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Summary of our 2019-20 Climate Change Reporting Research & Analysis
Something unique happened at Exxaro’s 2020 Annual General Meeting earlier this year. Upon entry, attendees were handed two documents, the Integrated Annual Report
and Exxaro’s first Climate Change Report.
Exxaro?
The coal company that is increasingly being vilified for being a key contributor to South Africa’s ever-increasing carbon emissions through predominantly coal-fired
electricity generation by Eskom?
Correct!
Apparently, Exxaro is well aware of their need to manage their unique climate-related risks, inclusive of the possibility that the value of their assets is likely to decrease,
potentially to the point of becoming “stranded”, as the world moves towards a “zero carbon” future.
NOTE: Robeco, the Dutch international asset management company most frequently known for their Robeco SAM ESG analytics work, defines a “Stranded Asset”
as “Assets on corporate balance sheets that rapidly lose their value as a result of forced write-offs.” That is, any asset that may be devalued to the point of zero
Euros, Dollars or Rands, that historically demonstrated a net ‘on paper’ cash worth that due to one or more external factors can no longer be deemed of any
material worth (i.e., of no Euro, Dollar or Rand worth). In Exxaro’s case, the coal that is currently underground, and currently presented as having “cash value” in
their financial statements, may get to a point where nobody wants the coal, and therefore there is no longer any potential cash to be generated from that asset.
Receipt and review of this document led IRAS to the research that has resulted in what we hope will be a useful resource document for South African companies who
haven’t yet cottoned on to emerging trends in climate change reporting, or those companies who have thought about producing a climate change report, but didn’t know
how to get started.
What we first learned is that in the 20 years since the Carbon Disclosure Project, now simply “CDP”, emerged in 2000, the growing and intensifying concern over
climate change is no longer restricted to environmentalists and similarly minded philanthropists. Rather, the concern has shifted to the forefront of thinking among key
stakeholders such as investors, regulators and customers. Climate change is now considered a systemic risk that affects not only temperature and rainfall, but investments
and operations of a company, and therefore the long-term investors, such as pension funds and asset managers, with an interest in ensuring that the companies that have
a financial stake in are able to demonstrate how well they plan to tackle the climate change issues that are most likely to affect their ability to continue to operate (at a
healthy profit).
IRAS, with a team of six researchers (including one volunteer from outside IRAS), decided to review the 2019-20 climate change reports of the top 100 JSE-listed
companies, as well as 17 Metals & Mining sector companies that don’t fall within the JSE Top 100, while in the process of conducting our annual Sustainability Data
Transparency Index (SDTI) research. The aim of the review was to assess the status of climate change reporting in South Africa, and to provide meaningful guidance to
companies wanting to jump on the bandwagon.
These are our findings:
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1.

Of the 117 JSE-listed companies reviewed (i.e., the entire population of the top 100 JSE-listed companies and the 17 Metals & Mining sector companies not in
the JSE’s Top 100 companies, 14, or 12%, of the companies have a recently published climate change report.

2.

Of the 14 companies, seven are in the Metals & Mining sector, five are in the Financial Services sector, 1 is in the Energy & Natural Resources sector, and 1 is in
the Construction, Materials & Equipment sector.

3.

Of the 14 companies who had produced a Climate Change Report (CCR), 10, or 71%, have submitted Carbon Disclosure Project (CDP) reports, 11, or 79%, have
aligned their CCR to the recommendations of the Task Force on Climate-related Financial Disclosures (TCFD), while seven (50%) have submitted CDP reports and
have aligned their reporting to the recommendations from the TCFD (i.e., double disclosure).

4.

Of the 11 companies that have aligned to the recommendations of TCFD, eight (57%) have defined their climate change risks, and categorised those risks into
transitional versus physical risks.

5.

Of the 14 companies, 13, or 93%, had a climate change policy publicly available on either the website and/or within their CCR.

6.

Of the 14 companies, five (36%) consisted of a detailed governance structure that described the oversight of the board and the role of management in assessing
and managing climate change risks and opportunities, while nine (64%) provided a general outline of oversight of the board and management.

7.

Of the 14 companies, four (29%) stated that greenhouse gas (GHG) emissions were aligned to the performance of the board, while nine (64%) did not provide
any information to this effect.

8.

Of the 14 companies, three (21%) had a clear, specific strategy that explained the climate-related risks and opportunities that have been identified based on the
impact on their business model and operations, inclusive of time horizons. The majority of the companies, 11, or 79%. had a general strategy that lacked detail
and specifics on how climate-related risks and opportunities would impact their business model and operations.

9.

Only one company detailed and linked their climate-related risks to their materiality process.

10. Of the 14 companies, seven (50%) reported specific targets for tackling climate change compared to five (36%) who reported general targets, and two (14%) did
not mention any targets.
11. Of the 14 companies, six (43%) reported progress on prior specific targets, and detailed progress in achieving reductions of carbon emission, water and/or energy
efficiency targets, while five (36%) reported on some specific and general targets, and three (21%) did not report or mention any progress on prior targets.
12. Of the 14 companies, seven (50%) considered suppliers within their risks of climate change, including mention of a policy and compliance check for suppliers,
while four (29%) had only a general statement about the consideration of suppliers within the risks of climate change, and three (21%) made no specific mention
of suppliers.
13. Of the 14 companies, 10, or 71%, mentioned stakeholders, although stakeholder concerns over climate change tended to be vague and not well defined, while
the other four (29%) made no mention of material stakeholders.
14. Nine of the 14 CCRs (64%) included assurance over at least some of the data presented in the report.
15. Based on the opinions and analysis of our research team, the top three Climate Change Reporters in South Africa – in our humble opinion, albeit based on clear
qualitative criteria – are as follows (in order of observed excellence): 1. Sasol, 2. African Rainbow Minerals, and 3. South32.
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Climate Change: A Global Concern for all Stakeholders
The World Economic Forum (WEF) stated within their Global Risk Report 2020, published on 15 January 2020, that climate-change related risks are among their top 5
global risks of likelihood and impact. This assessment is validated with scientific data that has proven the last five years have been the warmest on record, and that this
has contributed to more intense and frequent natural disasters which have and will continue to contribute to loss of life, social and geopolitical tensions and negative
economic impacts. On 14 January 2020, a day before the WEF published their report, Larry Fink, the CEO of BlackRock, considered to be the largest asset manager in
the world, published his annual letter to stakeholders which included CEOs of the companies in which BlackRock invests. In his letter, Larry focussed on the need and
importance on tackling climate change whereby he stated, “Climate risk is an investment risk and every government, company and shareholder must confront climate
change.” According to the International Finance Corporation (IFC), 2019 revealed that investors tend to be focussing more of their money on “green investments” because
they consider these investments to be more long-term orientated, and able to weather short-term volatility. Green bonds and transitional bonds are on the increase, as the
green bond market outperformed expectations in 2019, with a record issuance of more than $240 billion. As such, companies need to consider the appetite and concerns
of their investors, consumers, regulators and other key stakeholders and not only shift their operations and services to a low-carbon economy, but to also publicly report
on what they are doing to mitigate future climate-related challenges.
IRAS is a company that specialises in the provision of independent third-party assurance over the Environmental, Social and Governance (“ESG”, but also known as
“Sustainability”) data contained within corporate annual reports. Our role is to conduct sufficient assurance research and investigation to prepare us to sign off on the ESG
data that companies place into the public domain for review and/or use by their many stakeholders. By the very nature of what we do, we’re expected to pay attention to
detail and ESG market trends which includes the growing concern for climate change, and the potential resultant impacts on the companies we provide services to.
In the process of conducting our yearly Sustainability Data Transparency Index (SDTI) research of more than 300 JSE-listed companies, we identified an increasing ESG
trend toward increased disclosure regarding climate change impacts, beyond the somewhat traditional trend towards CDP disclosure. Based on this finding, coupled with
our experience at Exxaro’s 2020 AGM, we decided to review the climate change reports of the top 100 JSE companies, as well as the 17 companies within the Metals
& Mining sector that aren’t part of the Top 100. The aim of the review was to assess the status of climate change reporting, and to provide guidance to companies who
would like to produce a meaningful and robust CCR that considers recommendations from CDP and the TCFD.
NOTE: It appears as if many companies are starting to move away from CDP reporting, and towards TCFD disclosure. At least some of the rationale appears to be the
lack of meaningful value add from CDP, as well as the fact that TCFD aligned reporting does not cost thousands of US Dollars on an annual basis. This trend may
also be occurring due to perceptions that investors are trending towards paying less attention to CDP, and more to TCFD.
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How we evaluated the Climate Change Reports
Our evaluation of the available CCRs is based on two elements: Rankings based on researcher preferences; and, Ratings of whether or not companies met 20 criteria
deemed by the research team as “fundamental to effective climate change reporting”.
While each researcher will have infused their own unique biases towards what makes for a “good report”, the Ranking exercise was based on whether a report was
informative, easy to understand, well presented, and whether it provided good understanding of company-specific climate change risks, impacts and opportunities. Each
researcher provided a ranking of the 14 reports, and then scores from 14 (best) to 1 (least best) were assigned and consolidated to provide an “Average Rank Score”,
converted to a score out of 100%.
The rating exercise was structured around 20 elements that were considered meaningful in establishing a climate change report, including metrics sought by CDP and the
five core TCFD elements (Governance, Strategy, Risk Management, Metrics and Targets). Additional elements were extracted from our team’s experience with evaluating
the Integrated Annual Reports of all of the more than 300 JSE-listed companies we review for other research purposes.
The scoring system used a 3-grade scale, which is described as follows:
1.

An “OK” refers to a ‘reasonable response’ and is assigned a score of ‘2 out of 2’. For each indicator, this reveals whether or not the company provided the data/
information in a manner that was deemed sufficiently detailed, easy to find, and adequately explained.

2.

An “OI” refers to an “Opportunity for Improvement” response and is assigned a score of ‘1 out of 2’. This rating is intended to suggest that the company either
provided some data/information that was deemed either incomplete or insufficient, or that the information was not easily identifiable.

3.

An “NC” was applied for any indicator that was deemed “Not Covered” and was given a score of ‘0 out of 2’.

The coloured boxes in the following table depict how many of the 20 elements each company provided reasonable, partial or no response to, while the rows at the
bottom present the calculated scores for each company. The “Total Score” is simply the average of the Ranking and Rating exercises, leading us to the following
overall conclusion:
Anyone wishing to gain an excellent overview of what effective climate change reporting looks like in South Africa should pay specific attention to the reports produced by
Sasol, African Rainbow Minerals (ARM) and South 32...but only if their company is within a high environmental and social impact sector such as Metals & Mining, Energy
& Natural Resources, Manufacturing and/or Agriculture.
Anyone seeking an excelled example of effective climate change reporting in low (direct) environmental and social impact sectors, such as banking, investment and/or
insurance should pay specific attention to the report published by Sanlam.
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Sasol

ARM

South32

Goldfields

ArcelorMittal

Exxaro

BHP

Anglo American

Sanlam

MMH

Coronation

Santam

Nedbank

WBHO

Table 1: Evaluation and Scoring of the 14 Climate Change Reports

1

Is a meaningful and easily understandable Business Model provided to explain the
organisation?

OK

OK

OI

OK

OI

OI

OK

OI

OK

OI

OI

OI

OI

OI

2

Is the governance structure on management and reporting on climate change detailed?
(FN1)

OK

OI

OI

OI

OK

OI

OK

OI

OK

OI

OI

OI

NC

OI

3

Does the board approve the Climate Change Report and/or GHG emission targets?

OK

NC

NC

OI

OI

OI

OK

OI

NC

NC

NC

NC

NC

NC

4

Are GHG emission targets aligned to performance bonuses of the board?

OK

OK

OI

NC

NC

NC

NC

OK

OK

NC

NC

NC

NC

NC

5

Does the strategy include short, medium- and long-term strategies concerning
Climate Change?

OK

OI

OI

OK

OI

OI

OI

OI

OK

OI

OI

OI

OI

OI

6

Is the strategy on climate change specific to the company or is it general?

OK

OK

OK

OK

OK

OK

OK

OI

OK

OI

OI

OI

OI

OI

7

Is there a risk standard used to measure the risks of Climate Change?

NC

OK

OI

NC

OK

OI

OK

NC

NC

NC

NC

OI

NC

NC

8

Are risks broken down into physical and transitional risks?

OK

OK

OK

OI

OK

OK

OK

OI

OI

OK

OI

OI

NC

OI

9

Has the company provided a multi-scenario assessment of its Climate Change risks?

OK

OI

OK

OK

OK

OK

OK

OK

NC

NC

NC

NC

NC

NC

10

Are Climate Change opportunities listed within the report?

OK

OK

OK

OK

OK

OK

OI

OK

OK

OI

OI

NC

NC

NC

11

Are Climate-related risks linked to materiality?

OI

OI

OI

OI

OI

OI

OK

OI

OI

OI

OI

OI

OI

NC

12

Does the company include performance targets, progress against targets and are they
SMART targets?

OK

OK

OK

OK

OI

OI

OK

OI

OI

OI

OI

NC

OI

NC

13

Are emissions assured by an independent third party?

OK

OK

OK

OK

OK

OK

OK

OK

NC

OK

NC

NC

NC

NC

14

Are frameworks/standards (e.g., TCFD, CDP, ClimateWise, etc.) applied for reporting on
Climate Change?

OK

OK

OK

OK

NC

OK

OK

OK

OK

OI

OI

OI

NC

NC

15

Are material stakeholders reported as well their issues regarding Climate Change?

OI

NC

OI

OI

OI

OI

OI

NC

OI

NC

OI

NC

NC

NC

16

Are milestones on Climate Change listed?

OK

NC

OK

OI

OK

OI

OI

OK

NC

NC

NC

NC

NC

NC

17

Are there any technology innovations and/or investments listed to reduce the use of
energy and/or water?

OK

OK

OK

OK

OK

OK

OK

OK

OI

OI

OI

OI

OI

NC

18

Are suppliers considered within the risks of climate change and is there a policy and
compliance check for this?

OK

OK

OK

OK

OK

OI

OK

OK

OI

NC

OI

OI

NC

NC

19

Is there a TCFD Index table within the report?

OK

NC

NC

NC

OK

NC

OK

NC

NC

NC

NC

NC

NC

NC

20

Are diagrams/infographics useful and/or easy to understand (do they add to the report)?

OK

OK

OK

OK

OK

OK

OK

OI

OK

OK

OK

OI

OK

OI

90.0%

70.0%

72.5%

70.0%

75.0%

65.0%

85.0%

62.5%

55.0%

37.5%

35.0%

27.5%

20.0%

15.0%

INDICATOR COMPLIANCE SCORE:
AVERAGE RANK SCORE:

95.2%

90.5%

82.1%

79.8%

67.9%

60.7%

36.9%

54.8%

58.3%

31.0%

33.3%

21.4%

26.2%

11.9%

TOTAL SCORE:

92.62%

80.24%

77.32%

74.88%

71.43%

62.86%

60.95%

58.63%

56.67%

34.23%

34.17%

24.46%

23.10%

13.45%

Footnote 1: Are the roles and responsibilities of the Board concerning Climate Change explicit, is climate change on the agenda in board meetings?
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Our Findings
1.

2.

Of the 117 JSE-listed companies reviewed (i.e., the Top 100 JSE-listed
companies by market value, and 17 Metals & Mining sector companies
not within the Top 100), 14 or 12%, published a Climate Change Report
(CCR) within the past 12 months (Figure 1). According to IRAS, these
companies represent leaders within their respective sectors by not only
making a significant effort to understand how climate change is expected
to affect their businesses, but by making this information publicly
available to their stakeholders.
Of the 14 companies, seven are in the Metals & Mining sector, five are in
the Financial Services sector, one is in the Energy & Natural Resources
sector, one company is in the Construction, Materials & Equipment
sector (Figure 2). With the exception of those within the Financial Services
sector, it may seem reasonable for companies with significant direct
climate change impacts (i.e., due to emissions resulting from fuel and
electricity consumption and/or significant water usage) to produce a CCR.
In addition, Mining & Metals companies have been encouraged to report
climate change risks by the International Council on Mining and Metals
(ICMM) which since 2010 has promoted seven principles for climate
change policy. These principles were designed to guide the development
of effective and efficient national and sub-national climate change
approaches that contribute to sustainable development while remaining
competitive for the Metals & Mining industry, thus urging Metals &
Mining companies to adapt to the growing risks and impacts of climate
change on the industry.

Figure 1: Number of Climate Change Reports
Total Number of Companies who have
published a Climate Change Report

14

Total Number of Companies who have
not published a Climate Change Report

103
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Figure 2: Company Sector Breakdown on Climate Change Reporting
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Similarly, it should no longer be a surprise to learn that the Financial Services sector has come under significant stakeholder pressure from investors and
shareholders who are increasingly pushing for more disclosure on climate change, particularly since the release of the recommendations of TCFD in 2017.
TCFD expects companies to provide the following information:
•

An explanation of the governance structure for managing climate change impacts, inclusive of whether or not the Board and/or a specific committee of the
Board takes overall responsibility, and whether Director remuneration is linked to performance against climate change targets.

•

An explanation of the company’s strategy to identify, prioritise, monitor and manage climate change risks and/or opportunities, inclusive of the materiality
determination process employed for prioritising the risks. This would also include a determination of whether what risks are deemed “transitional” (policy and/
or legal, technology, market and reputation) or “physical” (acute and/or chronic impacts from increasing temperatures, rising sea levels, increased frequency
and intensity of storms, floods and/or droughts, etc.).
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•

A description of targets set by the company to reduce its own impacts on climate change, such as reductions in direct emissions from the burning of fossil
fuels and/or indirect emissions from the consumption of electricity, as well as what the company is doing, or planning to do, to mitigate the impacts on the
company from climate-related events and/or changing weather patterns.

•

A description of targets set by the company to reduce its own impacts on climate change, such as reductions in direct emissions from the burning of fossil
fuels and/or indirect emissions from the consumption of electricity, as well as what the company is doing, or planning to do, to mitigate the impacts on the
company from climate-related events and/or changing weather patterns.

•

A description of the company’s monitoring and management procedures, inclusive of the measurement of key indicators such as direct and indirect carbon
emissions and net water consumption.

TCFD also recommends that companies provide information regarding potential impact scenarios, such as what would happen if mean global temperatures rise
by 2%, 3% or 4%, or if sea levels rise by one metre, two metres, etc. In essence, TCFD is looking for evidence to suggest that companies truly understand what
could potentially happen, and what the resulting impacts on the company will be.
Ultimately, the discussion must contain a description of costs, such as budgets for carbon taxation, planned capital expenditures for research and development
and/or new technology implementation to reduce impacts and/or to mitigate impacts on the company. Where applicable, companies should be able to ask and
answer questions such as,
•

What is the potential for loss of market value due to the depreciation of assets and/or reserves? Will Exxaro, for example, need to re-evaluate the price of
their coal reserves as access to investor funding for coal-fired electricity generation plants dries up? Will a company such as Premier Fishing need to reevaluate projected harvests as mean sea temperatures continue to rise with deadly consequences for fish stocks? Will a company such as Tongaat Hulett
need to re-evaluate future harvest values as mean temperatures rise, droughts and/or flooding intensifies, pests and disease incidents rise, etc.?

•

What new technology must be budgeted for in order to tackle specific climate change impacts, including the cost of increased agricultural inputs to maintain
harvest levels among food producers?

•

What are the potential cost implications of increased exposure to diseases, such as Malaria, that tend to increase in intensity as temperatures rise?

•

What are the potential cost implications of damages to coastal areas for Real Estate Investment Trust (REIT) companies with significant assets in areas
expected to be impacts by rising sea level?

•

What are the potential cost implications of increased demand for electricity to cool and/or heat buildings?

•

What are the potential cost implications for increased energy pricing as fossil fuels become more unpopular and/or as governments force producers of fossil
fuels to push the real environmental costs down onto consumers?

•

What are the potential reputation impacts on share price and/or the cost of borrowing as stakeholders seek to hold companies accountable for the true
environmental costs of their activities, and what are the associated costs of producing documentation such as PUMA’s Environmental Profit and Loss reports?
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3.

Of the 14 companies that produced a CCR, ten (71%) also produced a carbon submission for the Carbon Disclosure Project (CDP), and seven (50%) have
submitted a CDP Water report. 11 companies (79%) have aligned their CCR to the recommendations from the Task Force on Climate-related Financial Disclosures
(TCFD). Two companies (14%) stated that they no longer produce CDP submissions.

4.

Of the 14 companies, 13, or 93%, had a Climate Change Policy publicly available on either the website or within the CCR. Only one company, Nedbank, failed
to provide their policy and there was no evidence of the policy on their website or within their Addressing Climate Change report. Climate change policies are
essential, as they tend to define the company’s commitments and strategy for the management of climate change impacts.
A climate change policy should include such things as how frequently the company conducts a climate change materiality determination process to identify and
prioritise the company’s climate-related risks. In most cases, three years seems to be the normal frequency. The policy would also include how often operations
are expected to report to the Group, and thus the Board, on progress towards specific targets and/or towards deploying allocated capital investments to address
critical issues, such as increasing on-site water storage and/or installing newer, more energy efficient, equipment to help reduce energy consumption and
therefore reduce GHG emissions.
An effective climate change policy would also identify key stakeholders, and define a schedule of engagement activities to discuss climate-related issues.
Of the 14 companies, five (29%) provided a detailed governance
structure that described Board oversight, and the role of management
in assessing and managing climate change risks and opportunities. Nine
companies (64%) provided a general outline of oversight of the board and
management (Figure 3), but based on our assessment, more detail could
have been provided.

Figure 3: Disclosure of Governance Roles and Responsibilities
Disclosure Elements

5.

No Disclosure
Partial/General Disclosure

7%
64%

29%
Detailed Disclosure
Governance, especially the detailed roles of the individuals taking ultimate
responsibility for climate change risk management, is deemed vital
0 10% 20% 30% 40% 50% 60% 70%
for effective communication and outputs, as well as to ensure internal
processes are being overseen and controlled. As such, it’s reasonable to
Percentage of Companies
expect companies producing a CCR to be extremely clear in how climate
change risks are being monitored, measured and managed, and where
the buck stops in terms of taking overall responsibility for the potential future impacts. In addition, one would want to know how frequently the Board and/or
committee responsible for climate change mitigation meets, and/or how frequently operations are expected to report to the Group on how no less than the Top 5
climate change risks are being proactively addressed.

6.

Of the 14 companies, four (29%) stated that GHG emissions were aligned to the performance of the Board, while nine (64%) did not report any mention of this
(Figure 4).
To the reader, most notably an investor concerned about the extent which directors of companies, be they executive or non-executive, dependent or independent,
take climate change SO seriously that they’ve placed themselves on the financial hook for ensuring that climate change risk mitigation occurs within the
company, may consider the presence of remuneration impacts to be tantamount to a demonstration of total commitment to climate change.
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Figure 4: Alignment of GHG Emissions to Board Performance
Disclosure Elements

The alignment of GHG emissions to the performance of the Board can
be extremely important, as it allows the Board to challenge the company
to strive for ambitious, yet achievable, climate change targets within
the company. Moreover, the fact that they’ve linked at least a portion of
their remuneration, and that of the executive team, to climate change
will undoubtedly demonstrate to employees the need to take serious
action when monitoring, measuring and managing critical climate-related
indicators, such as energy efficiency.

64%

No Disclosure
Partial/General Disclosure
Detailed Disclosure

7%
29%

7.

0 10% 20% 30% 40% 50% 60% 70%
Of the 14 companies, three (21%) included a clear and specific strategy
to address climate-related risks and opportunities based on the perceived
Percentage of Companies
impact each risk is likely to have on their business model and operations,
frequently inclusive of an estimated timeline for impact. Most companies (11, or 79%) presented a general strategy for climate change impacts, but their
description lacked specific detail on how climate-related risks and opportunities would impact their business model and operations.

8.

Only one company, BHP, linked climate-related risks to their materiality process.
Materiality determination is a critical element of any reporting process. Materiality was a key foundational principle when the Global Reporting Initiative (GRI)
released their GRI Guidelines back in 1999, and it has been a core element in both the IIRC’s <IR> Framework and AccountAbility’s AA1000 series of reporting
and assurance standards. It’s like the flat sheet of green dots Lego supplies for every kit they’ve ever produced for the construction of a house, a castle, or
whatever kids of all ages dream up. It’s the bit of groundwork upon which all things can be developed, and without it, things can easily lose their ability to connect
with one another. It’s the foundation element, but it’s also something that people can still struggle to understand.
In a nutshell, materiality is the process through which all things – be they risks, opportunities, or stakeholders – can be compared to one another to determine
which ones are more important than others. It’s equivalent to the development of a company’s risk register. It’s also equivalent to a coach’s selection of which
team members are first out onto the pitch, who become as substitute, and who gets to excel at pine riding.
Not linking climate-related risks to the concept of materiality can leave stakeholders to wonder if the management climate change is perceived as a “nice to do,
once we do everything else”, or something that is fundamental to a company’s understanding of what is necessary in order to prove to stakeholders that the
company will remain a going concern, even if significant climate change impacts are unavoidable.
Materiality determination is a process. It’s often an exercise that involves investigating external forces on a business, as well as internal forces that can hinder
or promote future success. It’s about understanding what the company can or cannot achieve given its current make up, what needs to change in order to face
future challenges, and what additional pressure (or support), if anything, stakeholders are likely to have on the company in the short-, medium- and long-term.
It’s unavoidable (or at least ought to be), in any discussion of managing climate-related risk.
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9.

Of the 11 companies that aligned their reporting to the recommendations of TCFD, eight (57%) have clearly defined their climate change risks, and categorised
them into the broad categories of “transitional” and “physical”, inclusive of the associated financial impact.
Transitional risk is roughly defined as the financial impact associated with a move to a low-carbon economy and includes, policy and legal, technology, market
and reputational risks.
Physical risk is defined as a measurable impact resulting from climate change, and is broken down into acute and chronic risks. An acute risk is one that is likely
to occur as the result of a severe weather (or other natural phenomenon) event, whereas a chronic risk is one that develops over a protracted period of time, such
as long-term changes in weather patterns. Transitional risks and physical risks are important as they provide information on the associated financial impact on the
business model and allow stakeholders such as investors to make better investment decisions.

10. Of the 14 companies that published a CCR, seven (50%) disclosed specific targets in relation to their strategy to tackle climate change impacts and/or their
contribution to climate change, compared to five (36%) who reported only general (i.e., less specific) targets, and two companies (14%) did not mention any
targets. The setting and disclosure of climate change targets are vital for a company as they state a commitment to achieving a measurable deliverable that needs
to occur within a specific timeframe. Measurable targets are quantifiable and assist in the assessment of performance and management of risks. Efficiency
improvement targets for energy consumption, water consumption, waste disposal and carbon emissions should be identified and be presented according to the
SMART principle: Specific, Measurable, Achievable, Realistic and Time-Bound.
11. Six companies (43%) reported progress on specific prior targets and detailed their progress towards reducing carbon emissions and/or improving efficiencies with
respect to water and energy consumption, while five companies (36%) reported on non-specific/general targets and three (21%) did not mention any progress on
prior targets.
In some cases, prior targets had been both set and communicated to stakeholders, but current reporting did not provide an update on progress towards achieving
those targets. In our view, targets are essentially useless unless the company is prepared to be transparent by reporting back to stakeholders on their progress
towards those targets. Worse, the absence of an update on progress can leave stakeholders to wonder if…
a. No progress has been made and the company is too embarrassed to disclose that; or,
b. Inadequate policies, procedures, systems and/or controls undermine the company’s ability to measure progress against prior targets; or,
c. The company simply forgot that they set targets and are hoping that stakeholders don’t call them out on it.
Again, in our view, we believe that companies are merely collections of people…of human beings…and that all people are fallible. We all make mistakes. We all
tend to set goals that we may not necessarily have the ability to achieve, but the only “failure” occurs if/when we choose to hide our poor performance. In some
cases, targets are incorrectly set and need to be adjusted to what is truly achievable. In other cases, more prep work, such as the development of new policies
and procedures, or the implementation of new systems and controls, needed to occur before progress towards a specific target could be achieved. There are
many reasons why companies are unable to meet targets, particularly overly ambitious ones. The trick here is to remain both transparent and accountable. Simply
state, “we didn’t achieve our target”, and then move on to explain what else will be done to get back on track.
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12. Seven companies (50%) considered suppliers within the discussion of their climate-related risks, and mentioned the presence of a policy and compliance check
process to confirm supplier alignment to the company’s climate change policies, compared four companies (29%) that only included a general assertion about
supplier involvement in achieving climate change targets. Three companies (21%) made no mention of suppliers.
In almost all cases, a company is unlikely to live up to their commitment to progress towards mitigating climate change impacts and/or managing climate-related
risks in the absence of support from their suppliers. Perhaps the easiest example is that of a motorist wanting to reduce their vehicle’s carbon footprint. Aside
from selling an older, more climate unfriendly vehicle, one could at least switch to a fuel retailer that provides the lowest sulphur content. In certain countries,
such as the US (California to be more specific), consumers can go as far as to pay a premium to purchase electricity generated only from renewable energy
sources. In South Africa though, we need to be a bit more creative due to limited supply chain options.
A Brag:

At the risk of seeming immodest, we believe it’s important to note that IRAS is committed to walking our own talk. We commit up to 10% of our
total revenue to Corporate Social Investment/Socioeconomic Development projects, and link our climate change impact management strategy to this
commitment. Over the past 10 years, the carbon emissions resulting from all fuel consumed by Michael’s diesel guzzling Land Rover Defender, at
an average of 14 litres per 100 km, has been offset by the planting of trees, mostly at schools and community projects within the Dobsonville areas
of Soweto. This year, 40 trees are being planted in Hlabisa, KZN, at the homes of the ladies who work in our primary CSI project: the Siyathuthuka
Khalokhazi (“We Develop”) Basket Ladies project. All trees are grown from Avocado seeds harvested by a restaurant located around the corner from
our office.
By doing this, we offer our clients an opportunity to acknowledge that through their partnership with IRAS, they can rest assured that we’re not
adding to their climate change burden.
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13. Ten companies (71%) mentioned stakeholders, even though stakeholder-specific climate change concerns tended to be vague and/or poorly defined within the
CCR. Four companies (29%) made no mention of material stakeholders at all.
Stakeholders are important for a variety of reasons, and the engagement of stakeholders is unavoidable. Some stakeholders provide direct financial assistance
through their investment, while others purchase a company’s goods and/or services and others provide critical inputs to the business, including labour supplied
by employees. Without stakeholders, nothing can be achieved, and this rationally extends to reducing a company’s contributions to climate change, and the
management of climate change impacts. As such, it’s all but impossible for an effective CCR to be developed in the absence of a clear discourse on how
significant stakeholders are expected to either contribute to the company’s climate change strategy, or how they must be thwarted in their potential efforts to
hinder the company from achieving its objectives. Moreover, the climate-related concerns of key stakeholders need to be considered by the company, so as to
avoid becoming a barrier to someone else’s attempt to manage their own climate change risk profile.
14. Nine companies (64%) sought independent third-party assurance over at least some of the data presented within their CCR.
Assurance, or “an audit”, of data is recommended for all companies, but is of particular importance to companies with significant social and/or environmental
impacts. Assurance isn’t, or at least shouldn’t be, a rubber-stamping exercise, but ought to be performed by one or more persons who have specific experience
with the collection, collation and reporting of material sustainability data. The objective should not be limited to merely the acquiring of an assurance statement,
but rather of a management report that can help confirm or refute whether the company has deployed adequate policies, procedures, systems and controls
within the organisation to ensure that any/all reported data can be deemed accurate, consistent, complete and reliable.
15. Based on the opinions of the six persons who reviewed the 14 CCRs identified in our research, the three best ‘Climate Change Reporters’ in South Africa are
as follows (in order of observed excellence): Sasol, African Rainbow Minerals and South32, with special mention going out to Sanlam for being the best among
companies not perceived to have high direct environmental and/or social impacts. In our humble opinion, albeit based on clear qualitative criteria, these are the
companies we believe provide the most meaningful discourse on how climate-related risks and opportunities have impacted, or will impact, their unique business
models, and how the companies plan to manage their risks in order to achieve their climate change goals and objectives.

August 2017

January 2020
This is the
progression of
one of more
than 50 trees
planted at Forte
High School in
Dobsonville,
Soweto, between
2009 and 2018.

November 2014

13
2020 Review of Climate Change Reports in South Africa

So what?
In short, we firmly believe that more companies ought to be producing their own CCR. At a bare minimum, ALL JSE-listed companies in the Metals & Mining, Energy &
Natural Resources, Food & Beverages and General Industry sectors, as well as Financial Services companies, and we’ll help – for free, up to a certain point – if that will tip
the scales in favour of transparency and accountability.
At the moment, IRAS is working with a client to produce their own Climate Change Report, and it’s neither a quick nor easy process. However, it’s not impossible. What
we’ve learned thus far is that in order to produce an effective CCR, engagement through the organisation is vital to ensuring that the final product is a fair reflection of the
company, not just from an executive thinking perspective, but from a practical ‘can it be done’ perspective at the coal face.
For those that are in the process of possibly writing their own CCR, here are a few tips:
1.

Act like a consultant!
It’s been said that there are two general rules amongst all consultants. Firstly, all consultants start by learning two tricks: <Control> + <C> (Copy) and <Control>
+ <V> (Paste). Secondly, as soon as a consultant has done something once, they become “the expert”.
So, here’s the ultimate hack: Become the Robin Hood of reporting. Steal from the rich (Sasol, ARM, South 32 and Sanlam) and give to the poor (yourself). Take
a look at their reports and identify what elements of their reporting you believe would be most beneficial to your company’s CCR…copy them…and then paste
them into your report. There’s simply no harm in believing that mimicry is the highest form of flattery.

2.

Ensure that the company’s business model, typically available within any company that has already adopted the International Integrated Reporting Council’s <IR>
Framework for producing and integrated annual report, can be easily explained in terms of where within the business’ lifecycle climate change impacts are likely to occur.
Will input costs increase due to diminishing availability and/or increased demand?
Will operational costs increase due to climate change impacts on key suppliers?
Will operational performance be directly impacted by the effects of rising temperatures on the workforce (e.g., the management of increased incidents of heat
stress), or on production (e.g., agricultural growth)? Similarly, will performance be directly impacted by increased intensity and/or frequency of floods, droughts
and/or extreme weather events?
Will demand for products/services be negatively impacted by reduced barriers to entry in, and therefore increased competition from, countries where, for
example, pre-climate change conditions weren’t as conducive to agricultural production as in South Africa?

3.

Conduct a climate change specific materiality determination process to identify and prioritise the company’s most material climate change risks, and then link these risks
to key stakeholders that will need to be engaged to help manage these risks, and identify what current and/or proposed actions are required to mitigate each risk.

4.

Establish a baseline for climate change management. For many companies, particularly the JSE Top 100, this could be as simple as identifying when the company
first started to monitor, measure and report – most likely to the CDP – the company’s carbon footprint and/or water footprint.

5.

Identify what, if any, strategies are currently in place to mitigate the climate-related risks identified in Step 2 (above),
and establish new strategies for any risks that aren’t already being addressed.
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6.

Use, wherever possible, the already calculated climate change impact measurements for energy consumption, water consumption and waste disposal – to name
but three basic impacts – to report on the company’s current impacts, inclusive of the Rand value of carbon emissions in terms of 2020 carbon taxation.

7.

Identify what, if any, climate change related targets, such as energy and/or water efficiency targets have already been set by the company, and map out the
company’s history of meeting those targets. If no prior targets exist, then work towards setting “SMART targets” for each of the company’s most material
climate change related risks, as identified in Step 2 (above). Targets should not be overwhelmingly ambitious, but a fair mixture of “enough to have a significant
impact on climate change”, but not too hectic that they are neither manageable nor affordable.

8.

Identify and quantify the company’s direct and/or indirect financial impacts from climate change, inclusive of no less than 2020’s baseline for carbon taxation.
Where possible, persons/teams within the organisation may need to conduct at least a basic cost analysis of managing one or more of the identified risks. For
example, if increasing water scarcity is determined to be a material climate change risk, then someone would need to assess how large a water storage tank (or
tanks, or a dam) would need to be to manage future scarcity, as well as how much that would cost.

9.

Identify what, if any, policies and/or procedures are already in place to manage the company’s key climate change risks, such as, for example, a Water Use Policy,
or a Land Use Policy, or an Energy Efficiency Management Procedure is in place. Where policies and/or procedures are lacking, work within the company to draft
and approve new policies that are likely to help manage future climate change impacts.

10. If not already available, at least in a reasonably relevant format, work with senior management (i.e., Exco and/or the Board) to establish a Governance Framework
for Climate Change Management. In many cases, this may already be in place through the historical development of a Sustainability Committee of the Board, but
some tweaking may need to occur to ensure that climate change risk management is explicitly defined.
11. Produce a Climate Change Report for public disclosure, and workshop the final report with internal and external stakeholders to ensure that future reporting
captures any areas of concern that may need to be addressed. Because we’ve already made them available through the presentation of our CCR Evaluation
Model (i.e., Table 1, above), consider using the 20 elements we used to rate existing CCRs as a baseline for your own reporting.
12. If your company hasn’t already done so, seek independent third-party assurance over the key climate change data being reported (e.g., energy consumption,
water consumption, waste disposed of and carbon emissions). It’s worth noting that assurance over carbon emissions is now a legislated requirement for carbon
taxation, so there’s really no excuse not to seek out an experienced assurance provider that can offer low cost, high value adding assurance over the data and
assertions to be published in the CCR.

13.

NOTE: At the AccountAbility AA1000AS Type I level, assurance over climate change data can cost as little as R50 000, and can be at least partially used to meet
the assurance recommendations for integrated annual reporting. For this fee, companies should not only expect to receive an assurance statement that
can be included within the CCR, but also a detailed management report that can help identify and address lapses in policies, procedures, systems and/or
controls that may result in the publication of unreliable data.
Do not assume that once the <Print> button has been pressed on the CCR the process is over, but rather accept that this is a critical step in managing the
commitments and target stated within the report, and therefore use the report to ensure that employees and other stakeholders are duly informed of their role
in helping to achieve the company’s climate change goals and objectives. Pressing <Print> (or <send> for those who still believe that not printing hard copies
of reports is “the responsible thing to do”) is merely Step 1 in what ought to be a communication strategy that intends to inform the process of reporting in the
next, and all subsequent, years.
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Conclusion
Climate Change is a growing concern for a variety of stakeholders, inclusive (on an increasingly significant basis) among the investment community, investors and
regulators, as new regulations and standards are forcing companies to be more assertive and transparent in their commitment to contributing towards reducing climate
change risks for all of society. Elemental proof of this in South Africa is the Carbon Tax Act that came into effect from 1 June 2019. As a result, there is both a global and
local shift towards expecting companies to reduce their greenhouse gas (GHG) emissions in a sustainable (including cost effective) manner, and it’s equally important for
companies to produce a Climate Change Report that presents to stakeholders the company’s strategy, risks, targets, impacts, opportunities and governance over all things
climate change.
As mentioned above, it’s critically important for all companies to not only have a climate change policy, but to place that policy within the public domain, so that
stakeholders can freely evaluate whether the company has committed itself to doing enough to reduce their direct and indirect impacts on climate change, as well as
how well they are prepared to manage the risks associated with what is likely to occur as a result of climate change. Such a policy must be available prior to attempting to
produce a meaningful CCR.
Companies should demonstrate that climate change risks are linked to the overall materiality process within the company, and to ensure that their climate change strategy
is specific to the company’s business model, inclusive of time horizons (short, medium and long term strategies), and can be reasonably expected to assist in describing
the resilience of the company’s strategy according to multiple scenarios (e.g., what is likely to occur, and what will the company need to do to manage, a world in which
average global temperatures increase by 2° C and/or 4° C). The risks, identified and categorised into transitional and physical risks, inclusive of associated financial
implications and how the company intends to manage these risks, should form a core component of how the company intends to manage climate change for the benefit
of their own sustainability.
Climate Change is upon us all and is going to affect us globally and locally in all three spheres (environmentally, socially and economically), the global increase in
temperature will eventually contribute to the rise in sea-levels, cause severe weather events more frequently, and significant environmental changes are expected to inflict
massive social implications such as loss of livelihoods, increase in diseases like Malaria, increased migration to areas perceived as “less impacted”, and in turn could lead
to a weakened workforce and/or labour and social unrest. All of this is expected to result in lower productivity, reduced revenue, increased cost and by extension lower
profitability. In short, diminished sustainability, but this does not need to mean it’s all doom and gloom.
Companies that are forward thinkers, perhaps even visionary, will accept that climate change is inevitable, and that to minimise risk – and seize upon new opportunity
– are the ones that will continue to succeed despite the change we’re expecting to endure. Having an appropriate plan, and communicating that plan to stakeholders to
reduce deleterious impacts of ignorance over what is being done, is critical for ensuring maximum success at minimal harm.
Happy Reporting!
Our Commitment to Collective Thought Leadership

Anyone seeking to leverage our hard work is hereby invited request our working papers (Excel files). We’ve already done a lot of leg work, there’s no sense in you
repeating it. All we ask in return is for due citation of our work. For a copy of our spreadsheets, please email michael@iras.co.za.
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Our Top 3
Indicator Compliance Score 90.0%

1. Sasol

Average Rank Score 95.2%
SASOL LIMITED
CLIMATE CHANGE
REPORT

Total Score 92.6%

for the year ended 30 June 2020

POSITIONING FOR A
SUSTAINABLE FUTURE

Comments: Sasol reports a detailed governance structure whereby roles and responsibilities are defined with
regards to the management of Climate Change risks and opportunities and promotes effective
management and achievement of climate-related targets and objectives through appropriate
performance incentives.
A road map is provided on the strategy to decarbonise operations by 2030, i.e., from coal to a
hydrogen economy. The strategy is specific and includes short, medium- and long-term approaches.
Targets have been identified and progress against these targets are explained, furthermore Sasol’s
multi-scenario analyses are detailed, and their value chain is considered within these analyses.
Overall, Sasol’s report is well-presented and takes into account the climate related risks and
opportunities that have an impact in their specific business model and how they plan to take
advantage of the opportunities and manage their risks in order to achieve their set Climate Change
targets.
NOTE: The layout of the report is not helpful to the reader. When printed out, the document
is difficult to manipulate. It should either be laid out in portrait, or created so that when
printed out in landscape the pages can be turned using the smaller edge (like one would
turn pages in a normal book…to the left).
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2. African Rainbow Minerals
(ARM)

Indicator Compliance Score 70.0%
Average Rank Score 90.5%
Total Score 79.3%

2019 CLIMATE AND WATER
SUPPLEMENTARY REPORT

Comments: ARM’s report is well-presented as the content easily explains ARM’s efforts to improve
performance whilst tackling Climate Change. The report uses TCFD and ICMM as a framework for
reporting on Climate Change, it also considers regulatory reporting requirements which ensures
that regulatory compliances are met.
The use of vibrant info-graphics supports the overall content of the report especially with regards to
the detailed explanation of how they aim to manage Climate Change risks.
ARM’s overall strategy consists of short and long-term goals which appear to be both realistic
and achievable.

Indicator Compliance Score 72.5 %

3. South 32

Average Rank Score 82.1 %
OUR APPROACH
TO CLIMATE CHANGE
2019

Total Score 77.3%
Comments: South 32’s Climate Change Report is aligned with the recommendations of TCFD and goes into
detail about their de-carbonisation plans which are set out by the Paris Agreement.
Within their report they emphasise their climate change approach which supports a sustainable
transition to a low carbon economy and focusses on climate change opportunities, climate emission
reductions and becoming more climate resilient.
South 32 has identified its climate change risks, as well as their risk-specific mitigation responses
and opportunities.
They provide comprehensive disclosure of their carbon emissions, including SMART targets
for reducing their carbon footprint, as well as progress against previous targets and information
regarding their initiatives and incentives to reduce their carbon footprint.
South 32 includes a multi-scenario plan where they explain how different climate scenarios can
affect and impact their operations and value chain.
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Report URLs:
ARM
Anglo American plc
Arcelor Mittal
BHP

Exxaro
Goldfields

https://arm.co.za/wp-content/uploads/2020/05/arm-climate-and-water-supplementary-report-2019.pdf
https://www.angloamerican.com/~/media/Files/A/Anglo-American-PLC-V2/documents/annual-updates-2019/aa-climate-change-our-plans-policiesand-progress-2019.pdf
https://storagearcelormittaluat.blob.core.windows.net/media/hs4nmyya/am_climateactionreport_1.pdf
https://www.bhp.com/-/media/documents/investors/annual-reports/2018/bhpclimatechangepositionstatement.pdf?la=en; https://www.bhp.
com/environment/climate-change/; https://www.bhp.com/-media/documents/ourapproach/governance/191127_environmentandclimatechange.
pdf?la=en
https://www.exxaro.com/assets/files/climate-change-position-statement.pdf
https://www.goldfields.com/pdf/sustainbility/sustainability-reporting/carbon-submissions/cdp-submission/climate-change-report-2019.pdf

MMH

https://www.momentummetropolitan.co.za/wps/wcm/connect/mmiholdings-za/a3b57897-e2c0-4465-bf2d-a51a79b2fbb5/climate-changeposition-statement.pdf?MOD=AJPERES

Nedbank

https://www.nedbank.co.za/content/dam/nedbank/site-assets/AboutUs/Sustainability/Supporting%20Documents/ClimatePosition2018.pdf

Sanlam

https://www.sanlam.com/investorrelations/downloadscentre/Documents/Sustainability%20reports/Sanlam_Climatewise%20_Report_2019.pdf

Santam

https://www.santam.co.za/products/climatewise-report/

Sasol
South 32

https://www.sasol.com/sites/default/files/financial_reports/SASOL%20CCR_2020_25%20August%2008h30_MN%20Lowres.pdf
https://www.south32.net/docs/default-source/all-financial-results/2019-annual-reporting-suite/our-approach-to-climate-change-2019.
pdf?sfvrsn=140f1db3_4 ; https://www.south32.net/who-we-are/sustainability-approach/climate-change#:~:text=Emission%20Reduction%20
%E2%80%93%20We%20must%20all,operation%2C%20through%20to%2020211. ; https://www.south32.net/docs/default-source/
sustainability-reporting/fy2019-sustainability-reporting/s320034-our-approach-to-water-stewardship-2019-d7.pdf?sfvrsn=81fbfbe6_6http://
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