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Appendix A

Proposed Amendments

The proposed amendments would add a new Subpart 1500 in Regulation S-K
“Climate-Related Disclosure,” which would include new Items 1500 (Definitions); 1501
(Governance); 1502 (Strategy, Business Model and Outlook); 1503 (Risk
Management); 1504 (GHG Emissions Metrics); 1505 (Attestation of Scope 1 and
Scope 2 Emissions Disclosure); 1506 (Targets and Goals); and 1507 (Interactive Data
requirement) and a new Article 14 in Regulation S-X “Climate-related disclosure,”
which would include new Rules 14-01 (Climate-related disclosure instructions) and 14-
02 (Climate-related metrics). The following is a summary of selected proposed
amendments.

Regulation S-K Subpart 1500 (Climate-Related Disclosure)
Governance (S-K Item 1501)

In describing the board of director’s oversight of climate-related risks, include, as
applicable:

* The identity of any board members or board committee responsible for the
oversight of climate-related risks.

* Whether any member of the board of directors has experience in climate-related
risks, with disclosure in such detail as necessary to fully describe the nature of the
experience.

* The processes by which the board of directors or board committee discusses
climate-related risks, including how the board is informed about climate-related
risks, and the frequency of such discussion.

*  Whether and how the board of directors or board committee considers climate-
related risks as part of its business strategy, risk management and financial
oversight.

* Whether and how the board of directors sets climate-related targets or goals, and
how it oversees progress against those targets or goals, including the establishment
of any interim targets or goals.

In describing management’s role in assessing and managing climate-related risks,
include, as applicable:

*  Whether certain management positions or committees are responsible for
assessing and managing climate-related risks and, if so, the identity of such



positions or committees and the relevant experience of the position holders or
members in such detail as necessary to fully describe the nature of the experience.

* The processes by which such positions or committees are informed about and
monitor climate-related risks.

*  Whether and how frequently such positions or committees report to the board or a
committee of the board on climate-related risks.

If applicable, also describe the board of director’'s oversight of, or management’s role
in assessing and managing, climate-related opportunities.

Strategy, Business Model and Outlook (S-K Item 1502)

Describe any climate-related risks reasonably likely to have a material impact on the
business or consolidated financial statements. If applicable, also disclose the actual
and potential impacts of any climate-related opportunities.

Disclosure of climate-related risks should define the time horizon and specify the
nature of the risks presented. For physical risks, the description should note if it may
be categorized as an acute or chronic risk, and the location and nature of the
properties, processes or operations subject to the physical risk. For transition risks,
the description should note whether it relates to regulatory, technological, market,
liability, reputational or other transition-related factors, and how those factors impact
the company.

The description should include the actual and potential impacts of any climate-related
risks, as well as any impacts on the company’s:

» Business operations, including the types and locations of its operations
* Products or services
« Suppliers and other parties in its value chain

« Activities to mitigate or adapt to climate-related risks, including adoption of new
technologies or processes

* Expenditure for research and development

» Any other significant changes or impacts.

Further, the disclosure should indicate whether and how any of the described impacts
are considered as part of the company’s business strategy, financial planning and
capital allocation, and whether they have been integrated into the company’s business
model or strategy.

If a company maintains an internal carbon price, it should disclose:

e The price in units of the company’s reporting currency per metric ton of carbon
dioxide equivalent (CO2e).

* The total price, including how the total price is estimated to change over time, if
applicable.

* The boundaries for measurement of overall CO2e on which the total price is based,
if different from the GHG emission organizational boundary required pursuant to
proposed S-K 1504.
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* The rationale for selecting the internal carbon price applied.

Such disclosure should indicate how any internal carbon price is used to evaluate and
manage climate-related risks and, if more than one internal carbon price is used, the
reasons for using different prices.

A company should disclose the resilience of its business strategy in light of potential
future changes in climate-related risks and describe any analytical tools (e.g., scenario
analysis) used to assess the impact of climate-related risks and to support the
resilience of its strategy and business model. For scenario analyses used in assessing
its resilience, qualitative and quantitative information about the scenarios considered
(e.g., an increase of no greater than 3°C, 2°C or 1.5°C above pre-industrial levels),
including parameters, assumptions and analytical choices, and the projected principal
financial impacts on the company’s business strategy under each scenario should be
provided.

Risk Management (S-K Item 1503)

Describe any processes for identifying, assessing and managing climate-related risks,
including, as applicable, how:

* The relative significance of climate-related risks compared to other risks is
determined.

» Existing or likely regulatory requirements or policies, such as GHG emissions limits,
are considered when identifying climate-related risks.

< Shifts in customer or counterparty preferences, technological changes or changes
in market prices in assessing potential transition risks are considered.

* The materiality of climate-related risks is determined, including how the potential
scope and impact of an identified climate-related risk is assessed.

When describing any processes for managing climate-related risks, disclose, as
applicable, how the company:

- Decides whether to mitigate, accept or adapt to a particular risk.
» Prioritizes whether to address climate-related risks.

» Determines how to mitigate any high priority risks.

With respect to such processes, disclose whether and how they are integrated into the
overall risk management system or processes.

If a transition plan has been adopted as part of a climate-related risk management
strategy, describe the plan, including the relevant metrics and targets used to identify
and manage any physical and transition risks. Further, discuss, as applicable, plans to
mitigate or adapt to any identified:

« Physical risks, including but not limited to those concerning energy, land or water
use and management.

* Transition risks, including:

— Laws, regulations or policies that restrict GHG emissions or products with high
GHG footprints, including emissions caps or require the protection of high
conservation value land or natural assets.
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— The imposition of a carbon price.

— Changing demands or preferences of consumers, investors, employees and
business counterparties.

Disclosure about the transition plan must be updated each fiscal year by describing
the actions taken during the year to achieve the plan’s targets or goals. If applicable, a
company that has adopted a transition plan as part of its climate-related risk
management strategy may also describe how it plans to achieve any identified climate-
related opportunities, such as:

* The production of products that may facilitate the transition to a lower carbon
economy, such as low emission modes of transportation and supporting
infrastructure.

» The generation or use of renewable power.

» The production or use of low waste, recycled or other consumer products that
require less carbon intensive production methods.

* The setting of conservation goals and targets that would help reduce GHG
emissions.

» The provision of services related to any transition to a lower carbon economy.
GHG Emissions Metrics (S-K Item 1504)

Disclose GHG emissions (direct and indirect emissions of GHG expressed in metric
tons of COze) for the most recently completed fiscal year, and for the historical fiscal
years included in the consolidated financial statements in the filing (to the extent such
data is reasonably available). For each required disclosure of a company’s Scope 1, 2
and 3 emissions, disclose the emissions both disaggregated by each constituent
greenhouse gas, and in the aggregate, expressed in terms of COze. When disclosing
Scope 1, 2 and 3 emissions, exclude the impact of any purchased or generated
offsets.

Scope 1 and 2 Emissions

Disclose total Scope 1 and total Scope 2 emissions separately after calculating them
from all sources that are included in the company’s organizational and operational
boundaries.

Scope 3 Emissions

Disclose total Scope 3 emissions if material. A company must also disclose its Scope
3 emissions if it has set a GHG emissions reduction target or goal that includes its
Scope 3 emissions. Disclosure of a company’s Scope 3 emissions must be separate
from disclosure of Scope 1 and 2 emissions. If required, Scope 3 emissions disclosure
must:

 ldentify the categories of upstream or downstream activities that have been
included in the calculation of the Scope 3 emissions.

» Describe the data sources used to calculate the company’s Scope 3 emissions,
including the use of any of the following:

— Emissions reported by parties in the company’s value chain, and whether such
reports were verified by the company or a third party, or unverified.
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— Data concerning specific activities, as reported by parties in the company’s value
chain.

— Data derived from economic studies, published databases, government statistics,
industry associations or other third-party sources outside of a company’s value
chain, including industry averages of emissions, activities or economic data.

If any category of Scope 3 emissions is significant, identify all such categories and
provide Scope 3 emissions data separately for each category, in addition to the total
Scope 3 emissions.

A smaller reporting company is exempt from, and need not comply with, the Scope 3
disclosure requirements.

GHG Intensity

Using the sum of Scope 1 and 2 emissions, disclose: (1) GHG intensity in terms of
metric tons of CO2e per unit of total revenue and per unit of production relevant to the
company'’s industry for each fiscal year included in the consolidated financial
statements and (2) the basis for the unit of production used.

If Scope 3 emissions are otherwise disclosed, separately disclose GHG intensity using
Scope 3 emissions only.

A company may also disclose other measures of GHG intensity, in addition to metric
tons of CO2e per unit of total revenue and per unit of production, if it includes an
explanation of why a particular measure was used and why the company believes
such measure provides useful information to investors.

Methodology and Related Instructions

A company must describe the methodology, significant inputs and significant
assumptions used to calculate its GHG emissions. The description of the company’s
methodology must include the company’s organizational boundaries, operational
boundaries (including any approach to categorization of emissions and emissions
sources), calculation approach (including any emission factors used and the source of
the emission factors) and any calculation tools used to calculate the GHG emissions.
A company:

* May use reasonable estimates when disclosing its GHG emissions as long as it
also describes the assumptions underlying, and its reasons for using, the estimates.

» Must disclose, to the extent material and as applicable, any use of third-party data
when calculating its GHG emissions, regardless of the particular scope of
emissions.

» Must disclose any material change to the methodology or assumptions underlying
its GHG emissions disclosure from the previous fiscal year.

» Must disclose, to the extent material and as applicable, any gaps in the data
required to calculate its GHG emissions.

Liability for Scope 3 Emissions Disclosures

For any statement regarding Scope 3 emissions that is disclosed pursuant to Subpart
1500 and made in a document filed with the SEC, a statement that is made by or on
behalf of a company is deemed not to be a fraudulent statement, unless it is shown
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that such statement was made or reaffirmed without a reasonable basis or was
disclosed other than in good faith.

Attestation of Scope 1 and Scope 2 Emissions (S-K Item 1505)
Attestation

A company that is required to provide Scope 1 and Scope 2 emissions disclosure and
that is an accelerated filer or a large accelerated filer must include an attestation report
covering such disclosure in the relevant filing. For filings made by an accelerated filer
or a large accelerated filer:

« Second and third fiscal years after the compliance date—the attestation must, at a
minimum, be at a limited assurance level and cover the company’s Scope 1 and
Scope 2 emissions disclosure.

* Fourth fiscal year after the compliance date (and thereafter)—the attestation
engagement must be at a reasonable assurance level and, at a minimum, cover
the company’s Scope 1 and Scope 2 emissions disclosures.

GHG Emissions Attestation Provider

The GHG emissions attestation report must be prepared and signed by a GHG
emissions attestation provider that:

* |s an expert in GHG emissions by virtue of having significant experience in
measuring, analyzing, reporting or attesting to GHG emissions.

* |s independent with respect to the company, and any of its affiliates, for whom it is
providing the attestation report, during the attestation and professional engagement
period.

Attestation Report Requirements

The GHG emissions attestation report must include the following:

* An identification or description of the subject matter or assertion being reported on,
including the point in time or period of time to which the measurement or evaluation
of the subject matter or assertion relates.

* Anidentification of the criteria against which the subject matter was measured or
evaluated.

« A statement that identifies the level of assurance provided and describes the nature
of the engagement.

* A statement that identifies the attestation standard (or standards) used.

« A statement that describes the company’s responsibility to report on the subject
matter or assertion being reported on.

« A statement that describes the attestation provider’s responsibilities in connection
with the preparation of the attestation report.

* A statement that the attestation provider is independent.

* For a limited assurance engagement, a description of the work performed as a
basis for the attestation provider’s conclusion.
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* A statement that describes significant inherent limitations, if any, associated with
the measurement or evaluation of the subject matter against the criteria.

» The GHG emissions attestation provider’s conclusion or opinion, based on the
applicable attestation standard(s) used.

* The signature of the attestation provider (whether by an individual or a person
signing on behalf of the attestation provider’s firm).

* The city and state where the attestation report has been issued.

» The date of the report.
Targets and Goals (S-K Item 1506)

If a company has set any targets or goals related to the reduction of GHG emissions,
or any other climate-related target or goal (e.g., regarding energy usage, water usage,
conservation or ecosystem restoration, or revenues from low-carbon products) such as
actual or anticipated regulatory requirements, market constraints or other goals
established by a climate-related treaty, law, regulation, policy or organization, must
provide disclosure pursuant to this section if it must disclose the targets or goals,
including, as applicable, a description of:

* The scope of activities and emissions included in the target.

» The unit of measurement, including whether the target is absolute or intensity
based.

* The defined time horizon by which the target is intended to be achieved, and
whether the time horizon is consistent with one or more goals established by a
climate-related treaty, law, regulation, policy or organization.

* The defined baseline time period and baseline emissions against which progress
will be tracked with a consistent base year set for multiple targets.

* Any interim targets set by the company.

» How the company intends to meet its climate-related targets or goals. For example,
for a target or goal regarding net GHG emissions reduction, the discussion could
include a strategy to increase energy efficiency, transition to lower carbon products,
purchase carbon offsets or RECs, or engage in carbon removal and carbon
storage.

A company must update this disclosure each fiscal year and indicate whether it is
making progress toward meeting the target or goal and how such progress has been
achieved. If carbon offsets or RECs have been used as part of a plan to achieve
climate-related targets or goals, the company must disclose the amount of carbon
reduction represented by the offsets or the amount of generated renewable energy
represented by the RECS, the source of the offsets or RECs, a description and
location of the underlying projects, any registries or other authentication of the offsets
or RECs, and the cost of the offsets or RECs.

Regulation S-X Article 14 (Climate-Related Disclosure)
Climate-Related Metrics (S-X Rule 14-02)

For (1) severe weather events and other natural conditions (e.g., flooding, drought,
wildfires, extreme temperatures and sea level rise) and (2) transition activities (e.g.,
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efforts to reduce GHG emissions or otherwise mitigate exposure to transition risks),
disclose:

» Financial impact on any relevant financial statement line item (aggregated line-by-
line basis for positive and negative impacts).

» Related expenditures (aggregate amount of expense or capitalized cost).

» Financial estimates and assumptions affected by such events, if applicable
(qualitative disclosure).

Examples include:

« Changes to revenues or costs from disruptions to business operations or supply
chains.

» Impairment charges and changes to the carrying amount of assets (such as
inventory, intangibles, and property, plant and equipment) due to the assets being
exposed to severe weather, flooding, drought, wildfires, extreme temperatures and
sea level rise.

» Changes to loss contingencies or reserves (such as environmental reserves or loan
loss allowances) due to impact from severe weather events.

» Changes to total expected insured losses due to flooding or wildfire patterns.

« The amount of expense or capitalized costs, as applicable, to increase the
resilience of assets or operations, retire or shorten the estimated useful lives of
impacted assets, relocate assets or operations at risk, or otherwise reduce the
future impact of severe weather events and other natural conditions on business
operations.

In addition, disclose the impact of (1) climate-related risks (separately by physical
risks and transition risks) and (2) climate-related opportunities on any of the
disclosed financial statement metrics. If the impact of an opportunity is disclosed, it
must be done consistently for the fiscal years presented, including for each financial
statement line item and all relevant opportunities identified.

Disclosure:

* Required in any filing for which S-K 1500 disclosure is required and that also
includes audited financial statements.

» Must be included in a footnote to the financial statements.

« Periods must match historical fiscal year(s) included in the consolidated financial
statements in the filing (e.g., a company that is required to include balance sheets
as of the end of its two most recent fiscal years and income statements and cash
flow statements as of the end of its three most recent fiscal years would be required
to disclose two years of the climate-related metrics that correspond to balance
sheet line items and three years of the climate-related metrics that correspond to
income statement or cash flow statement line items).

« Must provide context describing how each specified metric was derived, including a
description of significant inputs and assumptions used, and, if applicable, policy
decisions made by the company to calculate the specified metrics.
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