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October 3, 2022

Submitted electronically via SEC.gov
Vanessa Countryman, Secretary
Securities and Exchange Commission
100 F Street, NE

Washington, DC 20549-1090

Re: File No. S7-10-22
The Enhancement and Standardization of Climate-Related Disclosures for
Investors

Dear Ms. Countryman:

The Securities Industry and Financial Markets Association (“SIFMA™)! appreciates the
opportunity to provide these supplemental comments on the Commission’s proposal® to enhance
and standardize climate-related disclosures. The below proposed amendments to current Item
303 of Regulation S-K seek to implement the approach discussed in SIFMA’s comment letter’
on the Commission’s proposal. In the comment letter, SIFMA stated that:

MD&A addresses the substance of what proposed Article 14 of Regulations
S-X is intended to achieve. Item 303(b) of Regulation S-K requires that
“[w]here the financial statements reflect material changes from period to
period in one or more line items, including where material changes within a
line item offset one another, describe the underlying reasons for these

! SIFMA is the leading trade association for broker-dealers, investment banks and asset managers operating in the
U.S. and global capital markets. On behalf of our industry’s nearly 1 million employees, we advocate on legislation,
regulation, and business policy affecting retail and institutional investors, equity and fixed income markets and
related products and services. We serve as an industry coordinating body to promote fair and orderly markets,
informed regulatory compliance, and efficient market operations and resiliency. We also provide a forum for
industry policy and professional development. SIFMA, with offices in New York and Washington, D.C., is the U.S.
regional member of the Global Financial Markets Association (GFMA). For more information, visit
http://www.sifma.org. This comment letter is being submitted on behalf of SIFMA’s broker-dealer and investment
bank members. SIFMA’s Asset Management Group is submitting a separate response. SIFMA appreciates the
assistance of Michael Littenberg, Marc Rotter and Hannah Shapiro of Ropes & Gray LLP in the preparation of this
response.

2 The Enhancement and Standardization of Climate-Related Disclosures for Investors Release No. 33-11042, 87 Fed.
Reg. 21,334 (proposed Apr. 11, 2022) (hereinafter the “Proposing Release™), available at
https://www.federalregister.gov/d/2022-06342.

3 See Comment Letter from SIFMA, SIFMA on SEC Climate-Related Disclosures for Investors (June 17, 2022),

available at https://www.sifma.org/resources/submissions/letters/the-enhancement-and-standardization-of-climate-
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material changes in quantitative and qualitative terms.”* That requirement
encompasses climate-related impacts on financial statements. To the extent
the Commission does not believe that registrants currently are adequately
addressing climate-related matters in MD&A, the more tailored regulatory
approach would be to amend Item 303 of Regulation S-K to add an express
reference to climate-related impacts. Information contemplated by proposed
Article 14 of Regulation S-X is more useful in the MD&A than in the
financial statements, since there it would be presented in context with other
information describing year-over-year impacts on financial results.

The information below provides some further detail and suggested amendments to the current
Item 303 of Regulation S-K.

k ok ok ok o3k

§ 229.303 (Item 303) Management's discussion and analysis of financial condition and
results of operations.

(a) Objective. The objective of the discussion and analysis is to provide material information
relevant to an assessment of the financial condition and results of operations of the registrant
including an evaluation of the amounts and certainty of cash flows from operations and from
outside sources. The discussion and analysis must focus specifically on material events and
uncertainties known to management that are reasonably likely to cause reported financial
information not to be necessarily indicative of future operating results or of future financial
condition. This includes descriptions and amounts of matters that have had a material impact on
reported operations, as well as matters that are reasonably likely based on management's
assessment to have a material impact on future operations. The discussion and analysis must be
of the financial statements and other statistical data that the registrant believes will enhance a
reader's understanding of the registrant's financial condition, cash flows and other changes in
financial condition and results of operations. A discussion and analysis that meets the
requirements of this paragraph (a) is expected to better allow investors to view the registrant
from management's perspective.

Instructions to paragraph (a): The discussion of matters that have had a material impact on
reported operations and matters that are reasonably likely based on management’s
assessment to have a material impact on future operations should include a discussion of
the consequences of severe weather events, climate-related regulation and climate-related
business trends to the extent material to the registrant.

(b) Full fiscal years. The discussion of financial condition, changes in financial condition and
results of operations must provide information as specified in paragraphs (b)(1) through (3) of
this section and such other information that the registrant believes to be necessary to an
understanding of its financial condition, changes in financial condition and results of operations.
Where the financial statements reflect material changes from period-to-period in one or more
line items, including where material changes within a line item offset one another, describe the

417 U.S.C. § 229.303(b).
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underlying reasons for these material changes in quantitative and qualitative terms. Where in the
registrant's judgment a discussion of segment information and/or of other subdivisions (e.g.,
geographic areas, product lines) of the registrant's business would be necessary to an
understanding of such business, the discussion must focus on each relevant reportable segment
and/or other subdivision of the business and on the registrant as a whole.
(1) Liquidity and capital resources. Analyze the registrant's ability to generate and obtain
adequate amounts of cash to meet its requirements and its plans for cash in the short-term
(i.e., the next 12 months from the most recent fiscal period end required to be presented)
and separately in the long-term (i.e., beyond the next 12 months). The discussion should
analyze material cash requirements from known contractual and other obligations. Such
disclosures must specify the type of obligation and the relevant time period for the related
cash requirements. As part of this analysis, provide the information in paragraphs (b)(1)(i)
and (ii) of this section.
(1) Liquidity. 1dentify any known trends or any known demands, commitments,
events or uncertainties that will result in or that are reasonably likely to result in
the registrant's liquidity increasing or decreasing in any material way. If a material
deficiency is identified, indicate the course of action that the registrant has taken
or proposes to take to remedy the deficiency. Also identify and separately
describe internal and external sources of liquidity, and briefly discuss any material
unused sources of liquid assets.
(i1) Capital resources.
(A) Describe the registrant's material cash requirements, including
commitments for capital expenditures, as of the end of the latest fiscal
period, the anticipated source of funds needed to satisfy such cash
requirements and the general purpose of such requirements.
(B) Describe any known material trends, favorable or unfavorable, in the
registrant's capital resources. Indicate any reasonably likely material
changes in the mix and relative cost of such resources. The discussion
must consider changes among equity, debt, and any off-balance sheet
financing arrangements.
(2) Results of operations.
(1) Describe any unusual or infrequent events or transactions or any significant
economic changes that materially affected the amount of reported income from
continuing operations and, in each case, indicate the extent to which income was
so affected. In addition, describe any other significant components of revenues or
expenses that, in the registrant's judgment, would be material to an understanding
of the registrant's results of operations.
(i1) Describe any known trends or uncertainties that have had or that are
reasonably likely to have a material favorable or unfavorable impact on net sales
or revenues or income from continuing operations. If the registrant knows of
events that are reasonably likely to cause a material change in the relationship
between costs and revenues (such as known or reasonably likely future increases
in costs of labor or materials or price increases or inventory adjustments), the
change in the relationship must be disclosed.
(ii1) If the statement of comprehensive income presents material changes from
period to period in net sales or revenue, if applicable, describe the extent to which
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such changes are attributable to changes in prices or to changes in the volume or

amount of goods or services being sold or to the introduction of new products or

services.
(3) Critical accounting estimates. Critical accounting estimates are those estimates made
in accordance with generally accepted accounting principles that involve a significant
level of estimation uncertainty and have had or are reasonably likely to have a material
impact on the financial condition or results of operations of the registrant. Provide
qualitative and quantitative information necessary to understand the estimation
uncertainty and the impact the critical accounting estimate has had or is reasonably likely
to have on financial condition or results of operations to the extent the information is
material and reasonably available. This information should include why each critical
accounting estimate is subject to uncertainty and, to the extent the information is material
and reasonably available, how much each estimate and/or assumption has changed over a
relevant period, and the sensitivity of the reported amount to the methods, assumptions
and estimates underlying its calculation.

Instructions to paragraph (b): 1. Generally, the discussion must cover the periods covered by the
financial statements included in the filing and the registrant may use any presentation that
in the registrant's judgment enhances a reader's understanding. A smaller reporting
company's discussion must cover the two-year period required in §§ 210.8-01 through
210.8-08 of this chapter (Article 8 of Regulation S-X) and may use any presentation that
in the registrant's judgment enhances a reader's understanding. For registrants providing
financial statements covering three years in a filing, discussion about the earliest of the
three years may be omitted if such discussion was already included in the registrant's
prior filings on EDGAR that required disclosure in compliance with § 229.303 (Item 303
of Regulation S-K), provided that registrants electing not to include a discussion of the
earliest year must include a statement that identifies the location in the prior filing where
the omitted discussion may be found. An emerging growth company, as defined in §
230.405 of this chapter (Rule 405 of the Securities Act) or § 240.12b-2 of this chapter
(Rule 12b-2 of the Exchange Act), may provide the discussion required in paragraph (b)
of this section for its two most recent fiscal years if, pursuant to Section 7(a) of the
Securities Act of 1933 (15 U.S.C. 77g(a)), it provides audited financial statements for
two years in a Securities Act registration statement for the initial public offering of the
emerging growth company's common equity securities.

2. If the reasons underlying a material change in one line item in the financial statements
also relate to other line items, no repetition of such reasons in the discussion is required
and a line-by-line analysis of the financial statements as a whole is neither required nor
generally appropriate. Registrants need not recite the amounts of changes from period to
period if they are readily computable from the financial statements. The discussion must
not merely repeat numerical data contained in the financial statements. To the extent
material to the registrant, directly attributable financial impacts of severe weather events
and directly attributable financial impacts related to material, publicly announced,
firmwide goals or targets the primary purpose of which is to reduce Scope 1 and Scope 2°
greenhouse gas emissions (as defined in Item [1500] of Regulation S-K) should be

5 Limiting this instruction to Scope 1 and Scope 2 greenhouse gas emissions is consistent with developing disclosure
requirements that are measurable and focused on the registrant.
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included when discussing the reasons underlying a material change in line items in the
financial statements.
(1) Severe weather events are acute weather-related events such as hurricanes,
storms, and floods. Impacts of severe weather events may include (1) changes to
revenues or costs from disruptions to business operations or supply chains of the
registrant; (2) 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 events; and (3) changes to loss
contingencies or reserves (such as environmental reserves) due to direct impacts
of severe weather events on the registrant.
3. Provide the analysis in a format that facilitates easy understanding and that
supplements, and does not duplicate, disclosure already provided in the filing. For critical
accounting estimates, this disclosure must supplement, but not duplicate, the description
of accounting policies or other disclosures in the notes to the financial statements.
4. For the liquidity and capital resources disclosure, discussion of material cash
requirements from known contractual obligations may include, for example, lease
obligations, purchase obligations, or other liabilities reflected on the registrant's balance
sheet, as well as those needed to meet material, publicly announced, firmwide goals or
targets the primary purpose of which is to reduce Scope 1 and Scope 2 GHG emissions,
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 on the registrant’s business operations (which may
include research and development of new technologies, purchase of assets, infrastructure,
or products the primary purpose of which is to achieve such objectives). Except where it
is otherwise clear from the discussion, the registrant must discuss those balance sheet
conditions or income or cash flow items which the registrant believes may be indicators
of its liquidity condition.
5. Disclosure related to critical accounting estimates materially impacted by risks and
uncertainties associated with, or known impacts from, severe weather events must
provide a discussion of whether and how such identified risks have materially affected or
are reasonable likely to affect the consolidated financial statements. To the extent
practicable, provide a description of how the development of such estimates and
assumptions were impacted by such events or activities.
6. Disclosure related to known trends or uncertainties that have had or are reasonably
likely to have a material impact on results of operations should consider changes in
demand for products and services that create or reduce GHG emissions or likely
reputational harm from such emissions, including a discussion of what impact such
changes in demand or reputational harm would have on the registrant’s results of
operations or financial condition, providing a qualitative description as practicable.®
7. Where financial statements presented or incorporated by reference in the registration
statement are required by § 210.4-08(e)(3) of this chapter (Rule 4-08(e)(3) of Regulation
S-X) to include disclosure of restrictions on the ability of both consolidated and
unconsolidated subsidiaries to transfer funds to the registrant in the form of cash
dividends, loans or advances, the discussion of liquidity must include a discussion of the

6 See Sample Letter to Companies Regarding Climate Change Disclosures, available
at https://www.sec.gov/corpfin/sample-letter-climate-change-disclosures.
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nature and extent of such restrictions and the impact such restrictions have had or are
reasonably likely to have on the ability of the parent company to meet its cash obligations.
8. Any forward-looking information supplied is expressly covered by the safe harbor rule
for projections. See 17 CFR 230.175 [Rule 175 under the Securities Act], 17 CFR
240.3b-6 [Rule 3b-6 under the Exchange Act], and Securities Act Release No. 6084 (June
25, 1979).

9. All references to the registrant in the discussion and in this section mean the registrant
and its subsidiaries consolidated.

10. Discussion of commitments or obligations, including contingent obligations, arising
from arrangements with unconsolidated entities or persons that have or are reasonably
likely to have a material current or future effect on a registrant's financial condition,
changes in financial condition, revenues or expenses, results of operations, liquidity, cash
requirements or capital resources must be provided even when the arrangement results in
no obligations being reported in the registrant's consolidated balance sheets. Such off-
balance sheet arrangements may include: Guarantees; retained or contingent interests in
assets transferred; contractual arrangements that support the credit, liquidity or market
risk for transferred assets; obligations that arise or could arise from variable interests held
in an unconsolidated entity; or obligations related to derivative instruments that are both
indexed to and classified in a registrant's own equity under U.S. GAAP.

11. If the registrant is a foreign private issuer, briefly discuss any pertinent governmental
economic, fiscal, monetary, or political policies or factors that have materially affected or
could materially affect, directly or indirectly, its operations or investments by United
States nationals. The discussion must also consider the impact of hyperinflation if
hyperinflation has occurred in any of the periods for which audited financial statements
or unaudited interim financial statements are filed. See § 210.3-20(c) of this chapter
(Rule 3-20(c) of Regulation S-X) for a discussion of cumulative inflation rates that may
trigger the requirement in this instruction 9 to this paragraph (b).

12. If the registrant is a foreign private issuer, the discussion must focus on the primary
financial statements presented in the registration statement or report. The foreign private
issuer must refer to the reconciliation to United States generally accepted accounting
principles and discuss any aspects of the difference between foreign and United States
generally accepted accounting principles, not discussed in the reconciliation, that the
registrant believes are necessary for an understanding of the financial statements as a
whole, if applicable.

13. The term statement of comprehensive income is as defined in § 210.1-02 of this
chapter (Rule 1-02 of Regulation S-X).

(c) Interim periods. 1f interim period financial statements are included or are required to be
included by 17 CFR 210.3 [Article 3 of Regulation S-X], a management's discussion and
analysis of the financial condition and results of operations must be provided so as to enable the
reader to assess material changes in financial condition and results of operations between the
periods specified in paragraphs (c)(1) and (2) of this section. The discussion and analysis must
include a discussion of material changes in those items specifically listed in paragraph (b) of this
section.

(1) Material changes in financial condition. Discuss any material changes in financial
condition from the end of the preceding fiscal year to the date of the most recent interim
balance sheet provided. If the interim financial statements include an interim balance
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sheet as of the corresponding interim date of the preceding fiscal year, any material

changes in financial condition from that date to the date of the most recent interim

balance sheet provided also must be discussed. If discussions of changes from both the

end and the corresponding interim date of the preceding fiscal year are required, the

discussions may be combined at the discretion of the registrant.

(2) Material changes in results of operations.
(1) Discuss any material changes in the registrant's results of operations with
respect to the most recent fiscal year-to-date period for which a statement of
comprehensive income is provided and the corresponding year-to-date period of
the preceding fiscal year.
(i1) Discuss any material changes in the registrant's results of operations with
respect to either the most recent quarter for which a statement of comprehensive
income is provided and the corresponding quarter for the preceding fiscal year or,
in the alternative, the most recent quarter for which a statement of comprehensive
income is provided and the immediately preceding sequential quarter. If the latter
immediately preceding sequential quarter is discussed, then provide in summary
form the financial information for that immediately preceding sequential quarter
that is subject of the discussion or identify the registrant's prior filings on EDGAR
that present such information. If there is a change in the form of presentation from
period to period that forms the basis of comparison from previous periods
provided pursuant to this paragraph, the registrant must discuss the reasons for
changing the basis of comparison and provide both comparisons in the first filing
in which the change is made.

Instructions to paragraph (c): 1. If interim financial statements are presented together with
financial statements for full fiscal years, the discussion of the interim financial
information must be prepared pursuant to this paragraph (c) and the discussion of the full
fiscal year's information must be prepared pursuant to paragraph (b) of this section. Such
discussions may be combined. Instructions 2, 3, 4, 6, 8, and 11 to paragraph (b) of this
section apply to this paragraph (c).

2. The registrant's discussion of material changes in results of operations must identify
any significant elements of the registrant's income or loss from continuing operations
which do not arise from or are not necessarily representative of the registrant's ongoing
business.

[86 FR 2126, Jan. 11, 2021]
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SIFMA appreciates the opportunity to provide this supplemental information. If you have any

uestions or would like to discuss these points further, please feel free to contact me at
, or our counsel Michael Littenberg

& Gray LLP.

Sincerely,

Melissa Mac ?ﬁg}o/‘

Melissa MacGregor
Managing Director & Associate General Counsel

Cec: Mika Morse, Climate Counsel, Office of the Chair, SEC
Michael R. Littenberg
Marc Rotter

Ropes & Gray LLP
Counsel to SIFMA
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