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The Securities and Exchange Commission is working to finalize rules this year that would force public companies to disclose 
climate-related information such as their greenhouse gas emissions, the agency’s chief said yesterday.

SEC Chair Gary Gensler said he’s asked the SEC staff to consider which metrics will be necessary to ensure investors 
sufficiently understand the threats climate change poses to the companies they invest in.

“Large and small investors alike — representing literally tens of trillions of dollars — are looking for this information to 
determine whether to invest, sell or make a voting decision one way or another,” said Gensler during a virtual event hosted 
by the Principles for Responsible Investment, a United Nations-backed investor group.

How exactly such a rule would work is yet to be determined. But the effort already is sparking opposition from critics who 
are wary of overly prescriptive climate disclosure rules. Gensler said he wants SEC staff to have something the five-member 
SEC commission could "consider by the end of this year."

Gensler made clear that he thinks the SEC has a responsibility to provide investors with the information they need to track 
and compare corporations’ climate preparedness over time. Also key in his eyes is ensuring that climate disclosures are 
“decision useful,” or that they contain granular, qualitative and quantitative information to inform investment decisions.

One question is whether the SEC would require companies to disclose climate information via the Form 10-K, an annual 
report that contains nitty-gritty details about companies’ financial performance. Investors often use these when deciding 
whether to sell or buy shares in a particular business.

Also at issue is whether companies should report the full breadth of their carbon footprints — including emissions associated 
with their supply chains — and if they should be required to assess and disclose the financial impact of global warming on 
their bottom lines.

Gensler signaled the agency is thinking deeply about each of those issues. He said he’s asked SEC staff to “consider whether 
these disclosures should be filed in the Form 10-K. That’s the place where other disclosures live, so these disclosures could 
live alongside other information investors use to make their investment decisions.”

On emissions disclosures, Gensler noted that some companies already voluntarily report their Scope 1 and 2 emissions, or the 
emissions associated with their operations and electricity consumption. But many investors, he added, are also clamoring to 
know companies’ Scope 3 emissions, which he defined as the climate impact of their supply chains.

For that reason, Gensler said he's asked SEC staff to recommend how and under what circumstances companies could report 
the different scopes, and if that would vary depending on the industry.

Another looming issue: Whether the SEC should hold companies accountable for their climate commitments, such as net-
zero pledges. Related to that question is if the SEC should play a role in deterring asset managers from deceiving investors 
by marketing funds as green that don’t merit the label.

Notably, Gensler hinted the SEC wouldn’t foray into disclosure rules that would affect private companies.

The discussion of increased climate transparency has sparked concern from critics who question its usefulness. They have 
warned the SEC against burdening companies by asking them for information they might not have the capacity to collect.

Republican SEC Commissioner Hester Peirce said last week during a speech at the Brookings Institution that environmental, 
social and governance, or ESG, issues lack a “clear tie to financial materiality and therefore do not warrant inclusion in SEC-
mandated disclosure.”

She went on to argue that such a rulemaking would be inherently political, could undermine financial stability and would be 
redundant, given that companies are already required to report the risks they face.



Reps. Andy Barr (R-Ky.), French Hill (R-Ark.) and Bill Huizenga (R-Mich.) echoed Peirce's arguments following Gensler's 
remarks.

“We have no problem if a company wants to disclose climate risk,” they said in a statement. “Our issue is that the 
government should not be mandating what companies should and should not disclose, because if climate poses a material risk 
to a company, it should already disclose those risks.”

Gensler, for his part, didn't appear deterred by the opposition.

“Of course, there was opposition to many disclosure requirements that have become so integral to our regime now. It's hard 
to imagine investors making decisions without these fundamental sets of disclosures that have come in over the decades,” he 
said. “So why am I talking about climate risk? It’s simple: Because investors are talking about it.”
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