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SEC Proposes Rules to Enhance and 
Standardize Climate-Related Disclosures 

On March 21, 2022, the U.S. Securities and Exchange Commission (SEC) proposed a comprehensive 

set of climate-related disclosure requirements that, if adopted as proposed, would require SEC 

registrants, including both U.S. domestic companies and foreign private issuers, to provide expansive 

qualitative and quantitative climate-related information in their registration statements and periodic reports 

filed with the SEC.  Taken together, the information called for in the proposed rule would represent a 

significant expansion of SEC registrant disclosure requirements. 

The full text of the proposed rule can be found here. 

A stated goal of the proposed rule is to elicit climate-related disclosures from registrants that are 

consistent, comparable, and reliable, while also attempting to limit the compliance burden associated with 

these disclosures.  In an effort to achieve this balance, the SEC modeled the proposed climate-related 

disclosure in part on recommendations of the Task Force on Climate-Related Financial Disclosures 

(TCFD).  While many companies are familiar with the TCFD recommendations and have already 

voluntarily started to report at least some of the information required under the proposed rule, and the 

SEC had issued guidance on climate change disclosures for registrants in 2010, this is the first time the 

SEC has proposed to mandate standardized climate-related disclosures. 

The disclosure requirements in the proposed rule are generally prescriptive in nature, representing a 

departure from the principles-based approach to disclosure taken by the SEC in other recent rule-making 

initiatives.  The proposed rule would require SEC registrants to provide detailed quantitative and 

qualitative disclosures in the narrative sections of their registration statements and periodic reports, as 

well as further disclosure in the notes to the financial statements included in those filings. 

The SEC Commissioners supported the proposed rule by a 3-to-1 vote.  SEC Chair Gary Gensler 

explained that the proposed rule responds to demand from companies and investors, and is necessary 

for the public to make fully informed decisions.  Anticipating potential pushback, Gensler tied the proposal 

to the SEC’s overall mission, noting that “the SEC has stepped in when there’s significant need for the 

disclosure of information relevant to investors’ decisions” and that “[the SEC’s] core bargain from the 

1930s is that investors get to decide which risks to take, as long as public companies provide full and fair 

disclosure.”  In her strongly-worded dissent, Commissioner Hester Peirce countered that the proposed 

rule is “laying the cornerstone of a new disclosure framework that will eventually rival [the SEC’s] existing 

securities disclosure framework in magnitude and cost and probably outpace it in complexity” and argued 

that the SEC lacks the authority to propose the rule.  As noted in Commissioner Peirce’s dissent, it is 

anticipated that the requirements provided for in the proposed rule may be the subject of litigation on a 

variety of grounds, including a lack of statutory authority and possibly for violating the First Amendment. 

https://www.sec.gov/news/press-release/2022-46
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The SEC has included over 200 specific requests for comments in the proposed rule, and has given the 

public until at least May 20, 2022 to submit comments.  Reflecting the breadth and nature of the proposed 

rule and the significance of the underlying climate-related debate, we expect the SEC will receive a 

significant number of comments, including both from those who consider the proposal rule to represent 

regulatory overreach and to be an undue burden, and those generally in support of its proposals or who 

may argue that they do not go far enough. 

Overview of Proposed Rule 

The SEC’s proposal would require quantitative and qualitative disclosures regarding climate to be 

included in periodic reports (e.g., Forms 10-K, 10-Q, and 20-F) and registration statements (e.g., Forms 

S-1, S-3, S-4, F-1, F-3 and F-4). 

The proposed rule would require: 

 Extensive qualitative and quantitative climate-related disclosure, through proposed amendments 

to Regulation S-K, to be presented in a separate section of the periodic report or registration 

statement (although incorporation by reference would be permitted from disclosure elsewhere in 

the document (e.g., risk factors or MD&A)); 

 Financial statement metrics and related disclosure in notes to the financial statements, through 

proposed amendments to Regulation S-X; 

 Third-party attestation reports regarding emissions disclosure for large accelerated and 

accelerated filers; and 

 Electronic tagging of both narrative and quantitative disclosures in XBRL format. 

The proposed rule provides for a phase-in period for SEC registrants, with the compliance date 

dependent on the registrant’s filer status.  See “Compliance Phase-in” below. 

Amendments to Regulation S-K (Disclosure Outside Financial Statements) 

Climate-Related Qualitative Disclosures 

The proposed rule provides for new qualitative disclosure of climate-related information in public filings, 

including: 

Climate-Related Risks and Risk Management.  Registrants would be required to provide a 

description of climate-related risks that have had, or that are reasonably likely to have, a material 

impact on the registrant’s business or consolidated financial statements including the actual or 

potential negative impacts of climate-related conditions and events on the registrant, whether physical 

(including short-term weather events or longer term weather patterns and related effects) or related to 

a potential transition to a lower carbon economy, and the regulatory, technological, and market 

changes with respect thereto (such as the costs attributable to climate-related changes in law or 

policy or reduced market demand for certain products), and the nature of particular risks.  Registrants 

would be required to indicate whether relevant climate-related risks may manifest over the short-, 

medium- or long-term. 

Registrants would also be required to specify the impact of the climate risks on theirstrategy, 

business model, and outlook.  A registrant must also disclose the process through which it identifies, 
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assesses, and manages climate-related risks, including how the registrant determines the 

significance of climate-related risks compared with other risks, and the degree to which it considers 

regulatory policy (such as greenhouse gas (GHG) emissions limits) and shifts in customer 

preferences in risk assessment. 

Governance.  Registrants would be required to provide a description of their board’s oversight of 

climate-related risks, and management’s role in assessing and managing those risks. This would 

include how the registrant’s board considers climate-related risks, as part of its business strategy, and 

the process by which the registrant’s management sets climate-related targets and oversees 

progress in meeting them. 

In addition, registrants would be required to disclose: 

 the board members or committees responsible for the oversight of climate-related risks; 

 whether any member of the board has expertise in climate-related risks; 

 the risk expertise of management responsible for assessing and managing climate-related risks; 

 the process by which such management is informed of, and monitors, climate-related risks and 

climate-related opportunities, as applicable; and  

 how frequently management reports to the board on climate-related risks. 

Targets and Goals.  For registrants that set any climate-related targets or goals (e.g., reduction of 

GHG emissions, energy usage, water usage, conservation, or ecosystem restoration), disclosure of 

the scope of activities and emissions included in any such target, the relevant unit of measurement, 

the time horizon by which the target or goal is intended to be achieved, and how the registrant intends 

to meet the stated targets or goals would be required. 

Registrants would be required to disclose relevant data to indicate whether they are making progress 

toward achieving the target or goal, and update such disclosure each fiscal year by describing the 

actions taken during the year to achieve the targets or goals. 

Greenhouse Gas (GHG) Emissions Data and Attestation 

The proposed rule would also require quantitative disclosure of greenhouse gas (GHG) emissions and 

independent third-party attestations related to such emissions for certain registrants. 

GHG Emissions Disclosures.  GHG emissions data would be required for the registrant’s most 

recently completed fiscal year, as well as for the historical fiscal years included in the consolidated 

financial statements in the applicable filing, statement, or report (generally three years, or two years in 

the case of an emerging growth company or smaller reporting company), at established scope-

specific levels. 

 Scope 1 and Scope 2 Emissions:  All registrants would be required to disclose Scope 1 emissions 

(direct GHG emissions from operations that are owned or controlled by the registrant) and Scope 

2 emissions (indirect GHG emissions from purchased electricity, steam, heat, or cooling), without 

regard to materiality, both disaggregated by each constituent GHG and in the aggregate, and in 

absolute terms (i.e., excluding carbon offsets) and intensity terms (i.e., per unit of economic value 

or production).  Scope 1 and Scope 2 disclosures would be required from all registrants, and 
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would be presented exclusive of the impact of offsets or renewable energy credits, which would 

be separately disclosed. 

 Scope 3 Emissions:  Scope 3 emissions are indirect GHG emissions that occur in the upstream 

and downstream activities of a registrant’s value chain—e.g., upstream GHG emissions 

attributable to the production and transportation of goods and services that the registrant acquires 

and employee business travel and commuting, and downstream GHG emissions attributable to 

the use of the registrant’s products, the transportation of its products, or investments made by the 

registrant.   

 Registrants would be required to disclose Scope 3 emissions only if the emissions are 

material or if the registrant has set a GHG emission reduction target that includes Scope 3 

emissions, regardless of materiality.  Smaller reporting companies would be exempt from 

Scope 3 disclosure requirements. 

 Scope 3 disclosure must be described in absolute and intensity terms and may be presented 

using a range, so long as the registrant discloses the reasons for using the range and the 

underlying assumptions. 

 The SEC has proposed a safe harbor from federal securities law antifraud liability for 

disclosure of Scope 3 emissions so long as such disclosures are made with a reasonable 

basis and in good faith. 

Attestations.  A third-party attestation report relating to Scope 1 and Scope 2 emissions disclosures 

for accelerated and large accelerated filers (including foreign private issuers) would be required under 

the proposed rule.  The attestation report would need to be provided by an independent third party 

with significant experience in GHG emissions reporting. 

Starting with the second fiscal year of reporting, attestations would initially be required at a “limited” 

assurance level, which the proposed rule indicates is equivalent to the level of assurance provided 

over a registrant’s interim financial statements included in a Form 10-Q (commonly referred to as a 

“review”).  Thereafter, attestations would be required to rise to “reasonable assurance,” which is 

equivalent to the level of assurance provided in an audit of a registrant’s consolidated financial 

statements included in a Form 10-K or Form 20-F. 

Amendments to Regulation S-X (Financial Statement Disclosures) 

Financial Statement Disclosures 

The SEC has also proposed amendments to Regulation S-X to require climate-related financial statement 

metrics and related disclosures in the notes to financial statements (including annual audited financial 

statements). 

Registrants would be required to disclose the impacts on financial statement line items of severe weather 

events (such as flooding, drought, wildfires, extreme temperatures, and sea level rise) and other natural 

conditions and transition activities (such as commitments to transition to activities with less carbon 

emissions or to respond to climate-related regulatory, technological, or market-driven requirements), if 

such impact exceeds 1% of the related line item. 
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Compliance Phase-In 

The requirements under the proposed rule would be phased in for all SEC registrants, with the 

compliance date dependent upon the registrant’s filer status.  The following tables assume, for illustrative 

purposes, that the effective date of the proposed rule is in December 2022, and that the registrant has a 

December 31 fiscal year end. 

Registrant type 

All proposed disclosures 

including GHG Scope 1 and 2, 

excluding Scope 3 GHG Scope 3  

Large accelerated filers Fiscal year 2023 (filed in 2024) Fiscal year 2024 (filed in 2025) 

Accelerated and non-

accelerated filers 
Fiscal year 2024 (filed in 2025) Fiscal year 2025 (filed in 2026) 

Smaller reporting companies Fiscal year 2025 (filed in 2026) Exempted 

 

Registrant type 

Limited assurance  

attestation 

Reasonable assurance 

attestation 

Large accelerated filers Fiscal year 2024 (filed in 2025) Fiscal year 2026 (filed in 2027) 

Accelerated filers Fiscal year 2025 (filed in 2026) Fiscal year 2027 (filed in 2028) 

Our View 

In light of the expansive requirements of the proposed rule and the political battle lines drawn around 

climate policy, it is uncertain the extent to which the SEC’s proposed rule may be adopted as proposed or 

otherwise become effective.  Given the time, cost, and attention that the new disclosures would require 

from SEC registrants, however, registrants would be well-served to begin the process of familiarizing 

themselves with the potential requirements, in preparation of their potential implementation. 

The burden of the additional requirements provided for in the proposed rule would not be felt equally 

across registrants and industries.  Some types of registrants, such as energy or energy-intensive 

technology companies would be considerably affected, and the resulting disclosures could invite 

heightened scrutiny by investors and others of the fundamental aspects of these  businesses, the 

products they bring to market, and the related environmental impact.  Some registrants may be 

incentivized to become private in light of this. 

The requirements, if adopted, would likely result in significant increased internal costs to ensure 

compliance, including in the creation or further development of related governance and risk management 

processes.  For many registrants, the GHG emissions data disclosures would be time-consuming and 

costly to track and audit and there may be significant costs associated with the attestation reports that are 

to be required for Scope 1 and 2 emissions.  While smaller reporting companies are exempted from the 

requirement to provide Scope 3 disclosure, such companies may find the remaining compliance costs 

otherwise to be prohibitive. 
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In addition, some of the requirements may have a chilling effect on what registrants may otherwise seek 

to disclose publicly.  For example, the proposed increased specificity as to announced targets or goals, 

and the requirement to provide disclosure as to the progress in meeting the targets or goals, may mean 

that fewer registrants announce such targets and goals in the future. Scope 3 disclosures, the reporting of 

which is likely to be costly and complex, would be required for registrants regardless of materiality where 

registrants have established a GHG emission reduction target that includes Scope 3 emissions, which 

may result in registrants reducing the scope of their announced ambitions or otherwise seeking to 

disavow what has been previously announced. 

Beyond the phase-in tied to the effective date of the proposed rule as noted above, there is no grace 

period proposed for new SEC registrants.  The additional requirements of the proposed rule would mean 

further work to be done by still private companies to get them public ready and may spur private 

companies to increase their climate-related disclosures including in anticipation of becoming registrants in 

the future.  Certain companies may choose to delay further their transition to going public, or, particularly 

for foreign private issuers, may seek alternative listing venues, to the extent that the SEC’s requirements 

are viewed as more burdensome than the climate-related requirements being developed in other 

jurisdictions. 

As noted above, the proposed rule represents a significant shift in disclosure content, and has already 

been and will continue to be the source of debate.  Given the anticipated volume of comments and the 

threat of litigation, the final form of the proposed rule, if any, remains uncertain. 

* * * 
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This memorandum is not intended to provide legal advice, and no legal or business decision should be 

based on its contents. If you have any questions about the contents of this memorandum, please call your 

regular Fried Frank contact or an attorney listed below: 

Contacts: 

London 

Ashar Qureshi +44.20.7972.9173 ashar.qureshi@friedfrank.com 

John Satory +44.20.7972.9210 john.satory@friedfrank.com 

New York 

Andrew B. Barkan +1.212.859.8468 andrew.barkan@friedfrank.com  

Lee T. Barnum +1.212.859.8883 lee.barnum@friedfrank.com  

Daniel J. Bursky +1.212.859.8428 daniel.bursky@friedfrank.com  

Joshua T. Coleman +1.212.859.8633 joshua.coleman@friedfrank.com  

Mark S. Hayek +1.212.859.8890 mark.hayek@friedfrank.com  

Brian Hecht +1.212.859.8926 brian.hecht@friedfrank.com  

John Lawrence +1.212.859.8215 john.lawrence@friedfrank.com  

Meredith L. Mackey +1.212.859.8974 meredith.mackey@friedfrank.com  

Ezra Schneck +1.212.859.8764 ezra.schneck@friedfrank.com  

Joshua Wechsler +1.212.859.8689 joshua.wechsler@friedfrank.com 

Washington, DC 

Stuart A. Barr +1.202.639.7486 stuart.barr@friedfrank.com 
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