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These talking points cover  the proposed rules from the Securities and Exchange Commission 
(SEC) on:

● The Enhancement and Standardisation of Climate-Related Disclosures for Investors

The proposal has been drafted with consideration to the primary role of the SEC, the protection of 
investors.

There are some similarities with other proposals, for example, the SEC proposal leverages and 
builds on the Task force on Climate-Related Financial Disclosures (‘TCFD’s) framework. It requires 
the consideration of the risks and opportunities that are reasonably likely to have a material impact 
on the entity’s business, results of operations or financial conditions.

A key difference to other proposals is how materiality has been defined when scoping in 
climate-related disclosures. There are additional disclosure requirements on an financial statement 
line item (‘FSLI’) basis, where climate risk has more than a 1% impact on that FSLI.

The SEC proposal is narrowly focussed on climate risk specifically and does not address other 
areas of sustainability related reporting. 

The proposal also includes disclosures of the entity’s greenhouse gas emissions, with scope 1 and 
2 emissions being subject to third party assurance. Scope 3 emissions, although not subject to 
audit, are required for certain entities. Furthermore, the boundary of reporting of these emission 
metrics are proposed to be the same as financial reporting. 

The proposal expects entities to include comparative information in the disclosures, along with 
disclosures on material changes in estimates since the prior period, similar to current financial 
reporting requirements under IFRS. There are, however, some provisions on how to address the 
comparatives in the initial stages of application of the proposal.

Suggested actions for those entities impacted by the proposal include:
● Reading the proposal and the fact sheet published by the SEC;
● Understanding how current reporting and processes can be leveraged to address the 

proposed requirements;
● Considering the new processes that may be required to report under the proposed 

requirements;
● Considering how to approach the new disclosure requirements and the processes that 

might be required for subsidiaries; and
● Considering to what extent the processes addressing the SEC proposal can be leveraged 

across different regulatory requirements where the entity or group is affected by other 
climate related disclosure requirements.

The proposal was published March 2022, and has a 60 day comment period. Comment letters, 
originally due by 20 May 2022 (with the deadline now extended by 30 days to 17 June 2022), can 
be submitted on the SEC website.
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