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Overview

Building on the success of the Interdisciplinary Journal of Economics and Business
Law (IJEBL) ESG Special Report published in Volume 10 (2021), the tenth anniversary
volume of IJEBL and featured in the much - viewed Business Day Dialogue of 9
November 2021and the Second ESG Report published in Volume 11 IJEBL (2022)
also supported by KAS, and published in IJEBL Volume 12 Third ESG Report we

follow on to a Fourth ESG Report below.

This follow - on Fourth ESG Report involves an extended analysis of ESG
practice in the UK and South Africa featured in the First and Second and Third Reports
which shows in the latter that ESG has widened in its remit and has mainly supporters
and serious implementers of ESG policy. ESG has moved away from a marketing and
public relations perspective that were often exaggerated to actual reflection as to what
can realistically be achieved. The war in Ukraine and the continuing effects of the
energy crisis has caused pension fund asset managers and companies to reflect as
to what they can realistically deliver. Regulators are becoming more aware as well of
the difference between greenwashing and genuine adherence to ESG principles.
Additionally, they are also becoming stricter, banishing companies from ratings and
ESG compliant lists for not practicing all three components of ESG. There is a
recognition that all three components of ESG are interlinked. COP28 (2023) was held
in Dubai and it featured a one - year progress report that included a number of COP

27 commitments to increase finance and investment in climate change adaptation and
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transition away from fossil fuels and high carbon emissions, COP28 has global
implications that will affect the UK, South Africa, the EU and US greatly. This Fourth
ESG Report concentrates on how progress has or not been made and how it will affect

the UK and South Africa in particular.

Progress with systems of disclosures

There has been as shown in the Third Report a move to an emphasis on disclosure
so ESG ratings can become meaningful and based on rigorous measurement in
addition to a high set of standards for disclosure. ESG in-house committees are being
created in asset management companies/ pension funds from the marine sector to all
types of insurance/financial services companies to public service sectors. The Third
ESG Report showed that the variety of ways companies measure ESG compliance

remains disparate and disclosure falls into three broad categories.

This includes a narrow focus approach such as that advocated by Forbes to
their company readership which shows that by concentrating on achievable net-zero
disclosures, a template can be created to broaden and embed ESG principles and

practices to broader environmental, social and governance goals.

The second approach takes a medium approach that can also accommodate
SMEs which have the least resources to spend on ESG disclosure and compliance
but which comprise, the majority of companies in the UK, South Africa, EU and US.
Ratings Agencies such as BCorp which takes a holistic approach in bringing benefits
to all stakeholders recommends and trains company employees in disclosure
practices that led to high ESG scorecards and are both practical and attainable. It
promotes the idea that all stakeholders of a company must be involved in ESG
practices and implementation for high standards and ratings to be achieved to attract

investment like pension funds.

The third approach can be found globally. Shipping and marine insurance hold
huge pension funds and are globally based as shipping carries 95% of world trade.
West P&l Club based in the City of London for hundreds of years has taken ESG very
seriously. It produced recently a major, comprehensive ESG report which includes the

establishment of a global based ESG committee comprised mainly of West's staff,



many from a senior level who are committed to spread understanding of ESG practices
throughout the company and ensure greenwashing is driven out leaving genuine
disclosures. West even moved to new headquarters in a new building that was fully
ESG compliant. West is of the view that ESG is the future of shipping and all marine
industries and those companies that do not offer genuine compliance and disclosure
will lose much sought after investment from pension funds and asset management
funds in general. This is also a point made by Larry Fink, CEO of BlackRock, the

American world’s largest asset management fund.

One of the most salient points made in the second half of the Third ESG Report
is that if South Africa continues to breach social equality rules of ESG, the JSE will
become further isolated globally with more delisting by much needed international
investors. ESG compliance, especially in relation to the social is key for successful
disclosure and pension fund and other fund investors to make the South African
economy a success. Environmental disclosures are also lacking in South African
energy companies as the transitional stage to renewables is fraught with poor
governance, leadership and outcomes of investment monies received from countries
such as Switzerland into successful renewable implementation. We will assess below

what has happened to this investment from the COP28 progress report.

What is essential to note in this Fourth ESG Report is that all companies
pursuing ESG goals are in transition of varying degrees. Some as we illustrate below
are making great strides in implementing ESG principles through concrete physical
reorganisation of actual offices, creating internal ESG oversight committees and
adopting ESG compliant practices. In some cases, the very regulation that is supposed
to progress ESG legislation actually hinders those efforts by companies supported by
stakeholders. Yet, there are outstanding cases of progress that straddle the globe
which not only involve the City of London and the Republic of South Africa, directly or

indirectly but globally.

The Microsoft and Swedish energy company, Stockholm Exergi have signed a
ten - year agreement providing Microsoft with more than 3.3 million tonnes of carbon
removal certificates from its carbon capture unit to begin in 2025. The Stockholm
facility based in Vartan, intends to bring together a bioenergy based combined heat

and power plant fuelled by residues from forestry, sawmill pulp and paper production,



with a carbon capture and storage process that captures CO2 in the plant’s flue gases,
and cools and compresses it into liquid form, for transport and permanent storage in
sedimentary bedrock below the North Sea floor where the liquid CO2 mineralizes over
time. Once operational it is estimated that 800.000 tonnes of carbon will be captured
on an annual basis. Microsoft should receive carbon removal certificates by 2028. This
will serve as a template for other such projects and pave the way for Microsoft, one of
the world’s largest tech giants, to become carbon negative by 2030. This will meet
demands of the ‘E’ environmental aspect of ESG and can be replicated by other tech

giants as well as large companies invested in by pension funds around the world. 1

The SEC’s Climate Disclosure Rule is suffering temporary setbacks. A survey
by Bloomberg's Law State of Practice which had responses from 211 attorneys,
including 136 from law firms and 75 in-house, found that the majority of respondents
thought the new rule would remain intact. This is because the new rule was legally
challenged even before its release. Some of the challenges included a court petition
by energy services companies Liberty Energy and Nomad Proppant which were
granted a stay by the Court pending a review of the rule. A lawsuit was also filed
against the rule by 25 Republican state attorney generals and an appeals court motion

led by the US Chamber of Congress.

Arguments against the rules included the rules being too onerous to implement
and too expensive, that information requested such as GHG (Green House Gas)

emissions data may not be reliable and that the rules exceed the SECs authority.

Therefore, because of all these legal challenges, the SEC in April 2024
temporarily paused the implementation of the new climate rule until the court review

takes place.

Securities and capital markets and ESG focussed attorneys expect at 70% the climate
rule to partially survive. Labour and employment and litigation attorneys do not expect

it to survive at 49% and 53% respectively.

The areas that the survey respondents expected to see legal challenges and
hurdles for disclosures are greenhouse gases (GHG) at 37% and climate related goals
at 36%. Other hurdles included certain information in financial statements (23%), risk

mitigation strategy disclosure (20%) and governance disclosures at 20%. 2



The future of new reporting sustainability standards is a robust one. In June
2023 the IFRS Foundation’s general sustainability (IFRS S1) and climate (IFRS S2)
reporting standard endorsed by IOSCO, the leading international policy forum and
standards setter for securities regulators requested regulators to incorporate the
standards into the regulatory frameworks of their sustainability reporting. Compliance
is high as the IFRS Foundation indicated that jurisdictions comprising 55% of GDP
globally have to date taken measures to align with its ISSB sustainability reporting

standards. 3

ESG Transition-backward pulls and forward pushes

In both the UK and South Africa there have voices calling for the immediate
implementation of renewables, enlightened social policies and tighter governance in

companies that pension funds choose to invest in.

Therefore, the focus has moved on to transition. All companies whether they
are fossil fuel or if they are shipping companies such as those that have been rated in
the top five tables for ESG compliance and high standards of disclosure such as the
Connecticut- based Eagle Bulk Shipping New York-based International Seaways still
continue to carry oil and coal. In the Fourth ESG Report we continue to look at the
state of the transition away from poor environmental, social and governance practice.
Larry Fink, CEO of BlackRock Asset Management has firmly backed transition as it is
unrealistic to overnight replace the use of all fossil fuels just as smoking bans were
transitional in many Western companies including airlines but in the end were banned.
The head of the JSE in South Africa has been attempting to bring back investors, who
have delisted in favour of the New York Stock Exchange which has recently demanded
high standards of ESG disclosure backed by the SEC, by emphasising transition in
South Africa.

An essential part of this transitional phase is the realisation that ESG integration
has to include both a traditional functional analysis and an ESG financial materiality
analysis which provides a more complete perspective of an investor in terms of risk
and return including its long-term cash flows, valuations and discount rates.
Stakeholders are demanding that investors such as pension funds make informed

decisions that adhere to ESG principles.



A recent survey that explores investors preference in relation to ESG choices
that will shape the future of ESG found a number of important trends;

One, 60% of female investors believe that incorporating environmental and
social responsibility considerations into their investment decisions important
compared to 48% of men. In line with the section below on shifts in generational and
family wealth, McKinsey & Company’s recent research showed that US household
assets controlled by women will grow by 2030 from US$ US$30 million to US$10

trillion.

As wealth moves into the hands of US women in the coming decade investors will

seek to emphasise women'’s preferences which are ESG friendly.

Two, the survey showed that 60% of investors working with financial advisors
were likely to incorporate ESG principles into their investment decisions compared to
43% who did not have a financial advisor. As allegations of greenwashing increase
investors are finding it important to make educated investment decisions with the
assistance of professional financial advisors who can assist in producing well-crafted

investment solutions that enhance due diligence.

Finally, and related to the section below concerning generational shifts the
survey found that the majority of millennials (82%) like the members of Gen X (66%)
believe that incorporating ESG principles into their investment decisions important
compared to 41% of baby boomers and 36% of the Silent generation. In study after
study younger investors are seen to be the keenest adopters of ESG principles and
practices. With that kind of support, ESG will recover from current setbacks with ESG

investor preferences significantly growing within the next decade. 4

There has been consensus that linking CEO rewards to how effectively ESG
principles are both embraced and implemented, but recently this has been challenged
by those who believe that such monetary incentives may be too high ushering in by
stealth inflated compensation packages under the guise of rewarding corporate
responsibility. John Dady who is associate partner specialising in executive
compensation at HR consultancy at Aon has captured the prevailing view. According
to a Deloitte study by 2022 more than 90 per cent of the FTSE 100 were incorporating
ESG measures into their CEO incentive plans. Dady argues that the practice of
providing incentives to encourage CEOs t incorporate ESG principles is necessary
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provided it is done in areasonable and robust manner. Well-defined ESG metrics need
to be put in place and followed so there is no room for accusations of greenwashing
or virtue signalling. Specific targets need to be set and followed such as reductions in

greenhouse gases. 5

The EU Commission has moved even further towards realising ESG targets by
launching a Net-Zero Academy to train 100,000 workers to manufacture the solar
photovoltaic value chain production. Over the next 3 years the Net Zero program will
address a labour and skills shortage. Kadri Simson, Commissioner for Energy said;

Solar power is at the heart of our energy transition in Europe, with the potential
to create thousands of jobs across our continent, at all stages of the industrial
supply chain, from design through to manufacturing, installation and
maintenance. The Net Zero Academy created by the Commission will help our
European workers to embrace this exciting opportunity, and offer further

support to meet our ambitious REPowerEU goals.

This new initiative was launched by European lawmakers of the Net-Zero
Industry Act which seeks to meet their climate goals. including a number of measures
to allow European member states to certify the skills of the workers who have attended
the Net-Zero Industry Academies funded by the EC Single Market Programme. The
Solar Academy launch emphasises ESG requirements of fighting carbon emissions
by intensively producing solar powered solutions and creating future long - term

employment linked to these solutions. 6

Shift in Generational Wealth -impact of the next generation activism towards support

of ESG principles

One, is the realisation that impact investing can be profitable and increase returns on
investment. High standard ESG disclosure leave investors with a better understanding
of what they are investing in so they can make well-informed investment decisions that

will increase their profit.

The second is a realisation that the average age of wealth advisors for example
in the US is 57. There is a rising new tech-savvy and ESG sensitive generation that
are slowly, but surely replacing the current older generation, many who even do not

understand computing well let alone machine learning/Al to assist ESG measurement.



Another factor is in this generational shift is a geographical one. The centre for
the impact investing of ESG is currently the UK and the EU. Sustainability is a core
feature of such impact investing and ESG based impact investing is moving from the
UK, and EU countries to the US but also South Africa where there is a younger
generation of both educated and tech savvy young people who are hungry to advance
the South African economy and their lives with employment and ESG principles tied

to this advancement.

The Future: Family Offices and implementing good ESG principles into offices such

as solar panels and creating green buildings

This shift is reflected in companies that provide wealth management platforms, data
and analytics support and ESG-related measurement services to family offices. Ken
Gamsjaer, CEO and Co-founder of Aleta, a wealth platform for family offices that
actually integrated various sustainability metrics into their core product, notes there
have already been implications for their approach, stating, “We believe that family
offices, particularly next-gen wealth owners, are eager to make a positive impact,
hence we've made the deliberate choice to integrate ESG measures into the core of

our consolidated wealth platform, alongside traditional risk and return metrics."
Aleta is among the companies that have recognized this shift.

In the UK including the City of London there are claims of an abundance of
solar generated electricity supplies but the waiting times to be connected to the central
grid are too long and too costly. The last UK government has made little effort to make
the situation better but change is occurring outlined below with the new Labour
government. Although a number of companies that are in new ESG compliant
buildings are experiencing delays because of the slowness of being connected to the
electric grid there is increasing awareness within the new government that this is

occurring.

In the UK and America, the difference in attitude between the Biden
Administration and the current UK governments towards investing in green ESG
compliant projects have been in stark contrast. The US dollar remains the reserve
currency in the world economy and the Biden Administration is willing to invest large
sums of money in transitional green programmes that will be of great benefit to the

environment. The sums spent can fuel inflation and there is worry that the huge debts
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incurred could become entrenched. Yet, the US Economy is booming with very low
unemployment and low inflation. The UK meanwhile has not delivered on the £28
billion to promote anti climate change measures. The former Chancellor Hunt argues
that the UK cannot afford to invest like the Biden Administration. Most of the projects
such as extending the train network HS2 to improve infrastructure and reduce carbon
emissions have been partially dropped in relation to the Northern part. Now that the
new Labour government has been elected by a large majority climate change
mitigation policies have been significantly strengthened and previous negative policies

reversed. 7

Ayhan Kose, the deputy chief executive at the World Bank stated in accordance
with the IMF that the income gap between poorer and richer countries is beginning to
widen for the first time this century because the US in its competition with China is
pumping billions of taxpayer dollars into its green industries which has been
overheating the economy. This has left poorer countries unable to tap into financial
markets to pay for expensive subsidies and to benefit from cross-border spillovers on
productivity and technology. Kose argued this despite growth rates remaining resilient
throughout the global economy with the global growth rate expected by IMF
calculations to grow between 2024-2025 by 3.2%. This is another case whereby
political decisions, in this case the need for the US protecting itself from cheaper green
climate products such as solar panels from China, results in policies that can have
detrimental effects on the global south in such countries as South Africa. 8

As discussed in the Third ESG Report funds such as pension funds which
invest in companies that produce weapons have been declared by the Treasury and
major fund management houses in the UK as both ethical and sustainable and
compatible with ESG principles. Two areas of resistance which is confusing ESG
investors is the Financial Conduct Authority which has a campaign against
greenwashing threatening to punish fund managers who make misleading claims
concerning the ethics or sustainability of the funds they sell. The Church of England
for example, has severe restrictions on investments in arms companies as the

weapons industry is viewed as antithetical to its Christian ethos. 9



The South African election has taken place with a resulting coalition
government. The second half of this report will deal with the impact on ESG of the

recent South African election results.

New government in Britain -implications for climate change

The British elections took place on 4 July 2024. The new Labour government under
Sir Keir Starmer, is already showing positive changes in climate policies in relation to
the last government. Britain was once seen as a global leader in mitigating climate
change. In 2002, the UK launched the first national carbon market while in 2008 it
passed the Climate Change Act. In 2019, the UK reduced its greenhouse emissions
faster than any other G7 country and passed a law to end its contribution to climate
change. By 2022, 91 per cent of the global economy was covered by net zero targets
which was aided by the UK'’s successful presidency of COP26. (see above). Recent
actions by the late conservative government under PM Sunak and Chancellor Hunt
introduced policies that negatively impacted Britain’s climate policies. In December
2022, the Sunak government approved a new metallurgical coal mine in Cumbiria,
which happened less than a year a coal phase out was pledged by Britain at COP 26.
The volte face proceeded at pace under Sunak with plans in July 23 to issue hundreds
of new oil and gas licences in the North Sea followed by more negative
announcements delaying emission reduction policy in relation to energy efficiency. In
fact, heating plans for homes and businesses were reversed with crippling energy
charges ushered in that bankrupted small businesses and drove householders into
energy debt. Climate finance was reduced for the UK and towards supporting

developing countries.

Since becoming Prime Minister, Sir Keir Starmer has committed to no new
licences for oil and gas exploration and is progressing towards the UK’s International
commitment to reduce emissions by 68 per cent in addition to a decarbonised
electricity grid both by 2030.

The previous government also moved to ban wind turbines being built inland which

the Labour government immediately once in office reversed. 10
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A recent ruling brought by Sara Finch culminating in June 2024 in Finch vs

Sussex County Council was a landmark ruling in terms of limiting fossil fuel burning;

‘The decision turned on the correct interpretation of the Town and Country
Planning (Environmental Impact Assessment) Regulations 2017 (“EIA
Regulations”), in particular: the “direct and indirect significant effects of a
project” on the climate. The central issue was whether, when considering an
application for oil extraction at the Horse Hill Well Site for commercial
production, the local planning authority should have required an assessment of
the downstream or ‘scope 3° GHG emissions resulting from the eventual use of

the refined products of that oil.

In his majority judgment, Lord Leggatt (with whom Lord Kitchin and Lady
Rose agreed) held that the concept of “the effects of a project” within the EIA
Regulations is a question of causation (865). In the present case of oil
production, the Court noted that the causal connection plainly meets the “but
for” legal test: i.e. but for the extraction of the oil, the oil would stay in the ground
and so would not be burnt. However, on the agreed facts, the extraction of oil
is not just a necessary condition of the burning of the fuel, it is also sufficient to
bring about that result because of the guarantee that it will be refined and burnt
— thereby displaying the strongest possible form of causal connection and much

stronger than that required as a test of causation for most legal purposes (§80).’

In reaching this conclusion, the Court dismissed the reasoning of the
lower courts that intermediate steps (such as the refining process) could break
the chain of causation (88118, 134). As to the Court of Appeal majority ruling,
which left the issue to decision-makers as a matter of fact and evaluative
judgment, the Supreme Court stated that “it would be a recipe for unpredictable,
inconsistent and arbitrary decision-making” (§133). Moreover, this
inconsistency “would be all the more regrettable when issues relating to climate
change and the extent to which disclosure of information about GHG emissions
should be required are becoming more and more salient in policy-making and
public debate” (§60).
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The ruling emphasised the importance of public participation in
environmental decision-making, which is an objective not only of the EIA
Directive but also central to the Aarhus Convention (obligations under which
have been codified by subsequent amendments to the EIA Directive). The
Court identified two issues in relation to public participation, namely: increasing
the democratic legitimacy of environmental decision, and serving an
educational function. As Lord Leggatt sumarised: “You can only care about

what you know about” (§21).

Finch vs Surrey County Council: In groundbreaking decision, Supreme
Court rules the grant of planning permission for oil production was unlawful for
failing to assess the ‘downstream’ greenhouse gas emissions. 20 June 2024’
11

In a change of direction from the last government, Labour on 17 June 2024,
announced in the King’s Speech, that a new state-owned energy investment and

generation company, GB Energy, will be created by the Great British Energy Bill.
European Climate Change

Elections for the European Parliament have recently been held and there are a number
of issues that are affecting the implementation of ESG principles especially in relation
to climate and the problems of greenwashing. Europe is warming faster than the global
average with floods and heatwaves. However, the costs are very high and there is a
tendency for voters not to want to bear the entire costs themselves leading to
“greenlash”. The current EU administration proposes a 40% cut in emissions by 2040.
While there are cutbacks in unpopular containment of farming pollutants, the European
People’s Party maintains that its biggest achievement is the Green Deal. The Greens
note that businesses need to be reassured that profits can be made by joining the

green industries. 12

In 2022 there was an influential Report from Oxford University, which stated
that switching to renewable energy could save the world £10.2 trillion by 2050. It also
argued that the cost of renewable and solar energy has been steadily falling and
should be adopted forthwith. The Oxford Report noted that it was negative and
pessimistic to claim as the Sunak government and other bodies have that switching to
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renewable energy was too expensive. To the contrary it was cheaper than gas
especially with wars such as Ukraine forcing the price of gas to new highs. Wind and
solar are the cheapest options for renewables and the probability as it becomes more
widespread is that the price will decline. In 2019 Phillip Hammond, then Chancellor of
the Exchequer wrote a Report to the then Prime Minister, Theresa May, that the cost
of net zero would be £1 trillion. The Oxford Report states that this estimation has been

over-estimated and has deterred investment. 13

Unfortunately, the UK government has been myopic when it comes to climate
change and under the auspices of the Sunak and Hunt government which was just
voted out on 4 July 2024, was totally unsupportive of net zero and climate mitigation
pledges of the previous government of Boris Johnson, did little to further renewables,
while actually supporting fossil fuel companies. These policies were totally antithetical

to net zero.

However, the new Prime Minister Sir Keir Starmer has already within a day of his
election moved to reverse the previous government’s antipathy to green policies and
one of the first reversal measures was to turnaround a ban on wind turbines being built

inland.

The state of ESG compliance in insurance, asset management companies,

banks, stock exchanges and shipping.

To understand the progress made in ESG compliance in South Africa and the City of
London it is essential to assess the insurance, asset management (especially pension
funds), banking, stock exchange and shipping sectors (especially in the City of

London).

Although the maritime sector is known for its sound dealing with management
risks there have been significant risks in relation to ESG implementation in addition to

transparency issues.

The two most pressing areas that Intercargo have targeted in relation to ESG
principles are the seafarers’ welfare which relates to the social ‘S’ aspect and the
urgent need for decarbonisation which is to protect the ‘E’ environment. Seafarers well

- being are essential to secure the future of the dry bulk shipping sector as people are
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core to the business model. Securing the welfare of seafarers has become even more
difficult with new piracy challenges from Iranian proxies such as the Houthis.

Attacks are continuing by the Houthis which are lethal. The crew of the Greek
owned Tudor, who are all from the Philippines travelling through the Red Sea to India
were hit by a remote -controlled Houthi boat which collided and set off explosives
which blew up part of their ship. Then Houthi missiles hit their ship. They only escaped
death because the US Navy airlifted them to the Navy ship and then returned them to
the Philippines. Sea farers welfare, which is part of the ‘S’ or Social of ESG cannot be

met while sailors’ lives are under attack by the Houthis.14

Arecent article in The Times 15 notes that the world’s largest shipping company
Maersk has suffered significant loss in profits through the Houthi, Iranian proxies in
Yemen, capturing and damaging ships by blocking the Bab al Mandeb, the gateway
to the Red Sea and the Suez Canal. Seafarers are often taken hostage during these
incidents of politically motivated piracy Journey times are taking longer because of
necessary diversions around the Cape of Good Hope. Maersk along with other
shipping companies have been facing increased competition from new entrants into
the shipping industry who are driving prices downwards. These two factors have kept
shares in AP Moller-Maersk, which is valued at £20 billion on the stock market,
depressed falling by 4 per cent in trading. Such external factors are delaying the
intentions of many shipping companies and those that are part of the Intercargo group
to progress quickly with their transition to full compliance with ESG approved practices.

Shipping organisations such as Intercargo recognise the importance of
meeting ESG environmental goals but it is far from a smooth transition because
despite dry bulk shippers are proactively trying to find efficiencies that will mean less
use of energy. Yet, regulations such as the Ballast Water Management Convention in
real terms requires ships to use more energy and producing greater emissions
meaning that regulations can have a negative impact on other regulations. Intercargo
isolates such inconsistencies and brings them to the attention of the regulators to
resolve the contradictions in policies. Therefore, decarbonisation is another major
challenge together with waste management, ballast water impacts and hazardous

waste disposal.
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In the ESG aspect of governance it is a challenge for Intercargo and shipping
in general to attract new talent for leadership/management purposes and foster

innovation to keep pace with new technological demands.16

Insurers are making great strides. TT Club is an independent provider of mutual
insurance and risk management services to the international transport and logistics
industry. Based in the City of London TT Club membership covers those working
across maritime, road, rail and air. In April 2024 it produced a toolkit to assist those
that insure with them in preparing for the complex demands of meeting ESG
compliance. It provides solutions to ESG challenges such as carbon emissions

calculations, reduction and reporting.

Commenting on the launch of the toolkit TT’'s CEO Charles Fenton stated “The
rapid development of ESG principles presents a challenge to many Members,
particularly smaller operators. Our ESG toolkit is in line with our commitment to
providing our members, and the sector as a whole with the resources to give insight,
educational content and support in navigating a company’s pathway in this complex

area.”

“The toolkit will develop over time to build a resource base of success stories
of effective ESG strategies from across the cargo handling and supply chain

”

sectors, explains TT's Managing Director Loss Prevention, Mike
Yarwood. “This series of case studies provide building blocks to guide others
in designing and embedding ESG policies and will be augmented as our

experiences and those of our Members and partners evolve.” 17

In a recent Morgan Stanley survey three quarters of companies participating
viewed ESG related aspects of sustainability in a positive light bringing value creation
opportunities, a lower cost of capital, higher revenues and profitability. Sustainability
integrated into their corporate strategies was seen by 85% of respondents as a major
path for value creation which was the number one reason for integrating ESG

principles. The second reason was to comply with government regulators. 18

High Tech Giants are now investing heavily in nature-based carbon removal.

Google, Meta, Microsoft and Salesforce combined their substantive interests to create

15



in May 2024 Symbiosis Coalition which is an Advanced Market Commitment (AMC) to
grow and develop the nature-based carbon removal market, in their collaboration

committing to contract to a 20 million tonnes.

The Symbiosis Coalition aims to develop high impact and science- based
restoration projects as Microsoft is doing in the Brazilian Amazon to restore the forests
which were cut down for cattle ranching. The landmark 2022 Intergovernmental Panel
on Climate Change (IPCC) mitigation study to keep the world to a 1.5 C includes
carbon dioxide removal. The IPCC estimated that such restoration projects could

result in 3 gigatons of CO2 emissions by 2030. 19

Europe’s financial regulatory agencies known under the rubric of European
Supervisory Authorities (ESAS) have produced three reports which are the final ones
on anti - greenwashing measures for banks. The risk of greenwashing undermining
trust in sustainable investment in line with ESG principles caused the ESAs in 2023 to
produce a working definition of greenwashing which was agreed on by all;

“A practice where sustainability-related statements, declarations, actions, or
communications do not clearly and fairly reflect the underlying sustainability
profile of an entity, a financial product,or financial services. This practice may

be misleading to consumers, investors, or other market participants.”

The European Banking Authority (EBA) noted a 26% increase in alleged cases
of greenwashing in 2023 compared to the year before while the European Insurance
and Occupational and Pensions Authority (EIOPA) reported that five member states
national supervisors have reported cases of greenwashing in 2024, compared to only
three the year before.

In its final report ESMA noted that regulators are increasing action against
greenwashing but face a lack of data. Priority actions recommended by ESMA include
increasing human resources, supervisory tools and expertise at National Competent
Authorities (NCAs). Further actions include ensuring a legislative framework
supporting NCAs’ access to data. The EBA suggestions to alleviate the data
challenges include that banks take measures at the product and entity level to ensure
the accuracy and clarity of sustainability claims and to fully implement the new

regulations.
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The EIOPAs recommendations included addressing challenges in the
supervision of greenwashing such as resource constraints, the lack of sustainability -
related data, complex regulatory frameworks and a lack of common approaches to

greenwashing supervision. 20

The impact of pressure from regulators linked to the banking and insurance
industries transition to a move towards adopting ESG principles is happening.
According to Morningstar, the new EU anti-greenwashing rules by ESMA described
above if investment funds were forced to sell their stocks because they were breaching
the new EU guidelines in order to keep their names. Investment research firm
Morningstar estimated that in these circumstances divestments could reach $40
billion. 21

This is in contradistinction to 2022, when campaigners claimed that the big
banks such as HSBC, Barclays and Deutsche Bank, despite being part of a banking
Green Group, were investing heavily in oil and gas projects. It was suggested that
investors should force banks to demand green plans from fossil fuel firms before
funding them. 22

Yet, even in 2022, Public Relations firms and Advertising agencies were
beginning to refuse to deal with fossil fuel clients. Marian Ventura for example, gave
up all fossil fuel clients at this time. This has been an important step forward as fossil
fuel companies side-stepped government regulators by using Public Relations firms
to support their case. 23

There were warnings at this time even from energy bosses such as Greg
Jackson the chief executive of Octopus Energy who related to the BBC that the UK
would be paying billions of pounds less on energy if it had stuck to green energy plans.
He compared the search for a COVID vaccine with the urgency for implementing net

zero goals.24
Geopolitics

The current global situation is very tumultuous with an unstable geopolitical situation
including wars and serious clashes between democratic and autocratic forces. We

explain how these global situations affect the progress of ESG adherence.
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Apart from piracy emanating from Somalia in the horn of Africa which the shipping
industry has been managing by using new technology such as GPS based warning
systems, the latest and most severe geopolitical threat to the maritime sector as a
whole is the threat of the Iranian proxies, the Yemeni Houthis blocking the Bab Al-
Mandeb by using drones to capture ships and crews as hostages. Above, it is noted
how damaging these attacks have been and financially ruinous for profits for the
largest shipping company in the world Maersk. The alternative pursued by most

shipping companies is to avoid the Red Sea/ Suez

Canal shipping lanes and travel around the Cape of Good Hope on the Horn of
Africa which adds about 2 weeks to the journey. This undermines the commitment of
the Maritime sector to using less energy as the journeys take longer. The welfare of
the seafarers a cornerstone of ESG social aspect is being affected by placing the ships
crews in danger while supporting them when changing the sea routes. To date, there
have been 107 attacks by Houthis and 3 seafarer deaths. The British Chamber of
Commerce conducted a survey in February 2024 and found that more than 53% of
manufacturers and retailers have been affected by the Red Sea crisis with some
reporting price rises of 300% to hire container ships and 4 weeks being added to
delivery schedules. There has been a movement to using trains for freight. Shipments
of oil have only seen very modest price rises from under $US 76.00 a barrel to $US
84.00 a barrel. The UK’s Office for National Statistics trade report of 10 May 2024
noted that there was no major effect in relation to UK imports between January to
March 2024. 25

Intercargo has used ESG principles to condemn the attacks on the merchant
ships transiting the Red Sea calling for an end to these attacks and release of the

crews and the ships.

Additionally, the Bab Al-Mandeb blockage is having adverse effects on East
African nations that rely on food aid as many of them are facing famine. Intercargo
works with all the relevant stakeholders to monitor and support solutions to end what
they term the Red Sea crisis and reestablish normal shipping activity to further their
compliance with ESG principles. This is being made more difficult by the current threat

by Iran and its proxies to attack Israel.
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The other region of disruption which has had an adverse impact in relation to
Intercargo upholding ESG principles is the cessation of the Black Sea grain initiative.

This humanitarian initiative has enabled the safe transit of ships exporting
various agricultural products from three Ukrainian ports — Odesa, Chornomorsk, and
Yuzhnyi. It has been instrumental in preventing a global food crisis and some 32.9
million metric tonnes have been exported through the corridors with a significant
guantity supporting the World Food Programme. The scheme has also been
paramount in protecting the lives of dry bulk carrier seafarers operating ships in the
Black Sea area.

INTERCARGO stresses the importance of using all resources available to
ensure safety of navigation for bulk carriers and their crews and supports all efforts by
the International Maritime Organisation (IMO) and international initiatives to find a
solution to protect the global supply chain and food security. 26

Recommendations Going Forward

The positive news is that sustainability and climate change issues are now returning
as the major target for CEOs globally. The top priority for the ‘E’ environmental of these
issues is decarbonisation. This mirrors the finding of this Fourth ESG Report in relation
to shipping above that decarbonisation is being pursued as the number one ESG
issue. According to the survey by global professional services company EY, 60% of
the CEOs surveyed stated they were more optimistic about their companies’ revenue
growth for the next twelve months. The survey also found that 54% of CEOs and their
boards stated that sustainability issues were being given a higher priority than 12
months ago while 23 % reported that sustainability is being given a lower priority

because of challenging financial and economic circumstances.

In Sphera’s Scope 3 Report 49% surveyed submit on a voluntary basis
sustainability and ESG Reports. While 67% of those surveyed found obtaining external

data, one of their biggest challenges.

Greenwashing has been targeted further by European Regulators as corrosive
in upholding ESG compliance and standards. In May 2024, the EU markets regulator
the European Securities and Market Authorities (ESMA) produced guidelines for the

use of ESG and sustainability related terms in investment fund names. ESMA
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launched the new guidelines as more fund names were being created that gave the
appearance of being green and sustainable while increasing the risk of greenwashing.
In the study by Clarity Al, a sustainability technology platform, breaches of the new
guidelines were especially found in investments in fossil fuels and high emissions
energy companies. The study found that more than 40 per cent of investment funds in
the EU that use ESG and/or sustainability related labels may be required to sell assets
or change their names to meet new anti-greenwashing rules. The new rule demands
that using ESG or related environmental terms must meet investment thresholds
which includes having at least 80 per cent of assets in investments that meet the
characteristics of the sustainability funds. It is also a requirement to follow the
exclusion criteria for Paris based accords.

Judging by recent trends, ESG principles in relation to sustainability are moving
away from carbon credits to focussing on actual decarbonisation projects. Telstra,
Australia’s number one telecommunications and information service company is
heralding the new global trend by in addition to moving away from carbon offsetting
and raising to 70% by 2030 its carbon removal target of Scope 1 and 2 is keeping its
2030 target of reducing Scope 3 carbon emissions removal. Others are following with
Swiss Re having signed a 700.00 Tonne Biochar Carbon Removal Agreement with
Carbonfuture.

While large companies are moving towards assurance reporting according to a
recent KPMG survey with 77% of respondents now reporting publicly on their
performance. Larger companies of over a US$10 billion revenue stream are ahead of
smaller companies with under a US$ 5 billion turnover at 55.1% and 39.3 %
respectively. By sector financial services, insurance and banking were the most
advanced each scoring over 52%. According to region, North American companies
were the most advanced at an average score of 49.4 % with their European/UK peers
not far behind with a score of 48.8%. 28
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South Africa Fourth ESG Report by Professor Neels Killian

South Africa follows the International Financial Reporting Standards (IFRS) which
requires the disclosure of greenhouse gases (GHG) in the live reports or financial
statements of companies (IFRS, 2023). The IFRS requires the disclosure of scope 1,
2 and 3 GHG emissions, while in South Africa the JSE requires listed companies to
report on scope 1, 2 and 3 (JSE, 2024). Scope 1 refers to the direct GHG emissions
produced by a listed company and second 3 refer to the indirect GHG emissions
produced by a listed company, for example the GHG of supply chain companies in the
aggregate. The calculation of scope 1, 2 and 3 is regulated by the Greenhouse Gas
Protocol, which provides a formula for the calculation of GHG emissions (GHG
Protocol, 2024). It should be noted, for example, that scope 1 could be subjected to
various formulae and, thus, disclosure of the formula used by the company in the
sustainability reports or financial statements is required (Kilian, 2025). This disclosure
of the formula used would allow an investor in the company to immediately understand
whether the company is mitigating climate change or not. Scope 2 and 3 refer to
indirect GHG emissions, with scope 2 requiring for example companies to disclose
coal power plants that generate electricity for them. Scope 3 refers to GHG that result
from the purchase of goods or (financial) services, for example the purchase of shares.
Scope 3 is more difficult to calculate than scope 1 and 2, because it could be based

on assumptions or estimates (GHG Protocol, 2024).

In contrast, the JSE requires listed companies to report on the total GHG
emissions by adding the end result of calculations for scope 1, 2 and 3 together (JSE,
2024). Currently, JSE companies are using the formulae proposed by the GHG
Protocol. In future, in terms of the Climate Change Bill, 2022, South Africa will rely on
technology to calculate the GHG emissions produced by companies. This Bill requires
only scope 1 and 2 GHG disclosures for all companies. It also requires the Minister of
Forestry, Fisheries and the Environment to issue regulations for the way companies
should be complying with or reporting on the Bill. In this case, the possibility exists that
the Minister could exclude certain companies such as small or medium sized
companies from reporting on GHG emissions. This would to some extent be similar to
SEC requirements which recently proposed a standardised rule for environmental
disclosures (SEC, 2024). According to this rule, companies with less than $100 million

in turnover (small companies) or companies with less than $1.2 billion turnover are
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exempted from reporting on GHG. As an alternative, the Minister could follow the
European Union approach, which applies the recently implemented Corporate
Sustainability Directive (CSRD) (Kilian, 2025). In terms of this directive, listed
companies, large companies and foreign companies are all required to comply with
the CSRD. The CSRD requires scope 1, 2 and 3 disclosures with a supplementary
directive being issued after 30 June 2024 to regulate small and medium-sized

companies (Kilian, 2025).

It will be interesting to see how the Minister of Forestry, Fisheries and the
Environment will exclude certain companies from reporting on GHG emissions. The
Climate Change Bill introduces satellite-based technology to calculate emissions
simply because it would be too difficult to make use of GHG formulae to obtain a more
accurate calculation of GHG emissions from individual companies (Kilian, 2025). In
addition, the Climate Change Bill introduces a concept that is foreign to South African
law, namely the carbon sink (Climate Bill, section 1). A carbon sink refers to carbon
storage or carbon capture and there are only 30 companies globally that specialise in
carbon capture. The purpose of carbon capture is to extract GHG from the atmosphere
to make a specific country truly carbon free in future. To achieve carbon neutrality, it
is estimated that carbon capture should be able to extract 3.5 Gtpa from the
atmosphere before 2050. How exactly South Africa will participate in carbon capture
is unclear at present; South Africa could for example request a foreign carbon capture
company to extract GHG emissions in South Africa. Although at present there are only
30 companies currently doing this, the number should drastically increase in future
(Kilian, 2025). An additional issue is that there are currently only 12 satellites that are
able to monitor GHG emissions, although this number should also be increased in
future. We foresee that the Minister would probably require large unlisted and listed
companies to report on GHG, as required by the Minister’s transition plan, until such
time that companies are no longer producing or producing very few GHG. We assume
that by 2050 most (if not all) South African companies will be GHG free or neutral as
a result of the GHG targets and amendments brought about by the Climate Change
Bill. In this regard, the Minister could follow the JSE metrics which are very advanced
from an African perspective (JSE, 2024). These metrics, to some extent, replicate the
CSRD ESG metrics (Kilian, 2025). In brief, the JSE metrics, which have been recently
amended, require companies to make the following disclosures (JSE, 2024):
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Environment

e Scope 1 and 2 GHG emissions and, where appropriate, scope 3 GHG
emissions

e Mix of energy usage, for example solar power, hydropower, wind power

e GHG emission targets that are in line with the Paris Agreement

e The reduction of GHG emissions by 45% by 2023

Social relations

e Percentage of employees by race, gender, age etc

e Ratio of CEO’s salary to the lowest remunerated company employee
e Entry-level remuneration of employees by race, gender, age etc

e Current remuneration and how it compares to a living wage

e Human rights violations committed in other jurisdictions by the company

Corporate governance

e Number of directors on the board who have received training on ethics,
corruption etc

e Composition of the board of directors by race, gender, age etc

e Total number of corrupt business activities

e Total monetary contributions made to political parties

e Ethics and board of directors’ access to professional advice

e Fines or penalties as a result of legislation, court judgments
The CSRD metrics require the following disclosures (in brief) (Kilian, 2025):
Environment

e Disclosure of scope 1, 2 and 3 GHG emissions

¢ Promotion of sustainable biodiversity, ecosystems, water and marine resources
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Social relations

e Promotion of equal gender remuneration within a company
e Promotion of employment conditions that support human rights and prevent

violations of human rights

Corporate governance

e Promotion of administrative record keeping on sustainability matters, for
example company committees to manage sustainable reporting processes and
the implementation of internal company controls to enable the company to

report successfully on sustainability matters

The SEC metrics currently require the following disclosures (in brief) (Kilian, 2025):

Environment

e Scope 1 and 2 GHG emissions
e Number of different GHG produced by the company
e Total GHG produced by the company

Corporate governance

e The establishment of a “green” company committee to monitor the board of
directors and the success achieved by the board is implementing or achieving
GHG targets

From the above it is clear that both the JSE and the CSRD require the disclosure
of scope 1, 2 and 3 GHG emissions, while the SEC requires only scope 1 and 2 to be
disclosed. Section 1 of the Climate Change Bill, 2022, regulates scope 1 and 2 GHG
emissions and, for this reason, the Minister could continue with scope 1 and 2 or could

issue supplementary regulations to regulate listed or large unlisted companies to
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report on scope 1, 2 and 3 GHG emissions. If this were the case, South Africa would
be very close to the CSRD. On the other hand, the Minister could continue with scope
1 and 2 disclosures only as regulated in the Bill, and in this respect, South Africa would
be very close to the SEC. Nevertheless, the CSRD is currently the most stringent
mandatory GHG emission disclosures globally. South Africa could therefore
implement a phased-in approach by following the SEC approach to GHG disclosures,
for example only scope 1 and 2 in the next few years and eventually in the future scope
3. The latter is probably the most realistic approach for South Africa but only time will

tell which approach South Africa will adopt.

It is important to note that countries are also being rated in terms of ESG,
although the ESG metrics used to rate them are unclear. The United States of America
(US), for example, has been rated on whether it will be ESG compliant in the future.
Additionally, individual states (US separate states) have been assessed, with Nevada
being rated AA+, New Mexico AA+ and Utah AAA, to mention a few (S&P Global
Ratings, 2022). By contrast, section 3(c) of the Climate Change Bill states that South
Africa should be measured by its ability to prevent climate change and should not be
compared to wealthier states such as the US.

Accordingly, understanding the universal application of ESG to specific states
could present problems, especially if exceptions exist for countries. In South Africa,
for example, attempts are being made to regulate social relations by doing away with
privately funded hospitals, despite private hospitals in South Africa being financially
more capable of providing basic and advanced medical care to persons who are
members of medical aids (National Health Insurance Act, 2023 hereafter NHI). Medical

aids are regulated by legislation and are responsible for paying patients’ medical costs.

Nevertheless, some doctors are so expensive that patients are billed separately
even after a medical aid has paid the doctor in full. To overcome this obstacle, medical
aids have issued a unique insurance product called “gap cover”, which covers doctors’
expenses in the event the medical aid has not done so (Momentum, 2024). In
comparison, public hospitals are funded by the South African government and look
after the medical needs of 83% of the population. There are 400 public hospitals and
200 private hospitals in South Africa. South Africa’s population is between 60 and 70

million and 83% of the population has to be accommodated by the 400 public hospitals.
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The other 17% of the population are medical aid members, with the best known
medical aid in South Africa being Discovery. The South African government recently
signed the National Health Insurance Bill into law (NHI) (Davis, 2024). The reason for
promulgating this Bill is to promote equality for all South Africans who require medical
assistance. Although the promotion of equality may be appropriate from an ESG
perspective, South Africa would require 1400 public hospitals to cater for the needs of
the population. To support this figure, France has a similar population to South Africa
and has 1400 public hospitals. It would therefore be difficult to argue that equality is
promoted when South Africa only has 600 hospitals in total to comply with the social
relations leg of ESG — unless a different meaning is assigned to equality.

Further, doctors in private hospitals own shares in those hospitals and this
serves as a means to ensure a pension for these doctors when they retire. For
example, when a doctor wants to retire a young, up-and-coming doctor could purchase
such shares. By enforcing the NHI, private hospitals are subject to legislation which
does not make provision for the way shares or the ownership of private hospitals
should be dealt with. The South African government states that by doing away with
private hospitals, the 83% of the population can participate in the transfer of wealth
(an additional 200 hospitals resulting in 600 in total). It is difficult to understand this
“transfer of wealth”; it generally relates to the white population of South Africa and to
the transfer of their wealth. However, there are nine million medical aid members of
which two million are white, hence the transfer of wealth will now take place between
black people of South Africa. Most organisations in South Africa — including Discovery
— argue that the NHI is unsustainable and that it will promote the violation of human
rights (Discovery, 2024). The South African government should rather be committed
to building additional public hospitals to cater for the needs of the 83% of the
population or to privatising public hospitals by appointing private sector CEOs. The
latter solution would probably make government hospitals more financially sustainable
(Roodt, 2024).

On the other hand, the NHI could be “sustainable” seeing that people with
cancer and other serious diseases could have to wait as long as 12 months to see a
doctor (a government waiting list). In addition, pregnant women would not be on a
waiting list — they would have priority treatment and would occupy most of the

hospitals. Since 1975 South Africa’s population has doubled every 20 years or so, for
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example from 22 million in 1975 to 43 million in 1994. According to the recent census
South Africa’s population is estimated to be 62 million; however, citizens have
complained that they were never required to complete census forms, making the
census information unreliable (The Conversation, 2023). Therefore, no money (or
budget) will be made available to look after the needs of people who have cancer or
other serious diseases. Consequently, they will not receive treatment and hospitals
will not accommodate these patients because they will have to bill the government.
Medical specialists will be required to follow specific procedures laid down by the state
on how to treat people and carry out medical procedures, thus doing away with their
discretionary power, for example the discretionary power applied in emergency
circumstances to save people lives. We are already seeing this play out in the
veterinary field where specific procedures for treating animals are regulated (De Jager,
2024).

The above conditions are exacerbated by the fact that South Africa has a 33%
unemployment rate, meaning that existing taxpayers would suffer financially if they
had to finance the NHI. It is estimated that the South African government will have to
raise R1 trillion annually — in addition to the current taxation regime — to finance the
NHI. We know that it is possible to rate states in terms of ESG and, consequently, in
view of its violations of human rights, South Africa could receive a very poor rating for

the social relations leg of ESG.

The Brenthurst Foundation has also explained that South Africa, in terms of
social relations, should avoid further chaos in the economy. Regarding the NHI, it is
possible to argue that the government will be causing further chaos, since it is clear
that all state-owned companies have suffered financial collapse in the past 30 years
(since the establishment of democracy) as a result of corruption by the ruling party
(The Brenthurst Foundation, 2023). In this regard, the Brenthurst Foundation explains
that effective leadership in government is required to make South Africa a prosperous
country (again) for its citizens. On the other hand, South Africa has no or very little
economic growth (estimated at 0.43%) and if the economy does not grow, the
possibility exists that the private sector could disappear (The Brenthurst Foundation,
2023; Labia, 2024). This could be the result of a poor social relations leg in South
Africa.
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After 30 years, South Africa is more than ever fixated on race. Certain welfare
organisations (e.g. orphanages) could see closure of their operations as a result of the
government’s refusal to give grants to those that have not been transformed; in other
words, they have to be a mirror image of the demographics of South Africa (Christel
Cornelissen, 2024). The government received R16,4 billion in applications from
welfare organisations and has only allocated R2,4 billion. This is probably the real
reason why allocations could not be made; instead, race and the demographics of

welfare organisations are provided as reasons.

In a recent High Court case, United Democratic Movement v Eskom Holdings
SOC Ltd Gauteng Division, Pretoria case no: 005779/2023, an application was
brought to review the loadshedding schedule (electricity blackouts are known as
loadshedding) implemented by the state-owned company, Eskom. In this regard, the
applicant requested that police stations, hospitals and schools should be exempt from
loadshedding, as it violates certain human rights, including security, health and
education. The court held that human rights are violated when loadshedding is
implemented; subsequently, an order was made that the government should within 60
days prevent loadshedding at police stations, hospitals and schools (United
Democratic Movement v Eskom Holdings SOC Ltd Gauteng Division, paras 48 and
55). This order is only valid for public hospitals, not private ones. It also applies to

public schools and not private schools.

Black economic empowerment (BEE) legislation requires that companies
(irrespective of whether they are private or public) should be transformed to reflect the
majority race (or demographics) in South Africa. In this regard, a white board of
directors should be replaced by black directors and the same applies to company
employees; however, the same principle does not apply to shareholding in a company.
In other words, the number of shareholders does not have to be a mirror image of the
demographics of South Africa. Sole proprietors (or small companies with less than 50
employees) are excluded from BEE legislation (Broad Based Black Economic

Empowerment Act, 2003).

However, in a recent High Court case, the presiding officer requested the white
advocates (barristers) in the matter to file a memorandum to explain to the court why

all the advocates representing their clients were white (Venter, 2024). The presiding
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officer relied on section 9 of the Constitution of South Africa (Constitution, 1996) that
makes provision for equality; equality demands black advocates — but what about the
LGBTQ+ community, which could include white men or women or other races? Why
did the presiding officer ignore them? The requirements of the BEE legislation are only
relevant to companies that can meet the necessary requirements to be transformed in
terms of black directors and employees etc. The same principle does not apply to sole
proprietors (or small companies), therefore the right to association could be applicable
to other business organisations until such time that similar legislation is promulgated
to enforce the right to association instead of BEE legislation.! However, the right to
association has very limited application — it is not relevant to the employee—employer
relationship, for example the forming of social groups to actively participate in
democracy (political activism). However, a trade union that represents employees
could be regarded as a right to association to prevent discrimination in the workplace,
for example no trade union exists for advocates since they are sole proprietors. As a
result, equality could imply equity and equity implies fairness to recognise individual
differences — the freedom of a client to choose his or her legal representatives.
However, the Constitution allows choice as a human right such as to choose a political
party to vote for without undue influence, or the choice of education or culture but not
between an employer and an employee. Section 22 of the Constitution allows freedom
of choice regarding one’s occupation or trade but this may be regulated by law.

Therefore, section 22 does not truly promote free choice.

The United Nations Declaration on the Elimination of All Forms of Racial
Discrimination could be a pivotal pillar in South Africa — section 39 of the Constitution
is relevant in this regard, for example when interpreting human rights or the Bill of
Rights a court must consider international law (see in general Article 1(4) of UN, 1965).
The notion of choice implies that individuals have the autonomy to make decisions
about their own lives without undue influence such as from the government. In this
regard, considering all the alternatives discussed above, it would appear that freedom
of choice is also a fundamental human right when it comes to choosing one’s legal

representatives or allowing an employer to employ people of his or her choice.

1 See also Freedom Under Law v Judicial Commission Supreme Court of Appeal Case humber 550/2022
(Reportable).
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Whatever the case, in the Constitution the right to freedom is more relevant to
the freedom to form associations to promote democracy or religion, the movement of
people; it is not truly relevant to an employer—employee relationship which is subject
to transformation legislation. The right to freedom allows for the enjoyment of different
choices without the interference of the government, although no similar legislation
exists to promote the participation of the LGBTQ+ community in companies or in
managerial positions or as employees in the commercial world. This could be achieved
by focusing more on the right to choice from a business perspective. In this regard, it
would be part of equity to promote the LGBTQ+ community vigorously in companies
in future (see for example, OECD, 2023). We do not know whether this is globally
possible, since women, for example, are mostly excluded from business activities
worldwide, for example in the appointment of directors, ministers in government
cabinets and presidents, to mention a few. Although South Africa (Constitution)
recognises the importance of international law and it is largely ignored, although there
are more instruments that promote women’s equality than that of the LQBTQ+
community. Goal 5 of the UN 2030 Agenda for Sustainable Development indicates
that it will take 286 years (at the current rate) to do away with discriminatory laws
against women (UN Sustainable Development — the 17 Goals, 2024). In the US, a
proposed bill, the Equality Bill, will promote the LGBTQ+ community in the country
(Wiggins, 2024).

Recently, estate agents in South Africa have been required to implement a
directive by the Estate Agents Affairs Board (EAAB) that requires small private and
public companies as well as sole proprietors to implement similar racial targets or
provisions as the stated in BEE legislation. If estate agents are unwilling or unable to
do so owing to financial constraints, they will not be allowed to practise. Approximately
40 000 estate agents (mainly sole proprietors) will be affected if they do not transform,
as the EAAB will not renew their fidelity certificates to practise irrespective of their
financial circumstances. This directive is contrary to BEE and transformative
legislation which is only applicable to companies. As Rawson Estate Agency (2024)
states, it takes 12 months or so before a rookie agent is able to earn commission and
only 20% of rookies are financially able to carry themselves for 12 months. Of the 16
largest estate agencies in the Gauteng province, only five are able to carry rookies
financially for 12 months and only a limited number of rookies can be accommodated.
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On the other hand, the right or freedom of association is only relevant to the
establishment of political parties (as discussed earlier) and the freedom to associate
with any political party instead of being relevant to the private sector (Budeli, 2010).
We do not know how social relations (or ESG) will be defined in different jurisdictions
in the future (legislation or otherwise), but the possibility exists that minority ethnic
groups will be defined as “majority“ employees in companies or boards of directors,
for example Australia and Nepal which promote Aboriginal people in the workplace
(Victorian Public Sector Commission a, no date). This could be as a result of the United
Nations Declaration on the Rights of Indigenous People, 2018, with reference to
section 32(2) of the Victorian Charter of Human Rights and Responsibilities Act, 2006,
which recognises that international law (UN Declaration of Human Rights of
Indigenous People) should be considered by decision makers whenever they interpret
the law. Aboriginal people (Australia) are mostly concerned with self-determination,
however other countries such as Nepal have used Article 13 of the UN Declaration of
Human Rights of Indigenous People to promote affirmative action (known as
transformation in South Africa for majorities in the workplace) for minorities in the
workplace (Victorian Public Sector Commission b, no date). This promotion of minority
rights could be a good example for South Africa to follow in order to obtain a good
ESG rating. Currently, there is no active legislation to promote minorities in the

workplace, for example the Khoi-San people (Felix, 2021).

In Vodacom Pty(Ltd) v Makate (401/2022) [2024] ZASCA 14;[2024] 2 All SA 1
(SCA) (6 February 2024), the Supreme Court of Appeal had to consider a claim for
payment by a former Vodacom employee, Makate. Makate invented the “Please Call
Me”, which could be sent to other Vodacom cell phone users should a user be unable
to contact another user owing to financial constraints. This invention benefited
Vodacom over a period of approximately 20 years or more by R200 billion
(R200 000 000 000) in total. In line with the JSE ESG metrics indicated above,
Vodacom is required to disclose penalties, fines and monetary judgments against the
company resulting from litigation. In this regard, Vodacom, as a listed company,
announced to its shareholders that a payment of R29 billion (R29 000 000 000) would
probably be made to Makate. Vodacom has lodged an application to appeal with the
Constitutional Court, although it should be noted that the Constitutional Court focuses

only on human rights violations that are in the public interest. Nevertheless, it seems
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that listed companies are aware of the JSE metrics and that disclosure compliance is
required — the notification of the possibility of the Makate payment in Vodacom’s
financial statements or sustainability reports. On the other hand, this invention —
Please Call Me — is not new. Prior to the introduction of cell phones, a collect call could
be made (both in South Africa and globally) on landline phones. In this regard it was
possible for Telkom (biggest landline communication company in South Africa) to
make a call to a person requesting them to accept a collect call. If the response was
yes, they would be responsible for paying for the call. Against this background, the
Please Call Me case is probably opportunistic behaviour with the intention of claiming
billions from Vodacom. In this regard, the Constitutional Court should focus on
previous phone call practices and whether an employee has a human right or a
protected human right (to opportunistic behaviour) in relation to previous inventions
(which are not truly new inventions). If this argument were deemed appropriate, the
Constitutional Court could consider the fact that a Please Call Me is similar to a collect
call and it is in the public interest to avoid opportunistic behaviour and thus reject the

R29 billion payment claim.

Recently, Old Mutual asset managers in South Africa introduced an asset fund
that complies with Sharia law, although religion and compliance with religious
principles are not part of the JSE ESG metrics (Old Mutual, 2004). A fund is Sharia
compliant if the companies included in the fund do not produce or promote alcohol and
tobacco or have gambling as part of their business activities. While alcohol, tobacco
and gambling do not feature in the JSE metrics, as discussed earlier, the CAC 40 ESG
metrics contain ESG requirements that the companies in the index should not
participate in, for example the production of tobacco, since tobacco products are
banned by Sharia law (EURONEXT, 2024). If one argues for the application of section
9 of the Constitution (as discussed earlier), it is possible for all religions to have a
similar fund structure to that of the Sharia fund in South Africa, for example funds that
are compliant with Hindu religious tenets. If this approach were followed dogmatically,
it would mean that other funds could exist in South Africa based solely on religious
principles. A sophisticated economy makes provision for options or alternatives — the
more alternatives there are the more sophisticated the economy and these types of
religious fun could benefit asset managers. If one considers the NASDAQ for example,

it has more than 3500 different listed shares, catering for every investor’s needs. If

35



one follows a different approach to the interpretation of equality, equality is probably
better promoted with more alternatives in the market — to cater for everyone and their
needs in the economy (NASDAQ, 2024). As was previously discussed, welfare
organisations that cater for one particular race could therefore also be acceptable
since they are one alternative to many other welfare alternatives (for example, mixed
races). Or a client employing a white advocate would be acceptable, since there are
many other alternatives in the practice of law which clients could request based on

their culture, religion or preferences (for example, mixed races).

Finally, there are two very important developments that we cover in the Fourth
ESG Report that are new and will determine ESG compliance and success in the

future.

Shift in generational wealth: Impact of next generation activism on support for

ESG principles

High standards of ESG disclosures leave investors with a better understanding of what
they are investing in, thus allowing them to make informed investment decisions,
increasing their profit as investors or shareholders in companies. The average age of
wealth advisors (advising current or prospective investors) in the US, for example, is
57 (JD Power, 2023). However, there is a new, tech-savvy ESG generation that is
slowly but surely replacing the older generation, which does not even understand
computing let alone machine learning/artificial intelligence (Al) as tools to obtain ESG

information and assist with ESG measurements/ratings.

The impact of ESG investment is currently centred on the UK, US and the EU.
However, sustainability as a core feature of ESG investments is a global phenomenon
supported by the UK, the EU and the US, as well as South Africa, where it is hoped
that such investment will promote a sustainable South African economy and improve
the lives of employees of companies that are implementing ESG principles, for

example — even states as was discussed earlier.

The most recent climate change activism in South Africa began in Sasol (a
petroleum company in South Africa). Sasol has more than 30 000 employees in 33
different jurisdictions or states. Some of the largest shareholders in Sasol are the
South African Government Employees Pension Fund (GEPF) and asset managers
Allan Gray, Old Mutual, Coronation and Ninety One (Investec), to mention just a few.
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A recent Sasol annual general meeting of shareholders was interrupted by climate
change activists and, as a result, the meeting could not continue in person but had to
be moved online to avoid the intervention of the activists. Some of the protests
emanated from Ninety One and Old Mutual, which voted against delays in reducing

GHG emissions.

It seems that Sasol has no choice but to reduce GHG emissions by 2030 by
implementing GHG targets (Financial Times, 2023). Sasol could implement similar
GHG targets to other global (Sasol) petroleum companies. Although reducing GHG
emissions is laudable, one should keep in mind that petroleum companies can never
— in theory — achieve zero GHG emissions. While it is possible to set GHG emissions
targets, in principle they would be very difficult to achieve. This raises a very important
guestion: if petroleum companies are unable to achieve zero GHG would pension
funds, for example the GEPF, sell their shares in Sasol and who would buy those
shares keeping in mind the principles of ESG? Asset managers’ main purpose is to
invest in companies that are profitable in order to increase pension fund members’
capital in the future — Al could predict the effect of not being able to sell shares and
the negative effect it would have on future pension benefits. It is possible that pension
fund members such as those of the GEPF could face the possibility of reduced or no
pension fund payments in future. If Sasol fails to exist in future or exists only by
implementing a new business strategy, it might not be as profitable as it is at present.
As a result, dividends to be paid to shareholders, via pension funds to their retired
members, would be reduced. In this regard, another possibility exists that Sasol could
be exempted from ESG principles by the Climate Change Bill so as to maintain its
liquidity and solvency in future. In this regard, members of pension funds would not be
negatively affected.

On the other hand, Sasol participates in global projects to engineer a new
generation of petroleum fuels called green fuels especially for the aviation and marine
industries. Sasol’s global partners are Denmark, Sweden and Germany to mention a
few (Sasol Ecoft, 2024). In brief, the aviation industry requires 450 billion litres of fuel
per annum while currently only 300 million litres (green fuel) are produced by the Sasol
partnership. This production has to be increased by as much of 1500 times to meet
450 billion litres per annum. It is interesting to note that green fuels are derived from

renewable sources such as by extracting CO:2 from the atmosphere and combining it
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with a chemical process, thus producing a type of synthetic fuel. Synthetic fuels
eliminate or reduce GHG and are commonly referred to as sustainable fuels or green
fuels. It is possible that all fuels could be synthetic by 2050. When synthetic or green
fuels are used by combustion engines, the fuel releases the same amount of CO: into
the atmosphere as the CO2 captured in the production of the green fuel. Accordingly,
internal combustion vehicles, aviation and the maritime industry could continue
indefinitely to make use of green fuels without any additional CO2 being released into
the atmosphere (Sassol Ecoft, 2024).

In contrast, the petroleum companies Shell, BP and Total are in the process of
cancelling their operations in South Africa. Shell is leaving South Africa as a result of
a shareholder dispute with Thebe Investments, which is owned by the ruling political
party of South Africa, and Thebe wants to sell its shares in Shell for R3,7 billion despite
only investing R73 million in Shell approximately 22 years ago. At the time, Shell sold
the shares for R73 million to allow BEE; that is, to promote transformation in South
Africa (Stoddard, 2024). Shell argues that the value of the R73 million shares is far
less than R3,7 billion, probably even less than R73 million because of the failure of a
state-owned company, Transnet (inland transport), to deliver the amount of fuel
required to make Shell profitable in South Africa. The same arguments are followed
by BP and Total. If one considers ESG, Sasol explains it by Planet, People and Profit
or PPP. If there is no profit then it is impossible to implement provisions to prevent
climate change (to produce synthetic fuels) as was discussed earlier. If profits are
decreased as a result of state-owned companies (poor performances) or additional
taxes to be paid by petroleum companies in South Africa, less profits or capital will be
available to finance the expenses necessary to produce synthetic fuels. The Climate
Change Bill, 2022, allows the Minister to issue regulations on how climate change
should be prevented in South Africa. If the regulations are not complied with, for
example by Shell or other petroleum companies, the Minister could issue fines or
penalties, making South Africa’s petroleum industry even less profitable in the future
and as a result making less capital available to finance future synthetic fuel research
to benefit the principles of ESG. Fuel is highly regulated in South Africa: in 2003 fuel
was approximately R4 per litre and is currently nearly R26 per litre — an increase by
6.5 times. The breakdown of the fuel price is as follows: on a 50 litre fuel tank (50 x 26
= R1300 per tank), the consumer will pay nearly R320 in taxes. Additional costs
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include customs, the Road Accident Fund, transporting the fuel from the harbour to
inland areas, retail costs of independent fuel station owners and secondary storage
fees for fuel, to mention a few. What is left is paid to Shell, for example (Thorne, 2024.
It should be noted that there is no true transparency in the calculation of costs with
reference to the fuel price). Al could be used by petroleum companies to predict
additional taxes to be levied by a government and their impact on the profitability of

petroleum companies in future.

Prior to 2008, petroleum companies in South Africa embarked on the
retrenchment of white employees to accommodate BEE or transformation. Currently,
fuel stations are privately owned — to some extent. However, should a white owner
die, and the business activities are inherited by a family member, for example the
owner’s son, the petroleum company will insist on 50% ownership between the son
and a black partner. Should this not be accomplished, the petroleum company could
withdraw the son’s licence to operate as a fuel station. A brief example of some of the
retrenchments can be found in Total South Africa v Reon Meyer Labour Appeal Court
Case number JA03/2020. Although the petroleum companies complied with
transformation legislation, it remains very difficult to be profitable in South Africa in
view of the current economic circumstances (South Africa’s growth rate is less than
1%) and the possibility of future fines to be imposed by the Minister. It is possible to
make use of Al to establish what is considered fairness or equality in the workplace.
In addition, the City of Cape Town is monitoring heatwaves (in part using Al) using
advanced sensors to draw a heatwave map of the city. Because some parts of the city
have no trees, temperatures can vary by 15 degrees, for example 25 degrees in areas
of the city with low building density compared to 41 degrees in high-density areas on
the same day (Engel, 2024).

Naspers has appointed a new 45-year-old CEO, Fabricio Bloisi. Fabricio has
employed sophisticated computer programs to conduct business at iFood which has
3500 employees, is partnered with 350 000 restaurants, works with more than 300 000
delivery couriers and serves more than 96 million food orders per month. In 2023,
iFood produced 0.53% of Brazil's GDP- extremely high for one company (Group
Updates, 2024). The new CEO is familiar with the benefits of Al and his expertise will
contribute to Naspers’ ESG compliance in future and assist it to compete effectively

with other global companies such as Amazon. Naspers’ South African equivalent to
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Amazon is Takealot.com. Naspers states that the implementation of Al in its business
activities increased by 2,5 times in 2017 (Naspers, 2024). The new Naspers CEO has
a degree in computer science; previously companies appointed mainly chartered
accountants as CEOs to manage companies effectively but this approach is changing.
To compete in the 21st century, Al is required to promote ESG in business activities,
to comply with ESG principles effectively and to make sure that the board is meeting
its ESG targets.

Al is to a certain extent already present in ESG company reports. A company
that has developed ESG reporting and ESG rating simultaneously for both listed and
unlisted companies is The ESG Book. The ESG Book has been recommended by
Nasdagq since 2022, and it is possible to align it with recent ESG developments issued
by the SEC (Deloitte, 2024); that is, the SEC rule known as the Enhancement and
Standardisation of Climate-Related Disclosures for Investors (The ESG Book, 2024).
The ESG Book makes use of 450 factors that have to be completed by individual
companies to analyse their commitment to ESG practices and also to assign them an
ESG score — without making use of an external rating company such as MSCI. MSCI
assigns a score between AAA (the highest) and CCC (the lowest) to the business
operations of companies, while The ESG Book assigns a numerical score to ESG
ratings instead. It would appear that The ESG Book focuses on the ESG directives
issued by the SEC and those of the European Parliament and Commission, for
example the Corporate Sustainability Reporting Directive (CSRD) 2013/34 and
2022/64 among others (The ESG Book, 2024). The ESG Book incorporates regulatory
requirements (directives 2013/34 and 2022/64) to produce reliable ESG ratings, for
example low or high ratings if the company is able to calculate scope 1, 2 and to some
extent 3 GHG emissions. The CSRD requires EU companies and foreign companies
in the European Union to report on CSRD in the 2024 financial year, although scope

3 calculations are not generally required for the first reporting year.

The SEC rule requires only scope 1 and 2 GHG emission disclosures and is
only relevant to companies with a turnover of more than $US 1,2 billion (SEC, 2024).
In the EU, scope 1, 2 and 3 reporting is required for all companies except micro
companies with a turnover of less than €700 000 (Kilian, 2025). However, in the EU
there is a phase-in process for companies to report on the CSRD from 2024 to 2027,

although certain EU listed companies may be exempt from reporting for two years only
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(Kilian, 2025). The Climate Change Bill, 2022, which also defines scope 1 and 2 GHG
emissions in section 1, but there is no mention of scope 3 GHG emissions, thus the
Bill appears to follow the SEC approach to GHG calculations. The Bill also defines a
carbon sink - absorbs CO2 from the atmosphere, as explained earlier with reference
to synthetic fuels. Currently, the bill requires technology to calculate scope 1 and 2
GHG emissions, but in the EU and US scope 1, 2 and 3 are manual calculations, done
according to formulae prescribed by the GHG Protocol (GHG Protocol, 2024). Scope
1 could be calculated by making use of either simple or more complex formulae but,
irrespective the formulae used, disclosure is required in either financial statements or
sustainability reports to allow investors (or shareholders) the opportunity to make

informed decisions about the company’s commitment to climate change (Kilian, 2025).

The technology that South Africa will be using to calculate GHG remains
unclear — probably Al, but there is also the possibility of using satellite technology. As
already mentioned, there are currently just 12 satellites that can monitor GHG globally.
One example of Al monitoring is in the Amazon rain forest where Al is predicting the
next sites where deforestation will occur (The Guardian, 2023). If the same approach
were followed, it would mean that Al could predict which ESG factor (e.g. social
relations leg) might be violated by companies in future. Regarding the social relations
factor, the advent of Al has led to the dominant role that the right to privacy will play in
future. An example here is the legislation passed by the US state of Colorado to
address mind reading technology (Boyd, 2024; Meyer, 2024). This technology is called
neuro-technology and is used to identify brain defects such as epilepsy and to read
brainwaves and brain frequencies that reflect certain words. Such technology is very
sensitive and is able to identify certain frequencies of words in the brain. It could be
used by an insurance company, for example, by reading or knowing the unspoken
words of a prospective policyholder to understand whether a person is acting in good
faith when concluding a policy. Neuro-technology could also alter brain structures

allowing male fide governments to regulate people.

The future: Family offices and the implementation of good ESG principlesin the form

of investments in solar panels, creating green buildings and the like
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The future is reflected in companies that provide wealth management platforms, data
and analytics support and ESG-related measurement services to family offices. As
mentioned in the first half of this report, Ken Gamsjaer, CEO and co-founder of Aleta,
which is a wealth platform for family offices that integrates various sustainability

metrics into its core product.

Aleta is a highly regarded asset manager that has recognised this shift and has
recently expanded into the US (originally from Europe) to provide suitable services for
this growing market. US-based companies are acting (provisionally) on this trend too,
with family offices increasingly more interested in aligning their investments with their
values (ESG principles) to make an impact on the business issues they care about
most, for example companies that preserve rain forests (Ethic, 2024).

“The role of investment advisors has shifted to include understanding not only
clients' financial goals but also what kind of future they want to see, and the
legacy they want to leave,” says Amanda Baker, head of family office solutions
at Ethic, which creates personalised solutions to help investors and family offices
transition capital into sustainable strategies. She adds, “It's been exciting to see
the effect of providing tools for transparency and impact opportunities — both on

the way advisors connect with their clients, and how families view the role they
can play”

This significant shift to family offices is evolving in its own way, affecting the family
office investment industry, and potentially contributing to financial frictions between
generations (during the wealth transition from the old to the new generation of
investors). Will the next generation of family offices in America and South Africa
acknowledge the importance of sustainability and develop in the same way as EU
private wealth investment portfolios? In the US, approximately 19 000 individuals are
investing between $100 million and $500 million, of which are 9700 are single or other
type of family offices. The investors of more than $500 million comprise 1400
individuals and 860 single or other type of family office (Family Office Exchange,
2019).

It is unclear whether all family offices recognise ESG investments, since they
have a desire for privacy and/or the right to protect their privacy. For this reason, asset
managers will not, as a rule, disclose the identity of family offices, although some are
disclosing interesting family office facts. Family offices employ between 5 and 15
employees who have a very good understanding of the different markets, and only
10% of family offices have a CEO who is not family related (Forbes, 2023; cf World

42



Metrics, 2024 for up-to-date data). The composition of family office employees or
CEOs is 85% male, which is contrary to the social relations leg of ESG. Globally,
outside the US there are approximately 7000 family offices and the amount of
investments is unclear. Family offices are investing 37% in crypto currency (World
Metrics, 2024). Only 78% of family offices have a succession plan, only 56% have
family members working as employees and only 30% are interested in ESG
investments. Family offices are investing in real estate at 17%, the largest of their
investments, and 31% are investing in start-ups, for example companies with
sustainability as their main business activity (e.g. companies producing solar panels
or construction companies that have changed their construction activities to promote
green buildings) (World Metrics, 2024). The life expectancy of family offices is only 10

years or So.

In sub-Saharan Africa and South Africa, family offices make up 46% of the
aggregate of investors. These family offices rely on the opinion of a Harvard professor,
Sandra Sucher, who has established four investment pillars, namely, competent
employees, motives for investing in particular industries, any fair investment goals,
and lastly, the investment impact the family offices have. In South Africa, 88% of family
trusts do not invest in ESG companies nor do they disclose which investment
strategies are important to them (PWC, 2023). These family offices comprise
millennials or generation Zs whose investment strategies should differ from those of
the older generations, for example the baby boomers — in retrospect not really if one
considers the fact that millennials, as an example, ignores the importance of ESG
(PWC, 2023). Globally, only 40% of family offices say that they will be better off in five

years’ time (Edelman Trust Barometer, 2023).

Family offices may also involve employees working remotely off the employer’s
premises. While this is a result of the Covid-19 pandemic, family offices in relation to
fund managers differ. A family office is the result of wealthy families creating an office
where the family can make use of the services of an existing asset manager dedicated
solely to the family office, or individual asset managers appointed by it, or the family
office can employ experts (e.g. stockbrokers who were not previously asset managers)
in the field of investment practices, or the family office could use consultants
(stockbrokers, asset managers or accountants) dedicated to providing the best
financial and investment options for the family (IgEq, 2024). Regulation 2023/606
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issued by the EU Parliament and EU Council has amended Regulation 2015/760
pertaining to investment vehicles. Accordingly, a minimum capital investment of €10
million is required for long-term investment purposes. Regulation 2023/606, commonly
referred to as European long-term investment funds (ELTIF), allows asset managers
to invest in real (estate) assets, also known as the real economy. Real assets have
been defined as including the following:

e Communication research and development and maintenance of infrastructure

e Environment, for example water rights, mineral rights, forest rights, green
building rights as infrastructure

e Energy research and development, for example renewables

e Transport research and development and maintenance of infrastructure

e Hospitals developments as social infrastructure

e Retirement homes/housing and social housing developments as social
infrastructure

e Education support and maintenance of infrastructure

e Health support and maintenance of infrastructure

e Welfare organisations support

e Intellectual property

e Aviation research development

e Machinery research development etc

The purpose of Regulation 2023/606 is to ensure that the EU economy creates jobs,
is sustainable and supports inclusive growth — contrary to the US and South African
family offices discussed above with reference to ESG. These assets are also defined
as eligible investments, unlike jewellery, artworks or wine for example. Regulation
2023/606 (para 9) does not require investments in the above real assets to be overall
ESG compliant; however, it does place emphasis on sustainability which requires
disclosures in terms of Articles 8 and 9 of Regulation 2019/2088 which refer indirectly
to ESG compliance. This regulation requires detailed disclosures in pre-contractual or
pre-investment transactions. For example, Articles 8 and 9 require the following

disclosures to be made by companies:

¢ Environmental and social relations disclosures to investors (Article 8)

e Sustainable investment disclosures to investors (Article 9)
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This does not really make sense. However, if we explain Articles 8 and 9 with reference
to prohibitions on investing in companies that are producing tobacco products, or
weaponry, or nuclear bombs (or nuclear technology for a controversial weapon or
bomb), showing disrespect for human rights in terms of the United Nations Guiding
Principles on Human Rights and Business, coal (or fossil fuel) extracting companies,
or disrespect for the United Nations Global Compact or other similar international law
instruments, these companies will be deemed unsustainable companies to invest in
the long-term. Hence, family offices in the EU that are ESG focused will avoid the
above companies for investment purposes. We assume more than 25% of EU family
offices are investing in ESG-compliant companies (the global average is 25% and the
EU is leading the US in terms of ESG investments — see Norton Rose Fullbright, 2024).
These examples are combined in the CAC 40 ESG Index, which contains the largest
40 companies on the Euronext stock exchange that comply with Articles 8 and 9. It is
clear that currently no petroleum company forms part of the CAC 40 ESG Index. Like
an index or fund, it is also possible for asset managers not to invest in individual listed
companies that violate Articles 8 and 9. To understand whether an investment is
sustainable, ESG rating companies such as MSCI will assign a rating to a fund or

company illustrating its sustainability prospects.
Large companies as repositories of green investment

By focusing on the above, it is clear that family offices could be investing in the CAC
40 ESG Index (CAC 40 ESG, 2024). Societe Generale is a company, not a family
office, that specialises in the banking industry. It has more than 25 million clients and
more than 126 000 employees (Societe Generale, 2024). It has helped to finance solar
panels and green electricity with the most recent example being in Japan with a
ground-breaking solar project. By 2030 Japan wants to generate 38% of its electricity
using renewables such as solar power. The computer system software used to
manage the solar farm is Microsoft and Microsoft Al and there is an 20-year agreement
between Microsoft and Shizen Energy (Societe Generale, 2024). The solar farm
(Inuyama plant) is located near Aichi, which is a vehicle, aviation (and machine)
electrical component manufacturing hub. As an international lender, Societe Generale
seeks to finance similar projects in Asia and the Americas and the Shizen deal could
serve as a template for other similar global projects and family offices. It is also a

lender in transport development.
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In Senegal, transport problems related to the irregular flow of vehicles to and
from the city of Dakar have interfered with economic growth. The Senegal government
wants to improve the transport infrastructure and to prevent climate change. We do
not know how many family offices there are in Senegal (PWC, 2023), although an
agreement is in place between the government of Senegal and Matiére, the latter
being a developer of bridges and roads among other things. The Senegal government
did not insist that Matiere board members should be Senegalese and the company is
free to make its own choices in this regard. In contrast, in South Africa similar projects
are always subject to BEE requirements which result in conflict. Nominations to the
boards of foreign companies completing projects in South Africa are generally
members of the South African ruling party. Accordingly, the government is always
involved in the private sector to some extent. It should be noted that a government has
a specific function or role to play and politics should play no part in the private sector
as it hinders growth (Crouth, 2024).

A practical example of political interference is the case of Starlink which could
have provided internet access to South Africa’s deep rural areas (access to internet
banking and Google to mention a few). As stated earlier, equality as regulated by the
South African Constitution should offer various alternatives in the economy. The more
alternatives there are, the more sophisticated an economy is and the more
sophisticated a constitutional argument. In this regard, equality or equity should also
refer to individual choices to promote a sophisticated constitutional (perhaps
regulated) economy, allowing a choice for investors to implement transformative
legislation or not. This should not be seen as contrary to equality; nevertheless, since
2012 South Africa has terminated bilateral treaties signed with the EU states and
Argentina among others. The EU criticised the termination as it would decrease
investor confidence in South Africa. The reason why South Africa terminated the
treaties could be as a result of the unwillingness of foreign companies to implement
transformative legislation. It should be noted that transformation could require that
80% of a foreign board should be black South Africans (in the Starlink case it was
30%). For example, in Piero Foresti Laura De Carli v Republic of South Africa, an
international tribunal had to decide on the appropriateness of BEE to their business
operations (Dugard, 2020). The applicant sought R3 billion from South Africa for other
reasons too, for example their mineral rights were being expropriated and replaced
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with less valuable rights. However, the tribunal did not issue a decision on this. In the
end, South Africa and the foreign investment company agreed to a 5% black
ownership in the foreign company. As a result, since 2012 South Africa has not only
terminated but also renegotiated treaties that make explicit provision for BEE (Dugard,
2020, pp. 656-658). Although neither treaties nor the decisions of international
tribunals are public information, it should be noted that a South African legal
representative requested a bribe of R5 million to set aside the Piero Foresti Laura De
Carli dispute. As a result of this blatant corruption, South Africa’s ESG rating could
drop, resulting in some investors, including family offices, refusing to enter into such
treaties as well and requiring transparent information on the content of treaties and
international tribunals, especially in regard to information relevant to foreign start-ups.
This once again enforces a sophisticated economy by granting alternatives to family

offices for example (see in general Dugard, 2020, pp. 658).

In the US, in State of Utah v Walsch, the Texas District Court for the Northern
District of Amarillo Division 2:23-CV-016-Z Judge Kacsmaryk had to decide on the
2022 Rule issued by the Secretary of Labour (Walsch) to regulate the duties of
fiduciaries (asset managers) to amend the Employment Retirement Income Security
Act 1974 (ESRIA). This Rule states that fiduciaries should take note of ESG
investments to benefit the employees of retirement schemes (commonly known as
pension funds). The respondents were the State of Utah and 26 other states that
opposed the 2022 Rule. Judge Kacsmaryk held that ESG plays an important role and
it should be part of asset managers’ duties to impose and promote sustainable
investments as they pertain to contributions received from employee retirement
schemes. The judge held that the 2022 Rule is neither arbitrary nor capricious. For
this reason, fiduciaries should consider investments that are not only sustainable but
that also comply with the principles of ESG. In this regard, fiduciaries could consider
stock exchange indexes that contain listed companies that promote, inter alia, the
environment and social relations, for example listed companies with similar business
objectives to Societe Generale (CAC 40 ESG Index). Family offices that contribute to
stock exchange investments should take note of the State of Utah case when
considering the importance of ESG in their portfolios, and if so, to understand the

importance of the case.
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South Africa also recognises climate change and its related consequences for the
South African economy. The same applies — to some extent — to wealthy individuals
or family offices in South Africa, as discussed previously. Ninety One asset managers
are making use of MSCI to rate Ninety One and its investment portfolios. The different
portfolio ratings vary between AAA and CCC but most are between AAA and BBB. It
should be noted that asset managers at Ninety One are also investing in the CAC 40
ESG Index and listed companies that are complying with Articles 8 and 9, as discussed
previously (Ninety One, 2024). It is possible for domestic asset managers and fund
managers to invest in their own listed funds as regulated by section 65 of the Collective
Investment Schemes Act, 2002, as amended.

Some asset managers have not yet participated in ESG ratings, for example
Sterling Private Client asset managers, which could be to the detriment of family
offices. The Sterling Wealth Global Fund is merely rated on a scale of 1-5 in terms of
the risk or potential risk for investors when investing in this fund. This fund is rated a
four and is considered high risk (Sterling, 2024). However, some of the
securities/shares that form part of the Sterling Global Fund include Ninety One GSF
Global Macro Allocation Fund and iShares Core MSCI ETF. These funds may be ESG
compliant owing to the ESG diligence of Ninety One via MSCI ESG ratings. However,
the other investment securities — not ESG rated — should be disclosed as ESG non-
compliant by Sterling to at least promote transparency for family offices, unless such
offices are focusing on a specific fund within the Sterling fund, for example Dodge &
Cox Worldwide Global Bond Fund which is rated four stars for ESG compliance by
Morningstar (Financial Times, 2024 the fund could consist of green projects). In
addition, it remains difficult to assign an aggregate ESG rating, especially if one rating
company uses the alphabet and another a star system. Nevertheless, an asset
manager could explain the sustainability of individual securities within the fund to allow
a family office an opportunity to decide whether to invest in that fund — the same
applies to other investors. Also, since South African asset managers could invest
globally, it is possible to explain to the family office the nature of the individual
companies and how they are contributing to health, education, transport etc. as

discued earlier with reference to the EU directive.

South African listed companies are not bound to disclose similar guidance to

domestic investors or family offices. A practical example is the Old Mutual Equity Fund
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which includes a tobacco company in the composition of its fund, namely, British
American Tobacco (Old Mutual Equity Fund, 2024). It should be noted that this fund
is rated the highest ESG score, namely AAA by MSCI in South Africa and might
confuse family offices as being ESG compliant. A South African listed company on the
JSE that specialises in renewables is a US company, Montauk (JSE, 2024). Mediclinic
which specialises in private healthcare in the form of private hospitals in South Africa
has delisted from the JSE, while Curro private schools have listed on the JSE. In this
regard, the JSE provides limited choices for family offices that want to duplicate the
EU directive (as explained earlier) in South Africa, especially if one considers the
number of companies that have delisted from the JSE over the last two decades.

The impact of politics on ESG implementation

The elections in South Africa and the UK, the results of which were discussed above,
are distorting the implementation of ESG in real terms. We explore claims that energy
problems are no longer so severe and that there is no need for loadshedding in South
Africa as businesses and households are buying their own solar panels to promote
renewable energy.

In the UK, particularly in the City of London, there are claims of an abundance
of solar-generated electricity supplies but the waiting times to be connected to the
central grid are too long and too costly. The UK government is making little effort to
improve the situation, but this could change after the election this year. Many new
companies that are moving to new ESG-compliant buildings are experiencing delays

because of the slowness of being connected to the electricity grid.

In South Africa, most observers state that the implementation of loadshedding
(structured blackouts in South Africa for up to 6—8 hours per day) was a strategic
political initiative of the ruling party. It is believed that by doing away with loadshedding
just before the national elections, South African citizens would vote in favour of the
ruling party on 29 May 2024 — the end result of the election was not in favour of the
ruling party, however, which no longer has an outright majority. In reality, citizens’ are
aware of the broken electricity infrastructure and the signing of the NHI into law just
before the election to mention just a few issues and this was evident in the voting
results. The ruling party suffered severe losses — a decrease of nearly 20% compared

to 30 years ago. In addition, there is speculation that Eskom has used almost all its
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diesel reserves/budget to prevent loadshedding before the elections and, as a result,
South Africa will experience greater loadshedding after the elections. It is also clear,
as stated in our third report, that other countries are investing in South Africa to build
greener electricity and renewables. A recent example is the Western Cape (HexBESS
plant) where Africa’s largest battery plant is being employed to generate electricity in
the event of a blackout — it has the potential to generate 1440 Mwh per day (Eskom,
2023). This plant can power a town the size of Mossel Bay (population 140 000) for
up to five hours a day. Eskom is planning to duplicate the HexBESS project in eight
other provinces of South Africa. The HexBESS project was completed by Hysosung
Heavy Industries (Hysosung Heavy Industries, 2024), a South Korean company listed
on the South Korean stock exchange. This company has also built nursery schools
and donated school uniforms and computers, among other things, to underprivileged

communities in the Western Cape.

The ruling party/government of South Africa wants to allocate 70% of renewable
energy to the Eskom electricity grid by the end of 2025. Another example of probably
the largest solar plant in the Global South is the Khi Solar One plant situated close to
the Northern Cape town of Upington in South Africa (Enel, 2024). Currently, only 2%
of South African households are making use of solar panels (see Heyns, 2024) and
only 83% of the population live in brick-and-mortar houses (see Heyns, 2024). The Khi
Solar One plant can generate 20 GWh per year and could supply energy to 1000
households. The Enel (sustainable developer) company has partnered with Oasis
Skills Development Centre to help to empower disabled and unemployed people in
the Upington region with skills such as beadwork, growing sustainable food,
needlework, the production of furniture, educational resources and baking. Enel has
also donated a daycare centre, Ubunye Day Care, to help support the educational
needs of preschool children. The daycare centre buildings consist of old shipping
containers, and one has been converted into a kitchen to prepare food for the children.
Enel has also developed the Adams solar plant, also located in the Northern Cape
province, which generates 187 GWh and supplies electricity to 100 000 households.
The social relations contributions to the community entail the planting of herbs and the
development of cosmetic products, medical products for personal use and eco-friendly
household cleaning products. The Adams project has contributed 12 economically
viable independent companies (specifically cooperatives as a form of company) in 15
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villages. In addition, a local school is benefiting from solar panels installed by Enel
(Enel, 2024). Enel has also built the Pulida solar plant in the Free State province, which
produces 318 GWh and is able to supply electricity to 50 000 households. In this
regard, the community benefits from newly established sports facilities, for example a
soccer field, free Wi-Fi for the community, and assistance for school students to further
their education at university. Enel has also developed the Garob Wind Farm, also in
the Northern Cape, which is able to generate 573 GWh for 80 000 households (see in
general Metelerkamp, 2024). Enel has provided 135 iPads to underprivileged children,
assistance with the manufacturing of furniture, sponsoring of deserving school
students to study at university, providing 100 blankets to families during the winter
months, an artificial turf soccer field and Wi-Fi. During construction, 500 community
members were employed (Enel, 2024). Enel would appear to be an Italian company,
since agreements between Johannesburg and Rome to develop renewable energy in
South Africa are referred to. Enel has also developed solar plants in Nxuba, Oyster
Bay, Karusa and Soetwater, all of them in South Africa. Soetwater supplies renewable
electricity to 100 000 households (Enel Soetwater, 2024), Nxuba to 70 000
households and Oyster Bay to 80 000 households (Enel Nxuba, 2024; Enel Oyster
Bay, 2024). It should be noted that these projects are not public information. This was
done to avoid trade union interference and/or other political protests relating to not
employing South Africans only and to prevent South African companies competing for
the above projects. As a result, the completion dates of these projects were met within
the estimated time frame. In this regard, we assume only some Eskom executives
and/or some ruling party members were aware of and supported these projects in
South Africa.

Eskom, the coal power plant of South Africa produces approximately 90% of
South Africa’s electricity and exports approximately 40% to countries in Africa. It
should be noted that the international community has extended an exception (until
2023) for Eskom to comply with global requirements to prevent climate change.
Nevertheless, Eskom wants to increase the price of consumers’ electricity by 44% in
2025, making it very expensive (Mahlaka, 2024). The reason for such an increase is
that many South Africans do not pay for electricity (on time), resulting in municipalities
falling behind in their payments to Eskom (De Lange, 2008, pp. 9). As a result, in 2024
Johannesburg is required to pay Eskom nearly R84 billion in arrears to settle its
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electricity account. Consequently, consumers that do pay for electricity will be
penalised by a 44% increase in price. It appears that Eskom is allowed to continue
making use of coal until 2030, instead of implementing renewable energy to provide

sustainable electricity to a population of 62 million people.

The ruling party of South Africa signed agreements with South Korea
(concluded 2010), Russia (concluded 2014) and the US (concluded 1995) to build new
nuclear plants in South Africa. The South African Nuclear Energy Corporation has
since the 1990s developed advanced nuclear technology, namely, pebble-bed
reactors (Ibrahim Dinser, 2018; World Nuclear Association, 2024). This technology is
very safe as no nuclear accidents can occur due to human error. Nevertheless, the
South African ruling party insisted on signing contracts with Russia since Russia would
have financed some of the nuclear projects in South Africa although without making
use of pebble-bed technologies. The implementation of these treaties between South
Africa, US and Korea were set aside by the Western Cape High Court in Earth Life-
Africa v The Minister of Energy Case Number 19525/2015. The case focused on a
procedurally fair consultation process with the public to establish whether additional
nuclear plants would benefit South Africa. This was required by section 34 of the
Electricity Regulation Act, 2006. Nevertheless, section 34 was not complied with and
as a result the Electricity Regulation Act has been amended since the judgment to
repeal sections 28—41. In addition, it was argued that the procurement of the nuclear
treaties also did not comply with sections 217 and 213(3) of the South African
Constitution dealing with fairness in the procurement of treaties. The Constitution can
only be amended by a two-thirds majority vote in parliament. Subsequently, the High
Court issued an order to set aside all three treaties as being unlawful and
unconstitutional. This court case could be criticised in that the court usurped the
powers of the executive in deciding on national projects for South Africa. On the other
hand, due processes in terms of tabling treaties before parliament are a requirement
to allow parliament an opportunity to accept or to reject treaties. The signature of the
president of South Africa cannot bind South Africa to a treaty unless it is ratified by
parliament. In this regard, the treaties were also not part of “self-executing” treaties
which generally do not require approval from parliament (Dugard, 2020, pp. 77-78).

In South Africa, two decades ago 13% of the population lived in informal

settlements — temporary houses. Currently, 12,2% of the population are still living in
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temporary houses. Temporary houses are defined as houses where the construction
largely consists of zinc plates (galvanised steel). By contrast, approximately 83% of
the population live in brick-and-mortar houses. Of these dwellings, only 26% are
occupied by one person. Approximately 83% of the population has running water at
home and 89% has access to electricity. In addition, 76% use electricity to cook,
although in some provinces, for example Mpumalanga, the population cooks over
open fires (Stats, 2023). In South Africa, only 2,5% of households make use of solar
panels as renewable energy. This is extremely low if you compare it to the fact that
1% of households have a piano. Additionally, only 3,3% of households are making use
of solar geysers and 78% are affected by Eskom loadshedding. In South Africa, 8% of
households do not experience loadshedding — this could be the result of political
privilege or as a result of fossil fuel generators. In the Limpopo province, daily
loadshedding affects 90% of households — only 80% of households have a fridge and
freezer and 4% of households have swimming pools. The number of people who have
a medical aid, allowing them to be admitted to private hospitals, is approximately nine
million. One and half of every two medical aid members is black (Heyns, 2024, e.g.
seven million black members and two million white members). The NHI will mostly
affect black medical members and could be the main reason why the ruling party lost

votes in the recent election.

The state of ESG compliance in insurance, asset management companies,

banks, stock exchanges and shipping

To understand the progress made in ESG compliance in South Africa and the City of
London it is essential to assess the insurance, asset management (especially pension
funds), banking, stock exchange and shipping sectors (especially in the City of
London).

From a South African perspective, the shipping sectors are not discussed in
detail. However, it should be noted that Grindrod Shipping Holdings Ltd, discussed
below, is currently listed on the JSE and is subject to the JSE ESG listing implications
(Grindrod a, 2024; Grindrod b, 2024). Grindrod Shipping Holdings Ltd specialises in
international shipping and originated in South Africa in 1910. Its headquarters are
currently in Singapore. In 1994 a subsidiary of Grindrod established the South African
Grindrod Bank which is currently a wholly owned subsidiary of African Bank.
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Regarding insurance and reinsurance companies, reference is firstly made to
the EU, namely the Corporate Sustainability Directive (CSRD) discussed earlier,
specifically Directive 2022/64 which regulates the sizes of companies that should
report on ESG in either their financial statements or sustainability reports. In 2025, EU
listed companies and large companies (turnover of more than €40 000 000), both local
and foreign, will be required to follow a phase-in approach to reporting (as discussed
earlier). Micro companies, that is, companies with turnover of less than €700 000 or
R14 000 000 in South African currency are exempted from reporting. Should the
Minister of Forestry, Fisheries and the Environment issue regulations as required by
the Climate Change Bill, 2022, it would be possible to follow a similar phase-in
approach for companies to report on ESG factors. Phase in — we suggest — should
also be based on turnover expressed in South African rand and should exclude micro
companies. In this regard, insurance brokers, non-mandated intermediaries or
underwriting managers (the last two are a form of agent acting on behalf of insurance
companies and the first is a broker acting on behalf of policyholders) could be labelled
as micro companies and therefore not required to report on ESG factors (could also
include asset or fund managers — amount of funds or investments under their control
is not equal to their turnover). However, the CSRD requires insurance and credit
companies, that is, small or medium-sized companies to report on specific ESG
metrics (size of the small and medium-sized companies is regulated by Directives
86/635/EEC and 91/674/EEC) — excluding small and medium-sized companies from
disclosing GHG emissions for example scope 1, 2 and 3. The ESG metrics are as
follows in terms of Article 19 subsection 6 of the CSRD — a direct result of Directive
2013/34/EU:

e Strategy to be followed to prevent climate change

e Implementation of policies to monitor the business activities of companies
aimed at preventing climate change

e Indication of the risks relevant to the implementation of policies and how the
company manages those risks

e Other key indicators relevant in the prevention of climate change

In terms of the Climate Change Bill, the Minister could use similar ESG metrics
for small and medium-sized companies. In this regard, the size of the companies plays

an important role in their ESG reporting requirements. However, an additional EU
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directive to regulate small and medium-sized companies will probably be issued at the
end of June 2024. In this regard it is unclear how South Africa would regulate listed
companies and banks. Banks (e.g. ABSA), shipping (e.eg. Grindrod), insurance
companies (e.g. Santam) and asset managers (e.g. Coronation asset or fund
managers) are JSE-listed companies and must comply with the JSE ESG metrics as
discussed earlier in regard to calculating aggregate GHG and scope 1, 2 and 3
emissions separately and to disclose the results in either financial statements or
sustainability reports, irrespective their turnover. The CSRD requires the European
Securities and Market Authority (EBA), the European Banking Authority (EBA) and the
Occupational Pensions Authority (EIOPA) to apply similar sustainability reporting
practices to different industries in the economy (Directive 2022/64). The JSE to some
extent promotes a similar ESG approach (comply with the ESG Metrics) for listed
banks, shipping and insurance companies and for asset managers that are investing
on behalf of pension funds.

In addition, gender equity should be vigorously implemented in South Africa to
make provision for the LGBTQ+ community and women, as discussed earlier with
reference to the US Equality Bill, an example South Africa could follow. South Africa’s
ruling party should also consider the implications of gender — a sophisticated economy
allows for different alternatives which in essence promotes equality; an example is the
United Nations Guiding Principles on Business and Human Rights and gender does
not only include women (UN, 2011). In this regard, France has adopted the latter UN
document into legislation, namely the Corporate Duty of Vigilance, 2017 (Business
and Human Rights Resource Centre, 2024). In terms of the latter, a French holding
company located in France could be fined up to €30 000 000 for a violation of human
rights by a subsidiary company located in a foreign state, for example in South Africa.
In this regard, the holding company of Total petroleum could have been fined for the
retrenchment of certain designated race groups by Total South Africa, as was
discussed earlier, if similar actions were carried out today (Total South Africa v Reon
Meyer Labour Appeal Court Case number JA03/2020).

The JSE is part of the UN Sustainable Stock Exchange Initiative which has
approximately 134 stock exchange members. Only 74 global stock exchanges have
ESG written material to guide listed companies on how to be ESG compliant and only

39 enforce ESG compliance when accepting new companies to be listed (UN

55



Sustainable, 2024). The JSE has ESG written material as discussed earlier but South
Africa does not require ESG compliance for unlisted companies. This will be changed
in future due to the Climate Change Bill, 2020, as was discussed earlier. Moreover,
the JSE has no dedicated ESG index unlike Euronext France CAC40 ESG Index, as

discussed earlier.

Judging by recent trends, ESG principles in relation to sustainability are moving
away from carbon credits to focussing on actual decarbonisation projects. Telstra,
Australia’s number one telecommunications and information service company is
heralding the new global trend by in addition to moving away from carbon offsetting
and raising to 70% by 2030 its carbon removal target of Scope 1 and 2 is keeping its
2030 target of reducing Scope 3 carbon emissions removal. Others are following with
Swiss Re signing a 700.00 Tonne Biochar Carbon Removal Agreement with
Carbonfuture.

While large companies are moving towards assurance reporting according to a
recent KPMG survey with 77% of respondents, now reporting publicly on their
performance. Larger companies of over al0 billion revenue stream are ahead of
smaller companies with under a 5 billion turnover at 55.1% and 39.3 % respectively.
By sector financial services, insurance and banking were the most advanced each
scoring over 52%. According to region, North American companies were the most
advanced at an average score of 49.4 % with their European/UK peers not far behind

with a score of 48.8%.
Recommendations: Going forward

The current global situation is turbulent and the geopolitical situation is unstable, owing
to ongoing wars and serious clashes between democratic and autocratic forces. We
explain how the global situation affects the progress of ESG adherence and

recommend ways forward.

1. The use of Al and ESG cannot be ignored, for example neuro-technology to
read a person’s thoughts or to change brain structures. Although the US state
of Colorado has passed legislation to prevent male fide use of neuro-
technology, it could be used to understand the “relationship” between
democratic and autocratic forces better. The technology could also be used by

governments to “regulate” people, for example to prevent a biased composition
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of boards of directors forcing them to comply with ESG factors. The technology
could also be abused by insurance companies, to know whether a policy holder
acted truly honestly when concluding a policy.

. Globally, women should play a more dominant role in ESG factors. Despite the
presence of various international instruments (e.g. OECD, UN and even the
South African Constitution) to prevent discrimination, women are largely
excluded from ESG factors. The same applies to global acknowledgment of the
LGBTQ+ community and the role this community could play in regard to ESG
factors.

. Al could play a role in the banking, asset manager, marine and insurance
sectors, and even the government sector, in understanding or in preventing
corruption in these sectors. If Al as a tool were mandated globally it could be a
very important step.

. Goal 5 of the UN Sustainable Development Goals estimates that it will take the
global economy approximately 286 years (at the current rate) to promote
equality for women in different sectors of the economy and to abolish
discriminatory domestic legislation for the advancement of the social relations
leg of ESG. In this regard, how long will it take globally to recognise the
LGBTQ+ community in the economy?

If countries are rated highly on how ESG compliant they could attract foreign
investment. The factors or metrics used for states are unclear, however; one
example of countries that have been rated is the US (and its individual states).
It is not clear what South Africa’s ESG rating is, but this information ought to be
made public.

. The JSE should have a dedicated ESG Index, similar to the Euronext CAC 40
ESG Index, to showcase the best ESG compliant companies in South Africa,
irrespective of their turnover. This should be applied to global stock exchanges
as well.

. Global stock exchanges should follow the ESG initiatives of the UN Sustainable
Stock Exchange Initiative to align listed companies to similar ESG disclosures
and to motivate law makers or legislators to use the this Initiative as a platform
for developing domestic legislation to regulate ESG disclosures. However,

some countries are more advanced in this approach and should not be
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penalised by foreign investment companies that are unable to comply with their
stringent ESG requirements.

8. South African households have 2% solar panels only and the ruling party wants
to allocate 70% renewable energy to the Eskom grid. Due to a recent case in
South Africa, pebble bed nuclear technology will be difficult to implement by
Eskom. South Africa signed treaties with Russia, US to mention a few but the
court case held that the necessary procedures for enforcing the signed treaties
were not followed.

9. Enel, an Italian company, has established a large renewable energy footprint in
South Africa, for example Pulida Solar, Khi Solar One, Garob Wind Farm and
Soetwater to mention a few providing renewable energy to approximately
80 000 households each, except Khi Solar One that provides renewable energy
to 1000 households. In this regard, it seems that global circumstances are not
preventing South Africa from implementing renewable energy. In this regard,
global circumstances do not affect South Africa’s renewable energy projects.

However, only 2% of South African households are making use of solar panels.
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