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Using Artificial Intelligence to Adapt to Increased Environmental Enforcement

Environmental issues have been gaining attention in the 
public square for quite some time, but government entities 
have been slow to take action to combat concerns. But that is 
changing, and technologies can assist in managing increased 
regulatory scrutiny on environmental activities.1

Increased Federal Focus 
Since his inauguration, President Biden has taken actions that suggest a shift in federal 
policy toward environmental issues. On his first day in office, Biden rejoined the Paris 
Agreement, revoked the permit for the Keystone XL pipeline, and established a moratorium 
on federal leases in the Arctic National Wildlife Refuge. Shortly thereafter, Biden issued an 
executive order, Tackling the Climate Crisis at Home and Abroad, which sought to enhance 
global action on climate change by combining both domestic and international efforts.2 
Each action suggests that the Biden administration will continue to place importance on 
climate-related issues.

In addition to the executive branch, federal regulatory agencies have increased their efforts 
on environmental-related issues. In March 2021, the Securities and Exchange Commission 
(SEC) requested input from the public on its required climate-related disclosures “with an 
eye toward facilitating the disclosure of consistent, comparable, and reliable information on 
climate change.”3 The request followed recommendations from the SEC’s Investor Advisory 
Committee and the Evironmental, Social and Corporate Governance (ESG) Subcommittee 
of the SEC Asset Management Advisory Committee to update standards and reporting 
requirements for corporate issuers related to environmental factors.4 

1 The authors would like to thank Brad Wilson and Kelli Foy for their contributions to drafting this thought-leadership 
article.

2 White House, Executive Order on Tackling the Climate Crisis at Home and Abroad (January 27, 2021), available at: 
https://www.whitehouse.gov/briefing-room/presidential-actions/2021/01/27/executive-order-on-tackling-the-cli-
mate-crisis-at-home-and-abroad/ 

3 Allison Herren Lee, Public Input Welcomed on Climate Change Disclosures, SEC public statement (March 15, 2021), 
available at: https://www.sec.gov/news/public-statement/lee-climate-change-disclosures 

4 SEC, Potential Recommendations of ESG Subcommittee, Asset Management Advisory Committee (December 1, 2020), 
available at: https://www.sec.gov/files/potential-recommendations-of-the-esg-subcommittee-12012020.pdf 
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Intensified State-Level Enforcement 
Along with the mounting pressure at the federal level, there is an expectation that state attorneys 
general will intensify environmental enforcement actions. Recently, many state attorneys general 
have signaled their intent to put environmental issues front and center with the creation of 
dedicated environmental justice units. These units often initiate independent litigation while 
also lending support to nonprofit and community-driven environmental efforts. 

In addition to the generalized efforts of the environmental justice units, state attorneys general 
have shown their specific intentions through multistate-initiated lawsuits, including: 

 – A nine-state suit against the Environmental Protection Agency (EPA) challenging 
a temporary policy that allowed the agency some enforcement discretion for 
noncompliance resulting from complications of the COVID-19 pandemic

 – A twenty-one-state suit challenging eased restrictions for coal-fired power plants

 – A twenty-one-state suit calling for review of the EPA’s rescission of emissions 
regulations for methane and other volatile organic compounds from new 
sources in the energy sector

Companies Need to Prepare 
With the onslaught of new environmental regulations, disclosures, and enforcement, companies 
should take stock on how the changes may impact them and their businesses. Although it may 
be easy to assume that the enhanced environmental policies do not apply to a company because 
the company does not, for example, release contaminants from its operations or conduct work 
in the green energy sector, there still may be applications to its business. Consider the following: 

 – Will your investors/shareholders expect disclosures related to ongoing efforts 
to combat climate change? If those disclosures are not robust enough, will you 
become the subject of activist investor pursuits? Exxon Mobile Corp recently 
lost at least two board members to activist hedge fund Engine No. 1 due to its 
failure to “adjust its business strategy to match global efforts to combat climate 
change.”5 Could your board seats also be at risk? 

 – Do you rely on a network of contractors to support your ongoing operations? 
Are they subject to compliance or reporting standards that may impact your 
bottom line? In December 2020, Home Depot agreed to a $20.75 million 
penalty from the EPA and Department of Justice for its failure to hire qualified 
contractors to complete customers’ painting projects.6 Are you at risk for similar 
contractor failures? 

 – What regulatory requirements apply to your business in the environmental 
sphere? With the quickly changing landscape, are your records and processes 
sufficiently maintained to keep up with changes as they arise? 

5 Jennifer Hiller and Svea Herbst-bayliss, “Exxon loses board seats to activist hedge fund in landmark climate vote,” Reu-
ters (May 26, 2021).

6 Dave Sebastian, “Home Depot to pay $21 million penalty for alleged lead-safety violations,” The Wall Street Journal (De-
cember 17, 2020). 

Although it may be easy to assume that the enhanced environmental policies 
do not apply to a company because the company does not, for example, 

release contaminants from its operations or conduct work in the green energy 
sector, there still may be applications to its business. 
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Accelerated Adoption of AI 
With the evolving nature of these changes, it is important for companies to think proactively 
about how they can address these issues. Two up-and-coming technologies that companies 
should consider leveraging are artificial intelligence (AI) and robotic process automation (RPA). 
AI and RPA can instill greater efficiency and reduce manual errors in responding to issues as 
they arise, whether due to government investigations or enhanced reporting and disclosure 
requirements.

Companies have accelerated their adoption of AI and RPA to revamp business models during 
the pandemic to address budget contraints and employee telework. These same technologies 
can be used to advance compliance goals, support risk management functions, and address 
these continuously evolving risk areas proactively. Examples of how companies are adopting 
AI and RPA to bolster environmental sustainability and related compliance functions include:

 – In consumer goods, AI can transform compliance through better monitoring. 
AI can flag noncompliant behavior toward EPA or environmental standards 
in which documentation is not being completed properly. AI can help reduce 
errors while avoiding costly EPA penalties.

 – In manufacturing, AI can help automatically alert on risky third-party 
transactions for subcontractors not meeting environmental certifications or 
training requirements. AI-driven tracking can enable better environmental 
accountability to both companies and third parties.

 – In financial services, RPA can perform routine compliance checks of 
environmental metrics prior to reporting on ESG dislosures to increase 
reporting quality and transparency. RPA can enable more efficient systems.
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Challenges of Tech Adoption
As executives implementing these technologies have focused on aligning business goals to 
increase profitability, focus also must be placed on recognizing and mitigating potential 
pitfalls. While AI can provide increased quality and productivity, companies must balance 
these advances with data-privacy regulatory requirements to safeguard sensitive information. 
AI models require vast amounts of current and historical data to be leveraged properly, and 
these repositories sometimes overlook specific sensitive data types being stored by the models.

Another obstacle companies might face with deploying AI is identifying the large historical 
data sets needed to train and optimize the AI models being built—often needing to be 
anonymized and shared between companies. The vast amounts of sensitive information 
interwoven into corporate repositories are also reasons why this information has been 
kept in-house and not shared across industries to further the advancement of AI models. 
This data scarcity has challenged some industries’ advancements of AI—most notably 
advancements in cybersecurity—for which information often is kept in-house due to 
sensitivities with data privacy.

Companies also must balance their own carbon footprints with the operation of AI technology, 
which may even counteract their intended purpose. The operation of deep learning models, 
an increasingly power-hungry AI method used for computer vision and natural language 
processing, requires complex computations run by large computing systems that require 
scalable energy sources to be powered. A Montreal-based research institite, Mila, recently 
released a free open-source software tool called CodeCarbon. CodeCarbon is designed 
to estimate the carbon emission of AI models based on publicly available data about the 
fossel-fuel mix at energy providers in a geographic area.7 Although the carbon footprint to 
operate AI models is not currently a reportable metric, it is important for companies to 
enhance reporting and disclosure requirements as ESG disclosures continue to evolve and 
federal regulations mature. 

The adoption of innovative AI and RPA technologies will continue to be a balancing act for 
companies. Increased federal focus on climate-related disclosures and intensified enforcement 
on environmental regulations will require companies to evaluate the cost and benefits of 
AI adoption. These decisions will involve awareness and measurement of the technology’s 
impact on the environment.

7 Mila, “Top AI Experts Create CodeCarbon, a Tool to Track and Reduce Computing’s CO2 Emissions,” press release 
(December 1, 2020).

The vast amounts of sensitive information interwoven into corporate 
repositories are also reasons why this information has been kept in-house  

and not shared across industries to further the advancement of AI models.
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improvement and advisory. Headquartered in California with offices around the world, we are 
an integrated group of experts, industry leaders, academics, data scientists, and professionals 
working beyond borders and disciplines. We harness our collective expertise to deliver the inspired 
insights and practical strategies our clients need to stay ahead of what’s next. Visit thinkbrg.com 
for more information. 
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