
Sustainability and the JSE
The JSE has long been recognised for its pioneering role in 
promoting strong governance and sustainability disclosure 
globally. This can be attested to through JSE initiatives such as:
• The JSE’s listings requirements which incorporated the King 

Governance Codes; 
• The development of the JSE’s Socially Responsible 

Investment Index (SRI Index) in 2004, the first such “ESG” 
index owned by an exchange and the first of its kind in 
emerging markets and; 

• The JSE’s activities as a founding partner of the Sustainable 
Stock Exchanges (SSE) initiative.

In 2015, the SSE and in 2018, the World Federation of Exchanges 
(WFE) produced model ESG guidance for exchanges to adapt to 
their context. Currently, 60 stock exchanges around the world 
have issued their own ESG Disclosure Guidance, informed 
by these SSE and WFE guidance documents and adapted to 
local context, to help local issuers improve their disclosure. 
While the JSE is considered as having existing requirements for 
sustainability/ESG disclosure through its links to the King Codes 
on corporate governance, no detailed guidance to assist listed 
companies on sustainability/ESG reporting has been issued by 
the JSE until now.

The JSE guidance specifically seeks to achieve the following:
• Help listed company issuers to navigate the rapidly evolving 

landscape of sustainability reporting;
• Link sustainability disclosures to the fundamental drivers of 

value creation;
• Outline the business case for disclosing sustainability data;
• Stimulate interest in innovation opportunities in the context 

of sustainability challenges;
• Support the convergence of global reporting standards; and
• Assist in contributing to the achievement of national and 

international sustainable development commitments 
and priorities, such as the United Nations’ Sustainable 
Development Goals (SDGs).

Value-add to the users of the JSE’s disclosure guidance
Given recent developments in the reporting landscape over the 
last 18 months, the release of the JSE’s draft guidance documents 
are very timeous in providing clear disclosure recommendations 
around matters that have resulted in some uncertainty within the 
industry. Some of these include: 
• Guidance on where to disclose what information: To 

account for the increase in investor queries around broader 
sustainability/ESG matters, but more specifically climate-
related disclosures, many organisations have started 
publishing standalone TCFD, ESG or climate reports. This 
has resulted in some confusion around what reports should 
be used to communicate this type of information. Both JSE 
guidance documents now speak to this matter and provide 
the disclosing companies with clear guidance around 
disclosure.

• Guidance on factors to consider in the reporting 
process and principles for useful sustainability data 
and an effective sustainability report: The JSE’s 
Sustainability Guidance document goes further to also 
provide the user with seven key questions they can use to 
inform their reporting process. These are quite useful in that 
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it guides the user – through the use of specific questions 
– to consider if what is currently included in the users’ 
annual reports is useful and credible information, targeting 
the correct audience, and communicated through the most 
appropriate reporting channels. 

• The disclosure guidance provides guidance on  
two levels:
• Narrative disclosures across governance, strategy, 

management and metrics/targets/performance; and
• Recommended detailed disclosure metrics across 

14 ESG-based topics/themes: These have been 
divided into metrics which the JSE considers core and 
leadership metrics.

• Materiality and double materiality: The guidance 
documents are very clear about the fact that companies 
need to start thinking more holistically about their role within 
broader society. As such, companies are encouraged to 
not only report on the (enterprise) value it creates for 
its shareholders and other stakeholders, but also report 
information relating to the organisation’s impact (value) 
on the economy, society, and the environment.

• Data verification and assurance: Although it has been 
common practice for most reporters to have the data, which 
is included in their annual reports, verified or assured, recent 
developments around climate-related disclosures have 
raised questions around whether verification and assurance 
of this data is also needed. The guidance, in no uncertain 
terms, highlights the importance of having the correct 
governance structures, processes and systems in place 
for disclosures. This is to ensure that published reports and 
data are credible, accurate and reliable. 

• Recommended just transition metrics: Globally and 
locally there is an increasing expectation that responsible 
organisations will need to start considering the social 
implications when reacting to climate-related risks and 
opportunities. For instance, there is growing recognition that 
committing to a just transition is not only a “nice to have”, but 
presents material financial implications for an organisation if 
it’s not well-managed. A just transition is not only morally and 
ethically desirable, but is a key requirement for meaningful 
climate action. This is particularly true in South Africa, 
given that the country is disproportionately vulnerable to 
the impacts of climate change; among other factors, the 
country warms at roughly twice the global average and 
our economic growth has been highly dependent on fossil-
fuel-based energy. Given these aforementioned factors, it 
is extremely encouraging to notice the inclusion of some 
guidance around recommended metrics. This will assist 
disclosures by encouraging organisations to think about how 
to deal with the potentially large-scale social consequences 
of transitioning to a low-carbon economy.  

• Tips on conducting a scenario analysis: Generally 
speaking, one of the areas where users who aim to disclose 
in line with the TCFD recommendations struggle most is 
scenario analysis. The Climate Disclosure Guidance includes 
a useful three-stage process intended to assist disclosures 
with this process. This is particularly encouraging, as it 
will help motivate companies to at least start this process. 
Often, companies will forgo disclosing altogether, as they 
feel pressured to provide very complex disclosures. The 
JSE’s stance on scenario analysis disclosure encourages 
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companies to start simply, as opposed to not disclosing 
at all: “…companies should always choose a simplified 
scenario over no scenario.”

• Both guidance documents include useful resources for 
the user, namely: 
• Sustainability disclosure:

• A list of global and regional standards and frameworks 
relating to sustainability disclosure;

• A comparison between the JSE’s Disclosure 
Guidance, the International Sustainability Standards 
Board (ISSB) Protocols and the European Union’s 
Corporate Sustainability Reporting Directive  
(EU CSRD).

• Climate disclosure:
• TCFD checklist: Provides the user with a list of 

disclosures that should be included in mainstream 
financial reports when deemed financially material.

• Alignment of recommended disclosures with other 
frameworks: Provides the user with a cross-reference 
table which sets out which themes/topics are covered 
within which global reporting framework.

• Resources for updating the user’s scientific knowledge.

The Task Force on Climate-related Financial Disclosures 
(TCFD), established by the Financial Stability Board (FSB) 
in 2015, was created with the purpose of reviewing how 
the financial sector can incorporate climate-related issues 
in its decision-making. The main objective of the TCFD is 
to develop a set of recommendations for more effective 
climate-related disclosures that will assist organisations in 
their understanding of climate-related risks. Additionally, it 
also provides guidance on how organisations can implement 
measures to protect them from these risks.

Just transition – leaving no one behind
The International Labor Organization’s vision of a just 
transition is a systemic and whole of economy approach 
to sustainability. It includes both measures to reduce the 
impact of job losses and industry phase-out on workers and 
communities, and measures to produce new, green and 
decent jobs, sectors and healthy communities. It aims to 
address environmental, social and economic issues together. 

SOURCE: Just Transition: A report of the OECD. May 2017. 
Available at: https://tinyurl.com/4s2ypzc6

Materiality vs double materiality
Materiality is an accounting concept that defines why and how 
certain issues or information are important for a company or 
a business sector. 

“Double materiality is an extension of the key accounting 
concept of materiality of financial information. Thanks to the 
work by the TCFD, it is now widely accepted within financial 
markets that climate-related impacts on a company can be 
material and therefore require disclosure.

The concept of double materiality takes this notion one 
step further: it is not just climate-related impacts on the 
company that can be material but also impacts of a company 
on the climate – or any other dimension of sustainability, for 
that matter (often subsumed under the environmental, social 
and governance, or ESG, label).”

SOURCE: ‘Double materiality’: what is it and why does it 
matter? Täger, M. LSE.  
Available at: https://tinyurl.com/2sjhjmfn
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