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SEC approves long-awaited
climate-related disclosure rule

Key takeaways from the US Securities and Exchange Commission’s
(SEC) final climate risk reporting ruling.

OVERVIEW

On March 6, 2024, the U.S. Securities and Exchange Commission
(SEC) voted 3-2 to mandate public companies to disclose climate-
related risks in their financial reporting, creating a federal baseline
for climate reporting.

The new ruling requires publicly traded companies to disclose
certain climate-related risks in their registration statements and
periodic reports, including strategy around climate-related risk,
impact from severe climate events, and Scope 1 and Scope 2
greenhouse gas (GHG) emissions (for larger filers only). Most
notably absent from this ruling was the original proposal’s
requirement for Scope 3 emissions reporting from companies of
any size, as well as the need for climate expertise on companies’
board of directors.

While some of the details may have changed in this final ruling,

the original spirit of the proposal remains: to inform investors of
the actual or potential material impact of climate-related risks to
a company’s business strategy, operations and financial outlook.

For more information on the ruling, check out the full details of
the SEC’s press release and fact sheet here: https;//www.sec.gov/
news/press-release/2024-31.




WHAT ARE THE SPECIFICS?

The new rule requires public companies (“registrants”) to disclose
select information in their financial reporting about how climate-

related risks have a material impact on their business strategy,
results of operations, and/or financial condition, including:

Large Accelerated and Accelerated Filers Only *

* SCOPE 1 EMISSIONS: Direct Greenhouse Gas (GHG) emissions.

* SCOPE 2 EMISSIONS: Indirect emissions from purchased
electricity or other forms of energy

¢ ASSURANCE: Limited assurance on Scope 1 and Scope 2

emissions within 3 years of initial GHG reporting and reasonable

assurance within 7 years of GHG reporting

All Filers (see registrant categories)

* GOVERNANCE: Board and management oversight of
climate-related risks and related risk management processes.

* MATERIAL CLIMATE IMPACTS: An assessment of how
climate-related risks, both actual and potential, affect a

I

company’s “strategy, business model, and outlook”; additionally,

if the registrant has taken steps to mitigate these risks as part
of its strategy, it should provide a clear description (both
qualitative and quantitative) of the costs incurred and the
financial impacts resulting from these actions.

e CLIMATE-RELATED EVENTS: Capitalized costs, expenditures

expenses and losses incurred from climate-related events, such

as hurricanes, tornadoes, flooding, drought, wildfires, extreme
temperatures, and sea level rise.

e RISK IDENTIFICATION & MANAGEMENT SYSTEMS:

The opportunity for climate-related risks to affect a company’s

“strategy, business model, and outlook” and its process for
“identifying, assessing, and managing climate-related risks” and
how any such process is being integrated into the registrant’s
overall risk management system. In addition, specified
disclosures are now required related to activities to mitigate
or adapt to a material climate-related risk, including transition
plans, scenario analysis, or internal carbon prices.

e TARGETS AND GOALS: Companies who have set public,

climate-related targets or goals will also be required to disclose

material expenditures and material impacts on financial
estimates and assumptions as a direct result of the target or
goal or actions taken to make progress toward meeting such

target or goal. If the company uses renewable energy credits or

certificates (RECs) or carbon offsets as a material component
to achieve its target, the company must also disclose the
capitalized costs, expenditures expensed, and losses related to
the RECs and offsets.

WHO WILL BE AFFECTED?

* Publicly-traded companies of all sizes — see compliance
timelines below.

» The SEC makes a distinction between “Large Accelerated” and
“Accelerated” Filers, in addition to “Non-Accelerated Filers”,
“Smaller Reporting Companies” (SRCs) and “Emerging Growth
Companies” (EGCs).

- Large accelerated filer issuers have a public float of
$700mm or more

- Accelerated filer issuers have a public float of between
$75mm and $700 mm

- Small reporting companies (SRCs) have a public float
of less than $250 million or less than $100 million in annual
revenues

- Non accelerated filer issuers are companies that qualify as
smaller reporting companies (SRCs) with annual revenues
of less than $100 million and public float of less than
$700 million

- Emerging growth companies (EGCs) have total annual
gross revenues of less than $1.235 billion and have not
sold common equity securities

WHEN WILL THIS GO INTO EFFECT?

The SEC has proposed a “phase-in” period for all companies,
depending upon the filer status. This includes general disclosure
dates, GHG emissions reporting and limited and reasonable and
limited assurance.

KEY COMPLIANCE DATES

Registrant Disclosure Compliance Date**
Type
All proposed Scope 1 &2 (GHG)
disclosures, emissions
excluding GHG metrics & Assurance
emissions metrics (when deemed material)t
Large Fiscal year 2025 Fiscal year 2026 (filed in
Accelerated (filed in 2026) 2027)
Filer * Limited Assurance: 2029
* Reasonable Assurance:
2033

Accelerated Fiscal year 2026 Fiscal year 2028 (filed in
Filer (filed in 2027) 2029)
* Limited Assurance: 2031

Non- Fiscal year 2027 Exempted
Accelerated (filed in 2028)

Filer, SRCs

and EGCs

** Disclosures will be presented in registration statements and Exchange Act annual reports
filed with the Commission.
1 Material is defined as impacting business strategy, operations or financial performance.



WE ARE HERE TO HELP

The partnership of Broadridge and Third Economy specializes

in assessing, building, and promoting corporate sustainability
capabilities. We advise companies across nearly every industry on
proactive shareholder engagement, offering practical strategies to
navigate trends in corporate governance.

Count on Broadridge.
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Broadridge Financial Solutions (NYSE: BR), a global Fintech leader with over $6 billion in revenues, provides
the critical infrastructure that powers investing, corporate governance, and communications to enable better
financial lives. We deliver technology-driven solutions that drive business transformation for banks, broker-
dealers, asset and wealth managers and public companies. Broadridge’s infrastructure serves as a global
communications hub enabling corporate governance by linking thousands of public companies and mutual
funds to tens of millions of individual and institutional investors around the world. Our technology and
operations platforms underpin the daily trading of more than $10 trillion of equities, fixed income and other
securities globally. A certified Great Place to Work®, Broadridge is part of the S&P 500 Index, employing

over 14,000 associates in 21 countries. For more information about us, please visit broadridge.com.
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