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The era of emitting carbon and forgetting about it has come to a close
Apparently oblivious to the turmoil in the energy markets, the Securities and Exchange Commission (SEC)
in late Mar proposed rule changes that would require listed companies in the US to include certain climaterelated disclosures in their registration statements and periodic reports, including information about climaterelated risks that are reasonably likely to have a material impact on their business, results of operations, or
financial condition, and certain climate-related financial statements to their audited annual reports. The
required information would include disclosure of a registrant’s greenhouse gas emissions, which have
become a commonly used metric to assess exposure to such risks. It is the strongest signal to date from the
US stock market regulator and a significant
Figure 1: Big US greenhouse gas emitters will have more to
milestone for those who have been advocating
worry about
for the new disclosure details for many years.
In a prepared statement SEC Chair Gary
Gensler said, "I am pleased to support today’s
proposal because, if adopted, it would provide
investors with consistent, comparable, and
decision-useful information for making their
investment decisions, and it would provide
consistent and clear reporting obligations for
issuers."

Company Name
Vistra Energy
Duke
Southern company
Berkeshire Hathaway
American Electric Power
U.S. Government
Xcel Energy
Energy Capital Partners
NextEra Energy
Exxon Mobil

% of US emissions (2019)
1.6%
1.3%
1.3%
1.1%
1.1%
0.7%
0.7%
0.6%
0.6%
0.6%

Gensler emphasized that, "Our core bargain
from the 1930s is that investors get to decide
Source: Political Economy Res. Institute (PERI) at
which risks to take, as long as public companies
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provide full and fair disclosure and are truthful in
those disclosures,” adding “Today, investors representing literally tens of trillions of dollars support climaterelated disclosures because they recognize that climate risks can pose significant financial risks to
companies, and investors need reliable information about climate risks to make informed investment
decisions.”
If adopted, “Companies and investors alike would benefit from the clear rules of the road proposed ... I believe
(that) the SEC has a role to play when there’s this level of demand for consistent and comparable information
that may affect financial performance.”
The proposed rule change would require to disclose information about:
•

How any climate-related risks identified have had or are likely to have a material impact on its business
and consolidated financial statements.

•

How any identified climate-related risks have affected or are likely to affect the company’s strategy,
business model, and outlook.

•

The impact of climate-related events (e.g., severe weather events and other natural conditions) and
transition activities on the consolidated financial statements and on the financial estimates and
assumptions used in the financial statements.

Specifically, SCE’s proposed rules would require the disclosure information on:
•

Scope 1 or direct greenhouse gas (GHG) emissions.

•

Scope 2 or indirect emissions from purchased electricity or other forms of energy.

•

Scope 3 or emissions from upstream and
downstream activities in the value chain.

Figure 2: Top 20 global emitters, listed or otherwise. Data
covering 1965-2017; may be out of date

The proposed rules – consistent with broadly
accepted disclosure frameworks, such as the
Task Force on Climate-Related Financial
Disclosures and the Greenhouse Gas
Protocol – would provide a safe harbor for
liability from Scope 3 emissions disclosure
and an exemption for smaller companies.
They are expected to be phased in over time.
No more emit and forget will be allowed.
The rule change was inevitable – Ukraine
crisis notwithstanding. The time for emitting
unlimited quantities of GHGs without
reporting it and/or ignoring the effects of
climate change on a listed company’s
operations, assets and investments had to
come to a close. It is amazing that it has
taken so long. Clearly, this is Biden’s SEC,
not Trump’s.
But will it make a difference, and how soon, is
another question.
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•

First, savvy investors and especially
insurance companies already consider climate related risks as part of their investment strategy. SEC’s
rules allow less-sophisticated investors to also consider the risks before making investments. Pension
funds and others will have no excuse to say they were not aware of the risks. They will be pre-warned.

•

Second, more than half of the top 20 global GHG polluters (visual) are non-listed, hence not subject to the
regulation. Saudi Aramco, the top polluter, is now listed and hence will be forced to release what would
be rather embarrassing statistics if it wishes to trade in New York, London or European exchanges. The
pressure is clearly on. Eventually, everyone will have to disclose and be transparent. Some investors will
probably not care, others do and will shun those at risk or emitting significant carbon.

Gazprom (visual) has more serious issues to deal with besides greenhouse gas emissions. It may not have
many buyers once European gas importers find alternatives.

