
 
 

ATLANTA CHICAGO CINCINNATI CLEVELAND COLUMBUS DAYTON NEW YORK WASHINGTON, D.C. 

 ATTORNEY ADVERTISING 

ESG Collaborative Update 

September 15, 2023 

Preparing for New California Climate Risk and Emissions Disclosure Laws 

Recently, the California Legislature passed two bills relating 

to climate risk and emissions disclosures that could impact 

thousands of companies doing business in California. The 

Climate-Related Financial Risk Act would require companies 

to report biennially on climate-related financial risk, and the 

Climate Corporate Data Accountability Act would require 

companies to publicly disclose their scope 1, 2 and 3 

greenhouse gas emissions. 

Corporate Climate Data Accountability Act (SB 
253) – Scope 1, 2 and 3 Greenhouse Gas 
Emissions  

Applicability 

The Corporate Climate Data Accountability Act (SB 253) 

would apply to U.S. companies – whether public or private 

– with annual total revenues in excess of $1,000,000,000 

that “do business” in California. The revenue threshold is 

based on the company’s revenue for the prior fiscal year. 

Timing 

SB 253 would require the state board to develop and adopt 

regulations, on or before January 1, 2025, to require 

reporting companies to annually disclose their scope 1, 2 

and 3 emissions. 

The regulations would require companies to comply with 

the following disclosure timeline: 

• 2026: Starting in 2026, and annually thereafter, 
companies would be required to publicly disclose all 

scope 1 and scope 2 emissions for their prior fiscal 
year. 

• 2027: Starting in 2027, and annually thereafter, 
companies would be required to publicly disclose their 
scope 3 emissions no later than 180 days after 
disclosure of their scope 1 and 2 emissions. 

Disclosure Requirements 

Beginning in 2026, companies would be required to: 

• Measure and report their emissions of greenhouse 
gases: Companies would be required to report their 
emissions in conformance with the Greenhouse Gas 
Protocol standards and submit a disclosure to an 
emissions reporting organization (to be determined by 
the state board).   

• Assurance engagement: Companies would also be 
required to obtain an assurance engagement, 
performed by an independent third-party assurance 
provider (first at the limited assurance level (for scope 
1 and 2 emissions starting in 2026), then at the 
reasonable assurance level, with assurance for scope 3 
emissions phased in later than for scope 1 and 2 
emissions).  

• Minimizing duplication: To comply with this bill, 
companies would be permitted to submit “reports 
prepared to meet other national and international 
reporting requirements, including any reports required 
by the federal government, as long as those reports 
satisfy all of the requirements of [the California bill].” 

Administrative Requirements  

Under SB 253, companies would be required to comply with 

the following: 

https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=202320240SB253
https://ghgprotocol.org/standards
https://ghgprotocol.org/standards
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• Fees: Companies would pay an annual filing fee to the 
state board. The state board would set the fee at an 
amount sufficient to cover the full costs of 
administering and implementing the bill.  

Penalties   

Under SB 253, the state board would be authorized to 

sanction any company that fails to file, files late, or fails to 

meet the disclosure requirements by imposing a fee, not to 

exceed $500,000 in a reporting year. The state board would 

be permitted to consider certain mitigating factors, such as 

the company’s past and present compliance with the 

disclosure requirements and whether the company took 

good faith measures to comply with the requirements.  

• Scope 3 exception: Companies will not be subject to a 
penalty for any misstatements relating to scope 3 
emissions disclosures if they are made with a 
reasonable basis and disclosed in good faith. Until 
2030, penalties for scope 3 emissions are limited to the 
company’s failure to file. 

Climate-Related Financial Risk Act (SB 261)  

Applicability 

The Climate-Related Financial Risk Act (SB 261) would apply 

to U.S. companies – whether public or private – with annual 

total revenues in excess of $500,000,000 that “do business” 

in California. The revenue threshold is based on the 

company’s revenue for the prior fiscal year. Companies that 

are subject to regulation by the California Department of 

Insurance or are in the insurance business in another state 

are not covered. 

Timing  

SB 261 would require companies to prepare a climate-

related financial risk report biennially, beginning on or 

before January 1, 2026. 

Disclosure Requirements 

Under SB 261, companies would be required to disclose the 

following in a climate-related financial risk report:   

• Climate-related financial risk: Disclosures would be 
made in accordance with the recommended framework 

in the Final Report of Recommendations of the Task 
Force on Climate Change-Related Financial Disclosures, 
and;  

• Measures adopted to reduce and adapt to climate-
related financial risk.  

Administrative Requirements 

Under SB 261, companies would be required to comply with 

the following:   

• Public availability: Companies would be required to 
make a copy of their climate-related financial risk 
report publicly available on their company websites.  

• Consolidation: Companies would be permitted to 
consolidate reports at the parent company level.  

• Fees: Companies would pay an annual filing fee to the 
State Air Resources Board (the “state board”). The 
state board would set the fee at an amount sufficient 
to cover the full costs of administering and 
implementing the bill.  

If a company does not complete a report with the required 

disclosures, the company would provide the recommended 

disclosures to the best of its abilities, including a detailed 

explanation for any gaps and a description of how the 

company plans to prepare the disclosures going forward.  

Penalties   

Under SB 261, the state board would be authorized to 

sanction any company that fails to publish the report on the 

company’s website by imposing a fee, not to exceed 

$50,000 in a reporting year. The state board would be 

permitted to consider certain mitigating factors, such as the 

company’s past and present compliance with the disclosure 

requirements and whether the company took good faith 

measures to comply with the requirements.  

What’s Next?  

Both the Climate-Related Financial Risk Act and the Climate 

Corporate Data Accountability Act recently passed the 

California State Legislature and are headed to Governor 

Gavin Newsom’s desk. Governor Newsom has until October 

14, 2023 to sign, veto, or let the bills pass into law without 

signing. Companies should begin preparing for these bills to 

become law. 

https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=202320240SB261
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://www.assembly.ca.gov/schedules-publications/legislative-deadlines
https://www.assembly.ca.gov/schedules-publications/legislative-deadlines
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FOR MORE INFORMATION 

For more information, please contact: 

Jurgita Ashley 

216.566.8928 

Jurgita.Ashley@ThompsonHine.com 

Heidi B. (Goldstein) Friedman 

216.566.5559 

Heidi.Friedman@ThompsonHine.com 

Tanya C. Nesbitt 

404.407.3605 

Tanya.Nesbitt@ThompsonHine.com 

Julia Miller 

216.566.5831 

Julia.Miller@ThompsonHine.com 

Kellie R. Tomin* 

216.566.5673 

Kellie.Tomin@ThompsonHine.com 

*2023 graduate of Loyola University Chicago School 

of Law; not yet licensed to practice 

or another member of our ESG Collaborative. 

This advisory bulletin may be reproduced, in whole or in part, with 
the prior permission of Thompson Hine LLP and acknowledgment 
of its source and copyright. This publication is intended to inform 
clients about legal matters of current interest. It is not intended as 
legal advice. Readers should not act upon the information 
contained in it without professional counsel.  

This document may be considered attorney advertising in some 
jurisdictions.  

© 2023 THOMPSON HINE LLP. ALL RIGHTS RESERVED. 

https://www.thompsonhine.com/professionals/ashley-jurgita
mailto:Jurgita.Ashley@ThompsonHine.com
mailto:Heidi.Friedman@ThompsonHine.com
mailto:Heidi.Friedman@ThompsonHine.com
https://www.thompsonhine.com/professionals/miller-julia
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https://www.thompsonhine.com/services/esg-collaborative
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