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The challenges in corporate reporting are constantly increasing with the seemingly 
endless stream of new regulations and requirements. More importantly, investors are 
becoming more and more vocal about reporting that meets regulatory requirements 
but fails to provide a fully transparent view of a company’s health and prospects. The 
pressure is on for companies to report on a broad set of financial and non-financial 
measures that can help investors better judge performance.

Integrated reporting has been a buzzword in recent years and could be one 
of the approaches to improve corporate reporting in the future. Investors and 
other stakeholders are now demanding that management teams provide clear, 
unambiguous information about issues such as external drivers affecting their 
business, their approach to governance and managing risk, and how their business 
model really works.

In this study, we compare the requirements of the International Integrated Reporting 
Framework (IR Framework) issued by the International Integrated Reporting Council 
(IIRC) against the current reporting practices of SMI companies to see what is 
already there and suggest how reporting could be further developed.

Integrated reporting deals with value creation 
in the short, medium and long term and the 
integrated report tells the story of this value 
creation in clear, concise and understandable 
language.
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We identified the following emerging 
themes based on our assessment:

Enhancement through 
targets and forward 
looking KPIs
Integrated reporting is not primarily 
about producing an integrated report. 
Rather, it is about the communication 
of the company’s performance versus 
its strategy and an explanation of how 
strategic objectives actually support the 
long-term creation of value.

The majority of the companies surveyed 
explain the external environment they 
are operating in, their key strategic 
priorities or the basics of their business 
model. However, companies should 
improve their reporting on performance. 
The majority of them disclose some 
key performance indicators (KPIs), but 
targets and forward looking KPIs are 
reported only in very few instances. 
Targets and forward looking KPIs 
would enhance the accountability of 
management and would help investors 
to assess where a company stands in the 
execution of its strategic priorities.

Companies do not 
systematically report on 
their non-financial capital 
Only approximately 20% of the market 
value of a company today relates to its 
tangible assets, whereas investors also 
want businesses to account for the 80% 
intangible value. To understand the 
long-term creation of value, therefore, 
there has to be on improvement in 
reporting on the non-financial aspects  
in other sections of the annual report.

Our assessment has found that 
companies discuss their expectation of 
the future availability and constraints 
of material non-financial capital in 
one way or another. Most companies 
provide at least some insights into their 
human capital management. However, 
a structured assessment of all other 
material non-financial capital (such as 
intellectual, manufactured, natural or 
social capital) is often missing. Some 
companies issue separate corporate 
social responsibility reports which limit 
the integration of discussions on the 
availability of non-financial capital into 
the overall picture. Equally important, 
most companies only report financial 
KPIs, although stakeholders would 
benefit from the disclosure of non-
financial KPIs.

Make governance reporting 
dynamic and relevant
Companies seemed more comfortable 
reporting on board charters and 
tasks and less on the actual activities 
undertaken by the board and its 
committees during the year.

Moreover, a correlation between KPIs 
and the remuneration of board and 
management members was presented 
only in few cases. Most of the time, 
an extensive discussion on the 
remuneration policies and plans was 
offered, but the link between actual 
performance and the remuneration is 
often missing.

Companies still engage in 
“silo” reporting 
Stand-alone sections of reporting often 
provide excellent information, but 
opportunities to relate them to other 
sections are often missing.

20%  
of the market value of a 
company today relates 
to its tangible assets, 
whereas investors also 
want businesses to 
account for the 80% 
intangible value. 

However, our assessment found that 
several companies provide valuable 
graphics and images, mostly in the 
introductory sections of their annual 
report, in order to highlight the 
connection between the sections. Some 
of the best examples are provided in 
this study. We believe that companies 
should further explore the use of such 
graphics and images. We also believe 
that the use of tables in the introductory 
section could serve as an effective tool to 
show the interrelationship between the 
various sections.

Cash is still king 
The importance of non-financial capital 
is on the rise. Nevertheless, financial 
capital information is still the most 
relevant disclosure. Companies should 
better explain how they make money, 
generate cash and how they are funded. 
Competition for capital is fierce, so 
companies should consider including 
detailed disclosure about their operating 
cash flow strategy and performance, 
as well as consolidating their debt 
disclosure. They should provide real 
granularity in the debt maturity schedule 
and a reconciliation of free cash flow to 
changes in net debt.
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PwC’s reporting model 
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Corporate reporting is an ever-evolving 
field as companies continually strive 
to improve communication with their 
stakeholders. 

One of the most important ways of doing 
so is through the annual report, which 
seeks to align relevant information 
about an organisation’s strategy, 
governance systems, performance and 
future prospects in a way that reflects 
the economic, environmental and social 
impact it has in its field of enterprise.

For more than a decade, PwC has 
invested significant resources in gaining 
an understanding of: 

• the information needs of preparers
and users;

• the economic benefits of
transparency; and

• up-to-date reporting and best
practices from around the world in
order to provide practical insights into
the critical building blocks of effective
corporate reporting.

Our focus has been on aligning the 
interests of those who report on 
performance with those who use the 
information to make critical investment 
decisions. Our model was branded as a 
value reporting framework.

The model was developed on the basis 
of extensive stakeholder research and is 
closely aligned with the IR Framework 
issued by the International Integrated 
Reporting Council (IIRC).

Research methodology
The mission of the IIRC is to create a 
globally embraced IR Framework that 
assists organisations in recognising and 
presenting material information about 
their strategy, governance, performance 
and prospects in a clear, concise and 
comparable format.

Our survey was conducted on the SMI 
(Swiss Market Index), which comprises 
the 20 largest issuers in the Swiss 
equities market. A detailed assessment 
for each company was performed on the 
basis of seven “content elements” put 
forward by the Consultation Draft of the 
IR Framework. 

Two further elements incorporated in 
this study were based on insights and 
observations gained from our dialogue 
with the investment community. 
According to the IR Framework, an 
integrated report should be prepared 
mainly to assist financial capital 
providers in assessing allocations. We 
have also highlighted in a separate 
section our thoughts on the structuring 
of these reports.

We focused only on the content of the 
printed annual reports and Corporate 
Sustainability Report (CSR). We have 
not assessed online reporting or separate 
investor relations communications.
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Integrated reporting
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1st half 2012

• Discussion 
Paper 
responses

• Framework outline

• Prototype
• Examples
• Bene�ts
• Topics

16 April–15 July: 
Framework 

 consultation 

9 December: 
Framework 
version 1 launch

Pilot programme (extended into 2014): companies and investors

Engagement with regulators and other stakeholders

2nd half 2012 1st half 2013 2nd half 2013

1+2  “Consultation draft of the international <IR> Framework”, IIRC, http://www.theiirc.org/wp-content/uploads/Consultation-Draft/Consultation-Draft-of-the-InternationalIRFramework.pdf 

The road to integrated 
reporting
The International Integrated Reporting 
Council (IIRC) published a Consultation 
Draft of the IR Framework in April 2013. 
Finally, the IR Framework was issued on 
9 December 2013.

What is the IIRC?
The IIRC brings leaders from all the 
major international standard-setting 
and regulatory bodies together with 
companies, investors and other key 
players in an effort to develop an 
internationally accepted integrated 
reporting framework.

The IIRC’s mission is “to create the 
globally accepted IR Framework that 
elicits from organisations material 
information about their strategy, 
governance, performance and prospects 
in a clear, concise and comparable 
format.1”

Since October 2011, the IIRC’s Pilot 
Programme Business Network, which 
comprises more than 90 businesses 
from 24 countries, has been putting the 
principles of integrated reporting into 
practice.

The Business Network is supported by 
more than 30 investor organisations that 
comprise the Pilot Programme Investor 
Network.

What’s the big deal?
The world is changing at a rapid pace 
and the global environment in which 
businesses operate is changing too. The 
economic crisis was a sharp reminder 
that financial measurement alone cannot 
provide sufficient insight into business 
performance. 

Investors and other stakeholders are 
now demanding that management teams 
provide clear, unambiguous information 
about issues such as external factors 
affecting their business, their approach 
to governance and managing risk, and 
how their business model really works.

This paradigm shift is necessitating 
that businesses and other organisations 
consider more than just the traditional 
financial focus of thinking and reporting. 

What is “integrated 
reporting”?
Integrated reporting is “a process that 
results in communication, most visibly a 
periodic integrated report, about value 
creation over time. An integrated report 
is a concise communication about how 
an organisation’s strategy, governance, 
performance and prospects lead to the 
creation of value over the short, medium 
and long term.”2 Integrated reporting is 
not just about producing an integrated 
report.

What are the benefits for 
businesses?
The organisations participating in the 
Business Network have already begun 
to see the benefits of applying the 
principles of integrated reporting in their 
businesses. Organisations benefit from 
improving their ability to tell their own 
stories and defining what the business is 
trying to do in management’s eyes. This 
could be a benefit for many businesses, 
as it is challenging them to question their 
own internal decision-making processes 
and break down silos within their 
organisations.

Why stakeholders like it
The IR Framework identified investors, 
or “providers of financial capital”, as 
the primary audience for an integrated 
report, but emphasised that other 
communications resulting from 
integrated reporting would be of benefit 
to all stakeholders interested in an 
organisation’s ability to create value over 
time. 

The Pilot Programme Investor Network 
has told the IIRC what they want: they 
want to see how companies perform 
as compared to their strategy and how 
strategic objectives actually support the 
long-term creation of value. 

Framework finalisation process

Source: Adapted from the Consultation Draft of the International <IR> Framework
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Intellectual capital
Includes knowledge-
based intangibles of 
an organisation.

Social and relationship capital
Includes the relationships between 
an organisation, communities and 
other stakeholders.

Natural capital
Includes all renewable and 
non-renewable environmental 
resources.

Human capital
Includes people’s 
competencies and 
capabilities.

Manufactured capital
Includes physical objects such 
as buildings, equipment and 
infrastructure.

Financial capital
Includes cash, debt and equity that 
enable an organisation to produce 
goods or provide services.

Financial
capital

Manufactured
capital

Intellectual
capital

Social and
relationship

capital

Human
capital

Natural
capital

3  Copyright © April 2013 by the International Integrated Reporting Council. All rights reserved. 

Organisational capital

Source: Consultation Draft of the International IR Framework3

What does the IR 
Framework say?

Fundamental concepts

The IR Framework focuses on the various 
forms of capital that an organisation uses 
or affects, the organisation’s business 
model and the creation of value over 
time.

The business model is the vehicle 
through which an organisation deploys 
its capital to create value.

Value in the context of integrated 
reporting is not limited to monetary 
or financial value, or a set time frame. 
Value can be tangible or intangible, it 
can be created over the short, medium 
and long term, and is not limited to the 
organisation itself but can be created 
for others as well. It is important to 
acknowledge that value creation is 
complex and arises from the interaction 
between a wide range of factors.

Guiding Principles and Content 
Elements

While the purpose of the IR Framework 
is to assist organisations in the process of 
integrated reporting, the requirements of 
the Framework are principle-based and 
do not focus on rules for measurement 
or disclosure of individual matters 
or the identification of specific key 
performance indicators. 

The IR Framework puts forward Guiding 
Principles and Content Elements to give 
direction to the content of an integrated 
report. The Guiding Principles pertain 
to the content of the report as well as to 
how the information is presented. 

The Content Elements outline the 
categories of information that need to 
be included in an integrated report in 
order to communicate the organisation’s 
particular value creation story. 

The Framework provides the following 
Content Elements:

• Organisational overview and external 
environment

• Governance

• Business model

• Risks and opportunities

• Strategy and resource allocation

• Performance

• Outlook

• Basis of preparation and presentation

• General reporting guidance

These elements are not intended to 
appear as independent sections of 
the report. Rather, the purpose of the 
report is to integrate these elements 
in a meaningful way by answering the 
question posed by each element.
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The information in an 
<IR> should be presented 
in a way that is consistent 
over time and enables 
comparisons to be drawn 
with other organisations if 
such is material to the 
organisation’s own value 
creation story.

An <IR> should provide 
insight into the 
organisation’s strategy 
and how that relates to 
its ability to create 
value in the short, 
medium and long term.

An <IR> should provide 
a comprehensive value 
creation story, i.e. the 
combination, 
inter-relatedness and 
dependencies between 
the components that 
are material to the 
organisation’s ability to 
create value over time.

An <IR> should 
address all 
signi�cant matters, 
both positive and 
negative, in a 
balanced way and 
without material 
error.

An <IR> should provide 
concise information that 
is material to assessing 
the organisation’s ability 
to create value in the 
short, medium and long 
term.

An <IR> should provide 
insight into the quality of the 
organisation’s relationships 
with its key stakeholders 
and how and to what extent 
the organisation 
understands, takes into 
account and responds to 
their legitimate needs, 
interests and expectations.

Guiding Principles and Content Elements 

Source: Consultation Draft of the International <IR> Framework4
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45%  
of the companies 
surveyed explain what 
the key underlying 
drivers of the expected 
future market growth 
are. 

Organisational overview and external environment

An integrated report 
should answer the 
question: 

What does the 
organisation do 
and what are the 
circumstances under 
which it operates?
Source: International <IR> Framework, para 4.4

What it means
Explaining the environment in which 
an organisation operates is often the 
first step in enabling stakeholders to 
understand how that organisation 
creates and sustains value. 

An annual report should therefore 
communicate information that enables 
stakeholders to understand the markets 
the organisation competes in, why it 
has chosen to compete in that market, 
and the impact of trends that are 
driving strategic choices. This involves 
elaborating on the general market 
conditions, including the key markets 
and environments that an organisation 
operates in, the major underlying drivers 
of market growth both in the past and 
the future, as well as the organisation’s 
competitive landscape. It should also 
address the opportunities and risks 
presented by the external market which 
the organisation is adapting to by means 
of its strategic decisions.

Findings
45% of the companies surveyed explain 
what the key underlying drivers of 
the expected future market growth 
are. However, the comprehensive 
quantification of data, such as expected 
market trends or rates of market 
growth, is one of the most important 
pieces of information that nevertheless 

is not disclosed. Companies explain 
how markets have grown or changed 
historically but limit information on the 
key factors impacting the future.

There is an inclination to avoid 
comprehensive discussions of a 
company’s market share or its 
competitive landscape. Other ancillary 
topics include describing key-market 
positioning and which barriers to entry 
exist in a given market. Many companies 
shied away from identifying key 
competitors.

25% of the companies surveyed provided 
valuable information on how strategic 
choices are directly linked to external 
drivers and trends.

Question: Is there an explanation of underlying drivers of expected market growth?

45% 10%45%

Strong communication Potential to develop reporting Clear opportunities to develop reporting

Question: Is a link made to strategic choices?

40% 35%25%

Strong communication Potential to develop reporting Clear opportunities to develop reporting

Source: PwC analysis
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Examples of good reporting

Example 1: Roche 

23Business Review | Roche Business Report 2012

The healthcare market continues to be driven by the compet-

ing pressures of supply of financial resources and an ever

increasing demand for better healthcare outcomes. Cost-

effective, targeted medicines and diagnostics like those

produced by Roche have a key role to play in tackling these

challenges.

Challenges in 2012

Rising life expectancy and higher incidences of chronic dis-

eases have significantly increased the need for rapid scientific

and technological advances for better health outcomes.

Market Environment
and Group Strategy

Market Trends

Despite advances in modern medicine the need for improved 

healthcare and treatments remains enormous. Over 3,000 of 

all known diseases — about two-thirds — remain untreatable 

or lack satisfactory treatment. A growing and ageing world 

population, meanwhile, is accelerating demand: the 65- 

and-older population is forecast to triple to 1.5 billion by 

2050, giving rise to more age-related, chronic diseases such 

as cancer, diabetes and Alzheimer’s disease. Ageing and  

lifestyle-related diseases are no longer just a problem in the 

affluent west: they constitute the fastest growing public 

health problems in developing countries.

Pharmaceutical market

Pharmaceutical markets are continuing to expand world-

wide, although the pace of growth is slowing, with more and 

more medicines going off patent. Global sales are forecast  

to reach more than a trillion Swiss francs in 2013. 

Emerging markets are showing the most robust growth, cre-

ating new opportunities for the pharmaceutical industry, as 

governments invest in public healthcare systems. China is 

expected to be the main contributor to global growth by 2015. 

Growth in developed markets, however, is expected to stay 

modest at best. The US is the largest healthcare market, but 

growth rates there are forecast to slow, with lower GDP 

growth and increasing generic competition. 

Speciality pharmaceutical markets are the largest and among 

the fastest growing healthcare segments, with a total market

share of 22% [2011 data; source: IMS], with the largest share 

of growth in the US. Key growth areas are oncology and 

autoimmune disease, and in general the hospital and biolog-

ics segments — where Roche is the global leader.

Diagnostics market

The global in vitro diagnostics market, estimated at approxi-

mately 50 billion Swiss francs, has grown at a slower pace  

in 2012, but is expected to grow on average by about 5% 

annually over the longer term [source: independent IVD  

consultancy]. The highest growth rates are forecast for 

emerging markets and for molecular and tissue diagnostics. 

30%  
  USA

18%  
  Europe

12%  
  China

11%  
  Japan

9% Brazil, Russia,  
  India

2%  
  Canada

10%  
 Rest of the World

 8%  
  Rest of emerging markets

Regional market share of global pharma sales 2016  *

* IMS Health Market Prognosis, April 2012

25Business Review | Roche Business Report 2012

productivity of research and development. Over the last two

years, Roche has achieved 26 out of 32 positive late-stage

trials — a success rate clearly above industry-average.

We combine our strong in-house research capabilities with the

latest advances in science at other biotech companies through

about 150 partnerships. Today, about one-third of our pipeline

and our marketed products originated from this external net-

work. We also foster innovation by interacting with academic

institutions and universities worldwide.

Delivering value to all stakeholders

Since its formation in 1896, Roche’s most valuable contribution

to society has been the discovery and development of novel

therapies that improve health and help patients live longer,

better lives.

Our continued success hinges largely on our ability to combine

social and environmental responsibility with a focus on sus-

tainable economic growth. Roche is convinced that sustain-

able corporate policies and practices promote innovation and

create long-term value among all stakeholders:
•	Patients and doctors, by ensuring product quality and

safety, improving access to medication, enabling medical

laboratories to work more efficiently and helping to contain

healthcare costs.
•	Employees, by giving our people opportunities to make their

mark and improve lives, by creating great places to work and

by embracing diversity across the organisation.

patients who can be identified using the diagnostic tests that

are central to Personalised Healthcare.

Pursuing excellence in science

Excellence in science through discovery and innovation is our

answer to the medical challenges the world faces. By continu-

ously investing in research and development, we seek to gain

a better understanding of disease and harness the potential

of modern biological sciences in treating those diseases. That

is why Roche has invested more than 75 billion Swiss francs

in R&D over the past ten years — more than most other com-

panies in the world.

Science’s rapidly expanding knowledge of disease biology and

the causes of disease hold particular promise for transforming

the practice of medicine. While this knowledge is leading to

dramatic improvements in identifying biological targets to fight

many diseases, the complexity in research is rising signifi-

cantly. This is resulting in lengthy and costly R&D cycles for 

new products of up to 12 years and approximately 1.5 billion

Swiss francs, on average, to obtain approval for a new drug. At

the same time, increasingly stringent regulation is slowing the

approval of new molecular entities for the industry as a whole.

Only by excelling in science can we achieve the breakthroughs

in science and technology needed to speed the discovery,

development and approval of new medicines. Interweaving

the knowledge of our Pharmaceuticals and Diagnostics Divi-

sions throughout the value chain increases the efficiency and

Unrestricted know-how  
and IP exchange

More efficient 
development

Faster adoption of PHC solutions 
(medicine and test)

Research

Pharmaceuticals

Diagnostics

Research assay

Development

Technically validated
IVD assay

Commercialisation

Clinically validated
IVD assay

Roche strategy: Leveraging Pharmaceuticals and Diagnostics

Throughout discovery market

25%
of the companies 
surveyed provided 
valuable information 
on how strategic choices 
are directly linked to 
external drivers and 
trends.

Source: Roche Annual Report 2012 

How reporting can be 
developed
While it is often difficult to identify 
forward-looking information and 
quantify industry trends, this 
information is crucial to investors in 
assessing an organisation’s ability to 
create value over the medium and long 
term, as opposed to providing short-term 
returns. Companies can therefore seize 
the opportunity by including robust 
reporting on the factors that may have 
an impact on their ability to create value 
in the longer run, as well as by providing 
more specific details on the competitive 
landscape.

Roche: Market trends 
and regional market 
share embedded in 
strategy section
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Example 2: Syngenta

Challenges and our contribution

The 21st century’s greatest challenge:  
how to feed more people sustainably

Population pressures

80 million more 
mouths to feed 
every year
By 2050, the world’s population will have 
increased by almost a third. We will have 
2 billion more mouths to feed. 

Land pressures

We lose a soccer 
field of farmland 
every second 
Soil erosion and urbanization are reducing available 
farmland. Every second, we lose an area about 
the size of a football field – while adding two more 
people to the world’s population. We have to 
produce more food from less land. 

10,000 years
We need to produce more  
food in the next 50 years  
than in the past 10,000.1

5 people 
In 1950, a hectare could 
feed two people. By 2030  
it will have to feed five.2

Syngenta
Annual Review 201208

The 21st century’s greatest challenge:
how to feed more people sustainably

1 Guardian report on UN Food Conference, Iceland, 2007
2 FAOSTAT
3 WASDE report, December 11, 2012
4 USDA
5 FAOSTAT

Consumer pressures

‘Enough’ is a 
moving target 
While almost a billion people today are 
undernourished, another billion are overweight. 
As affluence increases, consumers demand 
greater variety, quality and quantity of food. 
In growth economies such as China, they 
are switching from crop-based to meat-
based diets that are significantly more  
resource-hungry. Labor pressures

Farmers are a 
shrinking population
The lure of the city continues to deplete rural populations. 
More than half of humanity now lives in towns and cities, 
and the rate of urbanization is set to grow by almost 
2 percent a year between 2010 and 2015. In many rural 
areas, labor scarcity is now driving-up farm costs.

Resource pressures

One person  
consumes 
2,000 liters of 
water a day
Farming uses 70 percent of the world’s fresh 
water withdrawal: growing food for one person 
takes about 2,000 liters of water a day. We 
have to produce more food with less water.

3.4 billion
Today’s rural population 
is 3.4 billion. It is not  
expected to increase.5

3 years 
Stocks of major crops have 
now fallen for the third year 
in a row, and demand 
continued to grow by 
1.4 percent each year.3

230 million
Between 2000 and 2050, 
global meat demand 
will double – an increase 
of 230 million metric tons.4

Syngenta
Annual Review 2012 09

Source: Syngenta Annual Review Report 2012

Syngenta: Challenges to be 
addressed explaining the 
external drivers
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Example 3: Swisscom 

6,000

62%
Swisscom

* Estimate Swisscom

21%
Sunrise

17%
Orange

Market shares mobile subscribers in Switzerland* in %

Postpaid
Prepaid

4,0183,8003,615

2,213

6,217
5,828

201220112010

Swisscom mobile access lines in thousand

8,000

4,000

2,000

0

2,1992,249
6,049

55%
Swisscom

* Estimate Swisscom

30%
Cable
operators

15%
Other

Market shares broadband access lines in Switzerland* in %

Single subscriptions
Bundle subscriptions
Wholesale

181226

201220112010

Swisscom Broadband access lines in thousand

3,000

2,250

750

0

1,047

1,913
186
788

1,500

1,177
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only as and when they access the network. Machine-to-machine (M2M) mobile data traffic is 
a growth market which in future will support a wide range of applications such as automatic local-
isation in the event of a vehicle breakdown.  Swisscom makes its mobile communications network
available to third-party providers (MVNO, mobile virtual network operators) so that they can offer
their customers proprietary products and services over the Swisscom network. 

Swisscom defended its 62% market share in 2012. Switzerland boasts a much higher percentage
of postpaid customers (around 65%). As in previous years, prices for mobile services in 2012 con-
tinued to be squeezed by competition, resulting in a corresponding decline in average monthly
revenue per user.

Broadband market
The most widespread access technologies for fixed broadband in Switzerland are the telephone
network based on DSL and cable television networks. At the end of 2012, the number of retail
broadband lines in Switzerland totalled around 3.1 million, or around 89% of all households.
Switzerland therefore leads the way internationally in terms of market penetration of broadband
lines.  Swisscom’s DSL offerings reach more than 98% of the Swiss population. 

Growth in broadband lines is slowing from year to year. In 2012 the number of broadband lines
grew by 5.0% versus 5.8% the previous year. In recent years growth in telephone-based DSL broad-
band lines has far outpaced broadband lines provided by cable network operators in recent years,
but in the past year the trend has come to a halt. DSL broadband accounted for around half of new
lines in 2012, corresponding to a market share of all broadband lines of around 70%. Of these, 55%
(prior year: 55%) were Swisscom end customers and 16% (prior year: 16%) wholesale offerings and
fully unbundled lines. Broadband lines are increasingly becoming the basic access line for house-
holds, through which customers can access additional services or bundled offerings. 

Digital TV market
The importance and market penetration of digital television continues to grow. And with the pos-
sibility of 1.5 million users switching from analogue to digital television in future, the potential is
huge. The most important modes of transmission for digital television in Switzerland are satellite,
antenna (terrestrial), cable, Internet and mobile. Cable television, satellite reception and Swisscom TV
account for the largest market shares. Roughly 85% of all households have an analogue or a digital

Source: Swisscom Annual Report 2012
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cable TV connection; of these, around 75% have a digital TV connection (status as of September
2012). With 791,000 digital TV customers, Swisscom is market leader in digital cable television only
six years after entering the business. Sunrise has been offering its own digital television services
since 2012.

After steadily increasing its market share over the past few years thanks to its own digital 
Swisscom TV offering, Swisscom gained another 183,000 customers in 2012 and commanded a
share of 27% (prior year: 26%) by year-end. Swisscom TV offers over 200 television channels, some
2,000 videos on demand, exclusive live transmission of sporting events (mainly football and ice
hockey) and other practical features such as the replay feature (allowing viewers to watch missed
programmes up to 30 hours after transmission), live-pause, a recording function, picture-in-
picture, Swisscom TV apps for weather, news, photos, etc., and a TV guide. Thanks to a mobile app,
customers can access the services and schedule at any time while on the move. Swisscom TV is
available in a range of packages to meet all customer needs.

Italian broadband market
Italy’s broadband market is Europe’s fourth largest, with a revenue volume of around EUR 14 billion.
While in most European markets DSL-based providers compete with cable network operators, this
is not the case in Italy, where broadband penetration is well below the European average at just
over 50% of households. In 2012 the number of broadband lines in Italy rose by 2% to around 13.7
million. Fastweb increased the number of broadband lines year-on-year by 10.8% or 172,000 to
around 1.8 million, outperforming the competition in terms of new customers in 2012.

Telecom Italia leads the broadband market with a share of 52% (prior year: 51%), compared with
Fastweb’s 13% (prior year: 13%). Three integrated players dominate the market: Telecom Italia,
Vodafone and Wind. Thanks to economies of scale, they are able to maintain a strong advertising
presence and build up a dense sales network. For service providers a permanent countrywide pres-
ence is becoming increasingly important, given the growing complexity of products and services
and the increasing legal constraints on telephone sales due to data privacy considerations. Fastweb
has therefore decided to expand its own sales network by improving the efficiency of its dealer
structure and stepping up investment in its own sales outlets in major Italian cities.

• The organisation’s:

 – culture, ethics and values;

 – ownership and operating structure;

 – principal activities, markets, products and services;

 – competitive landscape and market positioning (considering factors such as the threat of new 
competition and substitute products or services, the bargaining power of customers and suppliers, and 
the intensity of competitive rivalry);

• key quantitative information (e.g. the number of employees, revenue and number of countries in which the 
organisation operates), highlighting, in particular, significant changes from prior periods; and

• significant factors affecting the external environment.

Principle in practice
Good reporting should provide insight into:

Source: International <IR> Framework, para 4.5

Swisscom: Market 
share including 
identification of 
competitors
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An integrated report 
should answer the 
question: 

Where does the 
organisation want 
to go and how does it 
intend to get there?
Source: International <IR> Framework para 4.27

What it means
The importance of an organisation’s 
strategy is highlighted by the fact that 
strategic focus is one of the guiding 
principles of the <IR> Framework, as 
well as a Content Element.

A good strategy is the frame of reference 
for all the value creation decisions and 
activities that an organisation may 
engage in. An organisation should 
communicate what it is trying to achieve, 
where it is trying to compete, how it will 
achieve its goals and how it will measure 
progress.

Findings
35% of the companies surveyed explain 
their key strategic priorities well.

Companies often focus on strategic 
growth, but there is no additional 
information on drivers behind that 
growth. Detailed information on the 
steps that have to be taken to implement 
the strategy is often lacking. Only some 

Strategy and resource allocation

• The organisation’s short, medium and long-term strategic objectives;

• the strategies it has in place, or intends to implement, to achieve those strategic objectives;

• the resource allocation plans it has in place, or intends to put in place, to implement its strategy; and

• how it will measure achievements and target outcomes for the short, medium and long term.

Principle in practice
Good reporting should provide insight into:

Source: International <IR> Framework para 4.28

companies made detailed reference to 
how strategic priorities are aligned with 
their overall goals.

25% of the companies integrated the 
strategic priorities throughout the 
report, for example by assessing the 
company’s performance as compared to 
its strategy.

Question: Are key strategic priorities explained?

Strong communication Potential to develop reporting Clear opportunities to develop reporting

55% 10%35%

Question: Does the report discuss the strategy and key priorities?

35% 40%25%

Strong communication Potential to develop reporting Clear opportunities to develop reporting

Source: PwC analysis

35%
of the companies 
surveyed explain their 
key strategic priorities 
well.
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How reporting can be 
developed
Incorporating strategic priorities as a 
common theme throughout a report 
demonstrates how integrated strategy 
is part of a company’s value creation 
journey.

Including time frames and targets 
for achieving strategic priorities also 
enables stakeholders to assess whether 
companies are making progress towards 
achieving their ambitions.

Examples of good reporting

Example 4: ZurichZurich Insurance Group Annual Report 2012 3Zurich at a glance

AA–/stable
Standard & Poor’s financial strength rating  
of Zurich Insurance Company Ltd 
(December 31, 2012)

170+
Countries 
(December 31, 2012)

60,000
Employees (approximately)
(December 31, 2012)

What we do

Business Portfolio
Build a profitable portfolio for the long term.

Customers and Intermediaries
Become more customer-driven.

Products and Services
Excel in products and services.

Zurich is a profitable, well capitalized and resilient global insurance provider. 
Our success is built on the dedication of our people and a combination  
of financial and underwriting discipline, customer centricity and operational 
excellence. But to maintain our momentum in an increasingly volatile 
economic and social environment, we must do more.

Our Group strategy is designed to deliver profitable growth by leveraging 
the strength of our global business, making the best use of our resources 
and building our reputation as a trusted brand. This strategy is based on 
three simple concepts: ‘who we are, what we do and how we do it’.

More about our Group strategy: see pages 8–9 of this Annual Report.

Group strategy

Our strategy 

The Zurich Story
We are Zurich, one global company, with one mission, one ambition, one set of shared values and a clearly articulated commitment  
to our stakeholders: our customers, our people, our shareholders, and the communities in which we live and work.

How we do it

People Management 
Attract, retain and develop the best people.

The Zurich Way 
Create a competitive edge by sharing best practices.

Processes and Systems
Simplify and improve our processes and systems.

Who we are

Source: Zurich Insurance Group Annual Report 2012

Zurich: Strategy 
linked to business 
model (How we do it)
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25%
of the companies 
integrated the strategic 
priorities throughout 
the report, for example 
by assessing the 
company’s performance 
as compared to its 
strategy.

Example 5: Adecco

18 Adecco Group Company Report 2012

based on more favourable economic conditions expected
towards the end of 2013, we are convinced we will achieve
our EBITA margin target of above 5.5% in 2015.

Strategic mid-term priorities
The strategic focus of Adecco Group’s management is on
Retention, Information Technology (IT), Professional Staffing &
Services, Segmentation, Business Process Outsourcing Solu-
tions and the Emerging Markets.

•	 Retention: Retaining our own employees is essential to
building successful long-term relationships with both clients
and associates. A better, longer-lasting relationship with
our clients and associates protects our business and is a
competitive advantage both from a revenue and also from
a cost perspective. The regularly conducted Great Place to
Work® survey on the job satisfaction of our own employees
gives insight into how we can offer and enhance an attrac-
tive working environment.

•	 Information Technology: An important strategic priority for
the Adecco Group is the better use of IT to maximise busi-
ness opportunities and to improve efficiency. A major mile-
stone in 2012 was the organisational change from
decentralised management to a centralised, global IT or-
ganisation and decision-making process. The aim is to opti-
mise our IT processes through further consolidation of data
centres and to standardise systems by key focus areas that
are flexible, scalable and can be integrated. Additionally,
we invest in our web presence to remain at the forefront of
the emergence of new delivery models. The investments in
IT are aimed at enhancing our cost leadership position but
also at maximising our revenue-generation opportunities.

•	 Professional Staffing & Services: Already today, Adecco is
the global leader in Professional Staffing worldwide. How-
ever, it remains an essential part of the Group’s strategy to

increase the share of revenues generated from Professional
Staffing. This segment, with higher growth and margin
potential, accounts for approximately 33%2 of the global
staffing market. Demand for higher-margin Professional
Staffing, where penetration rates are still significantly lower
than in the General Staffing segment, will be driven by scar-
city of talent and higher wage growth for qualified person-
nel. Today, after the acquisition of DBM in the summer of
2011, we are also the global leader in the Lee Hecht Harri-
son (LHH) branded Career Transition (outplacement) and
Talent Development business. Our much improved geo-
graphic reach means that we can better serve and attract
global customers. The counter-cyclical nature of the Career
Transition (outplacement) business is a good hedge during
economically difficult times, as this business peaks during
recessions. At the same time, the larger scale and a more
flexible approach to cost management enable LHH to
achieve double-digit margins throughout the cycle.

•	 Segmentation: Optimising the segmentation of our client
base allows us to capture additional market and margin
opportunities as we target to increase business with small
and medium-sized clients. In 2013 we will continue to roll
out specific operating models for different types of clients
into further countries, following the successful implementa-
tion in a few pilot markets.

•	 Business Process Outsourcing solutions: As the world’s
leading provider of HR solutions, Adecco considers the con-
tinuing trend towards Business Process Outsourcing (BPO)
solutions, including Managed Service Programmes (MSP),
Recruitment Process Outsourcing (RPO) and Vendor Man-
agement Systems (VMS) a major opportunity to differentiate
its service offering. Large multinational clients increasingly
seek to outsource their HR processes and with a global
footprint and extensive know-how of local labour markets,
Adecco is ideally positioned to take advantage of this trend.
Our comprehensive solutions offering is unique and a key
competitive advantage.

· Retention
· IT
· Professional Staffing & 
Services

· Segmentation
· Business Process 
Outsourcing Solutions

· Emerging Markets

· Topline Growth
· Pricing Discipline 
· Business Mix
· Cost Control

EBITA MARGIN > 5.5%

How we reach our target 

Strategic priorities Our target Enablers

2  Adecco estimate.

Example 6: Zurich

Source: Adecco Group Annual Report 2012

Source: Zurich Insurance Group Annual Report 2012

Adecco: Strategic priorities 
linked to overall targets and 
to implementation (enablers)
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Our strategy

Highlight Commentary

Performance Commentary

Combined ratio

Share of new business value, after tax, in APME and Latin America

Gross written premiums in the Farmers Exchanges

98.4%  (2011: 98.9%)

25.2%  (2011: 21.1%)

USD 18,935 m  (2011: USD 18,297m)

BOPAT-ROE

TSR outperformance 
since 2008
in %

•  Underlying profitability was sustained by 
contributions from Global Life and Farmers,
as well as the strong underlying underwriting
performance in General Insurance. 

•  Zurich has clearly outperformed the benchmark 
Global Insurance Titans index in TSR terms since 
2008 by approximately 37 percent in Swiss franc
terms, or about 60 percent in U.S. dollar or 
74 percent in euro terms.

9.3%  (2011: 10.2%)

•  Across the portfolio, the business continued 
to execute against its strategic targets with an
improvement in the underlying loss ratio.

•  Global Life continued to benefit in 2012 from its 
investment in organic growth in target markets. 
Including the Zurich Santander and Zurich Insurance 
Malaysia Berhad acquisitions the share of NBV 
would be close to 40%.

•  This increase was driven by continued premium 
growth in all lines of business primarily as a result
of ongoing rate actions undertaken to improve 
profitability.

Efficiency program expense reduction to date

USD 200 m

•  General insurance has delivered the bulk of Group 
savings so far. Group Operations implemented 
two of the largest IT outsourcing initiatives in the 
insurance industy. Restructuring projects in 
Global Life are expected to become visible in 2013.

Zurich Insurance GroupAnnual Report 2012Group overview10

Measuring our performance
In addition to our Group strategic aspirations there are targets
for each of our three segments.

•  Improve combined ratio by 3–4 points relative to global competitors by 2013 
•  Reduce expenses (excluding commissions) by 7% or at least USD 350 m  

on a run-rate basis by 2013 (included in the USD 500m Group target)
•  Hold market position without compromising on profitability

Global Life •  30% of NBV from Asia-Pacific and Middle East (APME) and Latin America
• Top 5 European-based global insurer by New Business Value (NBV)
•  Cash generative while self-funding organic growth

Farmers •  Maintain top quartile growth performance among the 12 largest U.S. personal
lines companies 

•  Continue to increase market share for the Farmers Exchanges
•  Improve retention by 3 points to close the gap relative to top-tier U.S. personal 

lines competitors

Zurich maintains its strategic ambition to achieve a business operating profit after tax return  
on equity of 16% over the long term. In the current low interest rate environment, a return  
of around 2 percentage points below this number is more realistic.

General Insurance

Deliver attractive Total Shareholder Return (TSR)

Our strategy

Group strategic aspirations

Targets

Group • Reduce run-rate costs by USD 500 m in mature markets at YE 2013 to
 strengthen our position in growth markets

Zurich: Strategy 
linked to performance 
measurement
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 Business model

What it means
The business model represents the heart 
of an organisation and draws from the 
different kinds of capital as inputs and 
converts them into outputs by means of 
the organisation’s business activities. 

This process leads to outcomes that have 
an impact on the capitals, which are not 
necessarily identical to those used in the 
input phase.

This complex interconnection between 
an organisation and its environment is 
the core of value creation. 

An organisation should explain the 
resources and relationships it relies on to 
execute its strategy, how dependent it is 
on them, how it manages them and how 
it monitors success.

An integrated report 
should answer the 
question: 

What is the 
organisation’s 
business model?
Source: International <IR> Framework, para 4.10

2. FUNDAMENTAL CONCEPTS CONTINUED

2D The value creation process

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

2.21 The external environment, including economic
conditions, technological change, societal issues
and environmental challenges, sets the context 
within which the organization operates.  The
mission and vision encompass the whole
organization, identifying its purpose and 
intention in clear, concise terms.  (See Content
Element 4A Organizational overview and 
external environment.)

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

2.23 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. (See Content
Element 4C Business model.)

2.24 Business activities include the planning, design 
and manufacture of products or the deployment
of specialized skills and knowledge in the
provision of services.  Encouraging a culture of 
innovation is often a key business activity in terms
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

5 Copyright © April 2013 by the International Integrated Reporting Council. All rights reserved. 

The value creation process

Source: International <IR> Framework5

15%
of the companies 
systematically describe 
all of their material 
inputs to the business 
model. 
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Example 7: Nestlé

15Nestlé Annual Report 2012
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Unmatched 
product 

and brand 
portfolio

Nutrition,  
Health and  
Wellness

Innovation 
and renovation

Unmatched 
geographic 
presence

People,  
culture, values  

and attitude

Out-of-home 
consumption

Whenever,
wherever,  
however

Unmatched 
research and 
development 

capability

Emerging  
markets and

Popularly  
Positioned  
Products

Operational
efficiency

Premiumisation
Consumer

engagement

Competitive 
advantages

Operational 
pillars

Growth 
drivers

Our objective is to be the leader in Nutrition 
Health and Wellness, and the industry 
reference for financial performance, trusted 
by all stakeholders

An example of good reporting

Source: Nestlé Annual Report 2012

Nestlé: External drivers 
(growth drivers) linked 
to capitals (competitive 
advantages) and to value 
creation (operational pillars)
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Findings
The notion of reporting on an entity’s 
business model, its capital inputs and 
its value creating activities are new for 
many companies in Switzerland. Formal 
reporting on the business model is 
required in other territories.

However, our study found that in one 
way or another most companies identify 
a selection of material capital inputs 
used in the business model.

15% of the companies systematically 
describe all of their material inputs to 
the business model. Differentiators and 
value creating activities for executing the 
strategy and implementing the priorities 
were well presented in 15% of the 
reports assessed.

• Key inputs and how they relate to the kinds of capital from which they are derived;

• key business activities, considering such factors as:

 – how the organisation differentiates itself in the market place;

 – the extent to which the business model relies on revenue generation after the initial point of sale;

 – how the organisation addresses the need to innovate;

 – how the business model has been designed to adapt to change;

• key outputs, explaining the products and services that the organisation places in the market, and material
by-products and waste;

• key outcomes in terms of the various capital elements, including both internal outcomes and external
outcomes.

Principle in practice
Good reporting should provide insight into:

Source: International <IR> Framework, paras 4.12, 4.14–4.20

How reporting can be 
developed
Given the complexity of organisations’ 
relationships with the external 
environment, resources and 
relationships, organisations should 
carefully consider the communication 
of this complexity to stakeholders. This 
is especially true where organisations 
are dependent on scarce resources or 
significant relationships to create value. 

Many organisations neglect to discuss 
the role of the corporate centre in the 
delivery of strategy. How an organisation 
functions on a central level may provide 
insights into how the different elements 
of the business model are managed 
and monitored, as the corporate 
centre is often the main driver of the 
different value-creating activities of an 
organisation.

Question: Does the company systematically identify and describe the material 
capital inputs to its business model?

75% 10%15%

Strong communication Potential to develop reporting Clear opportunities to develop reporting

Question: Does the company systematically explain the differentiators and value 
adding activities within its business model used to execute its strategy and 
implement priorities?

75% 10%15%

Strong communication Potential to develop reporting Clear opportunities to develop reporting

Source: PwC analysis
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Example 8: Holcim

Creation of value

Product focus Geographic
diversification

Local management
global standards

Goal

Mindsets

Base People

Better cost
manage-
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social 
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In addition to the cement and aggregates businesses,
Holcim is also active in the ready-mix concrete,
concrete products and asphalt businesses in mature
markets and major urban areas. To ensure customer
excellence, competent teams back up our product
offering with a diverse range of services, product-
specific consulting and innovative system solutions
specially conceived for major projects. Tailored concepts
for complex building projects are an important success
factor. Holcim runs these business units not only as
sales channels for cement, but as profitable opera-
tions. Therefore, these activities are regularly moni-
tored and the local strategic added value optimized.

Global presence

Holcim operates production plants at more than
2,000 sites in around 70 countries on all continents.
These include cement plants, aggregates operations,
ready-mix concrete and concrete elements plants,
asphalt facilities and platforms for the processing of
alternative fuels and raw materials. This broad-based
presence stabilizes Group earnings by smoothing
out cyclical fluctuations in individual markets. While
demand is weaker in Europe, the current high rev-
enue streams from Asia Pacific and Latin America
demonstrate the value of a balanced portfolio.

Through Holcim Trading, Holcim also occupies a
leading position in international trading in cement,
clinker, mineral components and various fuels. Holcim
Trading offers a full range of trading services to third
parties and the Holcim Group, mostly focusing on
providing support for Group companies in the purchase
and sale of these products on international markets.

In 2012, the emerging markets in Asia, Latin America,
Eastern and Southeastern Europe and Africa Middle
East accounted for 52.7 percent of Group net sales.

Central pillars of value creation Creating added
value is Holcim’s
paramount objec-
tive, an objective
that is based on 
the three strategic
pillars and deter-
mines guide lines 
in the functional
sectors. The most
important founda-
tion on which 
everything rests is 
a workforce that
gives its best on 
a daily basis.

© Holcim Ltd

Example 9: Swiss Re

Source: Swiss Re Annual Report 2012

Examples of good reporting

Source: Annual Report 2012 Holcim Ltd

Holcim: Strategy 
to business model 
(mindset) link

Swiss Re: Link of external drivers 
(market forces) to reinsurance 
business model and value creating 
activities (our approach and why)
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What it means 
“An organisation’s ability to create and 
sustain value is determined inter alia by 
how it’s led and its governance.6”

Governance reporting provides the 
nexus for the social, environmental, 
economic and financial issues that have 
an impact on the organisation’s business 
and the development of its strategy. 

In recent years there has been 
renewed interest in the corporate 
governance practices of modern 
corporations, particularly with regard to 
accountability. Effective communication 
about the governance of an organisation 
is therefore integral to the user’s 
appreciation of how those charged with 
governance are creating value.

6 Consultation draft of the international <IR> Framework”, IIRC, http://www.theiirc.org/wp-content/uploads/Consultation-Draft/Consultation-Draft-of-the-InternationalIRFramework.pdf (accessed 
August 2013)

Findings
The disclosure of corporate governance 
is generally driven to meet the 
Swiss Exchange (SIX) disclosure 
requirements. In many cases, there 
are detailed discussions about the 
governance principles in an entity. 
There is an emphasis on reporting on 
the responsibilities, tasks and charters 
of the board and its committees 
rather than reporting on the actual 
activities undertaken to fulfil those 
responsibilities. There are only a 
few companies that disclose details 
on actions and outcomes. Very few 
companies provide detailed disclosures 
on the board’s effectiveness. These 
reports included information on the 
logistics and processes taken in assessing 
the effectiveness as well as the outcomes 
of the review.

Governance

Integrated reports 
should answer the 
question: 

How does the 
organisation’s 
governance structure 
support its ability to 
create value in the 
short, medium and 
long term?
Source: International <IR> Framework, para 4.8

• An organisation’s leadership structure, including the diversity and skills of those charged with governance;

• specific processes used to make strategic decisions and to establish and monitor the culture of the
organisation;

• particular actions those charged with governance have taken to influence and monitor the strategic
direction and risk management approach;

• how the organisation’s culture, ethics and values are reflected in its use of and effect on the various forms
of capital, including its relationships with key stakeholders; and

• how remuneration and incentives are linked to value creation.

Principle in practice
Good reporting should provide insight into:

Source: International <IR> Framework, para 4.9
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How reporting can be 
developed
The assessed companies are comfortable 
reporting on board charters and the 
related tasks. However, reporting on 
actual activities undertaken by the board 
and the outcome of those activities is 
more insightful than simply providing 
information about committee agendas 
and charters.

Here there is an opportunity to 
integrate reporting of the actions and 
responsibilities of those charged with 
governance into the operations and 
strategy overview of the company in 
order to provide an understanding of its 
governance as a whole. Organisations 
that do so in their integrated report 
underscore just how important 
governance is to a business.

Example 10: Zurich

An example of good reporting

G
overn

an
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Zurich Insurance Group Annual Report 2012 25Corporate governance report

Board of Directors

The Board, under the leadership of the Chairman, is responsible for determining the overall strategy of the Group and
the supervision of senior management. It holds the ultimate decision-making authority for Zurich Insurance Group Ltd,
except for those decisions reserved to the shareholders.

Board of Directors

Josef Ackermann*

Tom de Swaan

Susan Bies

Alison Carnwath

Victor L.L. Chu 

Rafael del Pino

Thomas Escher

Fred Kindle

Armin Meyer

Don Nicolaisen

Rolf Watter

Governance and
Nominations 
Committee

Josef Ackermann*

Armin Meyer

Tom de Swaan

Victor L.L. Chu

Audit Committee

Don Nicolaisen*

Fred Kindle

Susan Bies

Rolf Watter

Risk Committee

Tom de Swaan*

Don Nicolaisen

Susan Bies

Armin Meyer

Thomas Escher*

Josef Ackermann

Alison Carnwath

Rafael del Pino

Remuneration
Committee

Board of Directors and its Committees
as of December 31, 2012

* Chairman of Board or Board Committee, respectively

The members of the Board are elected by the shareholders at the shareholders’ meeting. After each shareholders’
meeting, the Board constitutes itself in its first meeting and appoints a Chairman and a Vice-Chairman from among
its members. All current members are non-executive directors, independent from the Management.
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Governance and Nominations Committee
Composition and membership: The Governance and Nominations Committee consists of at least four Board
members. Currently, Messrs. Josef Ackermann (Chairperson), Armin Meyer, Tom de Swaan and Victor L.L. Chu serve
on this committee.

Key tasks and responsibilities: In general, the Governance and Nominations Committee

• oversees the Group’s governance and measures it against best practice with a view to ensuring that the rights of the
shareholders are fully protected;

• develops and proposes to the Board guidelines for corporate governance and reviews them from time to time;

• ensures compliance with corporate governance disclosure requirements as well as legal and regulatory requirements;

• is entrusted with the succession planning for the Board, the CEO and members of the GEC. In this regard, it proposes
the principles for the nomination and ongoing qualification of members of the Board and makes proposals to
the Board on the composition of the Board, the appointment of the Chairman, the Vice-Chairman, the CEO and
members of the GEC. Final decisions for nominations and appointments are made by the Board, subject to
shareholder approval, where required; and,

• reviews the system for management development and supervises progress made in respect of succession planning.

Activities 2012: During 2012, the Governance and Nominations Committee met five times – average attendance at 
meetings was 90 percent. It particularly discussed 

• developments with regard to corporate governance related matters and their potential effect on Zurich;

• succession planning for the Board resulting in its recommendation to the Board to nominate Ms. Monica Mächler for
election at the Annual General Meeting on April 4, 2013;

• management succession planning, including a review of the leadership team and talent and diversity management;
and,

• modifications and changes to the Corporate governance report.

Remuneration Committee
Composition and membership: Zurich Insurance Group Ltd’s Organizational Rules require the Remuneration
Committee to consist of at least four non-executive Board members. Currently, Messrs. Thomas Escher (Chairperson),
Josef Ackermann, Rafael del Pino and Ms. Alison Carnwath serve on this committee.

Key tasks and responsibilities: In general, the Remuneration Committee

• evaluates regularly the Group’s remuneration system and the Remuneration Rules and, if appropriate, proposes
respective amendments to the Board which is responsible for the design, implementation and monitoring of the
Group’s remuneration architecture.

Further details of the Group’s remuneration governance and the Remuneration Rules are given in the Remuneration
report on pages 56 to 81;

• proposes the Directors’ remuneration to the Board for approval;

• based on the Remuneration Rules, negotiates the terms and conditions of employment of the CEO and reviews those
of other members of the GEC, as negotiated by the CEO, before submitting them to the Board for approval;

• liaises with the CEO on other important employment, salary and benefit matters;

• reviews performance relating to the senior management’s short-term and long-term incentive plans. In addition, in
order to help align remuneration with the Group’s risk-taking capacity, Group Risk Management consults with the
other governance, control and assurance functions to provide a review of risk factors for consideration when overall
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Key tasks and responsibilities: In general, the Audit Committee

• serves as a focal point for communication and oversight regarding financial accounting and reporting, internal
control, actuarial practice and compliance;

• reviews the Group’s auditing process (including establishing the basic principles relating to and making proposals
with respect to the audit of Zurich Insurance Group Ltd and the Group);

• at least annually, reviews the standards of internal control, including the activities, plans, organization and the quality
of internal audit and Group Compliance. For statements regarding internal control and the procedures in place
regarding internal control according to the Internal Control: Revised Guidance to Directors on the UK Corporate
Governance Code (formerly known as UK Turnbull Guidance) as of October 2005 see pages 53 and 54; and,

• reviews the annual, half-year and quarterly financial results of the Group before submission to the Board.

Activities 2012: During 2012, the Audit Committee met seven times – attendance at meetings was 100 percent. 
It particularly discussed

• accounting policy changes (for example IFRS 10 which will be adopted in 2013);

• reserving policies and matters;

• the effectiveness of the internal control framework;

• Group Audit work plans, Group Audit findings and management implementation of remediation actions;

• the work of the external auditors, the terms of their engagement and the external auditor’s findings on key 
judgments and estimates in financial statements; and,

• the Annual Group Compliance Plan, which it approved and against which it monitored progress during the year.
The Audit Committee also discussed compliance issues and trends, such as the evolving regulatory expectations with 
regard to the compliance function.

Risk Committee
Composition and membership: Zurich Insurance Group Ltd’s Organizational Rules require the Risk Committee to
consist of at least four non-executive Board members independent from the Management. Currently, Messrs. Tom de
Swaan (Chairperson), Don Nicolaisen, Armin Meyer and Ms. Susan Bies serve on this committee.

To facilitate an ongoing exchange of information between the Risk Committee and the Audit Committee, the
Chairperson of the Audit Committee is a member of the Risk Committee and a member of the Risk Committee is
a member of the Audit Committee. The Chairman of the Board regularly participates in both the Audit and Risk
Committee meetings as a guest.

Key tasks and responsibilities: In general, the Risk Committee

• oversees the Group’s risk management, in particular the Group’s risk tolerance, including agreed limits that the
Board regards as acceptable for Zurich to bear, the aggregation of agreed limits across the Group, the measurement
of adherence to agreed risk limits and the Group’s risk tolerance in relation to anticipated capital levels;

• further oversees the Group-wide risk governance framework, including risk management and control, risk policies,
their implementation and the risk strategy and the monitoring of operational risks;

• reviews the methodologies for risk measurement and the Group’s adherence to its risk limits and reviews the
performance of the risk management function;

• reviews, with business management and the Group risk management function, the Group’s general policies and
procedures and satisfies itself that effective systems of risk management are established and maintained; and,
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performance for annual incentives is assessed and the Chief Risk Officer is available to discuss these findings with the
Remuneration Committee and the Board.

Activities 2012: During 2012, the Remuneration Committee met seven times – attendance at meetings was 
100 percent. It particularly discussed

• the performance of the Group, the segments and the GEC and the approval of STIP and LTIP awards for 2011 
including the approval of the Total Variable Remuneration Pool for 2011;

• the regulatory environment such as implications from the FINMA Circular 2010/1 Remuneration Schemes and 
remuneration aspects raised by Ethos and ISS;

• developments for remuneration-related matters and their potential effect on Zurich;

• topics related to proxy advisors such as Ethos or ISS;

• the share ownership levels of the members of the Board and the GEC (for more details see the Remuneration report 
on page 70 and 77);

• in the annual joint meeting with the Risk Committee, risk management aspects of the Group’s remuneration
architecture;

• in its annual review, the Remuneration report, the Remuneration Rules and the Remuneration Committee rules
and approved them; and,

• in its annual review, the Board and GEC compensation.

The Remuneration Committee has retained its own independent advisors, Meridian Compensation Partners, LLC
and Aon Hewitt to assist in reviewing the remuneration structures and practices.

Audit Committee
Composition and membership: Zurich Insurance Group Ltd’s Organizational Rules require the Audit Committee to
consist of at least four non-executive Board members independent from the Management. Currently, Messrs. Don
Nicolaisen (Chairperson), Fred Kindle, Rolf Watter and Ms. Susan Bies – all of whom meet the relevant requirements for
independence and qualification – serve on this committee.

The Audit Committee Charter provides that the Audit Committee as a whole should have (i) an understanding of IFRS
and financial statements, (ii) the ability to assess the general application of such principles in connection with the
accounting for estimates, accruals and reserves, (iii) experience in preparing, auditing, analyzing or evaluating financial
statements that present a breadth and level of complexity of accounting issues that are generally comparable to
those of Zurich Insurance Group Ltd and the Group, or experience in actively supervising one or more persons engaged
 in these activities, (iv) an understanding of internal controls and procedures for financial reporting and (v) an
understanding of audit committee functions.

To facilitate an ongoing exchange of information between the Risk Committee and the Audit Committee, the
Chairperson of the Audit Committee is a member of the Risk Committee and a member of the Risk Committee is
a member of the Audit Committee. The Chairman of the Board regularly participates in both the Audit and Risk
Committee meetings as a guest.

The external auditors, the internal auditors and appropriate members of the GEC and other executives attend its
meetings in order to, among other things, discuss the auditors’ reports, review and assess the auditing concept and
the examination process and assess the activities of internal and external auditors. Private sessions with external
and internal auditors are scheduled at the majority of the Audit Committee meetings to enable discussions without
Management present.

For more information on the supervision and control of the external audit process, see pages 51 and 52.

Source: Zurich Insurance Group Annual Report 2012

Zurich: Board 
committee activity 
reporting
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What it means
Value creation is significantly affected 
by an organisation’s ability to embrace 
opportunities and effectively manage 
risk. An annual report should identify 
these opportunities and risks, and 
explain the strategic direction the 
organisation has chosen and the actions 
it has undertaken to manage them. 

Effective communication in this area 
includes providing insight into the risk 
identification and risk management 
processes of an organisation, 

75%
of companies identified 
their principal risks and 
included a narrative 
discussion on the topic. 

Risks and opportunities

An integrated report 
should answer the 
question: 

What are the specific 
risks and opportunities 
that affect the 
organisation’s ability 
to create value over 
the short, medium and 
long term, and how 
is the organisation 
dealing with them?
Source: International <IR> Framework, para 4.23

• The specific source of opportunities and risks, which may be internal, external or, commonly, a mix of the
two;

• the organisation’s assessment of the likelihood that the opportunity or risk will arise and the magnitude
of its effect if it does; this includes consideration of the specific circumstances that would precipitate the
opportunity or risk; and

• the specific steps being taken to create value from key opportunities and to mitigate or manage key
risks, including the identification of the associated strategic objectives, strategies, policies, targets and
performance indicators.

Principle in practice
Good reporting should provide insight into:

Source: International <IR> Framework, para 4.25

Question: Existence – Does the company identify its principal risks and 
uncertainties?

25%75%

Strong communication Potential to develop reporting Clear opportunities to develop reporting

Question: Has the company provided insights into how the dynamics of its risk 
profile may change over time?

90%10%

Strong communication Potential to develop reporting Clear opportunities to develop reporting

Source: PwC analysis

specifying the identified risks to the 
organisation, and clearly discussing the 
implications those risks may have on the 
organisation’s ability to create value.

Findings
The majority of companies (75%) 
identified their principal risks and 
included a narrative discussion on the 
topic. The reporting was found to be 
limited to the risk reporting stand-alone 
section. Also, SMI companies listed on 
a US stock exchange (Foreign Private 
Issuers) prepare their risk disclosures in 
keeping with the US legal environment. 

Very few companies display risk maps 
highlighting the likelihood and impact 
of those risks. A mere 10% of companies 
provided good insights into the dynamics 
of their risk profile by including 
information about the impact and 
probability of identified risks, as well as 
how risk profiles may change over time. 
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An example of good reporting

Example 11: Swiss Re

Source: Swiss Re Annual Report 2012

How reporting can be 
developed
Opportunities and risks are fundamental 
and highly relevant to an organisation’s 
value creation activities. It is therefore 
of paramount importance to include 
discussions relating to opportunities and 
risks throughout the annual report and 
avoid limiting risk reporting to a stand-
alone section.

Companies that include information 
about the potential impact and 
probability of risks occurring provide 
stakeholders with valuable information 
about the specific risks that could 
influence the company’s ability to create 
value over the short, medium and long 
term. This may also include linking 
risks with KPIs or quantifying risks in a 
meaningful way.

10%
of companies provided 
good insights into the 
dynamics of their risk 
profile.

Swiss Re: Explanation 
of change in life and 
health risk over time
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What it means
Underpinning an organisation’s focus on 
integrated reporting is its acknowledged 
appreciation that the company’s 
success is inextricably linked to three 
interdependent factors: society, the 
environment and the global economy. 

Performance reporting has evolved from 
merely reporting on financial measures 
of success to a more holistic approach of 
reporting on social and environmental 
performance.

• Quantitative indicators with respect to targets, value drivers, and opportunities and risks, explaining their
significance and implications and the methods and assumptions used in compiling them;

• the organisation’s effects (both positive and negative) on the various forms of capital, including material
effects on each form throughout the value chain; 

• linkage between past and current performance, and between current performance and future outlook

Principle in practice
Good reporting should provide insight into:

Source: International <IR> Framework para 4.31

Findings
Quantitative indicators of performance 
such as KPIs are helpful in reporting 
variances from targets and facilitate 
better comparison of entities within 
the same industry. Our research found 
that 65% of the companies explicitly 
identified KPIs. In many instances, 

65%
of the companies 
explicitly identified 
KPIs. 

Performance

Integrated reports 
should answer the 
question:

To what extent has 
the organisation 
achieved its strategic 
objectives and what 
are its outcomes in 
terms of the effects on 
the various forms of 
capital?
Source: International <IR> Framework para 4.30

companies only report financial KPIs, 
although stakeholders would benefit 
from the disclosure of non-financial 
KPIs.

Target and forward-looking KPIs 
would enhance the accountability of 
management. Some companies partially 
disclose future targets for KPIs. Only 
very few reports provide quantified 
future targets for all KPIs. It was noted 
that information on targets and actual 
performance could often be found in the 
investor relations presentations or on the 
Internet.

In 35% of the reports, KPIs are clearly 
aligned with strategic priorities.

Question: Does the company explicitly identify its KPIs?

35%65%

Strong communication Potential to develop reporting Clear opportunities to develop reporting

Question: Can the KPIs be clearly aligned to the strategic priorities?

15%50%35%

Strong communication Potential to develop reporting Clear opportunities to develop reporting

Source: PwC analysis
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• Tailor KPIs to be relevant to the organisation;

• report KPIs that are consistent with measures used by those charged with governance in assessing the
performance of the organisation;

• present KPIs with targets, forecasts or projections over the short and medium term;

• present KPIs for past periods to establish a trend and comparability with industry benchmarks;

• present KPIs against previously reported targets, forecasts or projections to enhance accountability;

• report consistently over periods;

• present measurement techniques and assumptions made with qualitative information; and

• report on reasons for significant variations from targets, trends or benchmarks and why they are or are not
expected to reoccur.

Enhancing the quality of KPIs

35%
of the reports clearly 
aligned KPIs with 
strategic priorities.

Examples of good reporting

Example 12: Credit Suisse

Source: Credit Suisse Annual Report 2012

Example 13: Holcim

2 Corporate Sustainable Development Report 2011

In
tr

od
uc

tio
n Performance against targets

The following is a summary of our progress against our

main sustainable development performance targets.

Area Target Progress Target date Status 2011

Vision, strategy and corporate governance

Strategy Integration of SD materiality review in existing 
business risk management (BRM) system for use 
by Group companies.

The SD materiality review has been integrated into the 
existing BRM system and recommendations provided to 
Group companies. Work is continuing with integrating SD 
issues fully into the standard BRM system. See CR  page 9

2008 Achieved 
and ongoing

Management 
systems

ISO 14001 implemented by all cement plants  
and alternative fuels and raw materials (AFR)  
pre-treatment platforms.

This is a rolling target as newly acquired Group companies 
require time to implement management systems.  
See CR  page 31

2004 Cement 93%
AFR 95%

Environmental performance

Climate and 
energy

Reduce global average specific net CO2 emissions
(kg CO2/tonne cementitious materials) by 25%,
using 1990 as reference.

See CR  pages	14	and 9 2015 21.8%

Environmental 
impacts

Emissions monitoring and reporting  
standard implemented.

The figure reported reflects the percentage of plants with 
continuous emission monitoring in place and includes our 
operations in India. This is an ongoing target as newly acquired 
plants and companies require time to implement systems.

2004 88%

Reduce global average specific nitrogen oxides, 
sulfur dioxide and dust emissions (g pollutant/
tonne cementitious materials) by 20%, using 2004 
as reference.

The specific SO2 emission target was exceeded in 2009. Due 
to the global economic crisis, efforts to reduce dust and NOx 
emissions focused on implementing primary measures. The 
target date was thus revised to 2012 for dust and 2013 for NOx. 
See CR  pages	14	and 9

2012 NOx – 21%
Dust – 29% 
SO2 – 65%

Quarry rehabilitation plans. This is an ongoing target as newly acquired plants and
companies require time to develop and implement plans.
See CR page 33

2006 Cement
– 100%
Aggregates
– 93%

Biodiversity: 80% of sensitive sites to have
biodiversity action plans.

The definition of sensitive sites was developed as part of a 
biodiversity management system developed in conjunction 
with IUCN. The Biodiversity Management System was launched 
in late 2010. See CR page 18

2013 40%

PCB equipment elimination. Electrical equipment containing PCB to be eliminated from
the cement sector (cement and grinding plants) by the end of
2010, and for the non-cement sector (aggregates, ready mix
and asphalt) by 2011. By the end of 2011, only one cement plant
and three non-cement plants were not PCB free.

See progress

Social performance

Community
involvement

Every Group company to have a community
engagement plan covering all sites.

See CR page 29 2012 24% 

OH&S Reduce lost-time injury frequency rate by at least
30% per annum until it is under 2, using 2004 as
reference, from 2006 to 2009.

This objective has been achieved. We now plan to further
reduce the rate to below 1.0 for 2013.

2009 See progress

OH&S fatality prevention elements implemented. This target has been extended to 2013. The implementation
standards will be reviewed and implementation assessed
starting in 2012.

2013 See progress

OH&S contractor safety management
implemented.

Significant progress has been made. The target date remains
2012, after which implementation will be assessed.

2012 See progress

Introduction

Vision and strategy

SD challenges

Performance data

Methodology and 
assurance

We have already met a number of targets and details of these are available at www.holcim.com/sustainable.

Source: Holcim Corporate Sustainable Development Report 2011

Credit Suisse: Financial 
KPIs with targets and 
performance

Holcim: Non-financial 
KPIs with targets and 
progress
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Example 14: UBS 
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Maintaining cost discipline is critical to our long-term success 
and is a key element of the cost reduction plans we announced in 
October 2012. To this end, we announced measures to achieve 
additional annual costs savings of CHF 3.4 billion by 2015 that 
include reducing our Investment Bank’s complexity and size, im-
proving organizational effectiveness, primarily in our Corporate 
Center, and introducing lean front-to-back processes across our 
Group. These savings come in addition to the CHF 2.0 billion an-
nual cost reduction program that we announced in 2011 and ex-
pect to complete by the end of 2013. As a consequence of our 
measures to support the long-term efficiency of our firm, we ex-
pect our headcount to be around 54,000 in 2015 compared with 
approximately 63,000 at the end of 2012. Our investment in 
these initiatives is reflected in restructuring charges of CHF 258 
million in the fourth quarter of 2012 and expectations of further 
incremental charges of approximately CHF 1.1 billion in 2013, 
CHF 0.9 billion in 2014 and CHF 0.8 billion in 2015.

Our efficiency programs will free up resources to make invest-
ments over the next three years to support growth across our firm
and enable us to service our clients with greater agility and effec-
tiveness, improving quality and speed to market. These investments
are expected to reach CHF 1.5 billion over the next three years.

2013 and 2014 will be key years of transition for our Investment
Bank and our Group as we work through our plans to restructure
our businesses and reduce our cost base. As a result, during these
years we expect our Group to deliver a return on equity in the mid-
single digits as we transform our business. We believe the changes
we are making will enable us to deliver improved returns and thus
we have set a Group return on equity target of more than 15%
from 2015 onwards. We are also targeting a Group cost / income
ratio of 60% to 70% from 2015 onwards.

We are well prepared for the future with a clear strategy and a 
solid financial foundation. We are firmly committed to returning 
capital to our shareholders and plan to continue our program of 
progressive returns to shareholders with a proposed 50% increase 
in dividends to CHF 0.15 per share for the financial year 2012. 
Once we have achieved our capital targets, we are aiming for a 
total payout ratio of 50%, consisting of a baseline dividend and 
supplementary returns. We intend to set a baseline dividend at a 
sustainable level, taking into account normal economic fluctua-
tions. The supplementary capital returns will be balanced with our 
need for investment and any buffer we choose to maintain for a 
more challenging economic environment or other stress scenari-
os. Through the successful implementation of our strategy, we 
believe we can sustain and grow our business and maintain a 
prudent capital position.

Our business divisions

Our Wealth Management business provides comprehensive finan-
cial services to high net worth and ultra high net worth individuals 
in over 40 countries. We will continue to strengthen Wealth Man-
agement’s industry-leading position, particularly in growth mar-
kets such as Asia-Pacific and the emerging markets. This will en-

able us to capitalize on wealth generation growth rates that are 
expected to continue outstripping economic growth. We are de-
veloping our business model as a dynamic wealth manager with 
investment management capabilities at its core. We are trans-
forming our European operating model to reflect our clients’ con-
verging needs, to increase efficiency and to anticipate the chang-
ing regulatory environment in this market. Our clients continue to 
benefit from our global research, superior investment advice and 
solutions, execution competencies and access to global financial 
markets. To this end, and with the ultimate goal of improving our 
clients’ investment performance, our Chief Investment Officer or-
ganization synthesizes the research and expertise of our global 
network of economists, strategists, analysts and investment spe-
cialists from across all business divisions and asset classes. Wealth 
Management aims to achieve a net new money growth rate of 
3% to 5%, a gross margin of 95 to 105 basis points and a cost / in-
come ratio of 60% to 70%.

Wealth Management Americas provides advice-based solu-
tions through financial advisors who deliver a fully-integrated set 
of products and services to individuals and families mainly in the 

Source: UBS Annual Report 2012

UBS: KPIs at 
group and 
divisional level 
reported in 
strategy section
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Linking performance and 
remuneration
The alignment of KPIs with 
remuneration policies enhances the 
transparency of management and board 
remuneration. 

A clear correlation between KPIs and 
remuneration was demonstrated in only 
10% of the annual reports assessed. 
Only a few annual reports concluded on 
whether targets were actually achieved 
and, if targets were not achieved, the 
reasons for underperforming. In many 
cases, an extensive discussion on the 
remuneration policies and plans exist, 
but the link between actual performance 
and the remuneration is missing.

10%
of the annual reports 
assessed demonstrated 
a clear correlation 
between KPIs and 
remuneration.

How reporting can be 
developed
Organisations can enhance the quality 
and usefulness of reported KPIs by 
making them specific to their business 
and providing clear targets and industry 
benchmarks against which they can be 
measured.

Where trends are provided to assist in 
year-on-year analysis, management 
commentary should be added to enable 
users to understand the movements in 
KPIs.

Providing a clear link between KPIs 
and the organisation’s strategy and 
remuneration policies will enhance the 
quality of disclosure on remuneration. 

Question: Do the KPIs align with those that drive remuneration policies?

35%55%10%

Strong communication Potential to develop reporting Clear opportunities to develop reporting

Source: PwC analysis

Source: Credit Suisse Annual Report 2012

Credit Suisse: 
Actual performance 
is discussed in 
remuneration section

An example of good reporting

Example 15: Credit Suisse
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What it means
In developing the Framework, it was 
recognised that much of what is currently 
reported tends to be backward-looking and 
fails to provide stakeholders with sufficient 
information to make a meaningful 
assessment of the organisation’s ability to 
create and sustain value over the short, 
medium and long term. 

Therefore, in addition to reporting on 
performance during the relevant period, 
the annual report should include a 
forward-looking statement concerning 
the organisation’s anticipated activities 
and performance objectives, based on its 
assessment of recent performance and 
understanding of trends in the external 
and internal environment, including 
stakeholder expectations. 

For an organisation to create value, 
it relies heavily on its estimate of the 
projected future access to material, 
non-financial capital inputs. To provide 
a base for assessing the sustainability 
of an organisation, it is important to 
understand the approach taken by 
management in identifying material 
issues affecting its future viability, its 
stakeholder engagement processes and 
the outcomes (“materiality assessment”).

Findings
Our assessment found that companies 
discuss their expectation of the future 
availability and constraints of material 
non-financial capital (35%). All 
companies provide at least insight into 
their human capital management. Most 
companies provide minimum insight 
into their human capital management. 

However, a structured assessment of all 
material non-financial forms of capital 
(such as intellectual, natural or social 
capital) is missing.

Some reports provided insights into 
the company’s materiality assessment. 
However, in most instances the assessment 
is addressed in a separate Corporate Social 
Responsibility (CSR) report.

30% of the companies explicitly 
integrate sustainability priorities into 
their core business strategy. Some 
companies have separate CSR reports 
which – by definition – limit the 
integration of discussions on the future 
viability and the availability of non-
financial capital into the overall strategy 
discussion.

Companies issuing a separate CSR 
report often provide a short summary in 
a separate section within their annual 
report. However, separate CSR reports 
do not necessarily follow the structure of 
the annual report, but rather standards 
such as GRI, thereby limiting the 
integration into the overall picture.

35%
of companies discuss 
their expectation of the 
future availability and 
constraints of material 
non-financial capital. 

Outlook

Integrated reports 
should answer the 
question: 

What challenges and 
uncertainties is the 
organisation likely to 
encounter in pursuing 
its strategy and what 
are the potential 
implications for its 
business model and 
future performance?
Source: International <IR> Framework, para 4.34

Question: Does the company discuss its expectation of the future availability and 
constraints of material non-financial capital?

5%60%35%

Strong communication Potential to develop reporting Clear opportunities to develop reporting

Question: Does the company integrate its priorities relating to the management 
of its non-financial capitals into its core business strategic priorities?

30%40%30%

Strong communication Potential to develop reporting Clear opportunities to develop reporting

Source: PwC analysis
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• Anticipated changes over time; 

• information, built on sound and transparent analysis, about:

 – the expectations of senior management and those charged with governance with regard to the external
environment the organisation is likely to face in the short, medium and long term;

 – how that will affect the organisation;

 – how the organisation is currently equipped to respond to the critical challenges and uncertainties that 
may arise.

Principle in practice
Good reporting should provide insight into:

Source: International <IR> Framework, para 4.35

Example 16: Adecco

An example of good reporting

team, training & development: Currently, around 7 million
jobs don’t get filled despite high unemployment rates espe-
cially in European countries such as Greece, Spain, Italy,
France but also in the US, Australia and Japan. This is to a
large extent due to a mismatch between available jobs and
skills. Young people are most affected. Too often, their educa-
tion and training does not match the requirements of the busi-
ness world. Adecco and its industry can contribute to solving
this issue through unlocking people‘s potential by retraining
and upgrade workers' skills. HR services companies help peo-
ple enhancing their employability through career counselling,
education and continuous training.

integration: Every company’s workforce needs people with a
diverse skill set and from all backgrounds in terms of disabil-
ities, age, ethnicity or gender. Integrating people into the
workforce through agency work is a central part of our busi-
ness. Jobs offer people work experience and an income. Con-
secutive assignments provide people with diverse work expe-
riences and enhance their adaptability to different roles and
teams. In many cases, they are a stepping stone to a perma-
nent position for individuals who otherwise could become
marginalised. The Adecco Group and its Foundations – often
in partnership with various organisations – are involved in a
range of international, national and local programmes to help
these groups at risk of exclusion. More employers are recog-
nising the need to create and promote an inclusive workplace
in order to maximise productivity, attract new talent and in-
crease employee commitment.

diversity and equal opportunities: Retention is one of six
strategic priorities for the Adecco Group. Our employees and
associates are the most important reason for our success. As
a company, operating in over 60 countries, we see that di-
verse teams are able to come up with a wider range of solu-
tions to business problems. Our approach to diversity and
equal opportunities and our open company culture help the
Adecco Group to attract, motivate and retain talented employ-
ees and associates. An example of what our diverse teams

Our six strategic focus areas
CSR needs to reflect our business values, while addressing
social, environmental and economic challenges. On this basis,
we have defined the following six strategic focus areas with
the greatest value and impact for our company and society in
the current labour market environment.

our six strategic focus areas

inclusive 
workforce

environmental responsibility

integration

team, training & 
development

Health & 
safety

Business & 
Human rights

diversity & equal 
opportunities

”I think that each year our colleagues better understand  
the philosophy of this worldwide initiative. In addition,  
we all feel grateful because in 2010 we benefited from  

Win4Youth being able to support the Chilean ’Romanos XII‘ 
Foundation. That’s why for 2012, we have decided to  

incorporate Win4Youth as a permanent activity of our company, 
with positive results.”

Thibault Vautier, Country Manager Adecco Chile

16CSR Report 2012/2013
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Environment
•	 Resource use
•	Climate change

Community involvement
•	 Labour integration
•	 Job creation
•	 Income creation

Human rights
•	Discrimination &

vulnerable groups
•	 Fundamental

rights at work

Labour practices
•	Human development
•	Health & safety
•	Decent work 

 conditions

Fair operating practices
•	 Fair competition
•	Anti-corruption

Consumer issues
(HR services do not 
relate to consumers 
but to employees and 
corporate clients)

significance & relevance for adecco group

High

HighLow

How we prioritise the ISO
26000 core subjects and
issues related to our
business and the con-
cerns of our stakeholders.

materiality matrix
(blue = corresponding to UN Global Compact principles)

choosing our sustainability priorities To define our priorities,
we assessed the generic CSR core subjects as provided by ISO
26000 (i.e. human rights, labour practices, the environment,
fair operating practices, consumer issues, community involve-
ment) against our stakeholders’ concerns as well as against
the nature of our HR services business, the scope of our com-
pany and our sphere of influence. This resulted in the follow-
ing materiality matrix, from which we derived our six strate-
gic focus areas (page 16). Our strategy reflects how CSR
relates to our business and mirrors our core competencies,
strengths and operational abilities, as well as supports how
we can make a difference in the world of work.

12CSR Report 2012/2013

Source: Adecco CSR Report 2012/2013

Adecco: Materiality 
assessment linked to 
strategy
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The discussion on sustainability and 
non-financial capital is industry-specific 
and depends on its relative importance. 
The future viability of a financial 
institution for example is driven mainly 
by the availability of financial capital. 
This is reflected in extensive discussions 
surrounding the “too-big-to-fail” 
regulation requirements. Industries that 
are more dependent on resource scarcity 
provide comprehensive discussions 
on non-financial forms of capital and 
integrate them well in the overall 
business strategy.

Example 17: Holcim

An example of good reporting

30%  
of the companies 
explicitly integrate 
sustainability priorities 
into their core business 
strategy. 

How reporting can be 
developed
The annual report should provide a clear 
and appropriate demonstration of the 
time frame over which future viability 
has been considered, within the context 
of the nature of the company’s business 
and industry.

Disclosing the specific strategic actions 
to be undertaken in addressing the 
availability of material non-financial 
capital and to provide future KPIs 
for the identified strategic objectives 
communicates the future prospects 
and viability of an organisation to its 
stakeholders.

9Corporate Sustainable Development Report 2011
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Determining	material	issues	

Holcim has a well-embedded Business Risk Management 

(BRM) process for identifying risks at a corporate and 

Group company level (see ARA  page	42). We carried out 

our first sustainable development materiality review to 

identify the issues of importance to our business and our 

stakeholders in 2007. 

We aggregate the issues emerging through the Holcim 

BRM and Group company materiality reviews, and assess 

their importance for the Holcim Group as a whole. We 

consider the views and expectations of stakeholders 

through an External Review Panel. It should be noted that 

whilst some of the issues represent potential impacts 

and related risks, the mitigation of those impacts in many 

cases provides a solution or an opportunity.

Our 2011 Group materiality matrix was developed in 

consultation with external stakeholders in September 

2011. There have been some significant changes since 

our last materiality review in 2010:

•  “Corporate Governance” has been amended to 

“Corporate Governance and Business Ethics” to reflect 

an increased importance of business ethics

• innovation has been added to eco-efficient products

•  the importance of “water” as an issue to Holcim  

has increased

•  the matrix now reflects the difference between 

impacts and solutions.

A full list of the issues, sub-issues and definitions is 

available at www.  holcim.com/sustainable

Our	priorities

Based on our 2011 materiality review, our current 

sustainable development priorities are:

•  sustainable solutions and sustainable construction 

(including eco-efficient products and innovation)

• energy and climate

• biodiversity and water

• our people (including OH&S)

•  social commitment (including community 

engagement and human rights).

Low:  Low level of concern to stakeholders and low level of current 
 impact on Holcim.

High:  High level of concern to stakeholders and high level of current 
 or potential impact on Holcim.

 The grey shaded areas are impacts. Our mitigation activities in 
 these areas may also provide solutions.

 The blue shaded areas represent solutions to SD related issues.

Corporate governance 
and business ethics

Customer and 
supplier relations

Economic impact

Low Medium High

Ec
on

om
ic

Issues

OH&S

Employment practices  
and human rights

Community involvement
and stakeholder relations

So
ci

al

CO2 and energy

Ec0-efficient products 
and innovation

Sustainable construction

Atmospheric emissions

Resources management
and biodiversity

Waste and transport

Water

En
vi

ro
nm

en
ta

l

Holcim view – result of Holcim business risk management process.

External stakeholder view – result of interviews with a range of 
external stakeholders.

View from Holcim and external stakeholders coincide.

Range of external stakeholder views.

Represents a clear difference between internal and external view.

Importance of issues – global view

SD	materiality	review	–	aligning	global	stakeholder	

feedback	with	current	Group	priorities

Introduction

Vision	and	strategy

SD challenges

Performance data

Methodology and 
assurance
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and related risks, the mitigation of those impacts in many 
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2011. There have been some significant changes since 
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High:  High level of concern to stakeholders and high level of current 
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 The grey shaded areas are impacts. Our mitigation activities in 
 these areas may also provide solutions.
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Represents a clear difference between internal and external view.
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Source: Holcim Corporate Sustainable Development Report 2011

Holcim: Materiality 
assessment
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What it means
Reported profit is of importance to 
investors, but so is cash flow. Cash flow 
information is critical, both as a vital 
input to the valuation of entities, and 
because it allows investors to understand 
management’s ability to service the 
entity’s working capital requirements 
and debt position, as well as any related 
risks. 

Recognising the importance placed 
on clear cash flow reporting by the 
investment community, we have focused 
on this particular aspect of financial 
performance in our assessment. An 
integrated report needs to address cash 
flow analysis and strategy in a clear and 
transparent way, as well as link in with 
broader strategic and risk considerations 
where necessary.

Financial performance and earnings

Corporate reports 
should answer the 
question: 

What is the key cash 
flow information 
investors need 
to understand 
performance?
Source: PwC Investor’s View (http://www.pwc.com/
gx/en/corporate-reporting/investor-views/index.jhtml

Example 18: Novartis

An example of good reporting

N OVA R T I S G R O U P A N N UA L R E P O R T 2 0 1 2162

INCOME FROM ASSOCIATED COMPANIES

The income from associated companies increased from USD 528
million in 2011 to USD 552 million in 2012.

The following is a summary of the individual components
included in the income from associated companies:

2012 2011
USD millions USD millions

Novartis share of Roche’s estimated current-year
consolidated net income 691 661

Amortization of additional intangible assets
recognized by Novartis on initial accounting
for the equity interest – 153 – 162

Net income effect from Roche 538 499

Net income from other associated companies 14 29

Income from associated companies 552 528

The Group’s 33.3% interest in Roche’s voting shares, which repre-
sents a 6.4% interest in Roche’s total equity, generated income of
USD 538 million in 2012, up from USD 499 million in 2011. The
2012 contribution reflects an estimated USD 741 million share of
Roche’s net income in 2012. This contribution, however, was
reduced by an exceptional charge of USD 50 million taken in 2012
as part of Roche’s restructuring charges and USD 153 million for
the amortization of intangible assets arising from the allocation of
the purchase price paid by Novartis for this investment to Roche’s
intangible assets. A survey of analyst estimates is used to estimate
the Group’s share of net income in Roche. Any differences between
these estimates and actual results will be adjusted in the 2013 con-
solidated financial statements.

Adjusting for the exceptional items in both years, core income
from associated companies decreased 3% from USD 779 million to
USD 755 million.

INTEREST EXPENSE AND OTHER FINANCIAL INCOME/EXPENSE

The interest expense decreased to USD 724 million in 2012 from
USD 751 million in 2011 as a result of lower average gross finan-
cial debt compared to the prior year. Other financial income and
expense amounted to a net expense of USD 96 million compared
to a net expense of USD 2 million in 2011, mainly as a result of cur-
rency losses.

TAXES

Tax expenses in 2012 were USD 1.6 billion, an increase of 6% (8%
cc) from 2011. The tax rate (taxes as a percentage of income before
taxes) increased slightly to 14.5% in 2012 from 14.2% in 2011. The
core tax rate (taxes as percentage of core income before taxes)
decreased to 15.1% in 2012 from 15.3% in 2011.

For further information on the main elements contributing to the
difference, see the core tables starting on page 182 and note 6 to
the Group’s consolidated financial statements.

FREE CASH FLOW

Novartis defines free cash flow as cash flow from operating activi-
ties less purchase or sale of property, plant and equipment, intan-
gible, non-current and financial assets. Cash flows in connection
with the acquisition or divestment of subsidiaries, associated com-
panies and non-controlling interests are excluded from free cash
flow. The Group’s free cash flow measure, which is a non-IFRS
measure, is discussed more on page 182. The following is a sum-
mary of the Group’s free cash flow:

2012 2011 Change
USD millions USD millions USD millions

Operating income 11 511 10 998 513

Reversal of non-cash items

Depreciation, amortization and
impairments 4 954 5 980 – 1 026

Change in provisions and other
non-current liabilities 539 1 295 – 756

Other 452 272 180

Operating income adjusted for
non-cash items 17 456 18 545 – 1 089

Interest and other financial receipts 689 470 219

Interest and other financial payments – 616 – 687 71

Taxes paid – 2 022 – 2 435 413

Payments out of provisions and other
net cash movements in non-current
liabilities – 1 173 – 1 471 298

Change in inventory and trade accounts
receivable less accounts payable 183 – 492 675

Change in other net current assets and
other operating cash flow items – 323 379 – 702

Cash flows from operating activities 14 194 14 309 – 115

Purchase of property, plant
and equipment – 2 698 – 2 167 – 531

Purchase of intangible assets – 370 – 220 – 150

Purchase of financial assets – 180 – 139 – 41

Purchase of other non-current assets – 57 – 48 – 9

Proceeds from sales of property,
plant and equipment 92 61 31

Proceeds from sales of intangible assets 163 643 – 480

Proceeds from sales of financial assets 221 59 162

Proceeds from sales of other non-current
assets 18 5 13

Group free cash flow 11 383 12 503 – 1 120

In 2012, free cash flow of USD 11.4 billion was USD 1.1 billion lower
than the prior year mainly on account of higher investments in
property, plant and equipment of USD 2.7 billion compared to
USD 2.2 billion (4.8% of net sales compared to 3.7% in 2011) and
lower divestment proceeds which amounted to USD 0.5 billion in
2012 compared to USD 0.8 billion in 2011.

This free cash flow was primarily used for dividend payments to
shareholders of USD 6.0 billion (compared to USD 5.4 billion in
2011), for the recent acquisitions which on a net cash basis

Novartis: Clearly defined “free cash flow” number  
reconciled to GAAP. Free cash flow numbers also 
disclosed on a segmental level and free cash 
flow performance is discussed in detail.

Source: Novartis Annual Report 2012
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• Clearly defined free cash flow, measured on a consistent basis year on year

• Cash flows for capital expenditure, split into maintenance vs. growth spending, ideally on the face of the 
cash flow statement

• The dynamics of cash flows from trading working capital, i.e. change in payables, change in receivables on 
the face of the cash flow statement

• Cash flow on a segmental basis

Principle in practice
Good reporting should provide insight into:

Source: PwC Investor’s View (http://www.pwc.com/gx/en/corporate-reporting/investor-views/index.jhtml

How reporting can be 
developed
When you think about your funding 
strategy and disclosures, ask yourself if 
you are answering the basic questions 
your investors want to know:

• What is your current funding 
situation? 

• What is your strategy to access the 
capital you will need to meet your 
operational and growth objectives?

Talk about a broad definition of funding – 
include more insight than merely current 
cash and debt. Step back and consider 
what the reader wants to know. Give 
details of working capital, payments in 
advance and other items as a part of the 
funding disclosure where they represent 
important sources of finance. 

In some instances, reporting 
requirements, or simply the complexity 
of a business structure, can lead to 
information on a given topic (such as 
liquidity risk, or funding strategy) being 
scattered around various places in the 
report. The most innovative reporters 
are experimenting with the ordering of 
their notes, including “plain English” 
introductions and even moving elements 
of the financial review alongside the 
relevant notes to present a cohesive 
picture of each area of focus.

Findings
29% of companies disclosed a clearly 
defined “free cash flow” number. While 
there is no standard definition of “free 
cash flow”, if a company is able to define 
a means of measurement that is useful 
in understanding their cash generation 
and clearly discloses how it has been 
calculated, that can be very helpful for the 
users of the financial statements. As to the 
aspect of “clearly defined”, we investigated 
whether companies were clear and 
consistent in their definition of free cash 
flow and balanced in the adjustments 
they made, this in an effort to establish 
a measurement that is relevant to the 
understanding of performance.

The leading reporters also reconcile back 
to GAAP, showing adjustments clearly in 
either a bridge chart or a table.

29%  
of companies disclosed 
a clearly defined “free 
cash flow” number.*
* banking sector is not in scope of the analysis in this chapter

Example 19: Swisscom

An example of good reporting

Free cash flow in CHF million

EBITDA Capital Proceeds Change in Change in Dividends Operating Net interest Taxes Free
expenditure from sale defined net working to non- free cash paid paid cash flow

of assets benefit capital controlling flow
obligations interests

4,381 –2,529

25
–84

103
–14

1,882 –236
–190

1,456

Group financial position

Financial position 

Cash flows

In CHF million 2012 2011 Change

Operating income before depreciation and amortisation (EBITDA) 4,381 4,584 (203)

Capital expenditure in property, plant and equipment and other intangible assets (2,529) (2,095) (434)

Proceeds from sale of tangible and other intangible assets 25 37 (12)

Change in defined benefit obligations (84) (91) 7

Change in net working capital and other cash flows from operating activities 103 (360) 463

Dividends paid to non-controlling interests (14) (7) (7)

Operating free cash flow 1,882 2,068 (186)

Net interest paid (236) (251) 15

Income taxes paid (190) (182) (8)

Free cash flow 1,456 1,635 (179)

Other cash flows from investing activities, net 1 113 (112)

Issuance and repayment of financial liabilities, net (75) (723) 648

Dividends paid to equity holders of Swisscom Ltd (1,140) (1,088) (52)

Purchase of non-controlling interests of Fastweb – (92) 92

Other cash flows from financing activities (18) (11) (7)

Net increase (Net decrease) in cash and cash equivalents 224 (166) 390

Operating free cash flow declined by CHF 186 million or 9.0% to CHF 1,882 million, mainly due to
increased capital expenditure and, in particular, expenses of CHF 360 million for the mobile fre-
quencies auctioned in Switzerland in 2012. Excluding these expenses, operating free cash flow
would have been 8.4% higher. The CHF 84 million change in defined benefit obligations is attrib-
utable to the higher figure for contribution payments versus pension costs. The change in net
working capital and other operating cash flows improved by CHF 463 million to CHF 103 million,
chiefly due to lower trade receivables. Income tax payments increased from CHF 182 million to
CHF 190 million. Dividend payments paid by Swisscom to shareholders in 2012 amounted to
CHF 1,140 million (prior year: CHF 1,088 million). 

Source: Swisscom Annual Report 2012
Free cash flow in CHF million

EBITDA Capital Proceeds Change in Change in Dividends Operating Net interest Taxes Free
expenditure from sale defined net working to non- free cash paid paid cash flow

of assets benefit capital controlling flow
obligations interests

4,381 –2,529

25
–84

103
–14

1,882 –236
–190

1,456

Group financial position

Financial position 

Cash flows

In CHF million 2012 2011 Change

Operating income before depreciation and amortisation (EBITDA) 4,381 4,584 (203)

Capital expenditure in property, plant and equipment and other intangible assets (2,529) (2,095) (434)

Proceeds from sale of tangible and other intangible assets 25 37 (12)

Change in defined benefit obligations (84) (91) 7

Change in net working capital and other cash flows from operating activities 103 (360) 463

Dividends paid to non-controlling interests (14) (7) (7)

Operating free cash flow 1,882 2,068 (186)

Net interest paid (236) (251) 15

Income taxes paid (190) (182) (8)

Free cash flow 1,456 1,635 (179)

Other cash flows from investing activities, net 1 113 (112)

Issuance and repayment of financial liabilities, net (75) (723) 648

Dividends paid to equity holders of Swisscom Ltd (1,140) (1,088) (52)

Purchase of non-controlling interests of Fastweb – (92) 92

Other cash flows from financing activities (18) (11) (7)

Net increase (Net decrease) in cash and cash equivalents 224 (166) 390

Operating free cash flow declined by CHF 186 million or 9.0% to CHF 1,882 million, mainly due to
increased capital expenditure and, in particular, expenses of CHF 360 million for the mobile fre-
quencies auctioned in Switzerland in 2012. Excluding these expenses, operating free cash flow
would have been 8.4% higher. The CHF 84 million change in defined benefit obligations is attrib-
utable to the higher figure for contribution payments versus pension costs. The change in net
working capital and other operating cash flows improved by CHF 463 million to CHF 103 million,
chiefly due to lower trade receivables. Income tax payments increased from CHF 182 million to
CHF 190 million. Dividend payments paid by Swisscom to shareholders in 2012 amounted to
CHF 1,140 million (prior year: CHF 1,088 million). 

Swisscom: Defines a 
clear measure of “free 
cash flow” and shows 
it reconciled to GAAP 
numbers in a clear 
table.
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What it means
Cash is important to investors, but so 
is clear information on debt. For this 
section of the report, we looked at how 
well companies presented a full picture 
of their net debt position as well as the 
associated risks and strategies.

For example, an integrated report that 
includes a clear reconciliation of net debt 
allows users to easily assess whether 
a company that seems to have had a 
significant increase in cash has, for 
example, achieved this only by taking on 
a corresponding increase in borrowings. 

Financial position

Corporate reports 
should answer the 
question: 

What is the funding 
position of the 
company, and how has 
that changed in the 
period?
Source: PwC Investor’s View (http://www.pwc.com/
gx/en/corporate-reporting/investor-views/index.jhtml

Example 20: Swiss Re

An example of good reporting

Investors tell us that a clear “net debt 
rec” sets an organisation apart.

Investors also tell us that they need a 
comprehensive maturity table for all 
material components of debt, including 
the contractual maturity of each type 
of debt and when management expects 
it to be repaid (if different). Rather 
than reporting broad bands, investors 
are looking for year-on-year details of 
impending debt repayments.

Source: Swiss Re Annual Report 2012

Swiss Re: By providing a clear analysis of debt maturity, rather than using broad brackets, for example 2–5 years, 
Swiss Re has responded to the investment community’s desire for information on an annual basis.
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• How management defines the components of ‘net debt’?

• How net debt has moved in the year, including a net debt reconciliation showing the movement in the year 
for each component of net debt by impacting factors, e.g.: Fx, M&A, new issuances, etc

• Debt maturity analysis, on an annual basis, for at least the next 5 years

• Material debt covenants and compliance with those covenants

• Average net debt balance for the period

Principle in practice
Good reporting should provide insight into:

Source: World Watch “Issue 2 2013” Jennifer Sisson, PwC Investors’ view site

How reporting can be 
developed
Even though the debt maturity 
information is an IFRS requirement, 
companies can add value by disclosing 
information as presented in our best 
practice examples. More broadly, it is 
still a real challenge for users to reconcile 
debt disclosures due to the different 
measurement bases used, so net debt 
reconciliations are a vital tool for users 
of financial statements, yet many 
companies with debt still do not provide 
this information. By clearly defining the 
components of net debt, and showing 
the key factors impacting movements in 
these balances, a net debt reconciliation 
would be a very helpful addition to 
company reporting.

Findings
44% of companies disclosed their debt 
maturity information on an annualised 
basis, for at least 5 years from the 
balance sheet date. Investors tell us 
this is important as it helps them to 
gain confidence in the models they are 
building, rather than having to make 
estimates based on broad ranges such as 
2–5 years. 

The leading reporters show interest and 
principle payments separately in their 
debt maturity analysis. Some companies 
also break down lease payments on the 
same basis.

Example 21: Holcim

An example of good reporting

44%  
of companies disclosed 
their debt maturity 
information on an 
annualised basis, for at 
least 5 years from the 
balance sheet date.*
* banking sector is not in scope of the analysis in this chapter
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The maturity profile is based on contractual undiscounted 
amounts including both interest and principal cash flows and 
based on the earliest date on which Holcim can be required  
to pay.

Contractual interest cash flows relating to a variable interest rate 
are calculated based on the rates prevailing as of December 31.

Interest rate risk

Interest rate risk arises from movements in market interest 
rates which could affect the Group’s financial result and market 
values of its financial instruments. The Group is primarily 
exposed to fluctuations in market interest rates on its financial 
liabilities at floating rates which may cause variations in the 
Group’s financial result. The exposure is addressed through the 
management of the fixed/floating ratio of financial liabilities. 
To manage this mix, the Group may enter into interest rate swap 
agreements, in which it exchanges periodic payments based  
on notional amounts and agreed-upon fixed and floating inter-
est rates.

Interest rate sensitivity

The Group’s sensitivity analysis has been determined based on 
the interest rate exposure relating to the Group’s financial lia-
bilities at variable rate on a post hedge basis as at December 31.

A 1 percentage point change is used when the interest rate risk 
is reported internally to key management personnel and repre-
sents management’s assessment of a reasonably possible change 
in interest rates.

At December 31, a ±1 percentage point shift in interest rates, 
with all other assumptions held constant, would result in 
approximately CHF 38 million (2011: 50) of annual additional/ 
lower financial expenses before tax on a post hedge basis.  
The Group’s sensitivity to interest rates is lower than last year 
mainly due to the fact that the ratio of financial liabilities  
at variable rates to total financial liabilities has decreased from 
47 percent to 45 percent.

Contractual maturity analysis

Million CHF Contractual undiscounted cash flows Carrying 

amountWithin 

1 year

Within 

2 years

Within 

3 years

Within 

4 years

Within 

5 years

Thereafter Total

2012

Trade accounts payable 2,179      2,179 2,179

Loans from financial institutions 1,428 317 232 223 67 183 2,450 2,456

Bonds, private placements and 

commercial paper notes 2,197 1,689 1,077 887 1,332 3,658 10,840 10,888

Interest payments 594 497 345 303 258 770 2,767

Finance leases 25 19 12 10 9 68 143 93

Derivative financial instruments net1 9 (14) 32 (16) (12) (30) (31) (40)

Total 6,431 2,508 1,698 1,407 1,653 4,650 18,348

2011

Trade accounts payable 2,396      2,396 2,396

Loans from financial institutions 1,875 692 677 122 957 147 4,471 4,467

Bonds, private placements and 

commercial paper notes 1,090 2,189 1,730 737 829 3,139 9,715 9,774

Interest payments 604 519 393 257 227 801 2,802

Finance leases 34 21 10 5 5 58 133 97

Derivative financial instruments net1 (11) 95 (17) 38 (15) (12) 78 69

Total 5,989 3,517 2,792 1,160 2,003 4,133 19,594  
1  All derivative financial instruments are held for hedging. The contractual cash flows include both cash in- and outflows. Additional information is disclosed 

in note 30.

Holcim: A detailed maturity table, showing information 
on an annualised basis, as well as splitting out principal 
and interest payments as well as lease payments to help 
investors and analysts use the data in their models.

Source: Annual Report 2012 Holcim Ltd
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Findings
The majority of reports assessed (85%) 
follow the traditional structuring 
of the annual report: they contain a 
business review section, a financial 
statements section and a corporate 
governance section. Some of these 
annual reports also include a Corporate 
Social Responsibility (CSR) section. 
A considerable number of companies 
(45%) issue a separate CSR report. 
Although a high level summary of the 
CSR topics is often shown in the annual 
report, it limits the integration of the 
discussion regarding the future viability 
and the availability of non-financial 
capital into the overall discussion. 

The traditional structuring of an annual 
report – incorporating a CSR section or 
other statutory reporting requirement 
(in the financial sector) – tends to be 
comprehensive, but leads to massive 
reports. 

We noted that there are several 
approaches for producing shorter 
reports: some companies (15%) issue 
their financial statements separately 
without including them in the annual 
report in order to limit the size of the 
report. Some of these companies issue 
separate Corporate Governance reports 
to further limit the size. In contrast, 
other companies (25%) issue a summary 
report to provide a short-form business 
review.

Report structuring

 How reporting can be 
developed

Although the language in the IR 
Framework could be interpreted as 
implying that there should be a single 
new report in addition to existing 
reporting, integrated reporting should 
involve a holistic approach applied 
across all reporting. It is not simply about 
a new report to be imposed on top of 
existing corporate reporting.

The emphasis should be on applying the 
principles of the IR Framework across 
all of a company’s applicable reporting 
so that it represents a coherent whole, 
rather than a single integrated report. 

Whether issuing a traditional annual 
report, an annual report without 
including the financial statements or the 
Corporate Governance section or even 
issuing a summary report, such reports 
should explain – as a primary document 
– how an organisation’s strategy, 
governance, performance and prospects 
lead to the creation of value in a concise 
format. Any additional reports should 
be in reference to the leading document 
and explain the principles and results in 
more detail.

25%  
of the companies issued 
a separate business 
review report in 
addition to the annual 
report
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