, 

Stakeholder engagement is the process used by an organisation to engage relevant stakeholders for a purpose to achieve accepted outcomes.

AccountAbility goes on to suggest that “quality stakeholder engagement” should:

· Be based on a commitment to the AA1000APS principles of ‘inclusivity’ 

All relevant stakeholders should be identified and engaged.

· Clearly define scope

The purpose of engagement of each stakeholder, or group of stakeholders, should be clearly defined based not only on the company’s understanding of their requirements, but also on what the stakeholders believe ought to be considered/discussed.

· Have an agreed decision making process

The scope of engagement should include rules regarding how conclusions might be sought and/or how to deal with disputes.  The decision making process should not be ‘dictated’, but rather designed and agreed upon by the relevant parties (or at least ‘accepted’ by both parties).

· Focus on issues material to the organisation and/or its stakeholders

The purpose should not be to discuss issues outside the control of the company, or that do not necessarily affect the stakeholder, but rather to manage expectations through discussing only the issues that are of mutual significance to both parties (company and stakeholder).

· Be integral to organisational governance

Stakeholder engagement ought to be linked to the overall management and control of the business, and should be linked to such processes as risk management, compliance matters and operational performance monitoring.

· Be transparent

Although the intent should not be to discuss matters that are not pertinent to the specific stakeholder, the stakeholder should be afforded access to the relevant material pertaining to their specific concerns.  Moreover, minutes of engagement sessions should be kept, and all attending parties should review and accept (i.e., sign-off on) the circulated minutes, so as to manage expectations, and/or to avoid conflict during future engagement sessions.

· Have a process appropriate to the stakeholders engaged, including the following steps:

a. Plan 
b. Profile and map stakeholders 
c. Determine engagement level(s) and method(s) per stakeholder /stakeholder group 
d. Identify boundaries of disclosure per stakeholder /stakeholder group
e. Draft engagement plan per stakeholder /stakeholder group
f. Establish stakeholder-specific indicators
g. Prepare 
h. Mobilise resources
i. Build Capacity
j. Identify and prepare for engagement risks 
k. Implement the engagement plan
l. Invite stakeholders to engage 
m. Brief/prepare stakeholders 
n. Engage
o. Document the engagement and its outputs
p. Develop an action plan
q. Communicate engagement outputs and action plan
r. Review and improve 
s. Monitor and evaluate the engagement 
t. Learn and improve 
u. Follow up on action plan
v. Report on engagement

· Be timely

Engagement cannot be expected to be useful if issues of specific importance cannot be discussed without delay, or if stakeholders are only engaged on a prescribed date.  Although a well-structure stakeholder engagement plan might define a schedule of engagement, it must be flexible enough to ensure that stakeholders can be afforded the opportunity to request interim engagement sessions.




· Be flexible and responsive

Effective stakeholder engagement requires proper planning, and a structured approach to stakeholder and issues identification, prioritisation and discussion.  However, such a process must be flexible enough to consider emerging stakeholders and/or issues, and the process must be able to respond to emerging concerns and/or requests for additional engagement during the engagement process.

Question 5:	Would it not be advisable for the IRC to provide more robust guidance regarding processes of “stakeholder engagement” and/or to site specific guidance materials such as AA1000AS as the expected norm for compliance, rather than leave the concept of engagement open for interpretation by the reader? Moreover, would it not be advisable for the IRC to be more assertive in its description of who ought to be engaged, and to what degree?

Answer 5:	At bare minimum, the IRC should summarise…perhaps in a manner similar to the above discourse…the guidance provided by the cited documents (i.e., AccountAbility’s AA1000SES, IFC’s Stakeholder Engagement and the Board, EACSR’s Proactive Stakeholder Engagement and IFAC’s Sustainability Framework).  Moreover, the IRC should be clearer in reminding readers that engagement must occur after a process of stakeholder identification and prioritisation, whereby only the most significant stakeholders and/or stakeholder concerns are to be addressed via engagement.


6. Issue 6: The IRC’s perceived role as a business development arm of ‘the Big 4’ accountancies

The IRC’s “Discussion Paper” tends to create the impression that the IRC is building a business case for ‘the combined assurance model’ which ultimately would impose additional audit burdens on companies, with implied guidance to hire accounting firms to conduct not only the financial audit, but also the “non-financial”, or “sustainability” assurance engagement.  This includes the unfortunate and almost comprehensive avoidance of mentioning the concept of ‘Economic Value Add’ (‘EVA’) when it comes to ensuring that the assurance provider has adequate capacity, skills and/or experience to conduct sustainability assurance engagements that can add value either to the reporting entity and/or the stakeholders intended as readers of the report.

Within the “Discussion Paper”, the following comments should be further explained:

King III recommends that the audit committee should engage the external auditors to provide assurance
on summarised financial information, and it also recommends that the sustainability reporting and disclosure should be independently assured. When determining the integrated reporting assurance strategy, a combined assurance model should be followed taking into account assurance provided by management, internal audit, external audit, and any other external assurance provider, such as ISO certification and BEE verification.

NOTE:	The “combined assurance model” appears to have been widely interpreted to mean “assurance over financial and non-financial data by one assurer”, most frequently by audit partners within the ‘Big 4’ accountancy firms attempting to influence client Audit Committee decisions regarding the identification and/or acceptance of an assurance provider.

	The statement regarding “other external assurance provider, such as ISO certification and BEE verification” does little to dispel the emerging myth that sustainability assurance must be combined with the financial audit, and thus must be provided by the audit firms represented within the IRC/WG clique.

	The “Discussion Paper” does not even attempt to explain that internationally, only 50% of sustainability assurance is provided by the ‘Big 4’, and that companies are often better served by boutique/niche assurance providers that specialise in the provision of AccountAbility AA1000AS assurance engagements, or by thought leaders and/or academics that can provide specialist assessments of the environmental and/or social performance of the reporting entity.

	Even if one respectfully recognises that the likes of KPMG and PwC – at least in South Africa – recruits specialist practitioners with environmental and/or social degrees and/or experience for their respective Sustainability Services teams, it would be unwise to assume that these firms have the required capacity to meet the rapidly expanding demand for assurance services.  Moreover, one must assume that these firms may not offer the best value for money, or that they can be truly ‘independent’ if/when they – although from other departments within their firms – provide other audit and/or advisory services.

Types of Assurance 

In Section 4 of the “Discussion Paper“, the discussion of Assurance” does not go far enough to explain the objectives, process or outcomes of assurance, and what a reporting entity ought to expect from an assurance provider. 

It should be explicitly mentioned that assurance over “Integrated Reporting” requires a review of the systems and processes for disclosing performance against sustainability expectations (i.e., AccountAbility’s AA000 Assurance Principles Standard  (APS) – principles of Inclusivity, Materiality and Responsiveness), and that this is in almost all circumstances occurs on an annual basis, as part of an assurance assessment of a report. 

Assurance over an “Integrated Report” will include the process…as above…and possibly a comprehensive assessment of performance data, depending on the form of assurance sought by the organisation.

Readers of an Integrated Report ought to be aware of the fundamental differences between the four most common types of assurance:

1. ISAE 3000 assurance engagements assess the policies, procedures and systems for data collection, collation and reporting, ultimately testing the outcomes (i.e., reported data) for completeness, accuracy, consistency and reliability.

NOTE:	ISAE 3000 is the limited domain of the accountancy profession, and is hindered by the internal risk management limitations on what an assurance provider may, or may not state within the resulting assurance statement.  Although the accountancy firms appear to be rectifying the situation – albeit slowly –the most common criticism of this type of assurance is the almost guaranteed inclusion of ‘the double negative’: “Nothing has come to our attention to lead us to believe that the information is not correct.”

2. AccountAbility AA1000AS (Type I) assurance engagements assess the reporting entities ability to adhere to the underlying expectations (17 separate indicators) of AccountAbility’s principles of Inclusivity, Materiality and Responsiveness).  Aside from basic reasonability tests of data contained within the report, there is no expectation that the assurance provider will comment on specific performance data.

NOTE:  AA1000AS (Type I) engagements are geared either to organisations seeking assurance for the first time, or to organisations that are not particularly encumbered by the need for extensive data collection, collation and/or reporting procedures (e.g., companies with few employees, limited social and/or environmental impacts, and/or one office).

3. AccountAbility AA1000AS (Type II) assurance engagements are effectively a combination of Type I and ISAE 3000 processes, and assess the reporting entities ability to adhere to the underlying expectations (17 separate indicators) of AccountAbility’s principles of Inclusivity, Materiality and Responsiveness), as well as  the policies, procedures and systems for data collection, collation and reporting, ultimately testing the outcomes (i.e., reported data) for completeness, accuracy, consistency and reliability.

NOTE:  AA1000AS (Type II) engagements are geared primarily to larger entities, or to organisations with extensive data collection, collation and/or reporting procedures (e.g., manufacturing and/or resource-extractive industries).

4. Although not recommended, some organisations might seek a ‘non-aligned assurance opinion’, or an external opinion that does not purport to meet the expectations of ISAE 3000 or AA1000AS (Type I or Type II).  This tends to result in a relatively meaningless assurance statement, but does meet the requirements of any organisation seeking to ‘tick the assurance box for compliance purposes’.

NOTE:  For the purposes of seeking the ‘ + ‘ within the GRI’s C, B or A application level requirements, ‘assurance’ does NOT need to be over the full content of the report, or even one data point.  Having one aspect of the report assured – even as simple as having someone test for sufficient coverage of the GRI’s G3 indicators – adequately meets the GRI’s assurance requirements.

The Assurance Statement

Because the intended audience of the “Discussion Paper” does not tend to be au fait with sustainability reporting and/or assurance, the document should go further to explain what ought to be expected as the obvious outcome of an assurance engagement. Regardless of the type of assurance completed, all engagements must ultimately result in an assurance statement that is published within the report (i.e., a statement from the assurance provider).  

While ISAE 3000 assurance statements tend to be geared to protecting the assurance provider, and thus tend to contain ‘the double negative’, AccountAbility has established a 15-point set of criteria that must be met in order for the engagement to be acknowledged as AccountAbility compliant.  The 15 points that must be contained within the statement are as follows:

1. Does the statement make explicit mention of who the intended users of the assurance statement are?
2. Does the statement make explicit mention of the specific responsibilities of the reporter and the assurer?
3. Does the statement make explicit mention of the assurance standard(s) used?
4. Does the statement make explicit mention of the scope and type of assurance afforded?
5. Does the statement make explicit mention of the disclosures covered within the assurance engagement?
6. Does the statement make explicit mention of the methodology employed to conduct the assurance engagement?
7. Does the statement make explicit mention of any limitations that might have affected the assurance process?
8. Does the statement make explicit mention of the criteria used to assess the report?
9. Does the statement make explicit mention of the level of assurance sought (i.e., ‘moderate’ or ‘reasonable’)?
10. Does the statement make explicit mention of the assurance provider’s findings and conclusions with respect to the 3 AA1000APS principles of Inclusivity, Materiality and Responsiveness
11. Does the statement make explicit mention of the assurance provider’s conclusions on performance (Type 2 only)?
12. Does the statement make explicit mention of the assurance provider’s observations and/or recommendations?
13. Does the statement make explicit mention of the competencies and independence of the assurance provider?
14. Does the statement make explicit mention of the name of the assurance provider?
15. Does the statement make explicit mention of the date and location of where the report was signed off by the assurance provider?

Regardless of which assurance standard(s) is applied, the assurance statement ought to offer the reader a level of comfort over the quality, completeness, and accuracy of the report

The Assurance Provider 

Given the newness of sustainability reporting, there is currently NO local and/or international expectation of competence testing for assurance providers.  In effect, an organisation could ask a key stakeholder – a union, an environmental advocacy group, an academic, a group of employees, etc. – to provide a statement of opinion over the sustainability report.  Granted, this would limit the assurer to a non-aligned assurance approach.  

However, this is changing.

Whereas an ISAE 3000 assurance engagement may only be signed off by an experienced Chartered Accountant, AccountAbility has established a process of certifying sustainability assurance practitioners using s 3-level approach similar to the scaling up of a certified ISO auditor (i.e., up to the point of being considered a “lead assurance provider”).  A Level 1 Certified Sustainability Assurance Practitioner (CSAP) is anyone who has completed the academic learning requirements established by AccountAbility – a 5-day course offered by SustainabilityServices.co.za in partnership with the University of Stellenbosch, the Association of Chartered Certified Accountants (ACCA), and Alan Knight, a Associate of AccountAbility. To become a Level II or Level III CSAP, one must participate in several assurance engagements under the guidance/mentorship of a Level III CSAP, with only a Level III CSAP being afforded the authority to sign-off on the assurance statement.

It is the role of the assured entity to assess the competence of the assurance provider, as well as to ensure that the assurer can be deemed truly ‘independent’ of the organisation.  Assurance providers may not assist with the implementation of policies, procedures or systems pertaining to sustainability performance management, nor may they advise on strategies or act as the report author.

Question 6:	Would it not be advisable for the IRC to provide more robust guidance regarding what the reasonable assurance expectations might be, rather than to leave readers assuming that more services must be procured from their financial auditors.  Without clearly explaining what assurance is, or ought to be, the IRC is creating undue stress among reporting entities, and potentially creating a demand for tick box approaches to sustainability assurance.

Answer 6:	At bare minimum, the IRC should summarise…perhaps in a manner similar to the above discourse…the guidance provided by the cited documents (i.e., ISAE 3000 and AccountAbility’s AA1000AS).  Moreover, the IRC should attempt to gain input from a variety of stakeholders – government, unions, communities, etc. – about what the potential audience of an integrated report might deem useful assurance, or what they seek from an assurance statement within an integrated report.


7. Issue 7: The battle for reporting expectation supremacy

The “Discussion Paper” appears to lack clear guidance on how best to manage multiple reporting guidelines and/or competing guidance, including the challenges of seeking finality on SA’s IRC document before there is finality over the International Integrated Reporting Committee (IIRC) guidance document(s) – expected in June 2011 – as well as the discrepancies between the requirements of the International Financial Reporting Standards (IFRS) and/or other accounting reporting standards.

As accountants – almost exclusively – the IRC ought to be inherently concerned with producing a guidance document that will be perceived by companies as ‘the next JSE requirement’, when their document raises more questions than answers about how companies should be expected to adhere to the reporting expectations of IFRS, while simultaneously attempting to meet the likes of the GRI’s G3 Guidelines and/or the IRC’s own reporting expectations (e.g., competing expectations regarding disclosing risks).


Question 7:	Would it not be advisable for the IRC to firstly ensure that each of its recommendations are compared and contrasted to standard financial reporting expectations to ensure that conflicts do not exist, and to wait until the IIRC has had a chance to offer the outputs of its international processes to establish integrated reporting guidance?

NOTE:	It should be noted that the IIRC appears to have adopted a process of engagement that is much more consistent with the ‘inclusive approach’ than that employed by SA’s IRC.  Thus, it is highly probable that much of the concerns raised in this document, and likely by the many stakeholders who will receive this document for “conversation”, will be addressed in the IIRC’s own “Discussion Paper” due out later this year.

Answer 7:	Would it not be advisable for the IRC to stop what it’s doing…re-establish an IRC that is much more representative not only of the South African populous, but also of the interested and affected parties who will ultimately benefit from enhanced corporate transparency and accountability via integrated reporting…and possibly wait until the IRC has had a chance to finish its process?  

Moreover, the IRC should slow down and reconsider its advice in the context of existing reporting expectations, and ultimately offer guidance toward simplifying the collective understanding of what ‘integrated reporting’ means.

At bare minimum, the IRC should NOT produce a document that is designed and BOUND to look like it is the final word on integrated reporting in South Africa.
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Seminar
JSE-listed companies are required to produce an integrated report for their current financial years, or to explain why they are not doing so. The Discussion Paper Framework for Integrated Reporting and the Integrated Report was released on 25 January 2011 by the Integrated Reporting Committee (IRC), chaired by Professor Mervyn King, to give guidance to organisations. This half-day seminar covers the key aspects of the Discussion Paper and gives participants the opportunity to get first-hand input from Professor King and some of the members of the IRC working group who played a major role in drafting the Discussion Paper. There will be plenty of opportunity for you to have your questions answered by the expert speakers.
Seminar overview 
Professor Mervyn King will outline the context of integrated reporting and the Discussion Paper in terms of King III and international developments. Financial accounting expert Professor Alexandra Watson will cover the financial reporting aspects of an integrated report, and sustainability expert Jonathan Hanks will cover the structure of an integrated report. The issue of materiality and what goes into an integrated report will be discussed by Shireen Naidoo of KPMG, Alison Ramsden of PwC and Graham Terry of SAICA. The audit and assurance implications of the integrated report will be covered by Sandy van Esch from IRBA and Derek Spavins of KPMG.
Who should attend?
1. Directors of companies 
1. Financial directors, company secretaries, investor relations officers, financial managers, sustainability managers 
1. Audit and assurance practitioners 
1. Sustainability consultants 
About the Presenters:
Professor Mervyn King S.C.: Is the chairman of the Integrated Reporting Committee, chairman of the King Committee, chairman of the Global Reporting Initiative, and the deputy chairman of the International Integrated Reporting Committee. He has consulted, advised and spoken on legal, business, advertising, sustainability and corporate governance issues in 38 countries and has received many awards. 
Professor Alexandra Watson: Is the professor of accounting at the University of Cape Town and the chairman of the Accounting Practices Committee of SAICA. She is the adjudicator of the Ernst & Young Excellence in Corporate Reporting Awards, and is an independent director and the chairman of the audit committees of two listed companies. 

Jonathan Hanks: Is the founding partner of Incite Sustainability, a leading advocacy and consultancy group that helps companies do better by making sustainability part of their business. Jonathan recently served as the convenor of the international negotiating team that developed the new global standard on Social Responsibility (ISO 26000). 

Shireen Naidoo: Is the national director of Climate Change and Sustainability Services at KPMG with overall responsibility for KPMG's Sustainability Services team in South Africa. Prior to joining KPMG in 1998, Shireen served for ten years as the Health, Safety and Environmental Manager of an international chemical company.

Alison Ramsden: Is the leader of PricewaterhouseCoopers' national Sustainable Business solutions team in South Africa and southern Africa. She is a member of the firm's Global Sustainability Senior Leadership Team.

Graham Terry: Is the senior executive: strategy and thought leadership at SAICA, where he is also a member of the SAICA board. He trained with Ernst & Young and studied at the University of Cape Town. 

Sandy van Esch: Is the director: standards at the Independent Regulatory Board for Auditors (IRBA). She represents South Africa at the International Auditing and Assurance Standards Board, National Standard Setters meetings, and develops and issues auditing guidance, most recently the new Code of Professional Conduct of the IRBA for registered auditors in South Africa.

Derek Spavins: Is a partner at KPMG Department of Professional Practice, specialising in providing reporting solutions to a number of countries, including sustainability and integrated reporting. He is a member of the KPMG ISA Panel, Committee for Auditing Standards and chairs the CFAS Reports Standing Committee that represents the IRBA on the Accounting Practices Board. 
Programme 
	08:00 - 08:30
	Registration and refreshments

	08:30 - 09:00 
	Professor Mervyn King - Integrated Reporting in SA and Internationally

	09:00 - 09:10 
	Q & A

	09:10 - 09:40
	Jonathan Hanks - What an Integrated Report is and what it's not

	09:40 - 09:50
	Q & A

	09:50 - 10:20
	Professor Alexandra Watson - Financial Reporting Aspects

	10:20 - 10:30
	Q & A

	10:30 - 10:50 
	Tea break

	10:50 - 11:50
	Panel Discussion: Materiality and Report Content, chaired by Graham Terry with Shireen Naidoo and Alison Ramsden

	11:50 - 12:20 
	Sandy van Esch/ Derek Spavins - Audit and Assurance Implications

	12:20 - 12:30
	Q & A

	12:30
	Seminar ends



Dates and venues 
	Date
	Region
	Venue
	Booking

	Tues, 8 March 
	Cape Town
	Cape Town International Convention Centre
	Reserve a place 

	Wed, 9 March
	Johannesburg
	Sandton Sun Hotel
	Reserve a place 


Seminar investment
R1 000 (Including 14% VAT) CAs (SA), AGAs, AATs and Trainee Accountants
R1 500 (Including 14% VAT) Non-members
Once payment is made, kindly send proof of payment to tshepisos@saica.co.za 
How to enrol
Reserve a place electronically. Please note that telephonic reservations and enrolments are not accepted.

How to book
Book Online: Please note that the 'Book Online' button is disabled as you would need to be logged in to register for the event. 
Log In: To log in, you would need your username and password. 
Register as a website user: If you are not a SAICA member or have never attended a SAICA event, you would need to register as a new user on the website. Your login details would be emailed to you and after you have updated your details you would then be able to register for the event. 
Username and password: If you are a SAICA member or a non member having attended a SAICA event previously, you would automatically have been assigned a username and password. If however, you have forgotten your username, please call the SAICA Contact Centre which will assist you.
Add multiple attendees: If you would like to add multiple attendees, you would be required to log in and have the ID numbers or SAICA numbers of the attendees you wish to register. If you enter an ID number that does not exist on the database, it is a quick process to register the delegate as a user first and then add them as an attendee. 
Bill to company: If you would like your company to be billed for the event, please ensure that your 'Work Company' details under your profile are correct.
CPD
This seminar counts towards a maximum of 3.5 hours of verifiable CPD. Please record your CPD hours on the CPD system accessible via the SAICA website, alternatively please bring along your CPD card to the seminar.
Terms and conditions
Please see the event brochure for the terms and conditions.
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