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Climate Change and Greenhouse Gas 

Emissions 
In the past few years, there has been a surge of shareholder proposals seeking greater transparency regarding 
the financial risks and opportunities created by a changing climate and the policies implemented to address 
them. Concerned shareholders seek to determine how companies are reducing their contribution to climate 
change and managing their climate-related exposure, and how this may affect shareholder value.  

Scientists generally agree that gases released by chemical reactions, including the burning of fossil fuels, 
contribute to a "greenhouse effect" that traps heat in the planet. The predominantly held scientific view, as 
demonstrated by a United Nations 2013 Intergovernmental Panel on Climate Change (IPCC) report, is that 
greenhouse gases (GHGs) produced by the rapid consumption of fossil fuels during the industrial age have 
caused temperature increases and resulting weather crises such as heat waves, severe rainstorms, droughts, 
wildfires, increased intensity and frequency of storms, rising sea levels, and receding coastlines. The 
consequences for the global economy and the ecosystems supporting it could be significant. The IPCC estimates 
that the higher the average annual temperature range rises, the more severe the impacts will be. If warming 
increases, as expected, by 5 degrees Celsius, the IPCC states that the world should anticipate hundreds of 
millions of people to face water stress, reduced farming productivity in some regions, increased health 
burdens, the extinction of many animal species, significant coastal flooding, and other detrimental impacts on 
the ecosystem. The report also predicts rapid migration of people. If warming continues at current rates, the 
U.S. could expect to lose about 1.2 percent of gross domestic product for every 1-degree Celsius warming (1.8-
degrees Fahrenheit), with an estimated $54 to $69 trillion in damages by 2100.  

In October 2018, the IPCC released a new report which concluded that the world would need to reduce CO2 
emissions by about 45 percent from 2010 levels by 2030 to keep warming at no more than 1.5 degrees Celsius. 
The report also noted that 20-40 percent of the global population live in regions which had already experienced 
warming of more than 1.5 degrees Celsius above pre-industrial levels in at least one season from the period of 
2006 to 2015.  

Companies are expected to face both physical risks caused by changes in the ecosystem, transition risks linked 
to market and regulatory changes made to energy systems to avoid the worst of the impacts, and reputational 
risk stemming from changing public opinion. U.S. Treasury Secretary Janet Yellen recently touched on a shift 
towards stress testing to address the risks companies are exposed to, and the consequent risks financial 
institutions take on when investing in or lending to companies. As such, investors are pressing for more 
information on how companies are preparing for a lower-carbon future, including on their approaches to 
governance, strategy, risk management, metrics and greenhouse gas (GHG) emission reduction targets.  

POLICIES IN PLACE TO REDUCE GHG EMISSIONS 

Numerous state, national, and international GHG reduction regulations are likely to have a material impact on 
affected companies.  

U.S. Federal Laws & Regulations are in a state of change. 

› In 2007, the U.S. Supreme Court ruled that GHG emissions are an endangerment to human health,  
giving the U.S. Environmental Protection Agency the authority and responsibility to regulate them 
under the Federal Clean Air Act (CAA).  

http://www.issgovernance.com/
http://www.ipcc.ch/report/ar5/wg1/#.UoZNTKPiiPU
https://www.ipcc.ch/publications_and_data/ar4/syr/en/spms3.html
https://www.nytimes.com/2018/10/07/climate/ipcc-climate-report-2040.html
https://www.nytimes.com/2018/10/07/climate/ipcc-climate-report-2040.html
https://www.ipcc.ch/site/assets/uploads/sites/2/2018/07/sr15_headline_statements.pdf
https://www.ipcc.ch/sr15/chapter/chapter-1/
https://cdn.cfr.org/sites/default/files/report_pdf/Impact%20of%20Climate%20Risk%20on%20the%20Energy%20System_0.pdf
https://www.mckinsey.com/business-functions/sustainability/our-insights/how-companies-can-adapt-to-climate-change
https://www.nytimes.com/2021/02/23/business/dealbook/janet-yellen-dealbook.html
https://www.nytimes.com/2021/02/23/business/dealbook/janet-yellen-dealbook.html
https://www.justice.gov/enrd/massachusetts-v-epa


Environmental & Social Background Reports:  

Climate Change and Greenhouse Gas Emissions 2020 

 

 

Enabling the financial community to manage governance risk for the benefit of shareholders. 

© 2020 ISS | Institutional Shareholder Services

 

2 of 8 

› The Obama administration had set a goal of reducing overall emissions 17 percent compared to 2005 
levels by 2020, and an additional goal of reducing emissions 26-28 percent compared to 2005 levels by 
2025. In order to reach this goal, the administration put a number of reporting rules, new-source 
performance standards, and regulations in place. Chief among these was a regulatory initiative called 
the Clean Power Plan, adopted in August 2015, which set state-specific CO2 emissions goals and 
established guidelines to meet those goals. Despite these ambitions, the 2018 IPCC report on the 
impacts of global warming has noted with high confidence (9 in 10 chance of being correct) that 
pathways reflected by pledges put forth by the Obama administration and others under the Paris 
agreement would not limit global warming to 1.5-degrees Celsius, “even if supplemented by very 
challenging increases in the scale and ambition of emissions reductions after 2030.”  

› President Donald Trump, elected in November 2016, worked to dismantle the regulations and policies 
put in place by the Obama administration to reduce GHG emissions. In August 2018, the EPA proposed 
"the Affordable Clean Energy" (ACE) Rule as a replacement to the Clean Power Plan. It regulated GHG 
emissions much more weakly; it is estimated that it would reduce GHG emissions by 0.7-1.5 percent by 
2030. Significant challenges have been posed against this rule in court, and the EPA asked the U.S. 
Court of Appeals to expedite review of the challenges On January 19, 2021, the D.C. District Court 
rescinded ACE, noting that the Trump Administration's interpretation of the EPA's power to change 
emission requirements was too limited. Moreover, the rule has been remanded to the EPA, allowing the 
Biden administration to to implement environmental policies, specifically relating to emissions and 
clean energy. 

› Under the Obama Administration, new vehicle emissions standards had been put in place that would 
have required each manufacturer to achieve a fleet-wide average of 54.5 miles per gallon (MPG) by 
2025. In August 2018, the Trump Administration acted to freeze current emissions standards after 2020 
to an average of 36.9 MPG. California still intended to adhere to stricter standards, using a waiver that 
it had been previously granted. After the waiver was revoked by the EPA, California was joined by 22 
other states and the cities of Los Angeles and New York in a suit challenging the Trump 
administration’s move to take away the state’s ability to set stricter emissions rules. The legal battle 
could last for years. If the courts rule in favor of the Trump administration, it will jeopardize 
California’s mandate that automakers sell more zero-emission vehicles and plug-in hybrids and raises 
concerns about whether the state will be able to meet its goal of having more than 5 million such 
vehicles on the road by 2030. It would also affect the 13 states and the District of Columbia which 
followed California’s car pollution standards, as allowed in the original terms of California’s waiver, as 
well as the state’s status as the national leader in the adoption of tougher tailpipe regulations and the 
promotion of electric vehicles.  

› Shortly after former president Trump lost the election, major automakers including Toyota Motor, 
Subaru, and Fiat Chrysler joined General Motors in no longer supporting former president Trump's effort 
to prevent states from setting zero emission vehicle rules. It is unclear whether President Biden will 
decide to revert back to the emissions policy under the Obama administration, or if he will  decide on 
something in the middle. Automakers have suggested a compromise reached with California regulators 
a year ago, where fleet fuels would be boosted by 3.7 percent every year, amounting to nearly 50 MPGs 
by 2026.  

› Under President Biden, the White House is recalculating the Social Cost of Carbon (SCC), a figure 
calculated based on the difference in the market price of fossil fuels and the costs associated with 
environemntal costs. The SCC was set as low as $1 under the Trump Administraion, and the Bidens 
Administration has announced a figure of $51 a ton, which will likely increase in the coming year. The 
president issued climate change-related executive orders last month, which focuses primarily on 
ahiceving carbon pollution-free power sector by 2035 and attaining a net-zero economy by 2050. The 
orders touch on the importance of rejoining the Paris climate agreement, development in the Kigali 
Amendment to the Montreal protocol, and general collaboration with the international community. 
President Biden has appointed Gina McCarthy, former EPA Chief, as National Climate Advisor, and she 

https://www.ipcc.ch/sr15/chapter/spm/
https://www.epa.gov/stationary-sources-air-pollution/proposal-affordable-clean-energy-ace-rule
https://www.kirkland.com/publications/kirkland-alert/2019/09/affordable-clean-energy-rule-faces-litigation
https://www.kirkland.com/publications/kirkland-alert/2019/09/affordable-clean-energy-rule-faces-litigation
https://www.jdsupra.com/legalnews/dc-circuit-vacates-trump-administration-5351279/
https://www.jdsupra.com/legalnews/dc-circuit-vacates-trump-administration-5351279/
https://perma.cc/ZUZ9-4Y5A
https://www.latimes.com/california/story/2019-11-15/california-trump-administration-lawsuit-auto-emissions-climate-change
https://www.latimes.com/california/story/2019-11-15/california-trump-administration-lawsuit-auto-emissions-climate-change
https://www.cpuc.ca.gov/zev/
https://www.latimes.com/california/story/2019-11-15/california-trump-administration-lawsuit-auto-emissions-climate-change
https://www.latimes.com/california/story/2019-11-15/california-trump-administration-lawsuit-auto-emissions-climate-change
https://www.bloomberg.com/news/articles/2021-02-02/automakers-push-fuel-economy-targets-modeled-on-california-pact
https://www.washingtonpost.com/business/energy/how-biden-is-putting-a-number-on-carbons-true-cost/2021/02/26/75daef64-7878-11eb-9489-8f7dacd51e75_story.html
https://www.whitehouse.gov/briefing-room/statements-releases/2021/01/27/fact-sheet-president-biden-takes-executive-actions-to-tackle-the-climate-crisis-at-home-and-abroad-create-jobs-and-restore-scientific-integrity-across-federal-government/
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is tasked with devising a 2030 emission reduction target under the Paris agreement for the April 2021 
summit. Additionally, they note advancement of projects to reduce emissions from infrasturues that 
present environmental risks. Given President Biden's approach thus far, further incorporation of cost-
benefit analyses regarding emissions, and subsequent application to policy, should be expected. 

 

Additional regional agreements and statutes that may affect U.S. companies:.  

› Canada's Greenhouse Gas Pollution Pricing Act – Following the lead of British Columbia, Canada 
adopted a federal carbon polluting pricing system in June of 2018. The Act has two parts: a pollution 
price on fuel, known as the fuel charge, and a pollution price for industry, known as the Output-Based 
Pricing System (OBPS). In the OBPS, sectors can: pay $20/tonne, rising $10 each year to $50/tonne in 
2022; submit surplus credits from a previous compliance year; and submit offset credits which are 
generated from projects that reduce greenhouse gas emissions or increase stored carbon.  

› Alberta Canada's Climate Change and Emissions Management Act – This law requires existing facilities 
with emissions equal to or greater than 100,000 metric tons of CO2 (or equivalent) per year to reduce 
net emissions intensity of that facility by 2 percent per year, with a reduction target of 12 percent. 
Alberta remains the second largest emitter in Canada as net emissions continue to increase annually.   

› British Columbia’s Carbon Tax – British Columbia introduced a carbon tax in 2008. The carbon tax 
applies “to the purchase or use of fuels in the province,” and covers 70% of emissions. In 2019, the tax 
was raised to $40/tonne until it reaches $50/tonne in 2021. Revenue from the carbon tax in excess of 
$30/tonne will be used to provide carbon tax relief and protect affordability, maintain industry 
competitiveness, and encourage green initiatives, replacing an earlier system of revenue neutrality.  

› California's Global Warming Solutions Act – In 2006, California passed a law mandating that GHG 
emissions be brought down to 1990 levels by 2020. The California Air Resources Board reported that the 
2020 goal was met in 2018. In September 2017, California's Governor extended the target to a 40 
percent reduction from 1990 levels by 2030. The Canadian province of Quebec joined the California 
Carbon Market in 2012 and Ontario announced it was joining in 2015.  

› Regional Greenhouse Gas Initiative (RGGI) – This is a cap-and-trade initiative between nine Northeast 
and Mid-Atlantic states that initially called for a 10-percent reduction of power sector CO2 emissions by 
2019. RGGI states auction emission allowances and then reinvest proceeds into clean energy and energy 
efficiency programs. In response to criticism that the cap was initially set too high, RGGI made 
considerable improvements to the program with plans for more adaptability after 2021 if emissions fall 
well below the cap again. A November 2019 report shows that from 2015 to 2017, annual average CO2 
emissions in the RGGI region decreased by 45 percent compared to the base period of 2006 to 2008, 
and the region’s aggregate emissions now rank in the top 20 among all nations. Moreover, the states 
set an additional goal to reduce emissions by 30 percent from 2020 to 2030.  

› Other local initiatives – As of December 2019, 29 states, Washington DC and three territories have 
adopted renewable portfolio standards, or mandatory minimums of renewable energy, while eight 
states and one territory have set renewable energy goals. While most state renewable energy targets 
are between 10 and 45 percent, 13 states have requirements of 50 percent or more.  

› In December 2019, Washington State Governor Jay Inslee joined California, Hawaii, New Mexico, and 
Puerto Rico in successfully enacting legislation which will transition Washington to 100 percent clean 
electricity by mid-century. The Washington Clean Energy Transformation Act is regarded as the 
nation’s strongest policy for transitioning to 100 percent clean electricity because of its first-in-the-
nation energy standards for buildings, gradual elimination of HFC superpollutants, and focus on clean 
transportation and efficient appliances. 

› In March 2020, the Virginia Clean Economy Act commits the state to transition to 100 percent clean 
energy, a zero-carbon grid, by 2050. The law includes a requirement to phase out nearly all coal plants 
in the state by 2024, a cap-and-trade program, and efficient energy generation. Virginia is the ninth 
state to adopt such an act. 

https://www.reuters.com/article/us-usa-climate-biden-idUSKBN2A31JH
https://www.canada.ca/en/environment-climate-change/services/climate-change/pricing-pollution-how-it-will-work/industry/pricing-carbon-pollution.html
http://www.ramp-alberta.org/management/framework/provincial/climate+change.aspx
https://www.canada.ca/en/environment-climate-change/services/environmental-indicators/greenhouse-gas-emissions.html
https://www2.gov.bc.ca/gov/content/environment/climate-change/planning-and-action/carbon-tax
http://www.arb.ca.gov/cc/ab32/ab32.htm
https://www.sfchronicle.com/business/article/California-hits-2020-greenhouse-gas-reduction-13066821.php
https://www.gov.ca.gov/news.php?id=19891
http://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=4&cad=rja&uact=8&ved=0ahUKEwiIiKXG9IXSAhXIlVQKHYFBBUcQFggtMAM&url=http%3A%2F%2Fwww.mddelcc.gouv.qc.ca%2Fchangements%2Fcarbone%2Fdocuments-spede%2Fhistorical-overview.pdf&usg=AFQjCNF3NMSp1zO-F03ivxjDOiLNmL4-pQ
https://www.rggi.org/program-overview-and-design/elements
https://fas.org/sgp/crs/misc/R41836.pdf
https://www.rggi.org/sites/default/files/Uploads/Electricity-Monitoring-Reports/2017_Elec_Monitoring_Report.pdf
https://www.c2es.org/content/regional-greenhouse-gas-initiative-rggi/
http://www.ncsl.org/research/energy/renewable-portfolio-standards.aspx
http://www.ncsl.org/research/energy/renewable-portfolio-standards.aspx
https://www.ncsl.org/research/energy/renewable-portfolio-standards.aspx
https://medium.com/wagovernor/washington-powers-a-new-path-toward-clean-energy-future-d293029b7484
https://app.leg.wa.gov/billsummary?BillNumber=5116&Initiative=false&Year=2019
https://medium.com/wagovernor/washington-powers-a-new-path-toward-clean-energy-future-d293029b7484
https://lis.virginia.gov/cgi-bin/legp604.exe?201+sum+HB1526
https://rmi.org/the-clean-economy-act-is-a-breakthrough-for-virginia-and-the-south/#:~:text=The%20Clean%20Economy%20Act%20makes,to%20100%20percent%20clean%20electricity.&text=The%20transition%20to%20clean%20energy,solar%20and%20distributed%20energy%20generation.
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International Treaties  

› Kyoto Protocol - The Kyoto Protocol came into force in February 2005. Over 175 countries ratified it, 
agreeing to lower emissions through regulations and market-based trading schemes. Most observers 
agreed that the agreement only had a slight effect on reducing global emissions growth because 
commitments were modest and because some of the largest GHG emitters did not participate.  

› European Emissions Trading Scheme (ETS) – This is the European Union's (EU) "cap and trade" program 
for implementing the Kyoto Protocol. This trading scheme differs from others in that it permits offsets 
to be purchased outside the trading countries. The program covers around 45 percent of the EU’s 
greenhouse gas emissions. Of the emissions covered, 2020 emissions are expected to be 21 percent 
lower than in 2005.  

› The U.N. Framework Convention on Climate Change in Paris (known as "the Paris Convention" or COP21) 
- A landmark agreement reached in December 2015, in which 195 countries committed to reduce GHG 
emissions to a level that is intended to keep the rise of the global average temperature to "well below" 
2°C, and striving for 1.5°C. As of 2018, it was estimated that 7 out of the 25 major emitting countries 
were on track to meet their 2025/2030 targets. Other goals include reaching peak emissions "as soon as 
possible" and balancing GHG sources and sinks "by the second half of this century." To help achieve 
these goals, $100 billion per year was pledged to assist developing countries by 2020, with additional 
commitments to be made in 2025. As of 2019, the Green Climate Fund, which is the official financial 
mechanism of the Paris Agreement to direct climate finance to developing nations, had only raised 
$9.8 billion of the promised $100 billion. The goal was extended to 2025. The Conference inspired an 
increase in assets committed to the Portfolio Decarbonization Coalition, from $100 billion to $800 
billion. Each country was responsible for setting its own emissions reductions targets and regulations. 
In June of 2017, former president Trump announced that the U.S. would pull out of its obligations set 
by the Obama administration. President Biden recommitted to the agreement on his first day in office, 
and in February 2021, the U.S. officially rejoined the agreement. 

› The Montreal Protocol is an international treaty, signed by every country in the world, designed to 
limit production of substances that damage the ozone layer. In 2016, parties agreed to add the Kigali 
Amendment, which requires countries to reduce their production of hydrofluorocarbons (HFC), 
powerful greenhouse gases contributing to climate change.  

U.S. Securities and Exchange Commission (SEC) Guidance on Climate Change  

In 2010, the SEC issued climate change disclosure requirements to provide additional guidance for publicly 
owned companies. The voluntary guidelines highlighted the following areas as examples of where climate 
change may create risks to corporations: 

› Impact of Legislation and Regulation 

› Impact of International Accords 

› Indirect Consequences of Regulation or Business Trends 

› Physical Impacts of Climate Change 

The SEC also said the standard that should be used to determine materiality for disclosure requirements 
regarding climate change should be based on the substantial likelihood that an average investor would consider 
it important.  

In April 2016, the SEC requested public comment on modernizing certain disclosure requirements, including 
those related to climate change and other corporate social responsibility topics. The comment period ended on 
July 21, 2016. No additional corporate social responsibility reporting requirements came out of the inquiry.   

The SEC has been criticized as not providing the level or kind of information that investors need to assess 
companies' risk management policies and procedures, but especially as it relates to climate change disclosures. 
In light of the transition to the Biden administration and the appointment of Acting Chair Allison Lee, the SEC's 

http://unfccc.int/kyoto_protocol/items/2830.php
http://ec.europa.eu/clima/policies/ets/index_en.htm
https://unfccc.int/process-and-meetings/the-paris-agreement/the-paris-agreement
https://themasites.pbl.nl/climate-ndc-policies-tool/
https://unfccc.int/topics/climate-finance/the-big-picture/climate-finance-in-the-negotiations
https://www.greenclimate.fund/about/timeline
https://ec.europa.eu/clima/policies/international/negotiations/paris_en
http://unepfi.org/pdc/
https://www.whitehouse.gov/the-press-office/2017/06/01/statement-president-trump-paris-climate-accord
https://edition.cnn.com/2021/02/19/politics/us-rejoins-paris-agreement-biden-administration/index.html
https://treaties.un.org/doc/publication/unts/volume%201522/volume-1522-i-26369-english.pdf
https://www.unido.org/our-focus-safeguarding-environment-implementation-multilateral-environmental-agreements-montreal-protocol/montreal-protocol-evolves-fight-climate-change
https://www.unido.org/our-focus-safeguarding-environment-implementation-multilateral-environmental-agreements-montreal-protocol/montreal-protocol-evolves-fight-climate-change
http://sec.gov/news/press/2010/2010-15.htm
https://www.nytimes.com/2016/01/24/business/energy-environment/sec-is-criticized-for-lax-enforcement-of-climate-risk-disclosure.html
https://www.scientificamerican.com/article/climate-risk-is-poorly-represented-in-company-financial-filings/
https://news.bloomberglaw.com/bloomberg-law-analysis/analysis-will-investors-get-the-disclosures-they-need-in-2020
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approach to climate change disclosures has significantly changed. In February 2021, Chair Lee released a 
statement noting the increasing attention the SEC will pay to climate-related disclosures in company filings, 
specifically updating the 2010 guidance on such disclosures based on climate-related developments in the last 
decade. The statement emphasizes the importance of climate change considerations for investors, and the 
SEC's role in providing companies with guidance to produce valid disclosures. Companies will be subject to 
increased scrutiny, at a minimum, around their considerations and disclosures around the four primary risks 
outlined in the SEC's 2010 Guidance. These risks include: impacts of regulations; impact of international 
agreements; changes in demand and risks as a result of climate change, specifically relating to resources and 
energy sources; and physical impacts of climate change.   

INVESTOR INITIATIVES 

Institutional investors are increasingly seeking more transparency around climate risk and commitments. 
Organizations such as the Carbon Tracker Initiative have worked to publicize the risk to shareholders of investing 
in energy companies that may be deriving much of their worth from assets that would become stranded if or 
when markets or governments take action to limit commercialization of fossil fuel assets. Since 2017, several 
large institutional investors, including BlackRock, State Street, and Vanguard Group, have reportedly made 
climate change a priority in their engagements with certain issuers, and shifted their proxy voting to support 
more climate-related shareholder resolutions. In 2019 BlackRock  announced that by the end of 2020, “all active 
portfolios and advisory strategies will be fully ESG integrated – meaning that, at the portfolio level, [BlackRock’s] 
portfolio managers will be accountable for appropriately managing exposure to ESG risks and documenting how 
those considerations have affected investment decisions.” BlackRock is also asking companies to publish SASB- 
and TCFD-aligned disclosures, which should include the company’s plan for operating according to the Paris 
Agreement’s goal of limiting global warming to less than two degrees Celsius, because the asset manager believes 
that sustainability-integrated portfolios provide better risk-adjusted returns to investors. 

The focus on climate change and emissions is only becoming more prominent, as demonstrated by the 60 
proposals that have been filed as of February 22, 2021. In comparison, for 2020, shareholders filed 56 climate 
change related shareholder proposals (as of June 30,2020) of which 34 were withdrawn by shareholder 
proponents, and 12 were allowed to be omitted by the SEC. Eleven proposals made it on the ballots, and of 
these, four received majority shareholder support. The majority vote getting proposals asked: Dollar Tree to 
report on aligning its business strategy with climate change constraints; Ovintiv to report on climate change risks; 
Phillips 66 to report on Gulf Coast petrochemical investments; and J.B. Hunt Transport Services to report on 
plans to align its GHG emissions with Paris Agreement goals.  

Also in 2020, there was an increasing number of shareholder proposals filed outside of the U.S., particularly in 
Australia, Canada, and Europe, and particularly on the issue of climate change. A new trend in 2020 was the 
shareholder focus on the financial sector, with proponents filing proposals that asked banks in Canada, Europe, 
and the U.S. to report on their plans to reduce the GHG emissions of their lending activities in alignment with 
the Paris Agreement goals. Such a proposal received close to majority support at JPMorgan Chase (49.6 percent).  

In an attempt to make the board of directors more accountable to climate change risks, various proponents 
have asked for boards to establish a new board committee on climate change. Proponents are also asking for 
reporting and overall increased disclosure on environmental problems that are projected to be made worse by 
global warming, such as water risk stemming from climate change, and issues that exacerbate warming, such 
as deforestation. Furthermore, there has been a shift towards shareholder proposals asking companies to link 
ESG metrics with executive compensation.  

Some targeted companies, such as natural gas exploration or distribution companies, are being asked to 
disclose more information about their efforts to reduce methane emissions since methane is the primary 
component of natural gas. In terms of climate impact, the Environmental Defense Fund estimates that methane 
is 84 times more potent at trapping energy than carbon dioxide in the first two decades after its release. 

https://www.sec.gov/news/public-statement/lee-statement-review-climate-related-disclosure
https://www.sec.gov/rules/interp/2010/33-9106.pdf
http://www.carbontracker.org/report/unburnable-carbon-wasted-capital-and-stranded-assets/
https://www.blackrock.com/corporate/investor-relations/blackrock-client-letter
https://www.ssga.com/investment-topics/environmental-social-governance/2017/perspectives-on-effective-climate-change-disclosure.pdf
https://about.vanguard.com/investment-stewardship/perspectives-and-commentary/2018_investment_stewardship_annual_report.pdf
https://www.blackrock.com/corporate/investor-relations/blackrock-client-letter
https://www.edf.org/climate-impacts-methane-emissions
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Several proposals that are asking for more transparency around political contributions and lobbying explicitly 
mention concerns about the risk of supporting organizations that are opposing climate change legislation or 
regulation at the same time that the company publicizes support for climate action. 

Several coalitions have emerged as investors band together to seek more transparency. The Ceres Investor 
Network on Climate Risk and Sustainability now has more than 175 institutional investors managing over $29 
trillion in assets committed to addressing climate change. The U.S. has now rejoined the Paris agreement, but 
in response to former president Trump's withdrawal from the accord, many businesses, investors, faith groups, 
tribes, elected officials, universities and others have pledged continued commitment to the Paris Agreement’s 
goals as part of the "We Are Still In" campaign representing $9.46 trillion in GDP. Climate Action 100+ has 
brought together more than 545 investors with over $52 trillion in assets under management to engage with 
over 167 companies on improving governance, curbing emissions, and strengthening climate-related financial 
disclosures. In addition, a group now called the Climate Majority Project (originally the 50/50 Climate Project) 
is working to "engage public company boards to respond to the challenges and opportunities presented by 
climate change and to increase their climate competency.” On February 17th, 2020, Amazon CEO Jeff Bezos 
announced he is committing $10 billion to fight climate change. The Bezos Earth Fund will support scientists, 
activists, NGOs, or “any effort that offers a real possibility to help preserve and protect the natural world.”  

A number of organizations have developed carbon disclosure standards to help companies understand and 
report their climate risk, however companies and investors have complained that best practices are hard to 
discern in a crowded and confusing landscape. Some commonly-used frameworks are those established by CDP 
(formerly the Carbon Disclosure Project), the Global Reporting Initiative, the PRI (formerly the UN Principles 
for Responsible Investment), SASB (Sustainability Accounting Standards Board), and We Mean Business.  

In an attempt to make disclosure standards clearer and more uniform, in June 2017, the Task Force on Climate-
Related Financial Disclosures issued its final recommendations for voluntary climate-related risk disclosure. 
The recommendations call for companies to make climate-related financial disclosure reporting alongside more 
mainstream financial reporting and to report on governance, strategy, risk management, and the metrics and 
targets used to assess performance toward climate goals. In its latest Status Report issued in the Fall of 2019, 
the Task Force strongly encouraged more companies to utilize its reporting recommendations, especially 
companies with material climate-related risks, because it is “concerned that not enough companies are 
disclosing information about their climate-related risks and opportunities.” 

CORPORATE INITIATIVES 

Because of these factors, and in response to pressure from shareholders and customers, many companies have 
moved ahead with company-specific actions, such as disclosing information about their energy use and 
stranded asset risk, pledging carbon emission reduction goals, and/or making energy efficiency and renewable 
energy goals. Many companies are reporting cost savings from reduced energy use and from potentially cheaper 
and/or less volatile energy prices. One report found that renewable energy and energy efficiency investments 
saved companies nearly $3.7 billion in 2016 alone. Both wind and solar prices have been dropping steadily, 
even hitting record lows, and owning renewable energy projects can give companies protection against energy 
price volatility. Several large retailers are taking advantage of lower solar panel costs and moving aggressively 
to install onsite solar roofs. 

In terms of risk management, the TCFD Status Report's review of 1,126 large companies' publicly available 
reports found that in 2018, about 30 percent of companies were disclosing the organization’s process for 
assessing and managing climate-related risks, but only 17 percent were describing how climate-related risks 
are integrated into the organization’s overall risk management. The TCFD 2020 Status Report notes that since 
then, there has been a significant increase in those aligned with the recommendations – over 1,500 
organizations have expressed their support, an 85 percent increase since the 2019 report. Additionally, nearly 
60 percent of the world's 100 biggest companies, support the recommendations, report in line with, or do both, 

https://www.ceres.org/networks/ceres-investor-network
https://www.ceres.org/networks/ceres-investor-network
http://wearestillin.com/
http://www.climateaction100.org/
https://5050climate.org/
https://www.npr.org/2020/02/17/806720144/jeff-bezos-pledges-10-billion-to-fight-climate-change-planets-biggest-threat
https://www.cdp.net/en
https://www.globalreporting.org/Pages/default.aspx
https://www.unpri.org/
https://www.sasb.org/
https://www.wemeanbusinesscoalition.org/
https://www.fsb-tcfd.org/
https://www.fsb-tcfd.org/
https://www.greenbiz.com/article/reporting-climate-risk-major-business-opportunity
https://www.fsb-tcfd.org/publications/tcfd-2019-status-report/
https://www.c2es.org/site/assets/uploads/2019/04/business-risks-opportunities-and-leadership.pdf
https://www.ceres.org/news-center/press-releases/report-fortune-500-companies-accelerating-renewable-energy-energy
https://www.forbes.com/sites/energyinnovation/2020/01/21/renewable-energy-prices-hit-record-lows-how-can-utilities-benefit-from-unstoppable-solar-and-wind/?sh=5eec6572c84e
http://www.pwc.com/us/en/sustainability-services/publications/assets/pwc-corporate-renewable-energy-procurement-survey-insights.pdf
http://www.pwc.com/us/en/sustainability-services/publications/assets/pwc-corporate-renewable-energy-procurement-survey-insights.pdf
https://www.solarpowerauthority.com/major-retailers-utilizing-solar-power-right-now/
https://www.fsb-tcfd.org/wp-content/uploads/2019/06/2019-TCFD-Status-Report-FINAL-053119.pdf
https://www.fsb.org/wp-content/uploads/P291020-1.pdf
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and approximately 42 percent of companies with market caps over $10 billion provided some disclosure in line 
with TCFD recommendations in 2019. 

Several partner organizations came together to create the Science Based Targets initiative to provide support 
to companies interested in setting rigorous, validated targets that would be in line with warming no greater 
than 1.5 degrees Celsius. To date, 603 companies have approved science-based targets, and 1,215 companies 
are taking science-based climate action as part of the initiative.  

 

  

https://sciencebasedtargets.org/companies-taking-action
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DISCLAIMER 

This document and all of the information contained in it, including without limitation all text, data, graphs, 
and charts (collectively, the "Information") is the property of Institutional Shareholder Services Inc. (ISS), its 
subsidiaries, or, in some cases third party suppliers.  

The Information has not been submitted to, nor received approval from, the United States Securities and 
Exchange Commission or any other regulatory body. None of the Information constitutes an offer to sell (or a 
solicitation of an offer to buy), or a promotion or recommendation of, any security, financial product or other 
investment vehicle or any trading strategy, and ISS does not endorse, approve, or otherwise express any 
opinion regarding any issuer, securities, financial products or instruments or trading strategies.  

The user of the Information assumes the entire risk of any use it may make or permit to be made of the 
Information.  

ISS MAKES NO EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE INFORMATION 
AND EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT LIMITATION, ANY IMPLIED 
WARRANTIES OF ORIGINALITY, ACCURACY, TIMELINESS, NON-INFRINGEMENT, COMPLETENESS, 
MERCHANTABILITY, AND FITNESS for A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE INFORMATION.  

Without limiting any of the foregoing and to the maximum extent permitted by law, in no event shall ISS have 
any liability regarding any of the Information for any direct, indirect, special, punitive, consequential 
(including lost profits), or any other damages even if notified of the possibility of such damages. The foregoing 
shall not exclude or limit any liability that may not by applicable law be excluded or limited. 
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