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Dear Ms Le Roux 
 
SRI Index ignores significant violations of environmental laws 
 
On behalf of the Centre for Environmental Rights and the nine other non-government organisations that 
signed our letter dated 7 December 2010, we acknowledge receipt of your reply by email on 9 December 
2010.  
 
It is important to note that the NGOs who signed our letter comprise a wide spectrum of NGOs across 
the country working in different fields of the environmental and environmental justice sector. The SRI 
Index has long been a thorn in the flesh of NGOs in our sector, many of whom see the very companies 
that we engage with on issues of environmental non-compliance held up as model corporate citizens.  
 
We do not for a moment suggest that it is the role of the JSE or its SRI Index to enforce legal 
compliance. We do believe, however, that it is important for the JSE to support, or at least not 
undermine, the environmental regulatory system put in place by statute. More specifically, we expect the 
SRI Index to do the following: 

1. The Index must, as a bare minimum for qualification on the Index, require companies listed on it 
to be in compliance with the law – in this case, environmental law.  

2.  The Index must have an independent method of identifying findings of non-compliance with 
environmental laws by authorities, and enforcement action by authorities taken against 
companies applying to the Index.  



For many years, there was little compliance monitoring and enforcement of environmental laws 
and information on compliance and enforcement was simply not available. This is no longer the 
case, and there is now publicly available information about the compliance status of many 
facilities and companies. Not taking into account this kind of information makes a mockery of the 
Index and creates zero incentive for both companies listed on the Index and those not listed who 
consider applying to comply with environmental law. 

We have given you examples of two sources of publicly available information: the National 
Environmental Compliance and Enforcement Report published annually by the Department of 
Environmental Affairs (the next Report should be available after March 2011), and responses 
given in Parliament by relevant Ministers, available on www.polity.org.za. Information about 
environmental enforcement action is also regularly covered in the news media. 

3. We would also expect the Index to ask companies themselves who apply to be listed, on an 
annual basis, whether: 

 the company is in compliance with all environmental legislation (and in particular, whether it 
has all the authorisations it is required to have in terms of environmental legislation);  

 there have been findings of non-compliance with environmental law by authorities at any of 
their facilities during the past year (whether disputed by the company or not); 

 the company has been issued with any warning letters, pre-notices or pre-directives, notices 
or directives in terms of environmental laws during the past year (whether disputed by the 
company or not); 

 the company is aware of any criminal investigation instituted by authorities, or criminal 
convictions achieved, for violations of environmental laws during the past year (whether 
disputed by the company or not); and 

 the company has paid any fines, criminal or administrative, during the past year for violations 
of environmental laws. 

One wonders why it is that the companies in question do not already provide this information to 
shareholders, when it is clearly price-sensitive information. By way of example, in November 2010, 
shares in listed company Coal of Africa Limited dropped 19% after news of environmental enforcement 
action against one of its facilities became public (see Cessation directive hits Coal of Africa in Business 
Report on 4 November 2010 at http://www.iol.co.za/business/business-news/cessation-directive-hits-
coal-of-africa-1.723846). We would certainly have expected the JSE to take stronger action to protect 
shareholders in these situations. 

We note your reference to the process applied by the Index to deal with “controversial issues that are 
raised”. We are interested to know whether this process involves any independent verification of 
information provided by companies to the Index, as well as consultation with environment authorities.  

It is not our intention to do a comprehensive critique of the Index and its criteria. We are communicating 
to you what we perceive as a fundamental weakness in the Index, as a result of which civil society 
currently has little faith in the integrity of the Index. We look forward to seeing significant changes in the 
way the Index is designed and managed. 
 
Yours sincerely 
 

 
 
Melissa Fourie 
Executive Director 


