
 

 

 

 

General approach of the UCT Retirement Fund’s investment managers on 
Environmental, Social and Governance (ESG) considerations 

 
The UCT Retirement Fund offers four investment channels (descriptions of each channel can be found in the member 
guide): 

• Income fund (Portfolio A) 
• Smoothed bonus fund (Portfolio B) 
• Balanced fund (Portfolio C) 
• Shari’ah fund (Portfolio D) 

The underlying asset class and fund manager/s in each of the above Portfolios are: 

 

Portfolio A 
 

Asset class Fund manager 

Money market instruments Prescient Investment Management 

 
Portfolio B 
 

Asset class Fund manager 

Smoothed bonus (multi-asset class) Momentum (part of MMI Holdings Ltd) * 

 

Portfolio C 
 

Asset class Fund manager 

SA equities ABAX Investments 
Allan Gray 
Mazi Asset Management 
Visio Capital Management 

SA interest-bearing Futuregrowth Asset Management 
Prescient Investment Management 

SA listed property shares Catalyst Fund Managers 

Global equities Orbis Investment Management Ltd 

Global multi-asset class Insurer = Sygnia Life Ltd 
Manager = various 

 
 



 
Portfolio D   
 

Asset class Fund manager 

Global multi-asset class, Shari’ah compliant 27four Investment Managers* 

 
* The multi-managers, and not UCT Retirement Fund, choose the underlying investment managers in the portfolio.  

This document provides an estimate of the breakdown of the exposure to fossil fuel in each of the Portfolios; and gives 
a brief summary of each of the underlying managers’ approach to environmental, social and governance (ESG) 
considerations. 

Summary of holdings in fossil fuel extractors 
 

The table below provides a summary of the exposure each portfolio has to fossil fuel extractors as at 30 June 2019, 
based on information provided by the underlying investment managers. 

 

Fossil fuel extractors % of portfolio Rand amount (R’000) 

Portfolio A 0.00%               -    

Portfolio B 8.40%       134,203  

Portfolio C 9.03%       315,476  

Portfolio D 14.94%        20,388  

Total 8.25%       470,067  
 

 

Comments from the Fund’s investment managers on their approach to 
Environmental, Social and Governance (ESG) considerations 

ABAX 

We track the components of each driver of ESG closely. We watch the trend of the different components closely and 
then interact with management if we see any deterioration. 

See examples of the E – component of ESG below for some of the fossil fuel extractors. The reason for the increase in 
water consumption in the AGL graph below, as explained by management, is due to the inclusion of De Beers on a 
consolidated basis after the take out of minorities. It also includes the use of seawater in dredging for diamonds. This 
water gets returned to sea, but is included in the usage graph below. 
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Allan Gray 

Allan Gray holds itself to the highest ethical standards and is always cognisant of its role as a responsible investor. 
We also believe that acting in society’s interest can be and is good business. As part of this continued commitment 
to responsible investment, we have adopted a holistic approach to ensure that environmental, social and 
governance (ESG) risks are identified, monitored and mitigated as consistently and as effectively as possible.  

We have avoided a standardised approach to investigating and managing ESG incidents and prefer to apply our 
minds to each case on its own merits. All research reports include a section on ESG matters.  Those considered 
material to the investment case and long-term prospects of the business are incorporated into the analyst’s 
valuation of the company and may be discussed by members of the investment team during policy group meetings. 
ESG issues are then assessed on an ongoing basis as part of the monitoring of the stock after it has been purchased. 

Our full-time environmental and social analyst continues to conduct in-depth research on matters of an 
environmental and social nature as well as to perform systemic analysis across our portfolios as an additional layer 
of scrutiny to reinforce our existing rigorous investment research process. Allan Gray also has a governance analyst 
who assists analysts with research into governance issues. The environmental and social analyst and governance 
analyst complement the work of our existing investment analysts, who are primarily responsible for researching ESG 
concerns in respect of the companies or issuer that they cover.  

Dedicated ESG research provides additional oversight through: (i) news monitoring for any potential environmental 
or social issues relevant to the company; (ii) dedicated research into concerns identified during monitoring and how 
the company is responding; (iii) monitoring companies’ sustainability reporting and (iv) performing detailed 
environmental and social ‘due diligences’ of all of our significant shareholdings with material ESG considerations.  

We also maintain the veto right which allows our chief investment officer to veto a purchase or force a portfolio 
manager to sell an asset that conflicts with Allan Gray’s ethical standards. 

We try to form a pragmatic and balanced view of ESG issues. For environmental issues in particular, we consider the 
company’s efforts to reduce its impact, management’s acknowledgement of the issues and whether management 
strives to be best in class. We also ensure that we are well-informed of the company’s impact within the local and 
global context and meet readily with interested third parties. 

One cannot approach the fossil fuel sector, or any other industry with potential ESG concerns, with only an 
environmental lens or simply apply a blanket screening approach. This is why we will continue to use holistic, 
bottom-up analysis with the ultimate goal of protecting our clients’ long-term interests, which we recognise are 
inextricably linked to ESG considerations. 

Mazi 

ESG is one of the key pillars of our investment philosophy. Our approach to ESG when making investment decisions is 
guided by the companies that we invest in. Firstly we analyse each company’s ESG policies and strategy particularly 
how they plan to reduce their carbon footprint. Secondly we analyse how each company performs against their internal 
targets and what measures do they put in place in cases of underperformance.  

We do not have any specific internal ESG policies/procedures but we do utilize input from an external ESG entity to 
check our ESG view. 



Visio 

ESG is an important consideration in our research and investment process. These are incorporated into our 
investment case and valuation where quantifiable (as in the potential for a carbon tax in South Africa). In recent 
years, we have expanded our risk assessment procedures by implementing RAP sheets for each company whereby 
we tabulate a scorecard through a series of questions that cover both quantitative and qualitative aspects of the 
company. This has given us an additional layer of insights into the companies we analyse.  

We continue to refine the risk assessment procedure (RAP) sheets quantifying ‘softer’ or qualitative aspects of 
companies not captured through valuation models. This tool was borne out of the Steinhoff fraud but has 
increasingly become helpful in avoiding potential disasters (and also identifying opportunities). It has assisted us in 
avoiding companies such as Aspen, Resilient, EOH, Tongaat etc. in 2018/2019 to date. 

For Visio Capital, we see governance as being the place we can make the biggest impact in terms of ESG. We 
regularly engage with management teams and boards to ensure that their and shareholder (ourselves and our 
clients) interests are well aligned. Examples of this type of engagement are letters sent to the following; Steinhoff 
letter sent to the Board early November 2017 on board composition, a letter in October 2017 to Netcare to question 
the merits of the UK operations in the absence of a justifiable rent review benefit, May and January correspondence 
to STAR (PEPKOR), a recent letter to the ABSA Board on board composition and lastly a letter to the board of 
Shoprite on the need for a Chairman that is seen to be entirely independent. A letter was also sent to the board of 
Naspers regarding disclosure and governance.  

Given the way that the Visio team operates, we believe that we all need to be aware of key issues surrounding 
companies in our portfolio and the market. Tassin Meyer (one of our fund managers) is closest to the sustainability 
issues and meets with analysts and market commentators regularly on ESG topics. 

The team attend ESG training on an annual basis via conference calls and presentations where relevant and 
applicable. The firm is a signatory to the UN PRI code for responsible investing. www.unpri.org, and we vote all 
proxies. Reports on our proxy voting record can be sent to clients upon request. 

We currently manage mandates which exclude select companies for ESG related issues. 

Orbis 

As long-term investors, Orbis has always believed it is critical to understand the full range of factors that might affect 
a company’s business and its stock market performance. As part of a bottom-up research process, Orbis’ analysts 
consider a range of factors that might affect a company’s intrinsic value, which can include environmental, social 
and governance (ESG) issues. For example, if a company makes money in a manner that is not sustainable from an 
environmental or social perspective, Orbis will not gain conviction in the sustainability of its current level of profits. 
Similarly the consideration of governance issues is a critical part of their assessment of a company’s intrinsic value. 
There is no ESG issue that would automatically prevent them from investing in a company unless otherwise 
restricted by a Fund’s investment mandate. All “Phase Three” fundamental research reports that are submitted to a 
Policy Group Meeting—a forum for rigorous peer review held prior to the firm’s initiating an investment—include a 
section on relevant ESG matters 

Prescient 

Prescient’s approach to ESG integration is applied at three levels. The Product Development level   encompasses 
purposefully developed investment products that are specifically focused on ESG centric investing. The Investment 
Process level deals with incorporation of material ESG principles into the various investment processes across asset 
classes. Finally, the corporate level covers the initiatives and corporate activities that Prescient as a corporation 
implements to address specific ESG issues. 

As far as investment process, Prescient is a quantitative investment manager aiming to deliver superior risk adjusted 
returns for its clients over the long-term. Prescient’s investment process covers all investment related principles from 



investment research and idea generation to security selection and portfolio construction, and finally portfolio 
monitoring and proxy voting. In line with the responsibility to ensure that capital flows are directed such that a balance 
is struck between short-term financial gain and long-term sustainability goals, Prescient incorporates ESG 
considerations as at each of these stages in the following way 

Prescient participates actively in terms of its Proxy Voting Policy for equities. On the fixed interest side, there is no proxy 
voting on government or corporate bonds. However, there is room for management engagement during deal and non-
deal road shows. 

For equities, share prices are often driven by news flow sentiment about growth prospects rather than just 
fundamentals. As such, this is more likely to have an immediate impact on the ESG factors whereas bond prices are 
slower to adjust. 

Credit analysis is focused on credit fundamentals, with the bond prices or spreads influenced by changes to 
expectations of future credit losses as a result of ESG factors. For Fixed Interest investments, there are potentially less 
direct sensitivities to ESG risks, as the creditworthiness of issuers act as buffers to the ESG risk. Therefore ESG risk may 
be considered significant in terms of a business risk (future profitability which will impact potential dividends and thus 
equity prices), but may not necessarily increase the credit risk that results in a material credit rating change nor a 
material impact on bond spreads or bond prices. Issuers have considerable operational and financial flexibility of 
adjusting to emerging ESG risks without them becoming material to credit quality. 

Prescient recognises that ESG metrics may impact an issuer as an important long-term factor but is unlikely to lead to 
outperformance in the short-term. 

Prescient’s objective for integrating an ESG approach into the credit process is to, where possible, mitigate against 
increases in credit risk and ensure that our clients are being compensated in terms of spread for the risk being taken. 

This approach is globally considered a “best-in-class” approach where discretion is given to allow investment in issuers 
with poor ESG only if: 

a) ESG risks are well known; 

b) Credit spread compensates for ESG risks; and 

c) There is confidence in future improvements of the issuer’s ESG factors which impact its credit risk. 

ESG factors are considered separately within Prescient. ESG is implemented at two distinct levels as follows: 

Issuers that have listed equity 

 Prescient sources ESG data from a number of specialist third party provides, as well as utilises other ESG data 
related products and services from external stakeholders to assist with the Proxy Voting of issuers of fixed 
interest instruments that have listed equity. 

 This proxy voting is undertaken by the Equity Team within Prescient, in line with best practices. 

 ESG risks are taken into account within the Distance-to-default process as the market sentiment towards the 
materiality of ESG risks are already reflected in share prices, which may impact on credit risk. 

 Prescient will not invest in an issue deemed too credit risky or if the issue is not compensating for the underlying 
credit risk. These risks are displayed by the Distance-to-default or ratio metrics. 

 

 



 

Issuers that do not have listed equity 

 The Fixed Interest Team incorporates a bottom up assessment of Governance factors that may materially affect 
the credit risk of an Issuer. 

 Prescient recognises that a material lack of Governance for issuers that do not have actively traded equity, may 
result in increased risk. 

 We assess the credit rating in line of G factors to ensure rating consummate with risk. 

 
Catalyst 

No exposure, directly or indirectly, to the fossil fuel sector. 

Futuregrowth 

Futuregrowth’s ESG framework integrates environmental, social and governance issues into the investment analysis 
and decision process with the view of mitigating overall portfolio risk.  

The purpose of integrating ESG factors is to improve the analysis of all investments, promote improving standards of 
practice, and to assist the investment process to mitigate any ESG risks to potential or existing loans or investments. 

We believe that investment processes may profitably and suitably include the analysis of ESG factors in the assessment 
of investments. ESG factors may be utilised on both: 

- Economic grounds (e.g. well governed companies tend to be less risky; companies with sustainable 
environmental or labour policies will be less risky), and/or 

- Social grounds (e.g. tobacco is damaging to the health and welfare of the nation; road transport is beneficial for 
national development). 

Inevitably, ESG screening or developmental investments are subjective matters that require judgement, either 
Futuregrowth’s (within mandates) or our clients’. We note that many RI policies are transitory (e.g. anti-apartheid, anti-
nuclear) while others persevere through time (e.g. infrastructure), but in all cases judgements must be made and 
preferences expressed. 

The application of such ESG analysis and screening is defined by our clients’ expressed preferences or, where no 
preferences are expressed; we exercise judgement to reduce risk and raise returns and concurrently create positive 
social impact. At all times the fund’s asset allocation or investment strategy must prevail to ensure that risk adjusted 
returns are achieved. Principles of sound portfolio management should not be compromised in the RI or ESG screening 
process. 

Futuregrowth is a signatory to the UN Principles for Responsible Investment (PRI) and endorses the Code for 
Responsible Investment in South Africa (CRISA). 

Incorporating ESG into the investment process 

Futuregrowth continues to seek opportunities to incorporate ESG criteria into investment analysis and decision making 
processes by assessing companies against specific ESG criteria. While we invest in a range of asset classes, fixed income 
makes up the largest part of our investment capability. In addition, we manage several developmental funds. These 
developmental funds forms a subset of our responsible investment strategy and reflects the intentions of investors to 
do good by consciously investing to make a positive impact on the environment and broader society, with the aim of 



preservation for current and future stakeholders. In the South African context, developmental investing also 
encapsulates the social, infrastructural and developmental needs of our country with the aim of effecting change and 
realising risk adjusted returns for investors. Our developmental suite of funds consists of the following: 

- Fixed Income (Infrastructure & Development Bond Fund, Power Debt), 

- Unlisted equity (Development Equity Fund, Agri-Fund), 

- Unlisted retail property (Community Property Fund), and 

- Fund of funds incorporating our suite of Developmental funds as building blocks (Development Balanced Fund). 

Futuregrowth’s ESG framework integrates environmental, social and governance issues into the investment analysis 
and decision process with the view of mitigating overall portfolio risk. 

The purpose of integrating ESG factors is to improve the analysis of all investments, promote improving standards of 
practice, and to assist the investment process to mitigate any ESG risks to potential or existing loans or investments. 

The ESG framework seeks to achieve the following outcomes: 

- Screen investments using the ESG factors as part of the due diligence process, 

- Evaluate ESG risks, 

- Monitor the ESG activities of companies, 

- Measure how companies improve over time, 

- Engage with companies when risks are identified, and 

- Report to stakeholders on ESG issues in our investments in a transparent and accountable manner. 

Active ownership & engagement 

Futuregrowth employs active ownership practices that assist us in engaging with companies on their sustainability 
initiatives. 

The UN PRI defines active ownership as “the use of the rights and position of ownership to influence the activity or 
behaviour of investees. This can be applied differently in each asset class. For listed equities it includes both 
engagement and (proxy) voting (including filing shareholder resolutions). For other asset classes (e.g. fixed income), 
engagement may still be relevant while (proxy) voting may not. 

Further still, the UN PRI defines engagement as the “interactions between the investor and current or potential investees 
(which may be companies, governments, municipalities, etc.) on ESG issues. 

Engagements are undertaken to influence (or identify the need to influence) ESG practices and/or improve ESG 
disclosure. 

This is appropriate and aligned with our objective of ensuring long-term sustainability for our clients and society. We 
believe in collaboration with investee companies by engaging with management to encourage companies to think 
about their approach to ESG issues, with the purpose of improving overall sustainability of companies. 

Where possible we engage on various matters that affect the triple bottom line (King III) acknowledges that there is a 
move away from the single bottom line (that is, profit for shareholders) to a triple bottom line, which embraces the 
economic, environmental and social aspects of a company’s activities, outlined below: 



- File shareholder resolutions, 

- Attend annual general meetings, debt-holder meetings and other relevant meetings, 

- Engage in negotiating debt related terms, and 

- Engage in proxy voting and lender related issues. 

Listed and unlisted equity 

We hold directorships through a few minority equity holdings and exercise our rights through a combination of proxy 
voting, active ownership and engagement. We believe in active intervention through our board representations, and 
management support; especially where we have unlisted equity exposure. 

Futuregrowth is responsible for exercising voting authority over securities which form part of our client’s portfolios. 
Through our proxy voting guidelines we seek to promote: 

- Clients’ interests: to promote the protection of our clients’ interests, 

- Long-term value creation: aligning the interests of management with those of share-holders and stakeholders, 

- Accountability: of management to all stakeholders i.e. investors, and 

- Sustainability: companies that have good corporate governance are those whose operations are financially, socially 
and environmentally sustainable. 

The latest voting records and engagement initiatives are available upon request. Futuregrowth believes in active 
ownership and engagement; we express these values through various directorships and numerous committee 
representation. 

Listed and unlisted fixed income 

We stay involved throughout the term of the loan, receiving monthly management accounts and attend quarterly 
meetings where we have the opportunity to engage with management on an ongoing basis. 

Unlisted property 

We believe in active ownership and intervention through our board representation on the property holding company 
responsible for making the property investments. 

Evaluating and monitoring 

Evaluating and monitoring our engagement activities is important and we seek to achieve the following outcomes 
through this process: 

- Monitor the ESG activities of companies, 

- Measure how companies improve over time by addressing ESG issues with management, 

- Disclose to our stakeholders the approach and progress of investee companies on ESG matters, and 

- Report to stakeholders on ESG issues in our investments, in a transparent and accountable manner. 

Within the investment community, we believe that our role is to lead by example and we invest energy to encourage 
others to aspire to responsible ways of doing business. By engaging and collaborating with them, we will jointly aspire 
to improve awareness and actions throughout the entire investment community. 



Disclosure on ESG issues 

Futuregrowth believes that engagement with investee companies on matters of ESG is appropriate. In general we do 
not believe in being prescriptive when engaging on ESG issues, instead our philosophy aims to encourage investee 
involvement through the adoption of ESG issues, with the aim of disclosing and reporting on these issues. 

Promote acceptance and implementation of ESG 

Futuregrowth promotes the principles of responsible investment practices within the investment industry through our 
engagement with clients, various industry representatives and government bodies on issues of RI. 

- Clients: engaging and educating clients on RI, SRI and ESG developments, 

- Media: active advocate for RI and ESG issues - we actively seek to promote RI in the media and all industry forums 
with the purpose of raising awareness, 

- Industry: promotion of RI in industry issues i.e. contributing to the draft Code for Responsible Investment in S.A 
(CRISA). 

- Government: engaging government on regulatory issues relating to responsible investment engaging government 
on regulatory issues relating to responsible investment policies i.e. engagement with government and the JSE on 
the reformation and lifting of standards and practices in the South African capital markets. 

We collaborate through our involvement with various industry initiatives: 

- Represented on ASISA’s Responsible Investment (RI) Standing Committee, ASISA RI Prudential Assets Working 
Group, ASISA RI Definitions Working Group & the ASISA Fixed Interest & Money Market Standing Committees, 

- Collaboration on the IFC/POA Sustainable Returns Project by promoting RI practices with asset owners, 

- Board representation on CFA South Africa: we promote regular interaction and educational initiatives through CFA 
SA. We collaborate with CFA to host ethics workshops and talks on SRI and regularly host CFA educational 
presentations to CFA candidates, and 

- Carbon Disclosure Project (CDP). 

Momentum (part of MMI Holdings Limited) 

Our current approach is to not appoint a dedicated ESG manager, but rather to monitor the ESG policies of our 
underlying managers. Our managers take into account environmental, social and governance issues as a part of 
their evaluation of companies. Applying ESG principles is important in assessing the long-term sustainability of 
earnings of the companies they invest in. As active investors, our managers have internal voting policies –ESG and 
voting policies are long standing and do not change from year to year – we can make these available if required. 

Momentum Investments is in the process of signing agreements with all its discretionary third-party investment 
managers to take back the rights for proxy voting where the company has shareholder rights. 

Momentum Metropolitan is a signatory to the United Nations supported Principles for Responsible Investment (PRI). 

27four Investment Managers 

27four assesses the ability of each asset manager that we use to integrate ESG factors into their investment process and 
the importance that sustainable investing plays within their organisation. 27four recognises the importance of long 
term sustainable returns and as such part of our asset manager due diligence process is centred on the asset managers’ 
commitment to responsible investing and ability to implement ESG analysis into their processes. 



Questionnaires centred on responsible investing are sent to the asset managers on a bi- annual basis. Not only is their 
expertise in this area assessed but also the developments and progress that they have made in the responsible investing 
space over the preceding months. 

We scrutinise the investment analysis process and the portfolio construction process to understand how the asset 
managers are building in an analysis of the various ESG factors and the impact this has on valuations and the ultimate 
portfolios. In this way we can see whether the skills exist in the investment team to properly analyse the factors and 
their impact and understand if the manager is able to provide any specific ESG focus in the portfolio should clients have 
specific requirements in terms of their own responsible investing policies. 

The Principles of Responsible Investing (PRI) considers climate change to be one of the causes within sustainable 
investments which is encourage passionately. An approximate 591 investors signatories with $49 trillion in assets have 
reported on climate risk related indicators. As part of developing the climate change discussion the PRI is also 
embarking on an investor agenda to monitor the progress of countries in keeping with the Paris Agreement. 

CRISA has also established itself as an active in supporting ESG principles and in promoting awareness. 

Comment from underlying managers on their approach to ESG: 

Kagiso’s engagement 

We have invested in these companies that are fossil fuel related companies as we believe they still offer significant value. 
Our ESG process does not negatively or positively screen companies based on their sector exposure, such as fossil fuels 
or negative environmental impact thereof. Rather we look to quantify the risk associated with this exposure and 
incorporate it in our valuations and continuously engage with the management teams on these risks. We further 
developed our sector specific ESG scorecards to quantify what we deem as material risk factors in a sector. 

Sentio Capital’s engagement 

Sentio builds its ESG analysis directly into its investment process both quantitatively and qualitatively. There are three 
parts to their process: Qualitative, Quantitative and Active Management 

1. Qualitative 

We collate the qualitative and fundamental information on ESG issues around a company. We identify flags, 
opportunities and points of action. We use our proprietary data to understand the timeline of each company 
and its ESG history. We also include external research and information related to the company Directors, the 
details of the Board and Remuneration policies and structures. We cross reference the Board with other 
Boards and information such as Board meetings attended and other sub-committee information. For 
example, how many Boards do each of the Directors sit on and in what industries and what the relationships 
are to executive management? This information informs our overall ESG Risk of the company based on both 
our own interactions of the company as well as external sources of information and is an input into our 
Quantitative Rankings. For example, on mining companies we would identify the highest risk factors such 
as Social and Environmental and then engage the company and industry experts around these. For retailers 
or banks we would engage around Social and Transformation issues 

2. Quantitative 

We have a proprietary Quantitative system specifically related to ESG, which basically highlights Risk Factors 
by industry and company. This system uses both the Qualitative and Quantitative data and information and 
is an input into our fundamental bottom up analytical system that feeds into our valuation and portfolio 
systems. The idea is to rank companies by their specific risks to attractiveness and potential future risks. For 
example, we would relate Sasol to the fact that it inherently is in an industry that has elevated Environmental 
risks and as such we would not exclude it but rank it on its specific risks and improvement metrics. On the 



same basis, comparing Woolworths with Sasol would not be useful. So Woolworths would have its own risk 
factors and benchmarks 

3. Active Management 

In this part of our process, we actively engage management teams to register our concerns around ESG and 
to encourage change. If this doesn’t work we have two options: engage other shareholders and force 
change with Proxy Voting at AGM’s or Exit the share if we believe there is little chance of change and if the 
risk will reduce the expected return significantly. For example, we engaged with the Board of Absa over a 
number of years to firstly register our concern about Executive Remuneration and the lack of a link to 
performance metrics that are measurable. We voted against the Remuneration Policy and its Execution and 
engaged with our peers in the asset management industry to do the same. We also engaged with the 
management of Lonmin prior to the Marikana incident to highlight our concern around the living 
conditions of miners. This was not heeded and we did not own the share as we felt this was a significant risk 
to the company in the medium to long term.  

We think factors such as Environmental and Social have a longer term impact and we therefore often include 
it in that context, although there are exceptions such as Lonmin for example. Governance issues depend on 
the intensity and impact and often have unknown or short and long term impacts. For example, Steinhoff 
and EOH. We would sometimes not invest in a company at all if we believe the risks are significant and 
unpredictable. 

A candid look at some selective stocks: 

• African Oxygen 

We have had engagements with management regarding the safety and plant stability at their Germiston air 
separation unit. Management informed us that they had taken steps to change the operating management 
team at the air separation unit in order to address the safety and the community issues that were being 
experienced at this facility. 

• Anglo American PLC 

Since the deadly collapse of the tailings dams in Brazil with Vale, we have engaged with the mining companies 
that we own on the integrity and the design of their tailings treatment facilities. We have been assured that the 
nature and design of their tailings dams is not the same as those that collapsed and these claims have also been 
ratified by the authorities of Brazil. 

• Anglo Gold Ashanti 

The new CEO has been engaged on the issue of the number of deaths in their South African gold mining assets 
particularly as they are at considerable depths and subject to unstable and dangerous working conditions. In 
order to align and reduce the risk of further deaths, management decided that they are selling the last 
remaining SA asset which will greatly reduce the risk of fatality in the portfolio of remaining mines. This should 
lead to safer and less disruptive mining operations and less volatility in production. The sale is however not 
being done in an irresponsible and value destructive fashion, hence the sale is taking a bit of time. 

• African Rainbow Mineral 

We have and continue to engage on the root causes of the fatalities experienced at the Modikwa platinum mine 
with management. Management alludes to cultural issues being the root cause of the loss of life in these mines. 
According to management compliance with safety regulation is seen as an obstacle rather than a necessary 
protocol to observe in order to have a safe operating environment, which is emanates from some of the 
communities that workers come from. Management has said they will better align incentives and continue to 
drive the culture of noncompliance with safety protocol out of the work force. 



• BHP Group PLC 

BHP has significant exposure to iron ore production and as such tailings facilities. Management have informed 
investors that they tailings dam risk management framework which covers 4 areas, being maintenance of dam 
integrity, governance of dam facilities, monitoring and emergency preparedness and response plans. They also 
assure that beyond the ongoing management of tailings dams, that theirs are designed and built in accordance 
with strict global and local regulation. 

• Royal Bafokeng Platinum 

In our last engagement with the CEO (Steve Phiri) of RBplats, we raised as a point of concern the striking rise in 
fatalities in their operations at BRPM mine in Rustenburg. We were informed that the potential cause of the rise 
in fatalities at the complex was due to insufficient training afforded to some of the supervising members of 
mining crews and not enough alignment of safety with incentives of said supervisors. Management advised 
that supervisors would be upskilled in training and tougher sanctions like dismissal would be applied to 
supervisors who were found to be negligent when it comes to safety protocol. We also raised that perhaps it 
should also be that the responsibility of safety and sanction should be implemented at higher levels of company 
management in order to drive the culture of safety further. Management noted our concerns and 
recommendations. 

• Sasol 

We have engaged the management of Sasol on the potential effects of carbon tax on their business to which 
they have said that it would affect pre-tax earnings by no more than R1bn. The business should be able to cope 
with this added tax as per management comments.They are also actively trying to reduce their GHG 
(greenhouse gas) emissions and have been succeeding at doing so every year since 2013. 

We have also raised questions to the management team about whether or not there may have been governance 
issues that may have led to the problems they have encountered at Lake Charles Chemicals Project (LCCP). They 
are still assessing the contents of an external review of the project and will provide feedback on this in the near 
future 

Old Mutual Albaraka’s engagement  

Our ESG engagement and social responsibility obligations in respect of the holdings in the Old Mutual Albaraka Fund 
need to be seen in the context of our Responsible Investment and Stewardship Policy and Climate Change Position 
Statement which details our commitment to engage on these issues. 

• Sasol 

Sasol Limited has a rating of BB according MSCI ESG Research. This rating is high due to the air pollutants 
emissions, this concern is particularly high in South Africa due to the heavy reliance of the coal to liquid 
operations there is also constrain of the dependence of the company on the Vaal River System. 

In September 2018 the Sasol workers protested the discrimination related to the company’s policies. Allegedly 
Sasol only offered the company’s shares to the people of colour in order to meet the requirement for the Black 
Economic Empowerment (BEE) guidelines. The BEE was established by the South African government as part of 
its national policies aimed at undoing the effects of apartheid. 

• Exxaro 

Exxaro has an A rating according from the data gathered from MSCI ESG Research, this rating is supported by 
the new changes which have been made by the company at board level. In recent times the CEO/Chairman role 
has been split and replaced with an independent chairman. The board has been considered to be independent 



which also includes the audit committee. An independent audit committee has the function ensuring an 
accurate and observe the accounting regulations relevant 

The company continued to score well in regards to its toxic emissions and waste measure, this is largely due to 
the fact that the company relies on coal operations. Coal is usually less waste intensive than the mining of other 
commodities. Exxaro has also implemented energy initiatives which included energy efficiency projects, 
technology upgrades and renewable sources of energy.  

In September 2017 the National Union of Mineworkers (NUM) held a strike demanding a 10 percent wage 
increase which was a social factor issue faced by the company. The strike ended with Exxaro agreeing to increase 
the wages 10%, 8.5% for 2017 and 7.5% for 2018 and 2019. 

• Anglo American Plc 

Anglo American Plc has been under scrutiny from shareholders and NGO groups who have had concerns over 
the company’s impact on climate change. As a result in 2011 the campaign to divest from the company began, 
which led to investors demanding more transparency from the company regarding their impact on climate 
challenge. 

As a global company there have been reports of environmental concerns which were faced by the company. In 
South Africa there were allegations from the SA parliament of pollution of 118 mines into rivers and 115 mines 
that operated without water permits. Similar allegations were made in Brazil in March 2018 where the iron ore 
mine division had reportedly leaked 300 tons of iron ore pulp from a pipeline into a water stream. The company 
contested the allegations and an investigation was conducted. The outcome was Anglo American Plc was 
suspended to operate there and as of December 2018 the company restarted their mining there. 

The Social aspect of ESG was also a challenging issue for the company. In Colombia the Carrejon mine was faced 
with criticism from surrounding communities due to the over use of the limited water resources. This has been 
an ongoing dispute faced by the mine. The company faced similar allegations in Brazil with a different mine. In 
Australia the Anglo American Dawson mine in a 90 deep fissure which resulted in a closure of the road. This 
disruption raised complaints which led to the company building a new road. 

In South Africa the mining companies Anglo American and AngloGold Ashanti faced lawsuits by former miners 
for damage to their health, the lawsuit was a class action and elevated to the high court. This led to a R5 billion 
settlement to resolve the lawsuit against companies. 

Visio’s engagement 

ESG is an important consideration in the Visio research and investment process, where governance is one of the four 
core pillars of our fundamental research process. ESG is incorporated into our investment case and valuation where 
quantifiable (as in the potential for a carbon tax in South Africa). For Visio Capital, we see governance as being the place 
we can make the biggest impact in terms of ESG. As you are aware of from previous letters which we have shares, we 
regularly engage with management teams and company boards to ensure that their and shareholder (ourselves and 
our clients) interests are well aligned. This can take a number of forms and can cover a range of topics. 

For the companies mentioned (AGL, BHP, IMP, SOL) our focus for ESG has been on: 

1. Completing our RAP sheets 

2. Company engagement where applicable (particularly Sasol and BHP) 

3. Ensuring that our analysis captures measurable carbon emissions issues where possible (i.e. taxes, 
environmental capex costs, etc.) 

 



• Sasol 

We have been particularly involved in ensuring that our valuation reflects both the carbon tax liability in South 
Africa, as well as the longer environmental risks and costs relating to clean fuels, emissions legislation changes 
and pricing (i.e. higher likely diesel pricing for the incoming IMO2020 regulations). We have been disappointed 
by Sasol’s seeming reluctance to engage with the market on carbon and have raised this issue with the 
management team and with analysts that Sasol needs to be more on top of issues and own the discussion given 
their position in the world and SA with respects to the dirtiness of their coal-to-liquid operations. More work 
needs to be done and we will continue to engage where possible. 

• BHP Group 

On BHP we have had a number of engagements with their environmental team (a subcommittee of the board 
set up post the Samarco disaster), and have engaged on a broad range of topics. We have explored the 
company’s thermal coal business and the investments that will need to be made as well as the rationale for 
remaining in the Australian coal mining industry given their reluctance to embrace changes in a changing world 
with respects to carbon. We believe that the company is well aware of the challenges ahead and are working to 
make changes from within and to ensure the long term viability of their business. 

We have expanded our risk assessment procedures in the last 18 months by implementing RAP (RAP= Risk 
Assessment Protocol) sheets for each company we invest in whereby we tabulate a scorecard through a series 
of questions that cover both quantitative and qualitative aspects of the company. This has given us an 
additional layer of insights into the companies we analyse, particularly in terms of “softer” ESG issues that may 
not be easily quantifiable in our earnings and valuation assessments. 

Given the way that the Visio team operates, we believe that we all need to be aware of key issues surrounding 
companies in our portfolio and the market. Tassin Meyer (one of our fund managers) is closest to the sustainability issues 
and meets with analysts and market commentators regularly on ESG topics. The team attend ESG updates and training 
where applicable via conference calls and presentations where relevant and applicable. The firm is a signatory to the 
UN PRI code for responsible investing (www.unpri.org) since 2012 which has been a useful advisory tool for issues 
relating to carbon emissions. 
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