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Abstract

With an emphasis on their disclosure policies regarding climate change, this study evaluated
the preparedness of South African metropolitan municipalities to adopt the proposed IPSASB
Sustainability Reporting Standard based on the Exposure Draft 1 (SRS ED 1) that was
issued for public comments. The study looked at the 2023-2024 annual reports of all eight
metropolitan municipalities using qualitative content analysis to assess how closely they
adhere to the disclosure requirements outlined in SRS ED 1. The standard's fundamental
reporting requirements were extracted and synthesised into a checklist with 20 disclosure
items. These items are distributed across four key pillars: governance (6 items), strategy (5
items), risk and outcome management (3 items), and metrics and targets (6 items). Each
municipality’s annual report was reviewed and compared against the checklist to identify the
presence or absence of each disclosure item. The frequency distribution of each disclosure
item across the eight municipalities was recorded and summarised, highlighting the most and
least commonly reported elements. The findings reveal varied levels of disclosure, with
several municipalities demonstrating partial alignment, while others lack meaningful
engagement with climate-related reporting. These results suggest that although some
foundational practices are in place, South African metropolitan municipalities face significant
challenges in achieving full compliance with international sustainability reporting standards.
The study contributes to understanding the implementation challenges of global climate
disclosure frameworks in developing public sector contexts.

Keywords

climate risk disclosure; environmental; governance; IPSASB SRS; South African metropolitan
municipalities

JEL Classification
M14; M21; M48; M521.

Introduction



mailto:kudzai.matiashe@wits.ac.za
mailto:phatsimo.moroeng@wits.ac.za

International Business Conference | IBC 01/2025

Every country across the globe is faced with environmental challenges that have caused
lasting damage to the natural environment, such as climate change, carbon dioxide (CO2)
emissions, deforestation, droughts, loss of biodiversity, floods, pollution and scarcity of food
and water. This is more severe in developing countries (Ziaul & Shuwei, 2023).
Environmental sustainability practices have gained traction as these challenges call for
immediate action (Tennakoon, Janadari & Wattuhewa, 2024). Reporting on environmental
sustainability has emerged as a vital instrument for improving accountability, openness, and
well-informed decision-making in the public sector (Head. 2016).

Environmental sustainability can be defined as the process of protecting natural resources
through reducing pollution and activities that are harmful to the environment, as well as
effectively managing waste (Sharafizad, Redmond & Parker, 2022). It refers to the plans,
policies and practices put in place to safeguard the well-being of the planet in the long term.
The achievement of the Sustainable Development Goals (SDGs) set out by the United
Nations cannot be a reality if environmental sustainability is not embraced (Ziaul & Shuwei,
2023).

Environmental sustainability is critical to addressing the escalating global and regional crises
that threaten ecosystems, human health, and economic stability (Elsamadony, Pileggi, Liu, &
Fujii 2025). Globally, the United Nations highlights that climate change intensifies droughts,
floods, and food insecurity (Ahmed, Asim, Ahmad & Aslam 2023). In Southern Africa, these
challenges are exacerbated by land degradation, marine pollution, and severe water scarcity;
South Africa alone faces a water deficit of 17% by 2030 (Hossain, Krupnik, Timsina,
Mahboob, Chaki, Farooq, Bhatt, Fahad & Hasanuzzaman, 2020; Murray & Ruppel, 2025).

With governments facing increasing financial, operational, and social concerns from climate
change, climate-related risk disclosures have emerged as a crucial part of public sector
accountability globally. It has been reported that majority of the biggest publicly traded firms
worldwide currently include climate risks in their financial reporting, according to the Task
Force on Climate-related Financial Disclosures (TCFD), but very few of them provide enough
information for investors to evaluate the climate-related effects (Board, 2017). In accordance
with globally accepted frameworks such as the Global Reporting Initiative (GRI) Standards,
the Task Force on Climate-related Financial Disclosures (TCFD), and Integrated Reporting
guidelines organisations are expected to provide transparent, consistent, and decision-useful
information on how environmental, social, and governance (ESG) factors particularly climate-
related risks and opportunities impact their strategy, performance, and long-term value
creation.

Climate disclosures are even more important for the public sector since governments are
responsible for disaster relief, infrastructure, and long-term budgetary stability, all of which
are at risk from unchecked climate hazards (Christophers, 2017). In Africa, where climate
vulnerability is acute, disclosures are increasingly prioritised but remain inconsistent. The
continent suffers disproportionate climate impacts, including 17 of the world’s 20 most
climate-vulnerable countries yet only 12% of African governments publish detailed climate
risk assessments (Chancel, Bothe & Voituriez, 2023). This disparity is concerning because
60% of Africa's infrastructure is managed by government agencies, and a large portion of it is
vulnerable to floods, droughts, and intense heat (Douglas, 2017).

In South Africa, metropolitan municipalities, which are important forces behind environmental
regulation and urban growth, are coming under increasing pressure to match their
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sustainability disclosures with internationally accepted norms. The most pressing and
systemic threats to South Africa's metropolitan centres are resource constraints,
environmental deterioration, and growing climatic vulnerability (Long & Ziervogel 2019;
Okwudili, 2025). Poor waste management and industrial negligence worsen the crisis; for
instance, up to 80% of South Africa’'s wastewater treatment works are failing, releasing
untreated sewage into rivers (Nyika & Dinka, 2025). One of the roles of the Auditor General
of South Africa (AGSA) is to report on material non-compliance with key legislation, including
some environmental management aspects (AGSA, 2024). The audit of compliance with
legislation enables the AGSA to monitor that the auditees are adhering to transparency,
stewardship and accountability (IRBA, 2012). In addition to reporting on non-compliance, the
AGSA also reports on material irregularities (Mls).

In the 2021-22 MI report for local government, which is the most recently available Ml report,
there were 29 Mis on harm to the general public, 24 on pollution of water services and five
on land site mismanagement (AGSA, 2023). As the main suppliers of infrastructure and
necessary services, metropolitan municipalities should be leading the charge to address
these issues (Ajam, 2025). These municipalities are expected to take the lead in moving
toward more sustainable and climate-resilient types of urban governance, as required by
section 24 of the Constitution of the Republic of South Africa to maintain a safe and healthy
environment (Mvuyana, 2025). The physical and transitional hazards that climate change
presents to municipal operations, infrastructure, and service delivery are thus identified,
evaluated, and communicated with climate-related risk disclosures.

Cappellieri, Lombardi, Pizzo and Vinciguerra (2025) argue, the public sector, particularly at
the municipal level, holds substantial, yet underexplored, potential for advancing
sustainability reporting and accounting practices. The policy and legal framework of South
Africa provides a solid platform for directing municipalities toward more structured and
accountable environmental disclosures, building on the need to improve sustainability
reporting in the public sector (Brink & Singh, 2024). A crucial strategic tool for incorporating
climate adaptation into local government planning and service delivery is the National
Climate Change Adaptation Strategy (NCCAS), which is based on section 24 of the South
African Constitution and the National Environmental Management Act (NEMA). This
approach acknowledges that urban areas play a crucial role in mitigating climate risks,
especially when it comes to providing basic services like waste management, sanitation, and
water (Mills, Kohlitz, Carrard & Willetts, 2019). As a result, by fostering consistency between
national policy goals and local implementation initiatives, the NCCAS supports a multi-level
governance approach to climate resilience (Brink & Singh, 2024).

A framework to standardise sustainability reporting for public sector organisations, the
Sustainability Reporting Standard (SRS), was recently suggested by the International Public
Sector Accounting Standards Board (IPSASB) through an Exposure Draft 1 (ED 1) that was
issued for public comment (Morrison, Alshamari & Arora, 2025). The IPSASB SRS explicitly
targets the public sector’s responsibility to disclose climate-related risks and sustainability
performance (Georgieva, 2025). Understanding the gap between the private and public
sectors in this domain is critical to assessing the institutional readiness of metropolitan
municipalities and identifying the capacity-building efforts required to implement global
sustainability reporting frameworks effectively (Grindle & Hilderbrand 1995; Omweri 2024;
Ncamphalala & Vyas-Doorgapersad 2025).
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Understanding municipalities’ institutional readiness to adopt the IPSASB SRS requires
examining how many of these obligations are reflected in their environmental sustainability
disclosures (Morrison, Alshamari & Arora, 2025). Adopting this global disclosure framework is
a chance to improve transparency, strengthen accountability, and elevate the role of local
government in accomplishing long-term environmental sustainability goals while also
complying with current constitutional and legislative mandates (Ali & Kamraju, 2025).

In addition to adhering to international sustainability requirements like the IPSASB SRS,
municipalities can enhance their internal risk management systems, develop institutional
foresight, and boost public trust through transparent reporting (Masoud, 2025). The capacity
of metropolitan municipalities to reveal and address climate risks will be essential to their
long-term developmental resilience and environmental stewardship as climate challenges
increase (Enemark & Van der Molen, 2015).

The implementation of environmental sustainability practices especially climate change, has
become an important area for research (Sharafizad, Redmond & Parker, 2022). Advancing
this research is therefore essential for exposing systemic weaknesses, aligning policy
frameworks with regional realities, and empowering stakeholders to demand transparency,
particularly given South Africa’s acute climate vulnerabilities and governance challenges (Ali,
& Kamraju, 2025). Without such efforts, even the most well-intentioned environmental
commitments risk becoming symbolic gestures rather than transformative actions that
meaningfully address climate-related risks (Sibiya, Sithole, Mudau & Simatele, 2022).

Problem Statement

While all South African metropolitan municipalities will be expected to implement the IPSASB
SRS, significant questions remain about their institutional readiness, technical capacity, and
ability to meaningfully integrate these global standards with existing local governance
frameworks and legislative requirements.

Research objective

The objective of this study is to ascertain if metropolitan municipalities can successfully make
the switch to IPSASB-compliant sustainability reporting by assessing the institutional
readiness, technical capacity, and contextual alignment of South African metropolitan
municipalities for implementing the IPSASB SRS within existing local governance and
legislative frameworks.

Literature Review

Current disclosure frameworks

Before engaging on the readiness issues surrounding the implementation of IPSASB SRS, it
is important to consider what is currently in place in the literature and in terms of existing
regulations and expected practices within the South African and international public sector
regulatory environment.

The laws and regulations that underpin South African local government municipalities'
environmental disclosure requirements have evolved to encourage accountability, openness,
and sustainable development in accordance with legislative and constitutional mandates. The
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Municipal Systems Act 32 of 2000 (MSA) is a key legislative framework since it mandates
that municipalities create an Integrated Development Plan (IDP) that integrates
environmental factors into strategic planning procedures (Dlamini, Zogli, & Hlongwane,
2021). Cooperative governance and sustainable development are encouraged by the
National Environmental Management Act 107 of 1998 (NEMA) (Attolba-Aquino & Castaneda
2025). The National Climate Change Adaptation Strategy (NCCAS), which was enacted in
2020, offers municipalities policy guidance on incorporating climate adaptation into local
planning and reporting procedures in response to the increasing risks associated with climate
change.

While not legally binding, frameworks such as the King IV Report on Corporate Governance
and the Global Reporting Initiative (GRI) have influenced voluntary environmental reporting,
particularly among larger metropolitan municipalities aiming to align with global best
practices (Ramalho, 2020). By working together, these tools seek to institutionalise
environmental sustainability in municipal governance, guaranteeing that local governments
protect ecological integrity and community resilience in addition to providing essential
services (Sira & Kuzior, 2025).

The implementation of IPSASB SRS will significantly enhance South Africa's current statutory
framework for municipal sustainability reporting. Incorporating this international standard
within the existing reporting frameworks mandated by the MSA would allow municipalities to
improve the comparability and quality of their environmental and climate related disclosures
while still meeting their local legal requirements (Masoud 2025).

The introduction of the IPSASB

The International Public Sector Accounting Standards Board (IPSASB) is the global authority
responsible for developing accounting and reporting standards specifically for public sector
entities (Cohen, Rossi, Lorson, Brusca, Anessi-Pessina, Jorge, & Sicilia, 2025). In October
2024, the IPSASB released its first sustainability-focused standard, Sustainability Reporting
Standard Exposure Draft 1 (SRS ED 1) on Climate-related Disclosures, in response to
mounting calls for transparency in how governments handle climate risks (Kidwell &
Lowensohn, 2019; Morrison, Alshamari & Arora, 2025). To help public sector organisations
disclose their climate-related risks, impacts, and strategies, this draft was created. It adopts
elements of established private-sector models, like the TCFD and IFRS S2 modify them to
take into account the particularities of public institutions (Cohen et al., 2025). The emphasis
on twofold materiality, the understanding that public sector actions both influence and are
influenced by environmental and social conditions, is a fundamental component of SRS. This
standard offers both an opportunity and a big problem for South African metropolitan
municipalities, which are already obligated to safeguard the environment under national laws,
including the Constitution and the National Environmental Management Act (NEMA).

State of readiness to implement IPSASB SRS

The implementation of an effective sustainability disclosure standard like IPSASB SRS
requires careful consideration of both technical requirements and contextual realities.
According to several scholarly studies, several interdependent components must cooperate
for adoption to be successful (Vigneau, Humphreys & Moon 2015; Lambin & Thorlakson,
2018; Adams & Narayanan, 2010; Chungyalpa & von Rosing, 2025). Adequate technical
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capability serves as the cornerstone at the institutional level; municipalities require proficient
staff in sustainable accounting and strong information technology systems for data
management (AbdulKareem, Akintola, Ameen, Isiaka, Omolabi & Amosa, 2025). However,
without concurrent measures to match reporting requirements with current local governance
structures and agendas, capacity building alone is insufficient (Van Wyk & De Villiers, 2023).
This alignment issue is especially noticeable in developing nations because urgent internal
issues like the provision of basic services may clash with international standards.

While some scholars have expressed concern about the feasibility of implementing the
IPSASB SRS framework across African municipalities, particularly in South Africa, these
challenges highlight the importance rather than the impracticality of adopting such a standard
(Heiling 2025). A critical review of some existing literature and empirical findings suggests
the view that South African metropolitan municipalities may not yet fully meet the technical
and institutional requirements for implementation (Hart, Booyens & Sinyolo 2020; Kidwell &
Lowensohn 2019; O'neill 2024; Legodi, Coetzee & Erasmus 2025). These observations may
strengthen the case for research on what is needed for the implementation of IPSASB SRS
as it is necessary for improving climate-related risk disclosure, promoting institutional
capacity-building, and aligning local reporting practices with international public sector
standards. Rather than suggesting inaction, the literature thus showcases gaps that affirm
the relevance of the framework as a benchmark for reform and a roadmap for progressively
enhancing environmental accountability.

Theoretical Framework

Given that research on environmental sustainability reporting in the public sector, particularly
at the municipal level, remains relatively underdeveloped compared to the private sector, it is
necessary to draw upon established theoretical frameworks initially formulated for corporate
contexts. Economic theories, socio-political theories, and institutional theories are the three
primary theoretical stances that are frequently employed to explain sustainability reporting in
private organisations (Aluchna, Roszkowska-Menkes, Jastrzebska & Bohdanowicz, 2023).
These theoretical frameworks have also been applied to more public sector challenges,
indicating their applicability in analysing the methods and motivations of environmental
disclosure practices used by local government organisations, including metropolitan
municipalities in South Africa (Marais, Retief, Sandham & Cilliers 2015; Guo, Zhao, & Yang
2022). Therefore, these theories offer a helpful starting point for analysing sustainability
reporting in the public sector, especially in situations where environmental accountability and
institutional, political, and legislative constraints collide.

Legitimacy Theory

According to the Legitimacy Theory (LT), businesses function in a social environment where
upholding a "social contract" with the public is essential to their survival. This contract
suggests that society gives businesses permission to operate in return for actions that
conform to accepted societal norms and values (Francés-Gomez, 2020). Organisations run
the danger of losing their legitimacy when they do not live up to these expectations, including
when they disregard their environmental obligations. The LT provides a prism through which
South African metropolitan municipalities can comprehend why reporting on environmental
sustainability is not just a formality but an essential tool for preserving public confidence (Luft
Mobus, 2005). Service delivery problems that directly violate the "social contract" with
communities, including water pollution or poor waste management, put these governments
under a lot of criticism (Van Zijl, Maroun & Wd&stmann, 2017; Umar, Derashid & lIbrahim,
2017; Matyana & Sibiya, 2025). According to the LT, urban towns may step up their
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sustainability disclosures in reaction to such disasters in order to restore credibility for
instance, by releasing thorough audits of their efforts to clean up pollution (Ongsakul,
Chatjuthamard, Jiraporn & Lee, 2025).

Proactively, even in the absence of scandals, municipalities might adopt global reporting
standards such as the Global Reporting Initiative to align with broader societal expectations
around climate action and equitable resource use (Matlala, 2025). The approach does,
however, also call into question performative reporting, in which disclosures are merely
showy rather than proof of real progress. The discrepancy between reported data and actual
conditions can further undermine trust in an area characterised by extreme inequality and
environmental degradation, highlighting the necessity of independent verification, such as
audits by the AGSA, to authenticate municipal claims.

Institutional Theory

Institutional theory posits that organisational behaviour is shaped not only by technical and
economic factors but also by the social and institutional environments in which organisations
operate (Zucker, 1987). According to institutional theory, public entities such as metropolitan
municipalities cannot be understood in isolation; rather, their behaviours and practices are
shaped by the broader institutional, social, and political environments in which they operate
(Thoenig, 2012; Rubin, Vaughn & Rudes, 2024). These outside factors have a big impact,
influencing how organisations behave and forcing them to use procedures and structures
that are accepted in their industry as acceptable and socially acceptable. As a result, there is
some uniformity throughout organisations since public institutions frequently match their
sustainability disclosure policies with industry standards, laws, and expectations. Institutional
behavior within municipalities is shaped by two distinct forms of external pressure. Coercive
pressures arise from formal regulatory mandates, such as those imposed by the MFMA,
which compel compliance through legal and administrative mechanisms. In contrast,
normative pressures are driven by professional standards, shared values and expectations
within local government reporting, encouraging municipalities to align with the best practices
and uphold the reporting norms. Together, these forces influence how municipalities respond
to governance challenges and adopt reform.

Research Methodology

Research approach

This study employed a qualitative content analysis research approach to assess the
readiness of South African metropolitan municipalities for the IPSASB SRS before the
standard is formally published. This approach was chosen as it is in line with previous
studies assessing readiness. Romeu et al. (2025) used a qualitative content analysis
approach in assessing the readiness of Brazilian listed insurance companies for IFRS S1
and S2 Standards, which are similar to the IPSASB SRS. Furthermore, the qualitative
research approach will assist in obtaining an understanding of the phenomenon being
studied, which is the disclosure practices of the municipalities and whether they are aligned
with the requirements of the IPSASB (Kganakga et al., 2023).

Sampling

The purposive sampling method was employed to collect and analyse secondary data in the
form of annual reports from eight South African metropolitan municipalities. Only South
African metropolitan municipalities were included in the sample based on the impact climate
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change has had on them in recent years. The metropolitan municipalities were deemed
appropriate for data collection, as through them majority of the provinces were covered, as
they are located in five of South Africa's nine provinces (Kganakga et al., 2023). According to
the AGSA (2024:113), metropolitan municipalities account for 53% of the province’s budget
for municipalities and serve more than half the province’s households. “It is therefore
imperative that they prioritise effective governance and infrastructure development and
implement sustainable practices to ensure the well-being and prosperity of their
communities”.

Data collection

The analysis for this study was performed on the annual reports of the eight metropolitan
municipalities for the 2023-24 financial year to identify whether they have climate-related
disclosure items that are aligned with the proposed IPSASB SRS disclosure requirements
based on the exposure draft (ED 1) that was released for public comment. Since publicly
accessible yearly reports are a crucial tool for municipalities to communicate their
environmental performance, policy initiatives, and regulatory compliance, examining them
was chosen as a methodologically acceptable approach (Niemann & Hoppe 2018).

Furthermore, document analysis provides a non-intrusive way to methodically examine
disclosure processes, allowing the researcher to evaluate compliance with international
standards while taking practical limitations like reporting maturity and institutional capability
into account (Sankala,2024). Since it offers clear insight into the degree to which
municipalities are already integrating climate-related elements into their formal reporting
structures, this method is particularly pertinent when evaluating preparedness. The
motivation for selecting the 2023-24 financial year was that it was the most recently audited
annual report available at the time of conducting this study, and it will ensure the data is
reliable for analysis. The use of only one financial year was deemed to be appropriate as the
objective of the study was not to establish trends in climate-related disclosure practices over
time (Kganakga et al., 2023; Shiburi et al., 2022).

The reason for selecting the annual report was that section 46 of the MSA requires
municipalities to prepare an annual report that reflects the development of the municipality.
Development is defined as “sustainable development and includes the environmental
upliftment of a community aimed that is aimed at improving the quality of life of its members
and ensuring that development serves present and future generations” (Republic of South
Africa, 2000). Therefore, as climate change and climate-related practices form part of
environmental sustainability, the annual reports provide the data that is relevant for this study.

Data analysis

“Content analysis is an empirically grounded method, exploratory in process and predictive
or inferential in intent” (Krippendorff, 2013:1). For purposes of this study, the content of the
annual reports was analysed in an exploratory manner in order to identify themes and
indicators of readiness of the upcoming IPSASB Sustainability Reporting Standard (SRS)
based on the exposure draft (ED 1) that was released for public comment. As McNulty et al.
(2012) note, qualitative methods such as content analysis are valuable for examining how
institutions engage with governance-related issues in practice, especially when researchers
seek to explore the meanings, mechanisms, and structural arrangements embedded in
public disclosures.
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This study could inductively identify markers of institutional readiness and alignment with the
IPSASB SRS ED 1 climate-related disclosure standards by analysing municipal reports using
a methodical interpretive lens. Moreover, the method supports a deeper understanding of
how municipalites communicate environmental accountability and whether such
communication reflects substantive engagement or symbolic compliance, an area well
recognised as requiring qualitative scrutiny in governance research (McNulty et al., 2012).
This approach enables a grounded, context-sensitive evaluation of both the presence and
the quality of sustainability-related reporting within the public sector.

As part of the analysis, the proposed IPSASB SRS ED 1 paragraphs that describe
information that ‘an entity shall disclose (disclosure requirements) were studied to obtain an
understanding of the standard of disclosure required. The disclosure requirements contained
in the IPSASB SRS ED 1 were then summarised into different disclosure items according to
the four different disclosure pillars (governance, strategy, risk and outcome management,
and metrics and targets).

A total of 20 disclosure items were identified from the summary made consisting of six
disclosure items for the governance pillar, five disclosure items for the strategy pillar, three
disclosure items for the risk and outcome management pillar, and six disclosure items for the
metrics and targets pillar. This approach is similar to previous studies assessing companies’
readiness to implement IFRS S2 climate-related disclosures (Milhem, 2025; Romeu et
al.,2025). This data was then captured into an Excel spreadsheet.

Thereafter, the annual reports of the different municipalities were downloaded from the
websites of the National Treasury and the individual municipalities and then analysed to
identify disclosure elements that were climate related. The data collected from the annual
reports that were aligned with the disclosure item were populated into the Excel spreadsheet
per municipality. For conciseness, the data per disclosure item was then only presented
according to the total number of municipalities (out of eight) with the specific disclosure items
that were commonly disclosed. This was done to determine the level at which management
and those charged with governance at the metropolitan municipalities had put certain
measures in place to try and deal with climate-related issues and ultimately be at a state of
readiness to disclose such issues to the users of the annual report. Climate-related
disclosures that are of good quality give stakeholders a proper understanding of how
institutions address climate change-related issues (Ackers & Adebayo, 2022).

Results and Findings

This study aims to investigate the readiness of metropolitan municipalities to adopt the
IPSASB SRS. For purposes of this study, the IPSASB SRS ED 1 checklist was adapted from
the climate-related disclosure requirements contained in the IPSASB SRS ED 1. It is to be
noted that only the disclosure requirements related to an entity’s own operations were
adapted and not those related to public policy programs and their outcomes. This is due to
the fact both the South African Institute of Chartered Accountants (SAICA) and Accounting
Standards Board (ASB) which were the two South African institutions that submitted their
comments to the IPSASB reiterated the need for two separate standards, one focused on the
entity’s own operations and the other on public policy programs and their outcomes in order
to avoid confusion (ASB, 2025; SAICA, 2025). According to the IPSASB (2025), the climate-
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related disclosures project will be split into two phases, and phase one will be the own
operations standard, which will be finalised and voted on in December 2025.

The IPSASB SRS ED 1 checklist consists of 20 disclosure items that were identified from the
summary made from the paragraphs contained in the IPSASB SRS ED 1. This is made up of
six disclosure items identified for the governance pillar, five disclosure items for the strategy
pillar, three disclosure items for the risk and outcome management pillar, and six disclosure
items for the metrics and targets pillar. The relevant disclosure items made by each
municipality were compared against the 20 disclosure items to identify the commonly
disclosed items. The total number of municipalities (out of eight) with the specific disclosure
item covered was then populated and has been included in Table 1 below.

Table 1 IPSASB SRS™ED 1 checklist

Number of
metropolitan
municipalities with
the disclosure
item (out of 8)

IPSASB Paraaraph reference Disclosure Item per
Disclosure Pillar grap Pillar

Reflection of governing
9(a)(i) body(s) or individual(s) | 3/8
responsibilities

Determination of skKills,

9(a)(ii) competencies and | 1/8
development thereof
Frequency of
communication
Governance 9(a)(iii) regarding climate- | 3/8
related risks and

opportunities
Integration with strategic
9(a)(iv) decision making and | 1/8
risk management
Oversight of climate
9(a)v) targets and monitoring /8

9(b)(i)-(ii) Role of management 4/8

Identification of
11(a) expected climate-related | 2/8
risks and opportunities
Current and future
impact on the
operational model and
value chain

Impact on the strategy
and decision-making,
and climate transition
plan

Current and future

11(d) financial impact 218

11(e) Climate resilience 3/8
Climate-related risks
identification,

Risk and 14(a) assessment, 38
Outcome prioritisation and
Management monitoring  processes

and policies
14(b) Climate-related 1/8

11(b) 2/8

Strategy

11(c) 2/8

10
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opportunities
assessment,
prioritisation and
monitoring processes
Extent of integration into
14(c) overall risk management | 3/8
processes
. . Greenhouse gas
17(a)(i), (iv), (v) & (vi) emissions 2/8
Measurement of
17(a)(iii) greenhouse gas | 0/8
emissions
Climate-related
17(b)-(d) transition and physical | 3/8
Targets - P
17(6) Remuneration of key 7/8
management personnel
Quantitative and
qualitative climate-
21-24 r.elated. targets 4/8
(including any
greenhouse gas
emissions targets)

Source: Own research (summary from data collected)

Overall, the results suggest that most of the metropolitan municipalities are not ready to
implement the proposed climate-related disclosure standard, as only three of the eight
municipalities (38%) had at least 50% of the disclosure items covered. None of the
municipalities had all of the disclosure items covered, with the highest coverage being one
municipality with 65% coverage.

This would have been four municipalities; however, one of the other municipalities only
covered 35% of the disclosure items adequately, as it did not provide specifics about their
greenhouse gas (GHG) emissions and risk identification and identification processes. The
disclosures provided were too generic and failed to provide quantitative data and
measurement methodologies on the GHG emissions and nature, scope and prioritisation of
risks, which undermines the usefulness of the disclosures (Hahn & Lilfs, 2014).

One of the municipalities had none of the items covered in their annual reports, which was
surprising as remuneration disclosures are a standard component of the annual financial
statements and annual reports and as such, the expectation was that this, at the very least,
would be disclosed. Municipalities are required to create plans, assign resources relevant
towards the achievement of the targets set in the plans and report the results (Moroeng et
al., 2024). Therefore, it is not surprising that most of the municipalities have developed some
climate-related targets. However, a description of the validation processes employed in
setting the targets and the methodology concerned, as well as the metrics used to monitor
progress towards reaching the targets, was not included.

As with previous studies assessing the readiness of listed companies in developing countries
for the IFRS S1 and S2 sustainability reporting standards, the disclosure items for the
governance and risk and outcome management pillars seem less difficult to adhere to as

11
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opposed to the metrics and targets, which appear to be a source of difficulty (Milhem, 2025;
Romeu et al.,, 2025). This is because most of the municipalities either provided generic
statements about their GHG emissions instead of the actual number of emissions or provided
no disclosures at all. None of the municipalities provided any disclosures about how they
measure their GHG emissions and if and how they use a carbon price when making
decisions.

Considering that the IPSASB SRS disclosure requirements have not yet been published for
implementation, it is commendable that some of the municipalities' disclosures are already
on track with what is required. This demonstrates that once published, it will not be too
onerous for management and those charged with governance of those municipalities to
adopt these.

According to Ackers and Adebayo (2022), institutions in the private sector should look to
government institutions for how to appropriately address challenging environmental issues
such as climate change. Therefore, the limited climate-related disclosures for the majority of
the municipalities, as identified in Table 1 above, prompted further investigation of whether
the municipalities had plans in place to tackle climate change, even though these were
perhaps not yet reflected in the municipalities’ annual reports. The results from this
investigation have been included in Table 2 below.

Table 2: Number of municipalities with climate action plans

Climate Action

Metropolitan Municipality | Plan Total number of disclosure items
A No 10%

B Yes 60%

C Yes 35%

D Yes 50%

E Yes 5%

F Yes 65%

G No 0%

H Yes 10%

Source: Own research (summary from data collected)

Of the eight municipalities, six (75%) had plans for dealing with climate change, which is very
commendable. According to the C40 (2020), the four main components of climate action
planning include emissions neutrality, resilience to climate hazards, inclusivity and benefits
and governance and collaboration. All four of these components speak to the four pillars of
the IPSASB SRS, and as such, if the plans are implemented correctly and reporting is done
in line with the plans, there will be an alignment between the plans and proposed reporting
practices (disclosures).

One municipality had a climate adaptation strategy, which could have been considered
however, as this was titled as a draft and as such, it was not considered. One of the other
municipalities that had very limited coverage of the disclosure items in place did have a
climate action plan in place, but it was dated 2015. The outdated nature of the plan could
perhaps highlight a lack of institutional awareness of recent developments in climate-related
issues.
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The results from this investigation further revealed that two of the municipalities with limited
or no coverage of the disclosure items did not have action plans in place, which could
indicate that this is not just an issue with reporting but an institutional gap in climate change
readiness in general. Overall, the municipalities do have solid plans in place to deal with
climate change, and these need to be properly implemented for the reporting to be factored
into the annual reports.

The findings of this study offer critical insights into the preparedness of South African
metropolitan municipalities for the implementation of the IPSASB SRS, with implications that
extend beyond academic discourse to inform policy and practice. From an Institutional
Theory perspective, the uneven adoption of disclosure items and the presence of outdated
climate action plans suggest that institutional pressures, whether coercive, normative or
mimetic, are not uniformly internalised across municipalities. This inconsistency points to a
broader institutional gap in climate readiness, which policymakers must address if the
IPSASB SRS is to be effectively implemented. The study therefore provides a diagnostic lens
through which institutional capacity and responsiveness can be assessed, offering a
foundation for targeted interventions such as training, regulatory alignment and resource
allocation.

Through synthesising the results with Legitimacy Theory, it becomes evident that
municipalities risk undermining public trust when climate-related disclosures are either
absent or lack specificity. As stated earlier in the review of literature, the theory underscores
the importance of maintaining societal approval through transparent and accountable
reporting. In this context, the study highlights that municipalities which fail to disclose
measurable data on greenhouse gas emissions or omit methodologies for target setting may
inadvertently compromise their legitimacy, particularly in communities already burdened by
environmental and service delivery challenges.

Managerial Implications

The results of this study offer important managerial implications for local government
management, finance personnel, sustainability officers and policy makers that was tasked
with implementing the IPSASB SRS within South African municipalities. From a policy and
managerial perspective, this study recommends that national and provincial government
departments, such as the National Treasury and the Department of Forestry, Fisheries and
the Environment (DFFE), provide clearer implementation roadmaps, capacity-building
initiatives, and reporting templates aligned with SRS ED 1.

The study’s results also revealed that while some foundational elements of climate-related
disclosure exist across municipalities, reporting remains fragmented and inconsistent,
indicating a lack of structured, standardised approaches aligned with global sustainability
frameworks. Additionally, collaborative platforms between municipalities could also help
diffuse good practices and reduce disparities in readiness. A critical implication is that
successful adoption of the IPSASB SRS will require a shift from compliance-oriented
reporting toward more strategic, performance-based sustainability governance. Managers
should prioritise cross-departmental coordination, invest in climate-related training for finance
and sustainability teams, and institutionalise disclosure processes through formal policies
and systems.

Ultimately, the transition to internationally aligned climate-related disclosures will depend not
only on technical capability but on leadership commitment to transparency, public
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accountability, and political will to long-term climate resilience. The authors further argue that
establishing collaborative platforms among municipalities could facilitate the sharing of best
practices and help minimise disparities in readiness. Ultimately, the transition to
internationally aligned climate-related disclosures will depend not only on technical capability
but on leadership commitment to transparency, public accountability, and long-term climate
resilience.

Conclusions, Limitations and Future Research

Conclusion

The objective of this study was to explore the readiness of metropolitan municipalities for the
implementation of the IPSASB SRS. The results suggest that although some foundational
practices are in place, South African metropolitan municipalities face significant challenges in
achieving full compliance with the international sustainability reporting standards.

Considering that the disclosure standard has not yet been published, there is still time for the
municipalities to proactively develop their climate-related disclosures and related practices to
a point that will ensure that they are ready for implementation in the future. It is also
important to note that the standard remains in exposure draft form and has not yet been
formally adopted, metropolitan are thus afforded critical window of opportunity to strengthen
their institutional capacity, develop internal reporting systems, and embed climate-related risk
management into their strategic and operational frameworks. Proactive engagement during
this preparatory phase can position municipalities to comply meaningfully with future
reporting obligations, while also enhancing public accountability, policy coherence, and
resilience to climate-related risks.

Limitations

The study relies only on the annual reports and climate change strategy implementation
reports that were published for the 2023-24 financial year, and final climate action plans,
which were available on the websites of the municipalities, which might not accurately
represent the internal readiness initiatives of the municipalities. Some municipalities prepare
climate change reports, which are reviewed every five years, however, these were not
published at the time that this study was finalised, and as such, were not considered, which
may have led to an underestimation of the actual level of readiness within the municipalities.

Moreover, the study adopts a qualitative content analysis approach, which, while effective
for exploratory research and identifying disclosure patterns, does not directly measure
implementation effectiveness or internal technical readiness. These methodological
constraints limit the generalisability of the findings and suggest that future studies would
benefit from incorporating mixed-method approaches, including interviews, institutional
assessments, or longitudinal tracking, to provide a more holistic understanding of
implementation challenges associated with the IPSASB SRS in the South African public
sector context.

Recommendations for future research

Future research could be performed during the year of implementation of the IPSASB SRS

to assess how the municipalities respond to the final guidance. Useful insights could also
be obtained through performing a case study on one of the municipalities from this study with
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no or very limited disclosure items to track how their disclosure practices change over time,
leading up to the date of implementation. This could help identify barriers to adoption and
opportunities to develop targeted interventions to support municipalities in meeting the
expected disclosure requirements.
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