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Introduction
The process of voluntary reporting provides a
company with a number of benefits ranging
from strategy effectiveness, performance
enhancement and positive stakeholder
sentiment. There are two audiences for this
report. We hope to encourage non-reporters
to begin and we hope to provide additional
business case material for experienced
reporters. This report represents the outputs
of a literature review and discussions with a
few leading South African GHG reporters. We
therefore hope it provides a useful reference
source for both audiences.
“It’s difficult to tell a story when you don’t
have a story to tell.”
Jan du Plessis,
VP for Climate Change, Goldfields
Starting out in Greenhouse Gas (GHG)
accounting is challenging and you will face a
number of obstacles in getting organisational
acceptance and support. Few systems are in
place to gather reliable data and individuals
are resistant to adding something else to their
job description. The inspiring stories you
need to motivate your colleagues to action
don’t exist yet – after all you haven’t started.
It takes time to build up the internal evidence
you need to drive activity.
The good news is you are not alone in this
experience as many South African companies
have lead the way in voluntarily reporting
their GHG data and associated strategy.
Starting out without your own stories requires
that you use those of others; and this
publication hopes to arm you with that
information, those stories and the beginning
of a business case to use within your own
organisations. Furthermore it will serve to
give you comfort in your own journey (your

experiences are not unique) and some
indication of what to expect. Finally it hopes
to give you a starting point on what needs to
be done to get over the initial obstacles to
GHG accounting, management and reporting.
It’s important that you start now. As this
document will show it takes time to establish
a reporting and management system but that
the benefits are significant. Benefits accrue in
reducing risk, managing cost, building
reputation, attracting investment and
identifying opportunity. Furthermore, the
South African Government intend introducing
mandatory GHG reporting processes to help
them meet their international obligations
resulting from multilateral and bilateral
agreements and to underpin domestic market
based mechanisms. If you start now you will
put much of the learning and early mistakes
behind you before the mandatory systems are
instituted.
Despite the mandatory pressure the key point
made by our case study examples is that the
benefits of voluntary reporting are sufficient
for companies to continue with their
voluntary efforts.
South African companies, who have been
reporting for some time, see ourselves as
leaders in transparency and disclosure.
Through the King Code on Corporate
Governance (King III) we have driven global
thought leadership on integrated reporting.
Our response rates in the Carbon Disclosure
Project (CDP) are the second highest by region
in the world, significantly ahead of other
countries in the BRICS grouping.
But are we leaders in practice?
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KPMG (2011: KPMG International Survey of
Corporate Responsibility Reporting) think not.
Ranking nations on the sophistication of
reporting and the sophistication of the

underlying systems to support reporting
South Africa features in the bottom quadrant
(see Figure 1). What is at the root of this
observation?

Figure 1: Corporate Responsibility Reporting levels of 34 countries
(KPMG, 2011: KPMG International Survey of Corporate Responsibility Reporting)
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Certainly there is evidence to suggest that
many South African companies gather data
once a year purely for the purpose of
compliance with reporting requirements. In
many companies data acquisition is by means
of spread sheets with no controls or
verification of the quality of the data. The
data is not used to inform risks, opportunities
and strategy. It is not even used as a basis for
decision making or even communicated to the
leaders of the business (let alone requested
by the leaders of the business). This
disconnect prevents some companies from
realising the full benefits.
Due to the manner in which King III, the
Johannesburg Stock Exchange (JSE)
Sustainability Reporting Index (JSE SRI) and
CDP have been applied in South Africa,
sustainability, integrated and GHG reporting is
often limited to the JSE top 100 companies by
market capitalisation. Reporting exhibited by
companies below these top 100 positions is
often, although be no means always, less
thorough or entirely absent.
Even within the JSE top 100 there remain
challenges in companies applying differing
approaches, using different boundaries or
different emissions factors for the same data
types. Corporate reporting in South Africa is
seen by some as primarily driven by
reputation and company self-interest.
As a result data is not comparable and
companies may not sufficiently target
performance. Most importantly however
companies are not fully realising the benefits
of voluntary reporting. We hope these case
studies will illustrate good practice
encouraging adoption of and increased
efforts of voluntary reporting.
The structure of the report is very simple. We
expand on this introduction by providing an
overview of voluntary reporting, providing
more detail on the drivers and activity levels.

We then introduce a few GHG accounting,
management and reporting leaders who
provided us with the insights elucidated in the
next section: a narrative of their experiences.
We hope to make the point that voluntary
GHG reporting is of sufficient value to
implement regardless of mandatory drivers.
However it would be foolish to ignore
mandatory reporting drivers and activity. We
therefore go on to look at the international
context for mandatory reporting, the status of
mandatory reporting in South Africa and the
implications for South African companies.
Finally we conclude with a discussion and
recommendations for companies as they
begin or continue their GHG accounting,
management and reporting journey.
The companies showcased here were selected
based on their continued strong performance
in the CDP as well as their reputation as
transparent disclosers who are driving
internal performance. A key factor was also
their willingness to cooperate, admittedly not
with an enormous amount of notice, and we
are very grateful to them.
It should therefore be noted that these are by
no means the only good examples of
excellence in GHG accounting and reporting.
They sit amongst a group of South African
companies that genuinely are leading globally
and you are encouraged to read the
sustainability, integrated and GHG reports of
many of the JSE top 100 companies as well as
leading State Owned Enterprises and private
companies.
We hope that the stories included in this short
publication will give you an inspirational
starting point and if you are a more
experienced reporter, provide you with
further evidence for use internally, an
indication of what might be coming in your
journey and a useful reference document to
other sources of information.
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The context for voluntary reporting
“Integrated reporting, including GHG
reporting, publically demonstrates our
commitment to environmental, social and
governance issues and it is important to the
bottom line of our business”
Madeleine Ronquest,
Head of Environmental and Social
Risk Management, Climate Change,
Occupational Health and Safety,
FirstRand Group Ltd
Sustainability and/or integrated reporting is
on the rise globally. Major international
companies and also smaller companies
understand that Environmental, Social and
Governance issues can have material impacts
on their business. As a result they are moving
to manage these issues and include this
management in their stakeholder
communications and notably their integrated
reports. Drivers of this behaviour include:








Reducing costs
Enhancing reputation
o With consumers (increased loyalty)
o With investors (enhanced capital
and project finance acquisition)
o With employees (higher quality
employees attracted and retained)
o With communities (building trust)
o With civil society (building trust
leading to working together to solve
common problems; minimising
negative campaigns)
Identifying risk
Realising opportunities (potential for
revenue growth)
Compliance with government legislation
and
Personal motivation

GHG management and accounting is a high
profile issue for many companies. Future
climate change legislation (influenced by
international processes), investor pressure
(CDP) and increasing energy costs have meant
that the issue of energy management and
GHG accounting are key issues on many board
agendas.
“Carbon is a proxy for expenditure on energy
and how well you are managing your
expenditure on energy is directly linked to
profitability.”
Paul Dickenson, Chairman of the CDP
The level of GHG reporting within South
Africa’s JSE top 100 companies is nearly
unparalleled in the world. More companies
voluntarily disclose their GHG data and
performance through vehicles like
sustainability and integrated reports and the
CDP than almost anywhere else. The average
Carbon Disclosure Score, a measure used by
the CDP to indicate transparency and data
quality, is higher than that of the world’s
largest 500 companies. The Carbon
Performance Score, a measure of the success
of carbon management, also shows true
leadership (although there is still some way to
go if we are to meet the international carbon
reductions required by science).
It is clear (as covered in the introduction) that
we are thought leaders in terms of
transparency and disclosure. However, with
the exception of several leading companies,
we are lacking in some key areas relating to
implementation:


We only really report within the JSE top
100
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Our voluntary reporting is driven by
compliance to international standards
with little thought given to the materiality
of data collected and little use of that
data to enhance business decisions
Our processes are immature and there
are challenges in comparability and
consistency

There is a need for all South African
companies (not just the small subset at the
top) to better integrate GHG accounting,
management and reporting into their
business processes. Companies who do this
are seeing significant benefit.
Why are top local and global companies
reporting? Simply put, there is a growing
awareness that environmental, social and
governance issues can have as big an impact
on your business as issues traditionally
considered as financial.
For many years companies have been
reporting against the concept of a triple
bottom line: the idea that our businesses
depend on and impact on financial,
environmental and social factors. However,
even John Elkington (the man who coined the
phrase) is talking about this concept as having
run its usefulness.
The triple bottom line is dead! There is only
one bottom line and the idea that social and
environmental issues can have a material
impact on your bottom line and the long term
sustainability of your business is embodied in
the concept of integrated reporting. A more
contemporary way of looking at this is the five
capitals model.1 Of course reporting is merely
the tip of the integrated management iceberg.
Reporting should be an outcome of
management systems designed to gather
1

http://www.forumforthefuture.org/project/fivecapitals/overview

relevant and appropriate data to influence
company decisions and actions. Too many
South African companies apply integrated and
sustainability reporting standards without
thinking about the materiality of the issues
and the data we collect. As a consequence
many South African companies collect a huge
range of information that they do not use for
any purpose other than reporting. This is not
how we should be approaching reporting.
Take the time to identify the issues most
material to your business and gather data that
helps you understand these issues and make
better decisions.
The idea that a company’s fiduciary duty
extends only to its shareholders is being
eroded. Companies have to acknowledge
their impact on and the concerns of a wider
range of stakeholders. This is not about
reporting but an acknowledgement that an
external view of your risks and opportunities
leads to better business. Reporting is merely
one option of several channels within a
communication strategy.
Proper, transparent disclosure enables the
various stakeholders in the market to make
accurate decisions themselves. These leads to
more appropriate allocation of financial
capital, more informed purchasing decisions
and greater customer, supplier and employee
loyalty.
The growing importance of the role of
business disclosure is being recognised as
countries move to mandate GHG disclosure.
Several governments around the world are
requesting companies to disclose
sustainability and GHG information on a
mandatory basis (See the section on
mandatory reporting later in this document.)
The South African government is introducing
mandatory GHG reporting criteria and is also
part of an international government body
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established at the United Nations Conference
on Sustainable Development (Rio+20
Conference), the “Friends of paragraph 47”.
This group of governments is looking to
introduce mandatory sustainability reporting.
Voluntary reporting is a stakeholder
communication exercise. The communication
type and frequency should be appropriate to
the audience and to the materiality of the
issue. As a consequence companies are using
a variety of communication approaches within
a broader stakeholder engagement strategy.
Sustainability or integrated reporting is
merely one channel that is becoming more
focussed over time (driven by materiality and
focussing on fewer stakeholder groups). After
all, local communities, suppliers and
employees are unlikely to read your reports.
By focussing on groups that are unlikely to
read your reports you are diluting the
information required by people who are
interested in reading your integrated reports.
In summary, there are a few trends that are
impacting present day reporting:






Companies are acknowledging that
sustainability factors are as important as
financial factors and are therefore
reporting in an integrated way (integrated
reports). We are moving away from the
triple bottom line and wondering how a
broader set of issues impact the bottom
line.
Materiality is key. Companies are moving
away from managing a huge variety of
issues and are beginning to focus on the
issues most critical to their business.
Reporting is acknowledged as an outcome
of process and not the primary goal. It is
a communication device designed to get
the correct information to the correct
people at the correct time. As a
consequence more than one reporting

channel is being used with integrated
reports becoming more targeted at
specific stakeholder groups (often
investors).
Whatever the current drivers most prevalent
in your business there are two key trends to
watch:
Firstly, the rise of responsible investing and
the role of the investment community is
critical. Asset managers are also concluding
that sustainability issues have a significant
impact on businesses and therefore the
stability and consistent returns of their
portfolio. Therefore the financial community
is taking steps to introduce environmental,
social and governance issues into their
practices.
Internationally there are a number of
movements driving investors and asset
managers to integrate sustainability into
financial decision making (Box 1). These
include:








The United Nations Principles for
Responsible Investment
Responsible Property Investment
The Principles for Sustainable Insurance
Sustainable Stock Exchanges Initiative
The Equator Principles
The Natural Capital Declaration
The Carbon Disclosure Project

“Investor pressure in South Africa is less
significant today but the tipping point is
near.”
FirstRand
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Box 1: Responsible Investment Declarations and Compacts
UN-Principles for Responsible Investment - The United Nations Principles of Responsible Investment
(UN-PRI) are a set of voluntary guidelines established by a network of international investors backed
by the UN. The Principles provide a framework for investors to incorporate environmental, social
and corporate governance (ESG) issues into their decision making processes (http://www.unpri.org).
Code for Responsible Investing in South Africa - Launched in July 2011, the Code for Responsible
Investing in South Africa (CRISA) is a voluntary code that provide South African investors with
guidance and provides checks and balances, to give effect to the King Report on Corporate
Governance South Africa (King III) as well as the UN-PRI. Key to this is integrating sustainability
issues, including ESG, into long term investment strategies. The Code requires institutional investors
to fully and publicly disclose to stakeholders at least once a year to what extent the Code has been
applied (http://www.asisa.co.za/index.php/info-centre/responsible-investment.html).
Responsible Property Investment - Responsible Property Investment (RPI) is the integration of ESG
issues into investors’ decisions regarding real estate. The UN-PRI provide signatories with guidelines
to understand how they can apply the Principles to property assets. These guidelines do not
prescribe new requirements, but aid those wishing to apply the PRI to property
(http://www.unpri.org/property/PWG%20PRI%20report_final.pdf).
The Principles for Sustainable Insurance - Launched at the Rio+20 Conference, the Principles for
Sustainable Insurance provide a framework for the global insurance industry to address
environmental, social and governance risks and opportunities. At the end of 2012 two South African
companies are signatory to these Principles: Sanlam and Santam (http://www.unepfi.org/psi/).
Sustainable Stock Exchanges Initiative - This initiative aims to get stock exchanges to work together
with investors, regulators and companies to increase corporate transparency and performance on
ESG issues and encourage sustainable investment approaches (http://www.sseinitiative.org/).
Equator Principles - The Equator Principles (EPs) is a voluntary credit risk management framework
for determining, assessing and managing environmental and social risk in project finance
transactions. The EPs provide financial institutions, who are signatories, with minimum standards
for due diligence for projects whose total capital costs exceed $10 million. The risk management
guideline and due diligence process applies to all financing deals that could have an adverse effect
on the environment, such as acquisition finance, asset finance and property finance as well as
project finance deals that fall within the defined scope of the Equator Principles. All of South Africa’s
major banks are signatories to the Equator Principles (http://www.equator-principles.com/).
Natural Capital Declaration - Financial sector institutions signed a voluntary declaration at the Rio+
20 Conference demonstrating their commitment to work towards integrating Natural Capital
considerations into their financial products and services. At inception globally 35 financial
institutions are signatories, with Nedbank as the sole South African signatory
(http://www.naturalcapitaldeclaration.org/).
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Carbon Disclosure Project - The Carbon Disclosure Project (CDP), founded as an independent, notfor-profit organisation, annually seeks information on business risks and opportunities presented by
climate change, as well as GHG emissions data from the world's largest companies. Data requests
are sent to companies on behalf of investors representing US$78 trillion (2012) - a significant
amount of capital. In 2012, CDP requested climate change information from the 100 largest South
African companies by market capitalization, based on the FTSE JSE All Share Index
(https://www.cdproject.net/).
“As institutional investors, we have a duty to
act in the best long-term interests of our
beneficiaries. In this fiduciary role, we believe
that environmental, social, and corporate
governance issues can affect the performance
of investment portfolios (to varying degrees
across companies, sectors, regions, asset
classes and through time). We also recognise
that applying these Principles may better align
investors with broader objectives of society.”
UN-PRI preamble
While investor activity is still not a huge driver
of reporting in South Africa, even within the
CDP, it is growing in significance.
The Government Employees Pensions Fund
(GEPF) managing roughly US$1.1 trillion and
at any point own roughly 10% of the JSE are
signatories to the UN-PRI. Being a signatory
to the UN-PRI requires you to integrate ESG
issues into investment analysis and decision
making processes and engagement with
companies. Furthermore it requires
signatories to “seek appropriate disclosure on
ESG issues by the entities in which [they]
invest”.
The GEPF are not alone; there are 40 South
African organisations who are signatories to
the UN-PRI and the number is growing rapidly.
Furthermore there have been a number of
significant changes to local legislation,
principles and guidance.

“The South African regulation 28 to the
Pension Funds Act requires trustees to apply a
responsible investment approach when
deploying capital into markets across all asset
classes. Appropriate consideration must be
given to material Environmental, Social and
Governance (ESG) factors that can affect the
long-term sustainable performance of a fund’s
assets. In addition, the Code for Responsible
Investing in South Africa (CRISA) provides
responsible investment guidance to
institutional investors through 5 principles
and practice recommendations. CRISA is the
first investor code in the world to require the
integration of sustainability considerations
into investment analysis and decision
making.”
David Couldridge, Element Investment
Managers
The second key trend to watch is the future
role of accounting, valuation of and the
dependence on natural capital, epitomised by
the Natural Capital Declaration.
“Factoring natural capital into the bottom line
is about bringing the real wealth of the planet
from the invisible spectrum in order to tip the
balance from degradation towards
sustainable management for communities,
businesses and countries.”
Achim Steiner, UN Under-Secretary
and UNEP Executive Director
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Leading players in the business community
are, through reporting, trying to communicate
new concepts of value. It is hoped this will
lead to enhancing the functioning of markets
through more accurate pricing from better
and more transparent understanding of
externalities. Any market driven measure will
require transparency and appropriate
valuation, contributing to the accurate pricing
of goods and services and minimising the risk
of market failure.
“Due to the lack of the true value of resources
being taken into consideration, we have
ended up with perverse business models that
can result in things such as water intensive
infrastructure being located in areas of high
water stress.”
Trucost, 2012
Markets will continue to play a critical role in
business regulation and market functioning
depends on accurate pricing. Consequently
private and public interest in pricing
externalities will continue to increase. The
global attempt to price carbon is one effort to
incorporate externalities into current pricing
and reflects the importance of individual
companies being able to account for and
report on their GHG emissions.
Who is doing it? As an example PUMA
working with Trucost released an
Environmental Profit and Loss account (EP&L)
in 2012. An EP&L places a financial value on
environmental impacts across the value chain.
Puma found that they had a natural capital
impact of €145 million with only €8 million in
their direct operations. The vast majority of
impact (€83 million) was in their tier 4
suppliers (predominantly primary
commodities from agriculture and farming).
They discovered some surprising things. The
input material with the biggest potential risk
turned out to be leather. This has lead Puma

to investigate leather alternatives that have a
lower environmental impact.2
Does Puma think this was a valuable exercise?
Francoi-Henri Pinault, Chairman and CEO of
PPR (the managing company of Puma and
brands like Gucci, Alexander McQueen and
Yves Saint Laurent) thinks it does. “We are
confident that this type of innovative,
sustainability-driven approach will ultimately
generate new business revenues from
sustainable products and services and create
new business models for us.”
Understanding and reporting your direct and
indirect natural capital dependencies will help
you to understand future cost inflation
sources and manage your risk appropriately,
while improving market transparency to your
benefit (with investors and customers alike).
This understanding will lead to altering the
way you think about your business and its
supply chain, causing you to more closely
interrogate your strategy and potentially
change your business model.
Are external prices all going to be internalised
in the next few years, clearly not – although in
the short to medium term there are clear
signs that some of the un-priced value
regarding water use and climate change will
be priced in. We need to collectively start
considering how our dependency on natural
capital and the impact of externalities on
pricing will affect our businesses and
communicate this impact through integrated
reporting. This is the ultimate example of the
integration of sustainability and financial
accounting and reporting.
This kind of re-valuation is also filtering into
the thinking of governments and policy
setters. In February 2008, the President of
2

http://about.puma.com/wpcontent/themes/aboutPUMA_theme/financialreport/pdf/EPL080212final.pdf
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France, Nicholas Sarkozy, formed a
“Commission on the measurement of
economic performance and social progress”.
Headed by economic heavy weights, such as
Joseph Stiglitz, Amartya Sen and Jean Paul
Fitoussi, the commission released a report
identifying the limits of GDP as an indicator of
economic progress and to identify alternate
data sources and indicators of economic and
social progress.3
“The kind of civilisation we build depends on
the way we do our accounts, quite simply
because it changes the value we put on
things.”
Nicholas Sarkozy (March 2012)
Is reporting all that important in these
processes? David Blood and Al Gore in their
book Sustainable Capitalism think so. They
list five things they think are critical to
transformation, second on their list is the
need for Governments to: Mandate
integrated reporting.
In conclusion, more companies are realising
that environmental, social and governance
issues can have material impacts on their
business. In response to stakeholder pressure
and with the desire to communicate the value
they are realising these companies are
expanding the scope of their reporting.
Producing reports that reflect how
sustainability issues are being integrated into
the business and ultimately their bottom
lines. Given the future pressure to be applied
by (amongst others) the financial community
and the challenge posed by alternate
valuation models we should see this practice
increase. Within this broader context, climate
change and GHG accounting is an issue high
on the agenda of many businesses and
Governments and is the dominant subject of
the remainder of this report.
3

http://www.stiglitz-sen-fitoussi.fr/en/index.htm
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Box 2: Key processes to watch
GRI G4 review - The Global Reporting Initiative (GRI) guidelines are one of the most widely used
guidelines for sustainability reporting. The fourth generation of Sustainability Reporting Guidelines
(G4) is now being developed and is expected to be launched in May 2013. As the landscape of
sustainability reporting is continuously evolving, the G4 will introduce new concepts, trends and
tools, and requests, particularly focusing on non-financial data (https://www.globalreporting.org).
International Integrated Reporting Council - The International Integrated Reporting Council (IIRC)
has brought together world leaders from the corporate, investment, accounting, securities,
regulatory, academic, civil society and standard-setting sectors to develop an integrated approach to
reporting. Integrated Reporting, aims to address the growing need for a wide range of factors to
determine the value of an organisation. It builds on the foundations of financial, management
commentary, governance and remuneration, and sustainability reporting in a way that reflects their
interdependence. The IIRC released a draft integrated reporting framework in July 2012
(http://www.theiirc.org/).
IRC - It is also worth reading the Integrated Reporting Committee (IRC) of South Africa’s “Framework
for Integrated Reporting and the Integrated Report” discussion paper released in January 2011. The
framework provides practical guidance on integrated reporting practice in South Africa, using a
principle based approach. The paper identifies suggested elements to be included in the integrated
report with the aim of meeting these objectives and principles
(http://www.sustainabilitysa.org/IntegratedReporting/TheIntegratedReportingCommitteeIRC.aspx).
ISO Standard Setting - ISO (International Organization for Standardization) is the world’s largest
developer of voluntary International Standards and is made up of representatives from national
standards bodies, including the South African Bureau of Standards. The ISO 14064 is a three part
standard that provides businesses and governments with tools to quantify, report and verify GHG
emissions. It includes requirements for the design, development, management, reporting and
verification of an organisation's GHG inventory (http://www.iso.org/iso/home/news_index/iso-inaction/sustainable_development.htm).
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Our case study subjects

“For Exxaro disclosure on carbon emissions
has rapidly moved from being voluntary to
vital for the company’s sustainability”
Willem van der Merwe, Technology
Manager: Water and Energy, Exxaro
Company profile
Exxaro is a diversified South Africa-based
mining group with assets in coal, base metals
and mineral sands. Exxaro is the secondlargest South African coal producer and the
third-largest global producer of mineral sands.
The company is listed on the JSE’s Top 40
index and is one of the best-performing
constituents of the JSE’s SRI index. Exxaro has
been voluntarily participating in the CDP since
2008, and is a leader in the Carbon Disclosure
Leadership Index (CDLI), scoring 100 in 2012.
The company has been in the CDLI for three
consecutive years.

GHG reporting methodology
Exxaro uses a combination of the Greenhouse
Gas Protocol: A Corporate Accounting and
Reporting Standard, Corporate Value Chain
(Scope 3) Accounting and Reporting Standard,
ISO 14064-1 and the United Kingdom’s (UK)
Department for Environment, Food and Rural
Affairs (Defra) Voluntary Reporting
Guidelines.
Organisational boundary - Operational
control
Operational boundary
Exxaro reports on scope 1, scope 2 and scope
3 (6 categories) emissions.
Scope 3 categories:
 Business travel
 Employee commuting
 Waste generated in operations
 Purchased goods and services
 Use of sold products
 Upstream transportation and distribution

Emissions over time
3 000 000

metric tonnes CO2e

2 500 000
2 000 000
1 500 000
Scope 2 emissions

1 000 000

Scope 1 emissions
500 000
0
Base year Jan - Dec 2010 Jan - Dec 2011
Jan - Dec 2009
Figure 2: Exxaro’s GHG emissions from 2009 – 2011
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Verification
Verification/Assurance approved for scope 1,
scope 2 and scope 3 emissions
Energy and Carbon Management Framework
Exxaro is recognised as a leader in climate
change reporting, as a result of its fully
integrated climate change strategy. To ensure
an effective response to energy and carbon
related risks in Exxaro’s businesses, an Energy
and Carbon Management Framework was
developed in 2009 and finalised in 2010. The
implementation of this framework is managed
as an integrated programme across multiple
functions, across all operations, and is
monitored and driven by a steering
committee with executive level
representation. The framework is monitored
against energy efficiency and emission
reduction targets aiming at a 10% reduction
by the end of 2012 (from 2009 levels).

As part of Exxaro’s Climate Change Response
Strategy and Energy and Carbon Management
Framework, Exxaro, in a joint venture with
Tata Power, established Cennergi, which
focuses on greener power production to
contribute to lowering carbon emissions and
driving sustainability. Cennergi aims to be a
leading cleaner energy Independent Power
Producer (IPP) in South Africa and are
planning wind and solar projects across the
country, as indicated in Figure 3 below.
“The use of lower emission energy will
reduce the future costs that will inevitably be
associated with fossil fuels through the
application of carbon pricing.”
Investor CDP 2012 Information
Request, Exxaro

Figure 3: Solar and wind energy plans for Cennergi
(http://www.cennergi.com/about-cennergi/what-we-do/)
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GHG reporting methodology

“Sound corporate governance practices
position FirstRand to take early action on
emerging opportunities related to climate
change”
Climate Change Statement, FirstRand
Group, August 2010

FirstRand uses the Greenhouse Gas Protocol:
A Corporate Accounting and Reporting
Standard (Revised Edition), Corporate Value
Chain (Scope 3) Accounting and Reporting
Standard and the Defra Voluntary Reporting
Guidelines to guide its reporting.

Company profile
FirstRand Bank Limited (FirstRand) is one of
the largest financial institutions in South
Africa. FirstRand is an integrated financial
services group providing a comprehensive
range of products and services to the South
African market and niche products in certain
international markets. FirstRand is also a
leader in GHG reporting in the country and
has been a reporter to the CDP since its
initiation in 2007. Furthermore FirstRand has
been in the CDLI for three consecutive years
and has also scored an A in the Carbon
Performance Leadership Index (CPLI) in 2012.

Organisational boundary - Operational
control
Operational boundary
FirstRand reports on Scope 1, Scope 2 and
Scope 3 (two categories) emissions.
Scope 3 categories:
 Business travel,
 Purchased goods and services

Emissions over time
400000

metric tonnes CO2e

350000
300000
250000
200000

Series2

150000

Series1

100000
50000
0
Base Year
Jul 2007 Jun 2008

Jul 2008 Jun 2009

Jul 2009 Jun 2010

Jul 2010 Jun 2011

Jul 2011 Jun 2012

Figure 4: FirstRand’s GHG emissions from 2008 - 2011
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Verification
Verification/assurance approved for Scope 1
and Scope 2 emissions.
Cost savings through emission reduction
initiatives
FirstRand set an initial target of an 11 %
reduction of emissions from operations from
a 2008 baseline by 2012 and an absolute
emission reduction target of 20% by 2020. In
2011, by addressing mostly energy efficient
initiatives that are low cost and have short
payback periods, FirstRand exceeded its 2020
target and also reported a savings of
37 795 571 kWh and R34 218 980 from July
2011 – June 2012. Total capital investment to
date in energy efficiency initiatives has
resulted in an expenditure of R30 807 233
from 2008, which is lower than the 2012
savings. While their absolute total emissions
have increased annually due to the inclusion
of more branches/buildings into the sample
and a 5% increase in employees annually,
total emissions per full time employee has
decreased by 3% and total emissions per
square meter has decreased 7% in 2012. This
has been accomplished through interventions
such as installing and improving building
management systems, lighting retrofits,
replacement of heating, ventilation, and air
conditioning (HVAC), switching off water
heating in bathrooms, replacing or modifying
equipment to increase efficiency and through
promoting electronic statements to clients.
Targets have now been revised and aligned
with the national target of a 34% reduction in
emissions by 2020.

“A savings of 37 146 939 kWhs and R19 254 181 in electricity costs was achieved through
FirstRand’s energy efficiency initiatives in 2011”
CDP 2012, Investor CDP 2012 Information Request, FirstRand
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in 2012 and being in the CDLI for three
consecutive years.
GHG reporting methodology
“Gold Fields’ CEO has set a target that all
new projects must have at least 20% of their
energy sourced from alternative sources of
energy other than fossil fuels”
CDP 2012, Investor CDP 2012
Information Request, Gold Fields

Gold Fields uses the ISO 14064-1, the
Greenhouse Gas Protocol: A Corporate
Accounting and Reporting Standard (Revised
Edition) and the Corporate Value Chain (Scope
3) Accounting and Reporting Standard.
Organisational boundary - Operational
control

Company profile
Gold Fields is a significant unhedged producer
of gold with attributable annualised
production of 2.1 million gold equivalent
ounces from six operating mines in Australia,
Ghana, Peru and South Africa. On 1 January
2013 it unbundled and separated its South
African legacy mines KDC and Beatrix into a
new company, Sibanye Gold. Gold Fields also
has an extensive and diverse global growth
pipeline with four major projects in resource
development and feasibility. Gold Fields
vision is “To be the global leader in
sustainable gold mining” and the company is a
“recognised leader in the mining industry in
dealing with carbon-related issues”. Gold
Fields has excelled in climate change
mitigation initiatives, reporting to the CDP for
five consecutive years, scoring an A in the CPLI

Operational boundary
Gold Fields reports on scope 1, scope 2 and
scope 3 (eight categories) emissions.
Scope 3 categories:
 Purchased goods and services
 Fuel- and energy-related activities (not
included in scope 1 or scope 2)
 Upstream transportation and distribution
 Waste generated in operations
 Business travel
 Employee commuting
 Downstream transportation and
distribution
 Use of sold products

GHG emissions over time
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Figure 5: Gold Fields’ GHG emissions from 2007 – 2011
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Verification
Verification/Assurance approved for scope 1,
scope 2 and scope 3 emissions.
Cost savings through emission reduction
initiatives
In March 2012, Gold Fields launched its global
Energy and Carbon Strategy, to ensure
business success and sustainability in a carbon
constrained future. The strategy provides a
framework for the inclusion of carbon and
climate change-related issues into business
planning models and decision making
processes throughout the company. It guides
how Gold Fields’ sources their energy,
consumes energy and drives energy efficiency
initiatives.
An example of an energy efficiency initiative is
the Beatrix Methane Capture and Flaring
Project, which has been registered as a Clean
Development Mechanism project with the
United Nations Framework Convention on
Climate Change (UNFCCC). In the
underground workings of the Beatrix Mine
methane gas is captured at source and is
conveyed via pipes to where it is flared. The
project has an emission reduction potential of
approximately 253 329tCO2/year and an
estimated total income from carbon credits of
R10 million – R30 million depending on the
price of CERs.

Gold Fields is “the first gold mining company in the world to utilise CERs, and have set
the scene for the use of carbon credits to fund other greenhouse gas and energysaving projects at Gold Fields.”
Sustainability Report 2010, Gold Fields
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The case study narrative
“Exxaro recognise that communication, both
internal and external, plays a critical role in
elevating the climate change and energy
agenda.”
Willem van der Merwe,
Technology Manager: Water and
Energy, Exxaro

that you are able to use these stories to start
much needed discussions within your
organisation.
The text is divided into four broad categories:
the benefits of voluntary reporting, early
barriers and solutions, mature barriers and
solutions and future concerns.

This report does not pretend to be exhaustive.
Nor is our approach particularly scientific. We
have set out to communicate the stories of a
few companies with different ownership
structures, from different industries and who
operate in different operating regions. The
three companies are all large entities with
strong histories of good reporting. The
narrative you read here is built up from
conversations with each company, through
review of their public disclosures and tested
against our own experience as practitioners in
this space. It is not their entire story but
merely extracts of common themes based on
our conversations with them.

The benefits of voluntary reporting:

What was interesting in our explorations is
how much of their stories overlapped. As a
consequence, instead of illustrating separate
experiences we felt it would be useful to
highlight the common themes expressed. We
hope that this narrative approach will be
more readable and tell a more coherent story.
A story that will help explain the common
elements of each company’s journey. Where
appropriate we have supplemented this
narrative with direct quotes from
interviewees.

This was contrary to our expectations. We
thought that cost drivers would be
paramount. However each company listed
cost as a significant benefit but one that only
accrued later in their process. This is possibly
because you need data supported by an indepth understanding of technology options to
effectively implement cost reductions.
Furthermore, companies identified market
incentives, particularly those introduced by
Eskom’s Demand Side Management
programme to have been a key financial
enabler of early technology adoption. Finally
the companies reported that energy and
climate initiatives started out independently
of each other. Initially energy efficiency was

It may be that you don’t experience these key
findings, or even that you disagree with some
of the views expressed. The key issue for us is

The benefits of voluntary reporting evolve
with time, although not in the sequence we
expect
Initially companies engage in GHG accounting,
management and reporting to satisfy
reputational drivers. Some engage because
they believe it’s the right thing to do. Over
time, particularly if you are participating in a
structured programme (like the CDP), the
prominence of risk and opportunity as a driver
increases. For mature organisations,
especially in these economic times, cost
management is a key driver.
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located in operational structures (like
facilities) and climate change was managed in
sustainability teams. Learning over time, and
the realisation that these two functions are
closely linked, necessitated structural changes
to bring the two together.
It is most likely that this later realisation of
cost reduction benefits is linked to improving
data collection and management. The varying
quality of data within and across companies
makes benchmarking difficult. It is therefore
difficult to establish investment criteria and to
set targets early on in the journey.
These experiences are described by early
adopting companies, companies that have
been managing their GHG emissions and
energy efficiency for many years. It may be
that fast followers can get the benefit of these
insights earlier. Cost savings are clearly a
significant potential benefit and could
supersede other drivers if you rely on the
experience of others.
“Separate GHG reporting allows a
comprehensive overview - enhancing strategy
and anticipating risks and operational
challenges.”
FirstRand
“From an opportunities perspective having
good GHG reporting gives us credibility in the
market. When looking to access credit lines
from international Development Finance
Institutions (DFIs) and when implementing the
Equator Principles.”
FirstRand

“Our initial GHG management efforts were
driven by strategy, particularly efforts to
manage energy security. Energy management
was happening in a separate part of the
business driven by cost and the Energy
Efficiency Accord.”
FirstRand
“Cost saving has not been the focus up until
now with risk management and
environmental integrity being the key drivers.”
Exxaro
“Opportunity was an early driver for us. Our
CDM project generates real revenue and our
lower cost base enables us to be more
competitive in the market.”
Gold Fields
“We have come to understand some of the
impacts of climate change on our
infrastructure planning – for example we need
to overdesign our infrastructure (like tailings
dams) to withstand much more intense, more
frequent weather events.”
Gold Fields
Voluntary systems are setting companies up
to deal with mandatory systems
Voluntary systems typically require a
consideration of broader criteria than
mandatory systems. Voluntary processes
drive important understanding of risk and
opportunity, influencing strategy. Companies
who have experience in voluntary
programmes find that the predominantly data
requirements of mandatory systems are
already integrated into their management
systems. Therefore they can make the
transition with greater ease and at lower cost.
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“While compliance with mandatory systems
might require some extra work and possibly
some additional manpower our experiences in
Australia show that we are set up to make the
transition.”
Gold Fields
Early stage barriers and solutions
The role of leadership is critical
If we are to meaningfully account for,
measure and manage GHG emissions the
potential organisational changes are
significant. Systems may need to be
redesigned, an understanding of climate
change and GHG emissions need to be
integrated into risk identification and decision
making bodies and the company strategy may
need to be altered. At the very least you will
have to rely on your colleagues to help you
identify data sources, gather data and ensure
its veracity. You cannot effectively go it alone.
The role of leadership is critical and
disinterested leadership is the first barrier to
overcome. All of the companies interviewed
identified committed, informed and active
leaders as fundamental to their success.
“Our CEO personally reads every page of our
CDP submission and therefore understands
what is expected of the organisation to make
real changes.”
FirstRand
“Having a leader that knows the subject and
that can be an advocate in the market is a
blessing.”

validate data. Companies all start out with
Excel based approaches with low levels of
internal validation and move towards bespoke
systems integrated with their Enterprise
Resource Management systems. Why gather
information on energy expenditure again
when your SAP system already has it?
Partly this conversion process is necessitated
by initial internal resistance. Early on Excel
and your own efforts will be needed as
internal cooperation is building. As your
organisation adapts to the need for and the
importance of GHG data, increased
cooperation and goodwill will allow for larger
system implementation.
Larger system implementation reduces the
cost of data gathering and integrity measures,
releasing staff to manage the consequences of
climate change and making more regular
information available to drive internal
decision making and accountability.
Integration is however not limited to systems
and integration into HR (skills acquisition and
training), risk management, compliance, and
line management of SHE is a huge enabler.
The idea is to have existing functions enhance
their current processes to include climate
change and GHG accounting, management
and reporting.
Use your existing performance processes at all
levels within the organisation. A key factor is
integrating GHG related performance
measures into executive and operational
score cards. This really drives behaviour
change.

Gold Fields
Integration
This challenge is particularly prominent when
considering systems to collect, manage and
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“Integrating into existing Enterprise resource
planning (ERP) systems makes life a lot easier
and produces more reliable data. Effective
training is a key component to getting
integrated systems working properly.”
Exxaro
“Systems integration moves quickly from a
challenge to an enabler.”
Exxaro
“You do need to pin down your processes
manually before attempting integration with
systems.”
FirstRand
“As integration requires individuals to add
GHG data management to their day jobs you
need a combination of good will and including
this in job requirements. You should not
however just rely on asking favours.”
FirstRand
“Discussing and integrating these issues with
the risk and audit committee(s) is a good
instrument to create awareness.”
FirstRand
“Our integrated system allows active
management, not gathering data just once a
year. This means we can incorporate KPIs
more easily into senior management targets.
Ultimately reporting has become easier not
more difficult. Ideally we want to move to
real time data and energy management.”
Gold Fields

Having a climate change strategy is an
important tool to drive change and
integration
A core component of leadership messaging is
the company strategy. While a separate
climate change or GHG strategy is a useful
starting point the ultimate goal is a single
company strategy that includes climate
change, energy and GHG management.
A strategy is a guiding document that helps
unite the organisation in purpose. If that
purpose includes GHG accounting,
management and reporting your job will be
that much easier.
“A strategy encompassing climate change is a
critical starting point.”
Gold Fields
The Carbon Disclosure process is extremely
valuable
The measurement and management of GHG
emissions is only a small part of the problem.
Truly effective climate change and energy
programmes need to consider how climate
change and energy dependency impact the
risks their companies are exposed to. They
identify opportunity for greater revenue
streams and integrate into strategy and
governance processes. They lead to
opportunities to reduce the cost base
ultimately making your company relatively
more competitive in the market.
This is a pretty daunting task and not easily
achieved without some guidance. All of the
companies identified that the CDP provides a
well-structured set of questions that leads you
through appropriate steps in an impactful
sequence. The process of responding to a
CDP questionnaire is valuable in itself. This
view is backed up by CDP data itself where(in
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2012) 13 companies who are not formally
requested to respond to the CDP completed
the questionnaire. This is over 10% of the
formal sample.
The high profile and quantitative nature of the
annual CDP report is also an important
internal communication tool. Explaining why
your company performed in the way it did
(relative to its peers) is a good opportunity to
get one-on-one time with leadership, aligning
them with your efforts. Furthermore the
questions asked by the CDP require
integration and the consideration of strategy all tasks that need to be championed by
leadership.
“The CDP provides a great starting point to
GHG management. It asks the questions you
need to answer and assists in identifying data
sources and gathering data.”
FirstRand
“The CDP is a great awareness driving tool – it
drives good process by asking critical
questions (especially of audit). The CDP
provides structure and the connection to
strategy.”
Exxaro
“The CDP has helped us on our journey of
understanding, from carbon efficiency to
integrating into our business strategy.”
Gold Fields
Good data will not come overnight
Data will be fairly variable for the first 3 years
and then becomes quite consistent. This is
because you are getting to grips with
measurement approaches and boundary
definitions. Typically companies increase
their emissions against their first year of
measurement as they expand their

boundaries and understand their emissions
sources (scopes) better. Only once you have
stabilised your GHG footprint will you be able
to see reductions based on implementation.
The companies interviewed suggest that it
takes 2-3 years to get a complete inventory.
In the context of a proposed mandatory
system being introduced in 2014 (where
tolerance for inaccuracies and assumptions
will be low) it makes sense to start now. In
that way you can get the difficult lessons out
of the way before you engage with a
mandatory system.
“It takes 2-3 years to get a grip on your GHG
footprint.”
FirstRand
“You are not going to get it done in one year.
It’s a learning journey. Our footprint and
processes have been fairly consistent for the
last three years but we still find gaps and are
still increasing our skills.”
Gold Fields
Global standards like the WRI/WBCSD GHG
Protocol help overcome early practical
challenges
How do you define your organisation’s
boundary? Where do you get emissions
factors? How do you communicate
internally?
Many of these barriers are overcome by the
use of international standards. CDP data
shows the WRI/WBCSD GHG Protocol: A
Corporate Accounting and Reporting Standard
(Revised Edition) and the Corporate Value
Chain (Scope 3) Accounting and Reporting
Standard to be the most commonly used
standard in South Africa and the companies
interviewed confirmed that this is the
standard they use. Use of the standard helps
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to simplify and explain some of the complex
issues. A common language enables
comparability and benchmarking.
Furthermore a commonalty of language
enables internal discussions and contributes
to breaking down critical internal resistance to
change.

house expertise can help select and manage
the service provider and cause the transfer of
skills from consultant to organisation to be
more effective. However, it must be noted
that some companies prefer to outsource
their reporting as it is sometimes cheaper
than doing it with internal staff.

There are however challenges that remain,
even among mature reporters, relating to a
consistent application of the protocol –
especially in relation to boundary setting.

“You need a combination of strong leadership
and bottom up skills.”

“The GHG Protocol guidance is helpful in
driving consistency and comparability.”

“We use local consultants across our
operating regions to help bring in countrylevel climate change, energy and GHG
knowledge into our businesses.”

FirstRand
“The GHG Protocol is an extremely useful
document and the WRI are approachable and
engaging. There is a significant benefit in
being able to standardise across entities and
the common language helps to break down
internal barriers quicker.”
Exxaro
An early challenge is building internal skills
Most companies use consultants to bridge the
early gap between the required internal skills
and the skills you have. Consultants bring
expertise and previous learning. They know
where to find data and conversion factors and
understand typical early challenges. They can
provide help from a perspective of data,
controls and processes.
However, the companies interviewed
indicated that you can’t rely exclusively on
external services. A consultant will not be
likely to have the same insight about your
business as you do and may not have the
internal support to get the information they
need. Partnering with a service provider
where you have the support of in-house
expertise is the recommended model. The in-

Exxaro

Gold Fields
Internal communications and change is
critical
Do everything you can to improve internal
communications. This takes time, particularly
in large organisations. It takes time for the
organisation to get to know you and for you
to fully understand the organisation.
Developing trust is important as you will need
the support of many and varied groups within
your business if you are to consistently gather
high quality data and to integrate GHG
accounting, management and reporting into
existing systems and processes.
“Internal communication is slow in large
organisations. It takes time to get to know
the organisation and for them to learn that
you exist.”
FirstRand
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“Awareness internally is a challenge and a key
process. Resistance needs to be broken down
and it takes time and commitment from
leadership.”
Exxaro
“A significant early barrier is getting to know
the big, complicated organisation. What
information do you need? Where do you get
it? Who do you have to deal with? Who in
the divisions can get you the most accurate
data quickly? Initially you focus on the big
ticket items and then refine your processes
over time.”
FirstRand
“There are still routine things that need to be
done each year: internal stakeholders need to
made aware of requirements, governance
processes and consequences.”
FirstRand
Mature barriers and solutions
As reporting matures emphasis on external
support shifts to assurance and verification

Key to this process is the transfer of skills from
your external assurance provider to your
internal audit teams. Assurance costs can be
reduced and data errors more easily and more
regularly spotted if your internal audit teams
play an active role in supporting the assurance
of GHG data.
Companies stand to benefit from this
sequential process of using external
consultants to build internal GHG accounting,
management and reporting skills (particularly
in line management and sustainability teams).
They then enhance that benefit by using
assurance providers to build the skills of
internal audit and other governance
processes, ultimately decreasing their reliance
on external service providers. The need for
external, third party assurance will always
remain and so this input will never be zero.
“The role of internal audit to strengthen
internal processes should not be
underestimated. It does however take time to
build these skills into your internal audit
teams.”
FirstRand

As you establish reliable processes to measure
and report GHG data and as you become
more familiar with the topic, your need for
regular consultant support will diminish.
However, at the same time the growing
internal awareness of the risks and
opportunities posed by climate change and
energy efficiency will place greater emphasis
on the accuracy and completeness of the
data. As a consequence the type of external
support needed will shift to assurance
providers. These organisations are able to
provide advice and support on making
processes and controls more effective
allowing you to place greater reliance on your
data.

Value of verification
Verification provides comfort to your
stakeholders that you take climate change
and energy efficiency seriously. It also has the
implication that you are making decisions
based on sound data.
It is therefore not just about the reputation
enhancement of having data verified.
Improvements in process and controls lead to
more reliable data. The alignment to existing
ERP and financial systems reduces the
redundancy in the system.
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“There is significant value in an external,
experienced, professional organisation adding
their expertise to the accuracy of your data
and the relevance of your processes. It’s a
fundamental part of change management.”
FirstRand
As reporting matures companies recognise
the risk and opportunity outside the borders
of their organisation
As organisations mature the challenges faced
also shift. Early challenges of skills and
availability of data give way to understanding
the complexity of scope 3 emissions. In other
words, emissions in your value chain that you
do not necessarily control but may only be
able to influence. This requires stakeholder
engagement and collaborative skills.
“Supply chain awareness is not hugely
weighted yet but we anticipate it will be in the
future. There is a huge range of Scope 3
options – you should focus on only the
categories that bring you a business benefit
and where you have an influence.”
FirstRand
Future challenges
It becomes difficult to maintain performance
It’s easy to implement the quick wins.
Introducing a few well established
interventions will help you show initial
reductions and cost savings. However as time
goes by getting further reductions will require
more sophisticated and potentially more
costly interventions. Scoring consistently well
on CDP indexes may become more difficult,
decreasing reputation as a prominent driver
of activity.
As a consequence you will need more
sophisticated systems and better data to keep

driving improvements. The dream is to move
to real time data allowing for real time
responses (not quarterly or annually as is
likely the case now).
Clear pricing signals from carbon pricing
systems and increasing energy prices will
increase the significance of cost as a driver
Increased cost will make more projects viable.
On the other hand not managing GHG
emissions and energy utilisation in the face of
increasing costs could critically erode profit
margins.
“A carbon tax, when clearly defined and
articulated, will move from a risk to a driver.
Clear price signals will enable a greater scope
of GHG efficiency projects.”
Gold Fields
There is a movement over time from quick
wins to longer investment periods
As externalities get priced in and awareness of
climate change and energy efficiency as a
strategic risk increases there will be a move to
projects of greater payback periods. This is a
challenge to most organisations that have
entrenched investment processes that
typically prescribe very short payback periods.
Internal attitude and process changes are
needed to achieve GHG and energy efficiency
at scale.
We made initial progress by addressing the
low hanging fruit with payback periods of two
years. Now we have moved to payback
periods of six to seven years and we believe in
future we will have to turn our attention to
projects with longer payback periods (10 to 20
years)
FirstRand
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Box 3: The WRI MAPT Programme and NBI local implementation
The WRI runs a Measurement and Performance Tracking (MAPT) project in selected developing
countries globally. MAPT is a multi-country, multi-partner project that aims to assess, build and
support national capacities in the design and implementation of measurement and tracking systems
and tools to meet domestic goals. The Industry component of the MAPT initiative aims to
strengthen the capacity of businesses to measure their GHG emissions in order to manage them
better.
The NBI are the local implementation partner. Our local vision for the MAPT project rests on four
pillars:
1. Capacity building. Holding regular training sessions on the GHG Protocol: A Corporate Accounting
and Reporting Standard (Revised Edition) and the Corporate Value Chain (Scope 3) Accounting and
Reporting Standard.
2. Standardising reporting through guidance on boundary setting and the consistent use of
conversion factors. Where possible to localise critical emissions factors.
3. Technical support of Government in their efforts to establish an M&E system. The intention is to
minimise the impact of a mandatory system through sharing the learning of companies who have
been participating in voluntary systems.
4. Driving activity in GHG accounting, management and reporting, especially outside the JSE 100,
through communication of existing experiences and building the business case for GHG accounting.
This publication is the first exploration in this area.
To provide us with feedback on the usefulness of this document and to make recommendations on
future approaches or if you have any queries about participating in the above please contact Zarina
Moolla on moolla.zarina@nbi.org.za.
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The context for mandatory reporting
“While voluntary systems have different
drivers they have set us up to comply. We
have the systems in place and are not
concerned about mandatory requirements.”
Jan du Plessis,
VP for Climate Change, Goldfields
Internationally, recent trends show that there
is a growing interest in mandatory reporting
with governments around the world moving
to implement mandatory sustainability and
GHG reporting schemes.
Mandatory GHG reporting is driven by a
number of factors, some of which are:








to encourage companies to reduce their
GHG emissions
to facilitate investors access to this
information4
to support emission trading schemes or
carbon tax schemes
as a complement to national climate
change policies or to inform policy and
legislation
to refine national GHG inventories
to report to the UNFCCC to provide a
broader picture of global emissions or to
adhere to multilateral agreements

A few countries have begun to require
mandatory GHG emissions reporting of
companies, for example Australia, Canada,
France, Japan, Republic of Korea, United
Kingdom and USA, and this is expected to
increase. This trend requires and shows a
global convergence regarding measurement
practices and terminology. However, there
are also some elements that are country-

specific and are driven by national policies,
such as the scope of schemes, reporting
requirements and assurance levels. Most
government GHG reporting schemes mainly
ask companies to report GHG emissions, while
some schemes invite companies to report on
emission reduction targets and other climate
change related information.5 Box 4 provides
you with an overview of current mandatory
reporting systems in various countries and key
drivers to these initiatives.
There are also some bilateral and multilateral
agreements that countries enter into to
promote mandatory reporting. One of those
is the Friends of Paragraph 47 group that was
established at the Rio+20 Conference. The
group was originally formed by South Africa,
Brazil, France and Denmark to investigate
corporate sustainability reporting (paragraph
47 of the Rio+20 outcome) and focuses on
integrating sustainability reporting into
corporate reporting cycles. The Group’s
vision is “Corporate transparency and
accountability are key elements of a wellfunctioning market economy, and enhance
the private sector’s contribution to
sustainable development” and their
conviction is “that the role of Governments is
essential to foster a culture of corporate
transparency”. Requesting companies to
report their GHG emissions is an initial step to
attain corporate transparency. 6

5

Kauffmann C, Cristina TL
and Teichmann D (2012), “Corporate
Greenhouse Gas Emission Reporting: A
Stocktaking of Government Schemes",
www.oecd.org/daf/investment/workingpapers
6

4

http://www.defra.gov.uk/environment/economy/
business-efficiency/reporting

http://www.unep.org/resourceefficiency/Business
/SustainableandResponsibleBusiness/Reporting/Fri
endsofParagraph47/tabid/105011/Default.aspx
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Box 1: Examples of mandatory Government climate change reporting schemes
(Adapted from Kauffmann et al, 2012 and www.oecd.org/daf/investment/workingpapers)
In Australia (October 2009), under the National Greenhouse and Energy Reporting (NGER) Act 2007,
corporations emitting more than 125 000 tonnes CO2e per annum started to report their energy and
greenhouse gas emissions to the Government. The NGER Act is driven by the need for accurate
reporting for the emissions trading scheme, to inform government policy formulation and to meet
international reporting obligations. One of Australia’s key successes has been in standardising
methodologies across the country (www.cleanenergyregulator.gov.au/National-Greenhouse-andEnergy-Reporting/Pages/default.aspx).
Canada emphasises that accurate tracking and reporting of GHG emissions is essential for measuring
the performance of the country, hence under the Canadian Environmental Protection Act of 1999, all
facilities that emit 50 000 tonnes or more of GHG have since 2004 been required to report their
emissions. According to Environment Canada, providing a more precise picture of emissions enables
the development, implementation and monitoring of climate change and energy policies and
strategies (http://www.ec.gc.ca/ges-ghg/default.asp?lang=En&n=040E378D-1).
In France GHG reporting was made mandatory under the Law “Grenelle II”, which requires
companies with more than 500 employees to report their GHG emissions, as well as outline their 3year emission reduction plan. The main driver for implementing this is France’s long-term goal of
achieving a 75% reduction in GHG emissions below 1990 levels by 2050.
In 2006 Japan introduced mandatory GHG reporting under the “Law Concerning the Promotion of
the Measures to Cope with Global Warming”. Prior to this businesses were already reporting their
energy consumption under the under the “Law Concerning the Rational Use of Energy”. The aim of
mandatory reporting in Japan is to encourage businesses to address GHG mitigation by requiring
them to accurately measure their emissions. By publishing emissions data, the government also
expects to drive emission reduction strategies. In 2009, over 11 000 enterprises reported their CO2e
emissions under the mandatory GHG Accounting and Reporting System, accounting for about half of
the total emissions of Japan (http://www.japanfs.org/en/pages/026377.html).
The Republic of Korea is the first among the non-Annex I countries to stipulate detailed guidelines
about company GHG and energy target management system. This is enacted through the Basic Act
on Low Carbon Green Growth 2010. At present 468 (set to increase with time) companies are
required to report their emissions and are also expected to set emission reduction and energy saving
targets (http://eng.me.go.kr/board.do?method=view&docSeq=9168&bbsCode=new_infocus).
At the Rio+20 Conference, the UK announced that, starting in 2013, all businesses listed on the
London Stock Exchange will have to report their global and local GHG emissions. The UK is the first
country to make it compulsory for companies to include emissions data for their entire organisation
(as opposed to focussing on local emissions or specific facilities). Through this initiative the UK aims
to increase transparency, enabling investors to see how companies are managing their carbon
liabilities (http://www.defra.gov.uk/environment/economy/business-efficiency/reporting).
In 2009, the US Environmental Protection Agency finalised the Mandatory GHG Reporting Rule.
Facilities that emit 25 000 metric tons or more of GHG emissions per year are required to submit
annual reports to EPA. The reporting programme aims to identify where GHG emissions are coming
from, so that informed policy, business, and regulatory decisions can be made. Around 6 200
entities reported data in 2010 under the GHG Reporting Program, covering roughly 80% of total US
GHG emissions (http://www.epa.gov/ghgreporting/index.html).
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South African context
Driven by the National Climate Change
Response White Paper (2011), which makes
provision for mandatory reporting of
emissions for emitters of more than 0.1Mt
GHG per annum, the South African
Government is developing mandatory GHG
reporting requirements. This will be
accomplished through an online GHG
emission reporting system forming part of the
National Atmospheric Emission Inventory
component of the South African Air Quality
Information System (SAAQIS). Concurrently
the Department of Energy’s Regulations on
the Mandatory Provision of Energy Data
(2012) made provision for the mandatory
reporting of energy and emissions data. Large
companies will need to report under both
frameworks.
South African mandatory GHG reporting is
primarily driven by multilateral agreements
and for reporting to the United Nations
Framework Convention on Climate Change.
It is anticipated that corporate mandatory
reporting will complement the National GHG
Inventory, strengthen the accuracy of
reported emissions and encourage emission
reductions within companies.
Benefits of mandatory corporate GHG
accounting
Mandatory reporting is a “source of credible,
comparable, consistent and transparent
information, with all reporting organisations
using the same methodology”7.

Governments also introduce mandatory
corporate reporting to address market
failures. As it is difficult to quantify the costs
and benefits of climate change mitigation and
adaptation, they are often not taken into
account in decision making. This results in
imperfect information that causes inaccurate
pricing, leading to incorrect purchasing
decisions and inefficient allocation of capital.
By introducing mandatory reporting,
companies are forced to start thinking about
quantifying and addressing externalities in
their planning.8
Requiring companies to report their emissions
and through making this information publicly
available, companies are encouraged to look
for opportunities to reduce their emissions
and this acts as a lever for action. Through
the provision of tools and information,
governments can directly and indirectly
promote behavioural change and increase
awareness.
Lastly, as mandatory reporting provides more
accurate and sound data, it can be used to
drive evidence-based strategies and policies
for governments and also within companies.
Challenges with mandatory corporate GHG
accounting
Developing and implementing GHG emission
reporting schemes is not an easy process and
governments and companies face a number of
challenges that are often different to
challenges faced in voluntary reporting.
Firstly governments need to find the right
balance between collecting meaningful
8

7

CDP and PWC (2010), Review of the Contribution
of Reporting to GHG Emissions Reductions
and Associated Costs and Benefits,
http://www.ukmediacentre.pwc.com/imagelibrary
/downloadMedia.ashx?MediaDetailsID=1833

Kauffmann C, Cristina TL
and Teichmann D (2012), “Corporate
Greenhouse Gas Emission Reporting: A
Stocktaking of Government Schemes",
www.oecd.org/daf/investment/workingpapers
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information without putting an excessive
burden on companies. While government
reporting has the benefits of standardising
methodologies, scopes and boundaries, the
system comes at a cost. Understanding the
costs and risks related to implementing a
mandatory system is critical for ensuring an
efficient system.
Governments need to ensure coordination
between the different government agencies
involved in carbon reporting schemes to avoid
duplication in reporting. For example, after
wide consultations, the New Zealand ETS,
regulations set out how participants must
measure their emissions. However, a few
unanticipated operational issues have already
appeared. Some companies are required to
submit one report for the GHG inventory, and
the other for the NZ ETS, with almost exactly
the same information. The New Zealand
government is currently examining how this
information might be shared so that only one
submission is required, to minimise the
burden for businesses reporting information
to government9.

of emissions, as in the case of trading markets
or carbon taxes).
While introducing mandatory reporting
regulations can be complex, and comes with
its set of challenges, essentially it provides
many benefits to the country and the
companies reporting. Globally it improves the
reputation of the country and companies that
report within the framework.
For companies starting out, having to face a
mandatory reporting system can be a
daunting task that might not easily be
addressed in the first year. By starting to
voluntarily report GHG emissions, companies
can prepare for the introduction of
mandatory reporting, therefore simplifying
the process and at the same time building
capacity within your organisation.

Governments also need to ensure that the
information provided by companies is timely,
consistent and applicable, since most often
the information is used to inform policy and
to enable performance benchmarking and
analysis. Governments need to decide
whether to impose verification requirements.
While credibility of the information will
increase with the level of assurance, so will
the costs. Assurance may be mainly needed
when the level of emissions needs to be very
accurate (for example for monetary valuation

9

Kauffmann C, Cristina TL
and Teichmann D (2012), “Corporate
Greenhouse Gas Emission Reporting: A
Stocktaking of Government Schemes",
www.oecd.org/daf/investment/workingpapers
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The status of mandatory reporting implementation
This section was written at the NBI’s request by the
Department of Environmental Affairs (DEA) to provide
an update on Government’s activities regarding
mandatory reporting in South Africa. The NBI is very
grateful to DEA for their insightful contribution, however
this does not reflect DEA’s endorsement of the other

decisions regarding sector specific mitigation
measures that can be prioritised to reduce
emissions.

contents of this report and vice versa.

To address these issues Government is
following a robust process to implement a
mandatory system, focusing on two
immediate objectives: Emissions reporting
regulations and a web-based emission
monitoring and reporting system (South
African Air Quality Information System
(SAAQIS) Phase II – emissions inventory
module).

Introduction
Currently South Africa does not have a
mandatory GHG reporting system or
regulations but there is a need for it. The key
drivers for this system are the provisions of
the Air Quality Act (Act 39 of 2004) and the
Intergovernmental Panel on Climate Change
(IPCC) Guidelines for National Greenhouse
Gas Inventories.
Problem analysis
The national emission dataset is incomplete
and available data is limited. The reasons for
this are:






Not many sources of atmospheric
emissions (e.g. large industries) or holders
of GHG emissions data are required to
submit data to the spheres of government
responsible for GHG emission monitoring.
The collection of provincial and national
emission data sets is complex, timeconsuming and costly and may not
provide complete, accurate and relevant
information.
Often reports submitted to government
are either in hard-copy or submitted in
different electronic formats (e.g. text
documents, spread sheets), resulting in
data that is difficult to capture for proper
analysis and comparisons.

Process and outcomes

The IPCC Guidelines will drive the
specification of the mandatory reporting
system, by guiding the nature and manner in
which emissions information has to be
reported. However where country-specific
information is required that is not reflected in
the IPCC guidelines, such as certain
methodologies or emission factors, DEA will
work closely with sectors involved to develop
national guidelines (see Figure 6). Examples
include coal-to-liquids and gas-to-liquids
processes. The advantages of working closely
with emitting sectors are:
• Emitting sectors are able to contribute to
the development of sectoral reporting
guidelines using their industry-specific
knowledge and experience.
• Involvement of sectors in this process
ensures that when the mandatory
reporting system takes effect, emitting
sectors are fully aware and feel ownership
of the reporting requirements.

Due to the issues listed above it is difficult for
Government to make accurate and informed
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Figure 6: The process for developing emissions inventory reporting guidelines
The main output of the mandatory reporting
process is the emissions inventory reporting
guidelines, which will provide guidance on the
reporting
format,
Quality
Assurance
(QA)/Quality Control (QC), development of
country-specific emission factors and the
development of national methodologies. The

reporting guidelines will also provide guidance
on data collection that allows for the
estimation of uncertainty. A QA/QC
mechanism will be built into the web-based
reporting module so that the system is able to
identify data anomalies that need to be
addressed.

Timelines for the implementation of SAAQIS Phase II and reporting regulations
Table 1: Implementation timelines for the web-based emissions monitoring and reporting system
and its associated reporting regulations
Immediate
Objective

Web-based
emissions
monitoring
and reporting
system

Emissions
reporting
regulations

Output
Output A.1: International systems review
Output A.2: Local systems review
Output A.3: System architecture and functionality description
Output A.4: System development and rollout plan
Output A.5: Pilot project – system developed and tested with
selected significant emitters (e.g. Eskom, Sasol)
Output A.6: Reporting manuals, guidelines and user
instructions
Output A.7: System launch
Output B.1: Regulatory analysis
Output B.2: Draft regulations
Output B.3: Final draft regulations

Expected
Delivery Date
February 2012
February 2012
June 2012
September 2013
March 2013
March 2014
June 2014
December 2012
December 2013
June 2014
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Aligning the mandatory and voluntary
systems
The mandatory reporting system is primarily
at a national scale and driven by the IPCC
Guidelines, while voluntary reporting is mainly
at facility (or company) level and driven by the
GHG Protocol and the CDP. Hence, the
mandatory system attempts to avoid any
double counting of emissions at a national
level whilst the voluntary system is interested
in direct and indirect activities that influence
its carbon footprint. Therefore the
information required to meet the specific
objectives of each system will differ in scale
and focus.
As mandatory reporting attempts to avoid
double counting, its emphasis is on direct
emissions (Scope 1). The IPCC Guidelines
requires that Scope 1 emissions are split
according to four broad IPCC categories which
are Energy, Industrial Process and Product
Use (IPPU), Agriculture, Forestry and Other
Land Use and Land use (AFOLU) and Waste.
In some facilities, it is possible to have Scope 1
emissions for all these categories. This is
generally not a major challenge because
Scope 1 emissions in the context of voluntary
reporting are based on bottom-up approaches
and therefore it should be relatively easy to
account for.
To avoid double counting, Scope 2 emissions
are not required for national mandatory
reporting because these emissions are
accounted for under the public utility/private
utility supplying electricity.
In terms of Scope 3, only emissions associated
with bunker fuels are necessary to report in
the context of mandatory reporting.
Otherwise the assumption is that other
Scope 3 emissions are accounted for
elsewhere in the mandatory reporting system.
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Mandatory reporting: implications for companies
“FirstRand will continue with voluntary GHG
reporting, as it provides many benefits to us,
including cost benefits, reputational
advantages, and meeting investor
requirements.”
Madeleine Ronquest,
Head of Environmental and Social
Risk Management, Climate Change,
Occupational Health and Safety,
FirstRand Group Ltd
It is anticipated that the introduction of a
mandatory reporting system in South Africa
will not require as much detail as voluntary
systems, such as the CDP. Furthermore
mandatory reporting will only apply to some
companies, companies (possibly within
specific sectors) that exceed a threshold
(likely based on volume of emissions).
For companies that have been reporting in
the voluntary space, especially through the
CDP, the introduction of mandatory reporting
is unlikely to be a major concern. Over time
these companies have developed the
necessary understanding and skills to
effectively report emissions and adapt to any
changes in reporting that might be required.
Interestingly, all companies interviewed for
the case study section of this report said that
mandatory reporting will not stop them from
continuing to report their emissions
voluntarily. The additional benefits that these
systems provide, such as the identification of
risks and opportunities, are sufficiently
valuable to continue.
However there have been some concerns and
suggestions from companies regarding
mandatory reporting. Since, mandatory

reporting will standardise methodologies,
boundaries and reporting frameworks,
existing systems in companies might have to
be altered to accommodate this. Most
companies suggested that the government
should try to ensure that there is alignment
between government departments and that
no fundamental differences should exist
between the mandatory approach and the
approach currently being followed by the JSE
Top 100 reporters. By aligning approaches
the cost and labour burden on companies will
be reduced.
Mandatory reporting will also regulate
emissions factors, which will improve
consistency but at the same time might
require companies to recalculate and restate
their base year emissions. These concerns are
easily mitigated for regular reporters.
If you do not currently report your GHG
emissions and are only beginning your climate
change reporting journey, mandatory GHG
reporting will pose some challenges. There is
however an opportunity to plan properly to
address the requirements of both the
voluntary processes and the prospective
mandatory system. You will need to quickly
develop the skills and capacity required to
measure your emissions. As mentioned in the
case study section of this report, it took the
companies interviewed 2 – 3 years to get a
complete inventory. It would therefore be
beneficial to start reporting your emissions
voluntarily now, so that when the mandatory
reporting system is introduced you are
already familiar with the steps and processes
required.
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Box 2: Recommendations
Start Now - There is no time to waste, the sooner you start, the sooner you will reap the benefits of
reporting and the sooner you will address any problems or gaps.
You are not alone - Take the time to learn from the experience of others. There is a rich store of
information to help you build your internal business case. There are globally accepted standards and
frameworks to learn from and rely on. Furthermore there are great examples of GHG reporting in
company integrated reports and in CDP responses (which you can download from the CDP website).
Take the time to read these documents. The NBI run a number of collective action projects that could
assist you. Check out the Energy Efficiency Network and register online for our newsletters and outputs
from our various workshops and processes (www.nbi.org.za). The NBI also host a number of workshops
and training sessions.
Leadership - Committed, informed and active leaders are fundamental for successfully addressing climate
change and GHG emission challenges.
Know the bigger picture - Effective climate change and energy programmes need to consider how
climate change and energy dependency impact the risks your company is exposed to. Your success at
implementing an effective programme will be enhanced by incorporating GHG accounting, management
and reporting into your business strategy.
Participate in the CDP - The CDP provides a well-structured set of questions to help you structure your
thinking and processes.
Understand that your drivers will change over time - Understanding why you are reporting and the
benefits to your company will assist with getting support from senior management and will simplify the
process. What drives you to report will change over time, but knowing this is key to successful reporting.
Get Help - No one can do this alone, initial help from consultants makes the process easier and builds
capacity within your organisation. You will also need the help and support of colleagues and service
providers to get the right information.
Communication is critical - Do everything you can to improve internal communications. This takes time,
but it also improves the quality of the data through increased cooperation resulting from greater
awareness.
Integration is key - Climate change and GHG reporting must be integrated into existing functions and
systems. Establishing a climate change and energy strategy will assist with this process.
Value verification - Verification ensures that your data is sound and your processes are accurate. This
enhances your reputation with investors and other stakeholders and ensures that decisions made are
based on reliable information.
Realise rewards - ‘Low hanging fruit’ will help you show initial reductions and cost savings early on,
however you will need more sophisticated systems and better data to keep driving improvements.
Be Prepared - For many companies, mandatory reporting in South Africa is on your doorstep. Starting
now by voluntary reporting can adequately prepare you for this and will assist you with identifying
opportunities and minimising challenges
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Conclusion
The CDP (as a voluntary scheme) is
sophisticated. Scoring is reputationally
important, the process of reporting is
important in the introspection it drives, and
in that, it is a strategy consolidation and
review process.
Madeleine Ronquest,
Head of Environmental and Social
Risk Management, Climate Change,
Occupational Health and Safety,
FirstRand Group Ltd
It is clear from our discussions with the three
leading companies interviewed for this report,
our review of international and local literature
and the experience of the National Business
Initiative that voluntary GHG reporting adds
significant value to businesses. The
structured process put in place by voluntary
programmes like the CDP and the support
provided by internationally accepted
standards like WRI/WBCSD GHG protocols
provide a robust, comparable approach to
assessing risk, opportunity, strategy,
integration and performance.
With the proviso of reporting alignment
across different government needs why
would you be against mandatory reporting?
A reliable, standardised fact base will lead to
better governance.
Exxaro
It would appear that voluntary and mandatory
reporting are set to coexist. Companies
engaging with voluntary reporting early will
find the incorporation of mandatory
requirements far easier.

immediately. It takes a few years to truly
understand the emissions sources within your
business and how best to measure and
manage them.
From a social and reputational point of view
our GHG and energy management efforts
have created jobs both downstream and
upstream in terms of equipment supply,
maintenance, ESCOs and monitoring and
support.
Gold Fields
It is important to keep in mind that lowcarbon development is one aspect of the
green economy. The green economy is a
necessary aspect of any future sustainable
economy and one should not lose sight of the
South African context. We as a nation need to
reduce our impact on the environment and
ensure that we create decent jobs and
address the social inequalities that plague our
nation. Understanding your company’s
relationship to GHG emissions and your
vulnerability to climate change is a key aspect
of that understanding. Voluntary GHG
accounting, management and reporting is
fundamental to that understanding.
We hope that the stories and evidence
provided here will encourage you to begin
reporting soon (and provide you with the
tools and references to know how).
Mandatory reporting is certain for many
companies and voluntary reporting will help
you prepare. It is however clear that
voluntary reporting provides significant
benefits to justify action regardless of
mandatory requirements.

Companies that have not yet embarked on a
voluntary programme should begin
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Box 6: Further Reading
Integrated and sustainability reporting
Making Investment Grade: The Future of Corporate Reporting(UNEP, Deloitte and the Centre for
Corporate Governance in Africa (University of Stellenbosch Business School), 2012),
http://www.unep.fr/scp/publications/details.asp?id=WEB/0169/PA
Integrated Reporting: A Better View? (Deloitte, 2011),
http://www.deloitte.com/view/en_GX/global/services/sustainability-and-climatechange/110db00aea282310VgnVCM1000001a56f00aRCRD.htm
Integrated Report Content Outline (Ernst and Young, 2010),
http://www.sustainabilitysa.org/LinkClick.aspx?fileticket=MBkszp_QEIM%3D&tabid=39
Integrated Reporting Performance insight through Better Business Reporting Issues 1 & 2 (KPMG
2011), http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/integratedreporting/Pages/default.aspx.
What does your reporting say about you? (PricewaterhouseCoopers, 2010),
http://www.pwc.com/gx/en/corporate-reporting/integrated-reporting/publications/integratedreporting.jhtml
Sustainability Reporting Guidelines (Global Reporting Initiative)
https://www.globalreporting.org/reporting/reporting-framework-overview/Pages/default.aspx
Guidelines and standards on GHG reporting
CDP South Africa 100 Climate Change Report 2012 report, https://www.cdproject.net/ENUS/WHATWEDO/Pages/South%20Africa.aspx. Individual company reports can also be downloaded
from the website.
GHG Protocol Corporate Standard (Revised Edition)(World Resources Institute, 2004),
http://www.ghgprotocol.org/standards/corporate-standard
Corporate Value Chain (Scope 3) Accounting and Reporting Standard (World Resources Institute,
2011), http://www.ghgprotocol.org/standards/scope-3-standard
Guidance on how to measure and report your greenhouse gas emissions (DEFRA, 2011),
http://www.defra.gov.uk/environment/economy/business-efficiency/reporting/
ISO 14064-1:2006 Greenhouse gases - Part 1: Specification with guidance at the organization level
for quantification and reporting of greenhouse gas emissions and removals,
http://www.iso.org/iso/catalogue_detail?csnumber=38381
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