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Abstract: In addition to integrated reporting, which was arguably first introduced by the third King
Report on Governance for South Africa (King Il1), King Il also formally introduced the combined
assurance model as a further governance innovation, aimed at enhancing the quality of organisational
reporting. Although the combined assurance model is primarily an internal enterprise risk management
innovation, designed to incorporate, integrate and optimise all assurance services and functions, it
simultaneously enhances the credibility of organisational reporting. Taken as a whole, the combined
assurance model enables an effective control environment, supports the integrity of information used
for internal decision-making by management, the governing body and its committees; while supporting
the integrity of the organisation’s external reports. Organisations adopting King 1V, including state-
owned enterprises (SOEs), are expected to explain how the provisions of the combined assurance
model have been implemented. Explaining conformance, introduces an element of innovation into
organisational reporting as envisaged by King IV, by providing stakeholders with assurance about the
veracity of the disclosures contained in the internal and external reports of organisations. This
exploratory paper analyses the extent to which South African SOEs have conformed to seven key
combined assurance indicators. The disclosures contained in the publicly available annual/integrated
reports of South African SOEs, listed in Schedule 2 of the Public Finance Management Act (PFMA),
were thematically analysed to fulfil the objective of the study. We found that although the combined
assurance related disclosures suggest high levels of adoption by some SOEs, the majority have not
provided sufficient information to explain how they have applied combined assurance, if at all.
Although their reports appear to provide internal management with some level of assurance about the
extent to which risks have been managed, these reports may not necessarily provide external users with



42

confidence that all material risks have been effectively mitigated, within the organisation’s risk
appetite. This paper discuses implications for policy and practice and concludes by providing avenues
for further research.

Keywords: combined assurance; corporate governance; governing body; King IV; South Africa;
state-owned enterprises (SOES)
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1. Introduction

Observers have attributed the surge in the number of corporate failures, fines and lawsuits, to
inadequate or failed governance, risk and compliance processes (Chikwiri and de la Rosa, 2015; PWC,
2019). Similarly, commentators have suggested that the 2008 global financial crisis was caused by
poor risk management, exacerbated by the failure to timeously discover and mitigate risks due to
ineffective identification or assessment processes (Decaux and Sarens, 2015; Forte and Barac, 2015).
Others opined that boards of directors do not always have access to pertinent risk-related information,
to properly discharge their oversight responsibilities, and that even when they do have access, may be
unable to process the available information (Decaux and Sarens, 2015; KPMG, 2021; Pirson and
Turnbull, 2011). The focus of the monitoring and control function should therefore move away from
assuring the effectiveness of internal controls, to assuring the effectiveness of risk management
processes (Decaux and Sarens, 2015; KPMG, 2021; Shortreed et al., 2012). Internal controls alone are
insufficient, a broader risk management strategy is necessary (Ampri and Adhariani, 2019), since risk
management is integrated with the strategic side of business and is more inclusive than internal controls,
which focus on the operational side of business and may not effectively link with higher objectives
and strategies (Decaux and Sarens, 2015).

Organisational governance therefore tends to improve when boards receive assurance about the
effectiveness of both risk management and internal control systems. The introduction of the combined
assurance model confirms the importance of a robust system of enterprise risk management (ERM)
and attempts to provide the board with a broad range of assurance over an organisation’s activities.
ERM is a process of identifying events that could negatively impact organisational activities, requiring
identified risks to be managed within the organisation’s risk appetite, across all business making ERM
a fundamental and integral component of corporate governance (Forte and Barac, 2015; Prinsloo and
Maroun, 2020). Organisations constantly face new and disruptive challenges, ever-increasing levels of
complexity, regulatory challenges, as well as market instability and unforeseen global events such as
wars, pandemics and climate change (PWC, 2021). Organisations should therefore ensure that their
operations are safeguarded, and that stakeholder confidence is preserved (PWC, 2021).

PWC’s 24" Annual Global CEO Survey for 2021, finds that the main way business leaders regain
stakeholder trust, is by transparently sharing information about how their organisations create value
for their beneficiaries. However, CEOs expressed concern about the spread of organisational
misinformation (PWC, 2021), which historically contributes to low levels of trust. Boards must
therefore adopt a broader and more holistic approach to identifying and managing risk to protect
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stakeholder trust (IloDSA, 2016, 2009; PWC, 2021). One of the tools that has recently emerged to deal
with such a risk management approach, is the combined assurance model.

Not only was the concept of integrated reporting first introduced by the King Report on
Governance for South Africa (King Ill), in 2009, so too was combined assurance (IloDSA, 2009).
Combined assurance is a reporting innovation aimed at integrating and optimising all assurance
services and functions, to facilitate an effective control environment, support the integrity of
information used by management and the governing body for internal decision-making, while
providing assurance about the veracity of the disclosures in external organisational reports (Hoang
and Phang, 2020; 1o0DSA, 2016; Decaux and Sarens, 2015). Combined assurance coordinates and
integrates the diverse assurance services provided by various role-players, responding to increasing
organisational complexity. Combined assurance decreases assurance fatigue, reducing the
duplication of assurance services, improving reporting quality, while also being a tool to assist with
risk management (Decaux and Sarens, 2015; Zhou et al., 2019). The combined assurance model
promotes a shared understanding of risk and control information, enabling the board to confidently
assess whether controls are really addressing critical operational risks, reducing siloed thinking, and
enabling an integrated approach to developing, implementing and maintaining an effective internal
control environment (CGF Research Institute, 2019). Unlike King I11, which required the governing
bodies of organisations to apply the combined assurance model (principle 3.5) (IoDSA, 2009), or to
explain why it has not, in addition to applying its principles, principle 15 of King IV requires
organisations to describe how the various assurance providers have enabled an effective control
environment with reference to combined assurance (IoDSA, 2016). It is important to note that the
various iterations of the King Reports, apply equally to both private and public sector organisations,
and to SOEs in particular. The board of directors, also referred to as the accounting authority, or
those charged with governance, is the governing body of a South African SOE accountable to
Parliament (IloDSA, 2016).

The internal audit function’s unique position within the organisation, arguably perfectly positions
it to coordinate the combined assurance model (Coetzee and Lubbe, 2011; Hoang and Phang, 2020).
Recent corporate governance developments, further underscore the important contribution of internal
audit in this regard (Millichamp and Taylor, 2018). Although internal audit is usually considered a
voluntary governance intervention in most jurisdictions around the world, the Public Finance
Management Act (PFMA), applicable to the South African public sector, makes the provision of an
effective internal audit function, mandatory for all SOEs (South Africa, 1999). Despite being
independent of operations and adopting a risk-based auditing approach, the internal audit activities are
overseen and approved by the audit committee and/or the board, which may be unduly influenced by
management (Keasey and Wright, 1993). Combined assurance assists in reducing the opportunity for
management, the audit committee and/or the board, to influence the activities of the internal audit
function for their benefit (Ampri and Adhariani, 2019; Hoang and Phang, 2020).

Corporate governance has been identified as the most problematic issue facing SOEs
(Okhmatovskiy et al., 2021). Although effective corporate governance may assist to resolve agency
problems, such as information asymmetry (Hussain et al., 2018), the audit committee and accordingly
the board, usually rely on disparate information for effective decision-making. Correctly implemented
combined assurance is not only able to streamline assurance processes, but it also to provide more
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holistic and comprehensive insights into how the organisation is managing its material risks. Engaging
with several assurance providers, as well as receiving appropriate assurances from management,
contribute to the board’s ability to ensure the veracity of organisational reports and disclosures, which
both internal and external stakeholders rely on.

Relatively little is known about the extent to which public sector organisations, have implemented
the combined assurance model for their annual/integrated reports (hereafter, annual reports), with prior
research mainly focusing on private sector enterprises (Decaux and Sarens, 2015; Maroun and Prinsloo,
2020; Prinsloo and Maroun, 2020), resulting in a paucity of research on combined assurance amongst
SOEs. Given that combined assurance is a key principle of King IV, this paper appropriately
investigates the combined assurance disclosures of commercially oriented South African SOEs, an
African Union and Southern African Development Community (SADC) member country.

Our paper makes three main contributions. The first, reflects on the evolution from a ‘comply or
explain’ approach advocated by King Il to King IV’s ‘apply and explain’ approach. The second,
reflects on the extent to which South African SOEs have deployed the combined assurance model.
Finally, we document the implications for policy and practice and provide recommendations to
improve implementation of the combined assurance model.

2. Literature review

Often utilising public resources to provide goods and services on behalf of their respective
governments, obliges SOEs to not only to account to the state, but also to the taxpaying public.
Notwithstanding the state being the notional shareholder of SOEs, given the state’s use of public funds
to finance SOEs, we assert that the public are the real providers of financial capital and accordingly,
the real owners of SOEs, to whom they should account (Ackers and Adebayo, 2022). The issue of
accountability is accordingly more relevant to public sector organisations (Bovens et al., 2014). We
commence the literature review by discussing how combined assurance, could be deployed as a
mechanism to augment corporate governance practices, improve risk management and enhance the
credibility of SOE disclosures. Thereafter, we examine the corporate governance provisions applicable
to South African SOEs, before developing a framework of the indicators SOEs should disclose about
their combined assurance practices.

2.1. South African SOEs

South Africa has more than 700 public enterprises!, categorised as Constitutional Institutions
(Schedule 1), Major Public Enterprises (Schedule 2), and Other Public Entities (Schedule 3), which
is further divided into National Public Entities (Part A), National Government Business Enterprises
(Part B), Provincial Public Entities (Part C) and Provincial Government Business Enterprises (Part
D) (South Africa, 1999). This study is however, confined to the SOEs listed in Schedule 2, mandated
to generate funds to cover their own operational costs and expansion programmes (Thomas, 2012).
This profit-orientation differentiates Schedule 2 SOEs from other PFMA entities. Apart from
Telkom, which is partly state-owned, listed on the Johannesburg Stock Exchange and operates

IAvailable at: https://www.state.gov/reports/2021-investment-climate-statements/south-africa/.
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autonomously, the remaining SOEs operate under the executive authority of various government
departments, such as National Treasury or Public Enterprises.

2.2. Corporate governance in the South African public sector

Governance in the public sector and in particularly in SOEs, usually involves balancing the
conflicting objectives of providing affordable public goods and services, and surplus generation,
despite SOEs often being loss-making and requiring substantial state subsidies (Ebrahim et al., 2014;
Klijn, 2008). Since the primary purpose of SOEs, is arguably to serve the public interest (Mansi et al.,
2017), SOEs often focus their accountability disclosures on how they have addressed their social
mandates (Almquist et al., 2013). Accountability involves being answerable for decisions or actions,
which is a critical component of good governance (Bovens, 2010; Devaney, 2016).

Each South African SOE is governed by a combination of its own enabling legislation, the PFMA
and the Companies Act of 2008, and not by an overarching central Act. The Companies Act stipulates
that the provisions applicable to publicly listed companies, apply equally to SOEs. When conflicts
arise between an individual SOE Act and the Companies Act, the Companies Act prescribes that “(a)
the provisions of both Acts apply concurrently, to the extent that it is possible to apply and comply
with one of the inconsistent provisions without contravening the second; and (b) to the extent that it is
impossible to apply or comply with one of the inconsistent provisions without contravening the second”
(South Africa, 2008, p.38). Other legislation, regulations and frameworks relevant to South African
SOEs include King IV, the Protocol on Corporate Governance in the Public Sector (the Protocol)
(South Africa, 2002), the Treasury Regulations for Departments, Trading Entities, Constitutional
Institutions and Public Entities, issued in terms of the PFMA (South Africa, 2005). Unlike the King
code which covers a broad range of private and public sector organisations, the Protocol provides the
public sector with specific guidance and takes the unique mandate of each SOE into account, including
the need to achieve the state’s socio/politico/economic objectives (South Africa, 2000). Part 5 of the
Protocol addresses governance in public enterprises, including issues such as boards of directors and
financial governance. Part 2, Section 2.1 of the Protocol specifically identifies the King Code as the
main corporate governance, legal and policy framework, applicable to South African SOEs, asserting
that “The purpose of the King Report is to promote the highest standards of corporate governance in
South Africa; the Code of Corporate Practices and Conduct contained in the King Report applies inter
alia, to SOEs and agencies that fall under the PFMA” (South Africa, 2000, p.3). Notwithstanding the
various legislation, regulations, frameworks, protocols and guidelines, the application of the King 1V
principles is not mandatory for South African SOEs, but arguably remains a voluntary governance
intervention. Although the PFMA does not explicitly list or categorise South African SOEs as SOEs,
some SOEs are included under Schedule 2 (Major Public Entities), with others under Schedule 3B
(National Government Business Enterprises) (South Africa, 1999).

The Public Audit Act (South Africa, 2004) provides the Auditor-General of South Africa (AGSA)
with a mandate to perform regularity audits over South African public sector organisations, including
SOEs (Nzewi and Musokeru, 2014; South Africa, 2004). Unlike external auditors in the private sector,
the Public Audit Act provides public sector auditors with an expanded mandate to not only provide an
audit opinion on the extent to which the annual financial statements are fairly presented in all material
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respects, but also on the extent of compliance with applicable legislation and regulations, as well as on
their performance against predetermined objectives (South Africa, 2004, p.23). However, the Public
Audit Act and King IV, allows the AGSA to either audit the SOEs, or permits the audit committees of
SOEs to nominate third party external auditors to fulfil this role (IoDSA, 2016).

2.3. Combined assurance

Combined assurance assists to ensure that material organisational risks are effectively and
efficiently managed, optimally integrating various assurance processes and providers (Decaux and
Sarens, 2015; Donkor et al., 2021). Unlike assurance models that deal with single reports in an insular
manner, such as financial statements or sustainability reports, the need for a combined assurance model
IS necessitated by increasing organisational complexity, requiring a diversity of both internal and
external assurance role-players (Donkor et al., 2021). Assurance in this regard, is therefore more than
the opinion by an independent assuror on the financial statements, or on selected disclosures in
sustainability or integrated reports (Maroun, 2019).

Combined assurance, shared between a range of internal and external assurance providers,
enables a holistic overview of the entire assurance process (Engelbrecht and Deegan, 2010). It
promotes a shared understanding of risk and control information, improving the board’s ability to
competently assess the extent to which internal controls address critical business risks, reducing
organisational siloed thinking, and enabling an integrated approach to developing an effective
control environment (CGF Research Institute, 2019). The emphasis on ensuring effective risk
management, expands the orientation of internal audit from merely being compliance-based, to
adopting a risk-based approach as expounded by King IV (IoDSA, 2016). Combined assurance is
therefore more than simply obtaining assurance from independent third-party experts, and should be
part of a broader ERM strategy, which address various types of systems, processes, controls and
professional services, upon which the board relies to effectively discharge its fiduciary duties. As
such, combined assurance serves a dual purpose: first, as a risk management tool; and second, as an
assurance tool (Simnett et al., 2016). Combined assurance, accordingly, provides a contemporary
cost-effective assurance framework, which enhances the quality and credibility of information
relating to the organisation (Zhou et al., 2019).

Integrating and aligning assurance processes, optimises oversight over organisational risk
management, corporate governance and control efficiencies, while optimising overall assurance
received by the audit and risk committee, within the organisation’s risk appetite, is a key benefit of an
effective combined assurance model (Engelbrecht and Deegan, 2010). In this regard, Hoang and Phang
(2020) found that communicating combined assurance assisted in restoring the confidence of investors
about the reliability of reported information, increasing their willingness to invest. A combined
assurance approach enhances the reliability of existing information (de Villiers, et al., 2017), with the
combined assurance model influencing the accuracy of analyst forecasts, thereby reducing information
risk (Zhou et al., 2016). However, although combined assurance does enhance the reliability of existing
information, it does not add new information, which analysts can use for more accurate forecasts. The
ability of combined assurance to provide an appreciable level of assurance therefore depends on the
effectiveness of the combined assurance model and how innovatively management describes how
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combined assurance has been used (Deloitte, 2016). Organisations have and increasingly continue
developing integrated audits to ensure that the combined assurance model comprehensively covers the
entire business (Sierra-Garc & et al., 2015; Rivera-Arrubla et al., 2017). Combined assurance may
therefore be considered a proxy of quality that could impact the presentation quality and disclosures
of annual reports.

As discussed earlier, King Il principle 3.5 first introduced the combined assurance model, to
coordinate all assurance activities and to overcome the information asymmetry arising from the
agency problem (Ackers, 2017; BDO, 2017). King Il identifies the organisation’s audit committee
as the body responsible for monitoring the combined assurance model and ensuring that material
risks have been identified and are being appropriately mitigated, within the organisation’s risk
appetite. Although King 11l suggests that that the activities of the internal and external auditors
should be coordinated to optimise assurance, it identifies the primary assurance role-players as
including internal audit, risk management, quality assurers, environmental and occupational health
and safety auditors, external audit, other external assurance providers and management (IoDSA,
2009). These assurance role-players were colloquially referred to as the ‘three lines of defence’
depicted in Figure 1 below, with management, internal assurors (such as internal audit) and external
assurors (such as external audit), each providing the audit committee and/or the board, with
assurance relating to different risks (Sarens et al., 2012).

Management

External assurance
providers

Internal assurance

providers

< Combined assurance >
< Organisational risk areas >

Figure 1. Combined assurance model (adapted from King I11 (IoDSA, 2009, p.62)).

The manner in which combined assurance has evolved since first being introduced in King Ill, is
reflected in the comprehensive way that King IV principle 15, requires the governing body to “ensure
that assurance services and functions enable an effective control environment, and that these support
the integrity of information for internal decision-making and the organisation’s external reports”,
when compared to the narrower view reflected in King I11 principle 3.5, requiring the audit committee
to “ensure that a combined assurance model is applied to provide a coordinated approach to all
assurance activities”. King 1V further expands the concept of combined assurance by promoting a
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more inclusive approach and positioning combined assurance as a model that consolidates and
enhances all assurance services and functions, enabling an effective control environment and
improving the integrity of information used for internal decision-making by management, the
governing body and its committees while supporting the integrity of the organisations’ external reports
(Hoang and Phang, 2020; IoDSA, 2016; Decaux and Sarens, 2015). As illustrated in Figure 2 below,
King 11I’s ‘three lines of defence’ have evolved into King IV’s “five lines of assurance’, which now
include (i) line functions that own and manage risk, (ii) specialist functions that oversee risk
management and compliance, (iii) internal assurance providers, such as internal auditors and forensic
accountants, (iv) external assurance providers, such as external auditors, and (v) other external
assurance providers, such as sustainability auditors and external actuaries, and arguably also regulatory
inspectors (Botes et al., 2020; IoDSA, 2016, p.68).

Specialist functions 2" Jine of
that facilitate and assurance Internal assurance
oversee risk and providers
opportunity
3" line of
v assurance v
i—)
External assurance Govoin: .body s
4% Jine of committees

providers
assurance

5t line of

assurance

Figure 2. Combined assurance model based on King IV (adapted from Distribution and
Warehousing Network Ltd, 2018, p.34).

As illustrated in Figure 2 above, combined assurance harnesses the work of different types of
assurance providers and the various types of assurances, while including relevant external regulators
able to provide assurance on different aspects of organisational activities. In addition to independent
third-party assurance providers, these external assurance providers, for example, include standards
bureaux as well as health and safety bodies for manufacturing firms, civil aviation authorities for
airlines and communications regulatory authorities for telecommunication firms. The combined
assurance model introduces the concept of horizontal and vertical relationships relating to the depth
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and reach of the assurance providers, requiring coordination of assurance activities to enable the matrix
of assurance providers to support the development of an effective control environment and ensure the
integrity of reports. The five lines of assurance illustrated in Figure 2 above, are separated by the level
of risk, ownership as well as the level of independence of assurance provider (Deloitte, 2016). The
specific goal of combined assurance, as documented in King IV, is assisting the board assess the
adequacy and effectiveness of the internal control environment, as well as the integrity of the
information used for reporting and decision-making (Deloitte, 2016). As such, combined assurance
provides assurance about the reliability of external stakeholder reporting, such as the annual reports,
while remaining focused on the internal risk and control components (Hoang and Phang, 2020).
Audit committees and/or boards have a fiduciary responsibility to provide effective oversight over
the combined assurance process, ensuring that the information contained in external reports are reliable.
Whereas financial statement audits are usually mandatory in most jurisdictions, combined assurance
remains a voluntary governance intervention covering unregulated reporting practices, such as
integrated reporting. It is therefore imperative for the audit committee and/or board to consider whether
the process or data will be assured, to determine the boundaries of such assurance, the level of assurance,
the criteria against which the assurance will be evaluated, as well as assurance over future-orientated
information. King IV specifically requires organisations to disclose and describe the nature of the
assurance work performed, as well as the assurance conclusion (Deloitte, 2016; loDSA, 2016).

2.4. Contents of a typical annual report section on combined assurance

King IV does not specify what the contents of organisational reports should include in relation to
combined assurance. However, the ‘apply and explain’ approach advocated by King IV, not only
requires South African organisations to implement combined assurance, but more importantly, to
describe how the combined assurance model has been applied, increasing transparency (I0DSA, 2016;
Prinsloo and Maroun, 2020; PWC, 2019). The combined assurance section of the annual report should
at least cover seven areas identified in the literature (see especially Prinsloo and Maroun, 2020; PWC,
2019; Decaux and Sarens, 2015), as well as from King IV (IoDSA, 2016). These include: (i) assurance
strategy, (ii) assurance mapping, (iii) diagrammatic modelling, (iv) combined assurance forum, (v)
assurance provided in the report, (vi) combined assurance report and (vii) audit committee review on
effectiveness of combined assurance. These indicators discussed below should be disclosed in the
annual report, and constitute the elements of the specifically developed combined assurance
conformance reporting quality (CACRQ) index, reflected in Appendix Table Al.

24.1. Assurance strategy

The efficacy of the combined assurance model rests on the effectiveness of the organisation’s
risk management processes. The first step in implementing combined assurance, is therefore
compiling a comprehensive assurance strategy to address the material risks facing the organisation.
Combined assurance requires the board to actively consider the assurance it receives on the
identified risks to which the organisation is exposed, focusing on how assurance is achieved and
reported (PWC, 2009). To ensure that assurance efforts focus on the significant risks, requires high
level agreement on the material risks (Decaux and Sarens, 2015). The effectiveness of the combined
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assurance model to address the identified risks, therefore depends on comprehensively documenting
and mapping the risk universe, enabling the effective coordination of the assurance provided by the
various lines of assurance.

2.4.2.  Assurance mapping

Implementing the combined assurance model requires all assurance providers to be identified and
mapped, according to their respective contributions to the lines of assurance (Ilo0DSA, 2016; Decaux and
Sarens, 2015). It is imperative to provide a clear accountability model that addresses the organisation’s
significant risks (Decaux and Sarens, 2015). As more assurance providers emerge, a comprehensive
mapping process provides an integrated view of the various assurance processes and providers, ensuring
that the participants in each line of assurance, are aware of their respective responsibilities.

2.4.3. Diagrammatic modelling

The next step involves diagrammatically illustrating the combined assurance model. Graphically
providing pertinent information about both the process and the role-players, improves the ability of
report users to understand who is doing what (Decaux and Sarens, 2015). The importance of
diagrammatically modelling the combined assurance process, was illustrated by Nkonki? in their SOE
Integrated Reporting Awards for 2016, noting that the judges were particularly impressed at how
ESKOM had innovatively “included a very good graphic of the combined assurance model with the
lines of defence” in their 2015 integrated report (Nkonki, 2016, p.17), depicted in Figure 3, below.

Line management is

Assurance over the adequacy of
operational risk management, effective
adherence to control processes and
delivery against business operational
sustainability objectives

Operations management and
specialised review functions

Development and maintenance of internal control
frameworks and policies, review of suitability and
monitoring application

Specialised control functions

responsible for managing
risk and performance

Owersight by Group
Executives

Risk, resilience and
compliance management

Assurance over the implementation of risk, resilience and
compliance management policies and processes

Assurance over the adequacy and effectiveness of the network of risk
management, control and governance processes, including key financial

Internal audit
controls as represented by management

Management is
supported in executing
its duties; provides a
layer of control over risk
management

Oversight by Exco, ARC
and SESC

Independent reasonable assurance that the financial statements are free from
External material misstatement and are prepared, in all material respects, in accordance
audit with IFRS. Provides business insights on internal financial controls and financial

reporting

Independent of
management

Final oversight by ARC

(@)
[o]
3
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3
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o
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Figure 3. ESKOM’s combined assurance model (ESKOM Integrated report, 2015, p.109).

2A South African firm of external auditors at the time.
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24.4. Combined assurance forum

The key to implementing combined assurance is the establishment of combined assurance forums
to implement and embed the combined assurance framework principles (Chikwiri and de la Rosa,
2015). Thus, establishing a new governance committee (combined assurance forum) should assist in
ensuring that various aspects of the combined assurance process have been effectively implemented.
Decaux and Sarens (2015) note that such forums ensure that organisations receive the right amount of
assurance over the correct areas, from appropriate assurance providers, with the most relevant expertise
and skills, as cost effectively as possible. Forums permit participants to assess various aspects of
combined assurance, such as the views of assurance providers, the planned assurance activities, the
assurance activities covered, as well as emerging areas of concern. In this regard, as previously
submitted, the internal audit function is ideally positioned to coordinate the combined assurance model
and accordingly the forum (Coetzee and Lubbe, 2011; Hoang and Phang, 2020). Decaux and Sarens
(2015) contend that forums permit organisations to:

*  Report combined assurance activities to the audit committee, providing the board and other

stakeholders with assurance that an appropriate combined assurance process exists;

*  Define a framework and consistent reporting requirements for combined assurance, as well

as the taxonomy to be used;

e Communicate combined assurance activities and impacts to the stakeholders;

*  Provide guidance and direction regarding combined assurance activities; and,

* Escalate to those charged with governance, when combined assurance activities are not

progressing as intended.

2.4.5.  Assurance provided in the report

Since it is not mandatory for all annual report disclosures to be independently assured,
organisations should identify the components that have been subject to some type of assurance, thereby
assisting report users understand which disclosures have been assured (IloDSA, 2016, 2009). This
assurance should be provided as an affirmative statement and described in the combined assurance
report section of the annual report.

2.4.6.  Combined assurance report

Since the provision of combined assurance is a specific King IV requirement, South African
organisations, including SOEs, should not only disclose the adoption of combined assurance, but also
explain how the combined assurance model has been implemented. King IV enhances accountability
by requiring organisations to disclose sufficient relevant information, allowing report users understand
exactly what has been assured and by whom. The annual report should therefore include a section
clearly demarcated as a combined assurance report.

2.4.7. Audit Committee review on effectiveness of combined assurance

The combination of fiduciary responsibilities, strategic role and oversight function of the governing
body, makes it the appropriate custodian of the combined assurance model. King IV requires the
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governing body, or the audit committee on its behalf, to establish and oversee the implementation of the
combined assurance model, ensuring that all assurance activities are effectively coordinated and that all
significant risks are adequately addressed (Deloitte, 2016). As illustrated in Figure 2, since the governing
body and its committees represent the fifth or final line of assurance, it is appropriate for them to have
the final say on how the combined assurance model will be implemented and the process mapped. The
specific tasks include, providing oversight to ensure that the following objectives are achieved:

1. Enabling an effective internal control environment;

2. Supporting the integrity of information used for internal decision-making by management,

the governing body and its committees; and,

3. Supporting the integrity of external reports.

3. Methodology

The empirical component of this study included a thematic content analysis of archival documents,
guided by the approach exemplified by Thomas (2012). Using the CACRQ index specifically
developed for this study, the first phase thematically analysed the extent to which purposively selected
South African SOEs disclosed their combined assurance practices in publicly available annual reports.
For the purpose of this paper, annual reports include integrated reports. In the second phase, the annual
reports were scrutinised to establish how innovatively SOEs disclosed their combined assurance
practices, especially since the King IV apply and explain principle, advocates an innovative approach
to corporate governance. Investigating the combined assurance disclosures of South African SOEs,
provides important insights into how effective implementation of the combined assurance model could
assist organisations ensure that both internal and external stakeholders are provided with accurate,
complete and reliable reports, thereby improving external report credibility.

3.1. Population

This study investigates the disclosed combined assurance practices of SOEs in South Africa.
Although South Africa has approximately 700 SOEs (USA, 2021), the purposively selected sample
for this study is confined to the 21 Major Public Entities (SOES) listed in Schedule 2 of the PFMA
(South Africa, 1999), based on their size, national importance and the expectation that they should
fund their own operational costs and expansion programmes. The perception that South Africa has
strong corporate governance practices, including leadership in combined assurance (Atkins et al., 2015;
Zhou et al., 2019), makes it a suitable country to investigate the disclosure of combined assurance practices
by SOEs. Despite increased topicality, combined assurance has been part of South African corporate
governance practices since 2002 (Maroun and Prinsloo, 2020). It has since become an embedded
practice amongst many private and public sector organisations in South Africa, and is widely
acknowledged as a credible mechanism to ensure the integrity of organisational reporting (IoDSA,
2016, 2009). Consequently, South Africa offers a mature assurance environment for studying
variations in combined assurance models (Zhou et al., 2019).
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3.2. Content analysis of annual reports

The content analysis used a purposively developed index of CACRQ indicators (disclosed in
Appendix Table Al), to identify the SOEs whose annual reports referenced their combined assurance
practices, and the extent thereof, as well as how the index allowed for comparability and cross-
indicator analysis (Miles and Huberman, 1994). We obtained secondary data from the most recent
annual reports of the 21 South African SOEs, publicly available on their institutional websites.
However, our search revealed that the most recent annual reports of the South African SOEs related to
2021/2022, 2020/2021 or even 2019/2020, with the most recent reports of South African Airways and
South African Express being for 2016/2017, caused by serious failures in financial governance (Daily
Maverick, 2019). Therefore, to meaningfully compare the combined assurance disclosures of the
various SOEs across the same reporting period, we only used the reports for the 2019/2020 year (even
when they were not the most recent), and excluded the reports of South African Airways and South
African Express, reducing the study sample to 19 SOEs. Of these 19 SOEs, six prepared annual reports
(31.6%) and thirteen SOEs prepared integrated reports (68.4%), as reflected in Appendix Table A2. It
is noteworthy that all four SOEs achieving perfect CACRQ index scores (reflected in Appendix Table
AZ2) prepared integrated reports.

Important themes relating to the disclosure of combined assurance practices were identified
through thematic analysis (Daly et al., 1997). These themes are posteriori indicators based on the
review of scholarly literature, corporate governance codes, internal organisational documents, as well
as documents from professional accounting bodies and firms. The data emerging from the content
analysis of the SOE annual reports, were analysed using scores calculated using the CACRQ index,
based on whether the predetermined combined assurance reporting indicators were disclosed (Gerged
et al., 2018). The semantic content analysis coding was based on the perceived meaning of the textual
narrative, or diagrams, and not simply on the occurrence of specific words, or images (Liu et al., 2019).
Similar studies using content analysis have either used disclosure indices (Abhishek and Divyashree,
2019; Chariri, 2019; Kilicand Kuzey, 2018; Liu et al., 2019; Nakib and Dey, 2018; Rivera-Arrubla,
et al., 2017), or scoring systems (Eccles et al., 2019; Ghani et al., 2018; Pistoni et al., 2018; Ruiz-
Lozano and Tirado-Valencia, 2016).

To meaningfully interpret these SOE annual report disclosures within the context of the combined
assurance framework, ordinal measures are used to categorise the SOE’s CACRQ scores, reflected in
Table 1, based on the following two-point scale.

1. no relevant disclosures.

2. relevant disclosures.
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Table 1. Combined assurance conformance reporting quality rating indicators.

SN Rating categories

Assurance strategy

Assurance mapping

Diagrammatic modelling

Combined assurance forum

Assurance provided in the report

Combined assurance report

Audit committee reviews the effectiveness of combined assurance

~N o ol B W N B

A two-point rather than a three- or four-point scale was adopted to limit researcher bias by using
binary classification, simply based on whether the identified category has been disclosed. The
purposively developed rating system and disclosure indicators, identifies the seven core categories
(identified in Table 1 and described in Appendix Table Al), that should be reflected relating to
combined assurance. The raw scores used to calculate the disclosure index, is based on a scores of
one (1) representing no relevant disclosures, or non-reporting on the underlying category, and two
(2) indicating disclosure of the category. Thus, the maximum cumulative score for the seven CACRQ
indicators is 14 points. Similarly, the optimal score for each individual SOE is 14 points. To limit
research subjectivity, quality elements were treated as having equal importance (Prinsloo and
Maroun, 2020). The equation below is used to establish the cumulative mean value of the CACRQ,
indicating that scores tending towards two (2) implies better SOE adherence with the combined
assurance principles:

CACRQ = (STRATEGY + MAPPING + MODELLING + FORUM + PROVISION (1)
+ REPORT + AUDIT COMM.REVIEW)/7

3.3. Research control

Researcher bias may occur in qualitative research generally, and in archival analysis in particular
(Mackieson et al., 2018). Thus, purposive and not convenience sampling, was used to minimise
selection bias (Smith and Noble, 2014), with the selection process being described. Further, to
minimise analysis bias (Smith and Noble, 2014), some order was imposed on the data by developing
a rating scale to ensure a systematic and rigorous analysis of the unstructured data used in this study
(Mackieson et al., 2018). An applied thematic approach (Guest et al., 2012) (ATA) was used to limit
researcher bias (Mackieson et al., 2018). The ATA framework was specifically developed to provide
a purposeful and systematic approach to qualitative research and for planning and preparing text-based
qualitative analysis. To further reduce bias, the analysis was undertaken in three distinct phases,
informed by insights from Mackieson et al. (2018) and Guest et al. (2012). In the first phase, the rating
tool was developed in line with similar previous studies and observations by credible professional
bodies. In the second phase, each of the two researchers on the project, independently analysed the
reports of the sampled SOE reports using the CACRQ rating tool. Finally, in the third phase, the results
were compared and deliberated in depth on a few minor discrepancies found, before consensus was
reached and conclusions drawn.
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4. Analysis and interpretation of results

The study observations provide a general overview of the state of combined assurance amongst
the SOEs included in the study, before reflecting on each of the seven indicators, both at a cumulative
level, as well as by each included SOE.

4.1. SOE combined assurance reporting

The CACRQ index scores depicted in Table 2, ranging from a perfect mean score of 2.0, in terms
of which all SOEs mapped their risks and described their combined assurance strategy, to the lowest
mean score of 1.26 for diagrammatically modelling the combined assurance process, reveal
inconsistent SOE conformance with the CACRQ indicators. It is however, acknowledged that mapping
the risks and disclosing the assurance strategy, does not necessarily translate into conformance with
the combined assurance principles. Although all the SOEs reported their risks and strategies, not all
formally adopted the combined assurance model (see for example, Independent Development Trust,
South African Airways and South African Express).

Table 2. Statistical representation of SOE conformance with the combined assurance indicators.

Assurance Assurance Diagrammatic Combined  Assurance  Combined  Audit
Strategy ~ Mapping  Modelling Assurance  Provided in  Assurance  Committee

Forum the Report  Report review
N Valid 19 19 19 19 19 19 19
Missing 2 2 2 2 2 2 2
Mean 2.0 1.42 1.26 1.37 1.89 1.42 1.47
Minimum 2 1 1 1 1 1 1
Maximum 2 2 2 2 2 2 2

It may be argued that the 100% conformance of SOEs disclosing their combined assurance
strategies, suggests that risk management may already have been an integral SOE reporting practice
(Maroun and Prinsloo, 2020; Chikwiri and de la Rosa, 2015; Decaux and Sarens, 2015), before King
111 (loDSA, 2009) formally introduced of combined assurance. By contrast to the optimal assurance
strategy disclosure score (u=2.00), the lowest disclosure score achieved was for diagrammatically
modelling the combined assurance process (u=1.26). Although this aspect is not mandatory,
graphically depicting it in a report reflects innovative combined assurance reporting (Nkonki, 2016),
providing users with an overview of the combined assurance approach adopted.

Table 3. SOE conformance with the combined assurance reporting conformance indicators.

Assurance  Assurance Diagrammatic Combined  Assurance Combined  Audit

Strategy Mapping  Modelling Assurance  Provided in Assurance Committee
Forum the Report Report review
Relevant 19 8 5 7 17 8 9
disclosure by
SOEs
% of Relevant 100% 42% 26% 37% 89% 42% 47%
disclosures
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4.1.1.  Combined assurance strategy

Developing an appropriate assurance strategy requires organisations to first identify the
significant risks that could prevent the achievement of objectives. ERM is therefore about articulating
the universe of risks that should be assured through a comprehensive combined assurance programme
(Chikwiri and de la Rosa, 2015; Forte and Barac, 2015). It is accordingly unsurprising that SOEs
conformed better in respect of identifying their risks and disclosing their assurance strategies (u=2),
than in respect of the other five indicators. Further analysis reveals that in addition to having audit
committees, some SOEs also have enterprise risk committees charged with assessing and managing
risks, while others have consolidated these into a single committee. In this regard, in addition to a
Board Audit Committee, the Industrial Development Corporation also has a Board Risk and
Sustainability Committee (Industrial Development Corporation, Integrated Report, 2020). Similarly,
Telkom also has a Risk Committee in addition to its Audit Committee (Telkom, Integrated Report,
2020). In essence, all SOEs appear to have adequate risk assessment practices and assurance strategies.

4.1.2.  Combined assurance mapping

Since assurance mapping provides a comprehensive overview of the assurance provided by all
internal and external assurance providers, it may be argued that mapping may be the most important
component of combined assurance disclosure (Deloitte, 2016; Io0DSA, 2016). Nevertheless, Table 2
reveals that most SOEs do not really disclose this indicator (u=1.42). Further analysis, illustrated in
Table 3, shows that only eight SOEs (42%) disclosed this indicator. The 2020 Integrated Report of
DENEL (p.94) compellingly describes assurance mapping as:

“Assurance is provided through management self-assessments, observations, risk management,
internal audit, external audit, the Parliamentary Portfolio Committee, as well as various external bodies.
External bodies involved in Denel include the National Key Point Secretariat, National Conventional
Arms Inspections and Audit Directorate, Armscor, the South African Bureau of Standards, Dekra,
Bureau Veritas, OEMs and the South African National Accreditation System. Internal Audit conducts a
risk-based assessment of the control environment, and management assurance covers all critical
business processes and their performance. Internal audit completes its assurance processes based on
the approved audit plan designed for Denel ’s risk profile. External Audit follows a specific audit scope
approved by the Audit Committee and places reliance on internal audit work, as and where appropriate”.

In addition to assisting DENEL streamline its operations by engaging both internal and external
experts, disclosing this information in their publicly available integrated report appears to confirm
DENEL’s desire to continuously improve its combined assurance processes and enhance the
understanding of report users about how assurance is provided over the veracity of the disclosures,
highlighting the importance of the combined assurance model to both shareholders and stakeholders
(Hoang and Phang, 2020; Prinsloo and Maroun, 2020; IoDSA, 2016, 2009).

4.1.3. Diagrammatic modelling combined assurance

Diagrammatically modelling the combined assurance process, reveals how concisely
organisations have implemented combined assurance and how innovatively their combined assurance
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practices have been disclosed. However, Table 2 identifies this indicator as having the lowest
cumulative mean score (u=1.26) of the seven indicators. Table 3 shows that only five of the SOEs
(26%), diagrammatically modelled their combined assurance process, albeit not always in sufficient
detail. It is submitted that this may be attributed to King IV not diagrammatically representing the
five lines of assurance (IoDSA, 2016), unlike King 111 where the (previous) three lines of defence
were graphically illustrated. The ambiguity resulting from the inconsistent requirements of King IlI
and King IV, may also have contributed to the poor conformance, as evidenced by Telkom’s
diagrammatic modelling of its combined assurance process (depicted in Figure 4), still being based
on the three lines of defence presented in King Ill, and not on King IV’s five lines of assurance
encapsulated by ESKOM (reflected in Figure 5). Although Telkom should be commended for its
diagrammatic presentation, it should be noted that not only is their model based on the outdated three
lines of defence, but it also fails to disclose pertinent information required to comprehensively
illustrate its combined assurance process.

Board/audit and
risk committees

Group exco

Governance

g M t ] ; g :
v 2 anagemen v 2 Risk management o g Assurance:
c o controls S o X =2 Internal audit
=% w Compliance S | .
T o Internal control B g Oversiah ST External audit
oS measures Ny versight (o= Other

Monitoring

Figure 4. Combined assurance diagrammatic modelling (Telkom Integrated Report, 2020, p.103).

Interestingly, by comparison, reflecting the evolutionary nature of the quest to constantly improve
the quality of the accountability mechanisms and disclosures of organisations, it should be noted that
whereas the combined assurance model of ESKOM lauded by Nkonki in 2016 (illustrated in Figure3),
was based on the ‘three lines of defence’ advocated by King 111, by 2020, ESKOM had refined their
combined assurance model to incorporate the “five lines of assurance’ promoted by King IV (depicted
in Figure 5 below). ESKOM?’s revised combined assurance model now includes assurance provided
by the (1) oversight bodies (including the board and audit committee), (2) assurance providers
(including both internal and external auditors), (3) functional management (including those responsible
for specialist control functions, and those responsible for management of risk, resilience and
compliance), (4) operational management (including those responsible for management and review
functions), and (5) those responsible for operational execution and provision of supervisory oversight.
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Board and ARC

Considers the myriad of control deficiencies, risk and realities affecting the organisation, and then provides guidance
r&Ar% on how to address these in order to ensure performance, business health and sustainability

External audit Internal audit

= Independent reasonable assurance that the annual financial Assurance over the adequacy and effectiveness of the
|E| statements and integrated report are free from material network of risk management, internal control and governance
misstatement and are prepared, in all material respects, in processes, including key financial controls as represented
accordance with IFRS and King IV™. Provides business by management

insights on internal financial controls and financial reporting

Specialised control functions Risk, resilience and compliance management
Development and maintenance of internal control Assurance over the implementation of risk and resilience as
frameworks and policies, as well as reviewing their well as compliance management practices and processes

suitability and monitoring their application

Operations management and specialised review functions

000  Assurance over the adequacy of operational risk management, effective adherence to internal control processes and delivery
against operational and sustainability objectives

Operations execution and supervisory oversight

Supervisors and managers ensure the implementation of internal controls and risk management processes to ensure a
high-performing and sustainable operating environment

Figure 5. ESKOM’s revised combined assurance model (ESKOM Integrated report, 2020, p.28).
4.1.4.  Combined assurance forum

Table 2 reveals that SOEs appear to implement combined assurance differently (u=1.37). The
majority of SOEs (n=12), representing 63%, did not report on establishing a separate committee to
oversee the adoption and implementation of the combined assurance model. Instead, some SOEs
assigned the responsibility for implementation directly to the audit committee, whereas others
established forums. Our results indicate that five of the seven SOEs that achieved maximum
cumulative mean scores (u=2) (reflected in Table 4), established a sub-committee (forum) with a
specific mandate to address combined assurance matters. This appears to imply that establishing a
special forum to deal with combined assurance is more likely to result in better adoption and reporting
of the combined assurance.

4.15.  Disclosing assurance provided

Table 2 shows that the majority of SOEs disclosed that some assurance was provided over some
aspect(s) of the disclosures presented in the reports (u=1.89). As reflected in Table 3, 17 of the SOEs
(89%) disclosed that their reports were subjected to some form of assurance process. King 1V, the
Companies Act, as well as the incorporating legislation of the respective SOEs, require South African
publicly-listed companies and SOEs to disclose how they have applied the combined assurance model
and to identify which aspects of their reports have been independently and fully assured (IloDSA, 2016;
2009). Although this is a fundamental regulatory requirement with which all SOEs were expected to
comply, not all did. For example, neither the Independent Development Trust, nor Transnet appear to
have adopted the combined assurance model.
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4.1.6.  Combined assurance report

The requirement for reports of organisations in South Africa, including SOEs, to indicate that it
has been independently and fully assured, coupled with the King IV requirement that organisations
should explain how they have applied combined assurance, implies that including a combined assurance
report provides veracity to the underlying annual report disclosures. The low mean score achieved for
this indicator (u=1.42), results from only eight SOEs (42%) appearing to recognise the importance of
having a separate section dealing with combined assurance, although no SOEs actually referred to it as
a report. Five of the eight conforming SOEs that provided a separate section dealing with combined
assurance, achieved the maximum mean score (u=2) relating to their performance across the seven
indicators (as seen in Table 4). It remains disconcerting that none of the combined assurance models of
any of the SOEs appear to have sufficiently matured to convince both internal and external stakeholders
that the combined assurance model has been properly applied, improving the integrity of the
information used for internal operations or to ensure the veracity of external reporting.

4.1.7. Audit committee review of combined assurance

The combined assurance report should describe how the audit committee monitored the
relationship between the external assurance providers and the organisation, as well as how it has
ensured that the combined assurance model addresses all the material risks facing the organisation, or
to at least provide a review statement on combined assurance. Although no SOEs adhered with the
former, the observed mean score for this indicator (u=1.47) suggests that the audit committees of
several SOEs did provide some type of review of the combined assurance process, albeit not in
sufficient detail. In total only nine SOEs (47%) addressed this indicator. However, these disclosures
are not what was envisaged for review statements, as illustrated by ESKOM’s Audit and Risk
Committee (ARC) revealing that:

“ARC has concluded that the systems and processes of risk management and compliance are
adequate, although the effectiveness and application thereof need to be improved. Internal financial
controls are considered adequate for Eskom’s financial records to be relied upon, and for the
preparation of reliable financial statements. Furthermore, ARC is satisfied that A&F is operated
effectively and that Eskom has access to adequate resources, facilities and support from Government
to be able to continue its operations as a going concern for the foreseeable future. ARC is satisfied
with the quality of the external audit as well as the independence and objectivity of the external
auditors” (ESKOM Integrated Report, 2020, p.28).

The main difference between the statement by ESKOM and the other eight SOEs, is that only
ESKOM presented the statement in a separate combined assurance section. Furthermore, with
reference to the other six indicators, it is self-evident that the above review statement itself, falls short
of what such a report should entail.

4.2. Adoption of combined assurance by individual SOEs

As illustrated in Table 4, the cumulative mean scores for the seven indicators, shows that four
SOEs (19%) achieved maximum scores (u=2) across the seven indicators. This observation suggests
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that SOEs have not really conformed to the requirements of the combined assurance model. The lowest
mean score (u=1.14) was also achieved by four SOEs, with the highest modal score (u=1.29) by five
SOEs (24%) and the lowest modal score (u=1.86) by one SOE (5%). Cumulatively, the scores of more
SOEs (13), representing 62%, tend toward the minimum than the maximum, pointing to significant
room for improvement by SOEs, on how they report on their combined assurance practices.

Table 4. Individual SOE conformance with combined assurance practices.

Cumulative  2.00 1.86 1.71 1.43 1.29 1.14
mean
Sampled Broadband ESKOM  DENEL Alexkor Air Traffic and Independent
SOEs Infrastructure Navigation Development
Company Services Trust
Industrial Development ~ Armaments Airports Transnet
Development Bank Corporation Company
Corporation
Land and Trans-Caledon  Central South African
Agricultural Tunnel Energy Fund Broadcasting
Bank Authority Corporation
Telkom South African  South African
Forestry Nuclear Energy
Company Corporation
South African
Post Office

5. Implications for policy and practice

Typically utilising public funds in the form of taxpayers’ monies, elevates the need for SOEs to
account to the public, resulting in the accountability expectations tending to be greater in the public
sector than the private sector (Ackers and Adebayo, 2022; Bovens et al., 2014). SOEs should therefore
timeously provide the public with complete and credible information about how efficiently, effectively
and economically, they have deployed taxpayers’ funds to deliver on their respective mandates. As
argued by Abishek and Divyashree (2019), since annual reports represent a useful tool for tracking
organisational activities and processes, organisations should present credible and comprehensive
reports, enabling stakeholders to effectively assess how they have discharged their accountability
obligations. Using the indicators in this study to assess SOE adherence to the combined assurance
principles, will directly benefit those working in, or advising public sector organisations, such as SOEs.
This will enhance their understanding of how SOEs, listed in Schedule 2 of the PFMA, have discharged
their accountability obligations. Despite overall low levels of conformance with the CACRQ, a few
SOEs had high conformance levels. The combined assurance practices of these high conforming SOEs,
could be used to guide lesser conforming SOEs improve their combined assurance practices,
improving the confidence of stakeholders about the veracity of their disclosures. The observations
emerging from this study, have important implications for management in public sector organisations
around the world, to consider where SOE reporting practices are not prescribed. It shows that the
combined assurance model places a premium on innovation and creativity in organisational reporting.
This paper also offers important insights into the intricate interrelationships required to create effective
governance and accountability structures, by meaningfully integrating the knowledge and expertise of
various internal and external assurance providers, to achieve organisational objectives. Despite this
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study focusing on SOEs, it is expected that the observations would be of value to those governing,
working in, or engaging with public sector organisations and SOEs, as well as in other sectors and
organisations around the world.

6. Conclusions and further research

An annual report that simply states that a combined assurance approach has been adopted, does
not in itself provide users of an organisation’s reports with confidence that they have taken due care
in their business operations, especially in relation to ensuring that all material risks are adequately
mitigated, which ultimately, is the core tenet of combined assurance, while simultaneously
improving the integrity of such reports. Hence, by fully disclosing in the annual report how the
combined assurance model was applied, underpins the essence of a governance framework and
demonstrates the board’s commitment to ensuring good corporate governance (CGF Research
Institute, 2019). Although demonstrating conformance with the governance principles implicit in the
combined assurance model, provides stakeholders with a good understanding of how the principles
of combined assurance have been applied, organisations should at a minimum, disclose the following
information in the annual report:

«  the process by which an organisation has managed risk (assurance strategy, mapping); and

- information about how the organisation has implemented its combined assurance model,

including details about the overall assurance measures, providers and reports obtained to verify

and substantiate the integrity of internal and external reports relied on by stakeholders for
decision-making (diagrammatic modelling, combined assurance forum, assurance provided in the

report, combined assurance report and audit committee review) (CGF Research Institute, 2019).

We found that the SOE disclosures of some SOEs, appear to conform to some combined assurance
indicators, the extent of this conformance varies. We found that although the combined assurance
related disclosures some SOEs appear to suggest high levels of adoption, the majority have not
provided sufficient information to adequately explain how they have applied combined assurance, if
at all. Despite acknowledging that combined assurance tends to be an internal management tool, we
posit that to enhance the quality of the future-orientated organisational reporting, requires the
development and promotion of a universal template for the reporting of combined assurance. This
standardisation will provide organisations with an opportunity to explain how the principles of
combined assurance have been applied, ultimately enhancing the completeness and credibility of
externally oriented reports. Aside from enhancing the quality of organisational reports, the template
will also have the advantage of improving the comparability of the combined assurance sections of
different annual reports.

This study could be replicated using private sector enterprises in the country, but using a different
sampling regimen to that used by Prinsloo and Maroun (2021). Additional studies could also be
undertaken on SOEs in other countries, such as Namibia where the combined assurance model is
incorporated in the NamCode. Taken together, these recommendations for further research promise
useful insights.

Since the scope of the study was confined to assessing whether SOEs had adopted and disclosed
their combined assurance practices, it is accordingly proposed that future research should be conducted
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to develop a mechanism to evaluate the quality, completeness and veracity of the combined assurance
practices of SOEs. Such a study, which could adapt the conformance index to assess the quality of
these disclosures using a Likert scale, would provide deeper insights into the extent to which SOEs
complied with the requirement. Furthermore, experimental research could also be undertaken in the
public and private sector to understand how investors/stakeholders perceive the usefulness of each of
the seven indicators of combined assurance reporting quality proposed in this study.
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