
The U.S. Securities and Exchange Commission (SEC) on 21 March 2022 proposed rules on climate disclosure requirements. The proposals would require a 
domestic or a foreign registrant to include certain climate related information in its registration statements and periodic report such as Form 10-K.

These proposed disclosures are similar to those that many companies already provide based on broadly accepted disclosure frameworks, such as the Task 
Force on Climate-Related Financial Disclosures and the Greenhouse Gas Protocol (GHG Protocol).

Comments are due within 30 days of publication of this proposed rule in the Federal Register, or 20 May 2022 (60 days after publication on the SEC’s website), 
whichever is later.

Key elements of the proposed rules

The proposed rules would require a registrant to disclose following types of information:

• Financial statement disclosures: A registrant would need to disclose in a note to its financial statements certain disaggregated climate-related financial 
statement metrics that are mainly derived from existing financial statement line items. In particular, the proposed rules would require disclosure falling under 
the following three categories of information:

Source: SEC on ESG - Proposed climate reporting rules, issued on 22 March 2022 by KPMG in the US
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Summarise key proposals relating to 
climate disclosure requirements  issued 
by the SEC.
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Financial impact 
metrics

• For each financial statement caption, disaggregated information about the impact of climate-related events and 
conditions, and transition activities, on the consolidated financial statements

• Disclosure would be required if the aggregate impact of the events and transition activities is one per cent of the total 
line items to which it relates.

Expenditure  
metrics

• Separately aggregated amounts of expenditures expensed and capitalised costs incurred related to positive and 
negative impacts of the climate-related items disclosed under financial impact metrics

• Disclosure would be required if the aggregated impact of the events and transition activities is one per cent or more of 
the total expenditure expensed or total capitalised costs incurred.

Financial estimates  
and assumption

Qualitative description of how climate-related events impact estimates and assumptions that are used to  produce the 
consolidated financial statements.
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The proposed financial statement metrics 
disclosures would involve estimation uncertainties 
that are driven by the application of judgements 
and assumptions, similar to other financial 
statement disclosures (e.g., estimated loss 
contingencies, fair value measurement of certain 
assets, etc.). Accordingly, for each type of financial 
statement metric, the proposed rules would 
require the registrant to disclose contextual 
information to enable a reader to understand how 
it derived the metric, including a description of 
significant inputs and assumptions used, and if 
applicable, policy decisions made by the registrant 
to calculate the specified metrics.

The proposed financial statement metrics would be 
required in the financial statements, and therefore, 
would be subject to audit as part of the audit of 
the financial statements and in the scope of the 
registrant’s internal control over financial reporting.

• Greenhouse Gas (GHG) emissions and GHG 
intensity: A registrant would need to disclose 
its Scopes 11 and 22 emissions. These types of 
emissions result directly or indirectly from facilities 
owned or activities controlled by a registrant. The 
disclosure would include GHG emissions both in 
the aggregate, per scope, and on a disaggregated 
basis for each type of greenhouse gas that is 
included in the SEC’s proposed definition of 
‘greenhouse gases’. These disclosures will be in 
absolute terms, not including offsets.

The disclosure of GHG emissions would be 
required for the registrant’s most recent fiscal year 
and the prior fiscal year(s) included in the filing, if 
reasonable available. 

However, Scope 33 GHG emissions would be 
required only if material, or if the registrant has 
included Scope 3 in a GHG reduction target or 
goal. This disclosure will be in absolute terms, not 
including offsets.

In addition to requiring the disclosure of its GHG 
emissions in gross terms, the proposed rules 
would also require a registrant to disclose the sum 
of its Scope 1 and 2 emissions in terms of GHG 
intensity. If required to disclose Scope 3 emissions, 
a registrant would also separately disclose its 
Scope 3 emissions in terms of GHG intensity. 

GHG intensity disclosure should provide context to 
a registrant’s emissions in relation to its business 
scale (e.g. emissions per economic output). The 
proposed rules define ‘GHG intensity’ (or ‘carbon 
intensity’) to mean a ratio that expresses the 
impact of GHG emissions per unit of economic 
value (e.g. metric tons of CO2e per unit of total 
revenues, using the registrant’s reporting currency) 
or per unit of production (e.g. metric tons of CO2e 
per unit of product produced).

Scope 1 and Scope 2 GHG emissions disclosures 
by accelerated filers and large accelerated filers 
would be subject to assurance, starting with 
limited assurance.

• Governance: The proposed rules require a 
registrant to disclose information concerning the 
board’s oversight of climate-related risks as well 
as management’s role in assessing and managing 
those risks. The proposed rules would require a 
registrant to disclose whether any member of its 
board of directors has expertise in climate-related 
matters and the processes and frequency by which 
the board discusses climate-related factors. 

• Risk management processes: The proposed rules 
require registrants to describe their processes 
for identifying, assessing, and managing climate-
related risks. This includes disclosure on how 
registrants assess materiality, whether they 
consider likely future regulatory actions, how they 
prioritise, mitigate, or adapt to climate-related 
risks, and overall how climate-related factors are 
integrated into the registrants’ risk management 
systems or processes. Registrants would also be 
required to provide detailed descriptions on any 
transition plans, as applicable, including relevant 
targets and metrics, how physical and transition 
risks are managed, and actions taken and progress 
made towards targets or goals.

• Disclosure regarding climate-related risks and 
their impact on strategy, business model and 
outlook: The proposed rules require registrants 
to identify their climate-related risks that are 
reasonably likely to have a material impact on the 
registrant’s business or consolidated financial 

statements over the short, medium, and long-term 
and describe the actual and potential impacts of 
those risks on its strategy, business model, and 
outlook. Registrants would specifically be required 
to disclose impacts on, or any resulting significant 
changes made to, their: (i) business operations, 
including the types and locations of its operations; 
(ii) products or services; (iii) supply chain or value 
chain; (iv) activities to mitigate or adapt to climate-
related risks; and (v) expenditures for research and 
development.

1. Under the GHG Protocol, Scope 1 emissions are direct GHG emissions that occur from sources owned or controlled by the company. These might include emissions from company-owned or controlled machinery or vehicles, or methane emissions from petroleum operations. 

2. Under the GHG Protocol, Scope 2 emissions are those emissions primarily resulting from the generation of electricity purchased and consumed by the company. Because these emissions derive from the activities of another party (the power provider), they are considered indirect emissions.

3. Under the GHG Protocol, Scope 3 emissions are all other indirect emissions not accounted for in Scope 2 emissions. These emissions are a consequence of the company’s activities but are generated from sources that are neither owned nor controlled by the company.
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Source: SEC on ESG - Proposed climate reporting rules, issued on 22 March 2022 by KPMG in the US

Similarly, the proposal illustrates the phasing in of assurance requirements assuming an effective date of 
December 2022 for the final rule and a registrant with a December 31 year-end.

Source: SEC on ESG - Proposed climate reporting rules, issued on 22 March 2022 by KPMG in the US
Source: Fact Sheet - Enhancement and Standarization of Climate-Related Disclosures issued by the U.S. SEC 
and SEC Release Nos. 33-11042
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Physical and transition risks

The impact of climate-related events (severe weather events and other natural 
conditions as well as physical risks identified by the registrant) and transition activities 
(including transition risks identified by the registrant) on the line items of a registrant’s 
consolidated financial statements and related expenditures, and disclosure of financial 
estimates and assumptions impacted by such climate-related events and transition 
activities.

Targets or goals 

If the registrant has publicly set climate-related targets or goals, information about: 
• The scope of activities and emissions included in the target, the defined 

time horizon by which the target is intended to be achieved, and any interim 
targets; 

• How the registrant intends to meet its climate-related targets or goals; 

• Relevant data to indicate whether the registrant is making progress towards 
meeting the target or goal and how such progress has been achieved, with 
updates each fiscal year; and 

• If carbon offsets or Renewable Energy Certificates (RECs) have been used 
as part of the registrant’s plan to achieve climate-related targets or goals, 
certain information about the carbon offsets or RECs, including the amount 
of carbon reduction represented by the offsets or the amount of generated 
renewable energy represented by the RECs.

Scenario analysis 
If the registrant uses scenario analysis to assess the resilience of its business strategy 
to climate-related risks, a description of the scenarios used, as well as the parameters, 
assumptions, analytical choices, and projected principal financial impacts.

Transition plan
If the registrant has adopted a transition plan as part of its climate-related risk 
management strategy, a description of the plan, including the relevant metrics and 
targets used to identify and manage any physical and transition risks.

Internal carbon pricing If a registrant uses an internal carbon price, information about the price and how it is 
set.

Disclosures excluding Scope 3 
emissions

Scope 3 emissions 

Large accelerated 
filer Fiscal 2023 (filed in 2024) Fiscal 2024 (filed in 2025)

Accelerated filer and 
non-accelerated filer Fiscal 2024 (filed in 2025) Fiscal 2025 (filed in 2026)

Transition plan 
reporting company Fiscal 2025 (filed in 2026) Exempt

Scope 1 and 2 disclosures Limited assurance Reasonable assurance

Large accelerated 
filer Fiscal 2023 (filed in 2024) Fiscal 2024 (filed in 2025) Fiscal 2026 (filed in 2027)

Accelerated filer Fiscal 2024 (filed in 2025) Fiscal 2025 (filed in 2026) Fiscal 2027 (filed in 2028)

Phased transition

An effective date will remain open until the SEC adopts the final rules. The proposal illustrates the effect of the 
proposed phased transition and relief on the first compliance date – assuming an effective date of December 
2022 for the final rule and a registrant with a December 31 year-end.

• Other proposed disclosures: The table below describes other key proposals for each of the following 
categories:
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International efforts in this area and next 
steps

Many investors are concerned about the potential 
impacts of climate-related risks to individual 
businesses. As a result, investors are seeking more 
information about the effects of climate-related 
risks on a company’s business for their investment 
decision-making.

In this light, the regulatory community has 
stepped up their efforts and this has led to the 
IFRS Foundation announcing creation of the IFRS 
International Sustainability Standards Board (ISSB)
on 3 November 2021. This body seeks to develop 
‘a comprehensive global baseline of high quality 
sustainability disclosure standards to meet investors’ 
information needs. The ISSB is expected to shortly 
publish exposure drafts of proposed climate and 
general sustainability disclosure requirements. 

The ISSB has adopted a building block approach and 
would be working with standard-setters from key 
jurisdictions. The standards that would be issued 
by the ISSB would provide a globally consistent and 
comparable sustainability reporting baseline, while 
also providing flexibility to various jurisdictions for 
coordination on reporting requirements that capture 
wider sustainability impacts. 

The Technical Readiness Working Group (TRWG) 
has issued prototype standards that give preparers 
a glimpse into what the future of sustainability 
disclosures might hold. 

Recently on 14 March 2022, International 
Organization of Securities Commissions (IOSCO) has 
issued its Sustainable Finance work plan 2022. In this 
plan, it has highlighted the areas to be covered are as 
follows:

• Plan a timely and thorough review of the soon-to-
be-published ISSB Exposure Drafts of proposed 
climate and general sustainability disclosure 
requirements, as well as the final standards when 
they are produced. If IOSCO determines that the 
IFRS Sustainability Standards are fit for purpose, 
its decision would provide all 140 IOSCO member 
jurisdictions with the basis to decide how they 
might adopt, apply or be informed by the ISSB 
standards.

• Push forward work to develop assurance 
standards. IOSCO has identified independent 
assurance of the quality of corporate reporting 
of sustainability information as a key element of 
building trust in sustainability reporting.

• An in-depth review of carbon markets to identify 
the vulnerabilities in nascent voluntary carbon 
markets, as well as the transparency and integrity 
in the functioning of carbon markets from the 
perspective of financial regulation.

• Step up its engagement with both national 
regulators and market participants to push for the 
implementation of its recommendations addressed 
to asset management and ESG ratings and data 
providers.

Sources:  SEC on ESG - Proposed climate reporting 
rules, issued on 22 March 2022 by KPMG in the 
US, Fact Sheet - Enhancement and Standarization 
of Climate-Related Disclosures issued by the U.S. 
SEC and SEC Release Nos. 33-11042; 34-94478, The 
Enhancement of Standardaization of Climate-Related 
Disclosures for Investors
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Companies should watch out this space 
for further developments as standards 
are expected to be released at a fast 
pace. Using the climate-related disclosure 
prototype and SEC’s proposed rules, 
companies should start planning ahead and 
revamp processes and IT controls within 
their organisation in order to report on the 
metrics and targets that would be set out in 
the climate standard and wider set of areas 
as they are released by ISSB and SEC.
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