SB 253 vs SB 261

SB 253 focuses on measuring and publicly disclosing companies’ greenhouse gas emissions

SB 261 focuses on assessing and disclosing climate‑related financial risks and how companies manage them. 

Both apply to large companies doing business in California, but they have different revenue thresholds, scopes, and reporting cadences.​

For both laws, the California Air Resources Board (CARB) is the implementing agency and will fund administration through annual fees on covered entities.​

CARB estimates it will cost $14 million annually to enforce the two laws, which have garnered national attention after the Trump administration revoked a Biden-era federal climate disclosure rule.

	SB 253 (Climate Corporate Data Accountability Act)
	SB 261 (Climate‑Related Financial Risk Act)

	· requires covered entities to annually disclose their Scope 1, 2, and eventually 3 greenhouse gas emissions using the Greenhouse Gas Protocol and obtain third‑party assurance over time.​

	· requires covered entities to publish a climate‑related financial risk report describing material climate risks and mitigation/adaptation measures, aligned with TCFD or equivalent frameworks, on a biennial basis.​

	· applies to public and private entities with more than 1 billion dollars in annual global revenue that “do business in California.”​

	· applies more broadly to entities with more than 500 million dollars in annual global revenue that “do business in California,” so many companies below the SB 253 threshold are still captured under SB 261.​

	· companies must submit annual emissions reports (Scope 1 and 2 beginning with 2025 data, Scope 3 beginning with 2026 data) to a designated platform, moving from limited to reasonable assurance for Scopes 1 and 2 and eventually limited assurance for Scope 3.​
	· companies must post a climate‑related financial risk report on their website every two years, addressing governance, strategy, risk management, and metrics/targets for climate risk, consistent with TCFD or ISSB‑style standards.​

	· CARB published narrow rules on Dec. 9 that would require corporations to start reporting scopes 1 and 2 carbon emissions linked directly to their operations and energy purchases by Aug. 10, 2026 and later deadlines for Scope 3 and annual updates thereafter.

· CARB proposed an initial SB 253 reporting deadline of 10 August 2026, applicable only to the first reporting year. The company’s fiscal year will dictate which year of emissions data should be reported:
Fiscal years ending between 1 January 2026 and 1 February 2026 → Report using data from the fiscal year ending in 2026
Fiscal years ending 2 February 2026 and 31 December 2026 → Report using data from the fiscal year ending in 2025 (can report using data from the fiscal year ending in 2026 if such data exists)

· The narrow draft rules published on Dec 9 also proposes a flat fee that would be divided evenly among businesses
	· initial statutory reporting date is January 1, 2026, but implementation is presently paused under a Ninth Circuit injunction and CARB enforcement advisory, with an alternate reporting date to be set once litigation is resolved.​ Read more HERE.

	· The draft rule stopped short of finalizing broader reporting rules and a list of companies that will be subject to them. (CARB previously published a preliminary draft list of 4,159 companies that may be subject to the laws.)
	· The draft rule stopped short of finalizing broader reporting rules and a list of companies that will be subject to them. (CARB previously published a preliminary draft list of 4,159 companies that may be subject to the laws.)

	· allows administrative penalties up to hundreds of thousands of dollars per year for non‑compliance with emissions reporting
	· authorizes lower penalty caps for failures related to the climate‑risk report.​



Lawsuit Update

CARB is fighting a lawsuit led by the U.S. Chamber of Commerce, which argues the two laws violate businesses' First Amendment rights. A federal appeals court issued a preliminary injunction in November, temporarily halting SB 261, which would have taken effect on Jan. 1. Companies should still prepare to comply in case the court case does not go the complainants’ way, but the SB 261 required climate‑related financial risk report does not have to be put on companies’ websites or added to CARB’s public docket at this time.

The Ninth Circuit is currently scheduled to hear oral arguments on January 9, 2026. This will provide at least a temporary reprieve of reporting requirements. However, this pause may only last as long as it takes for the Ninth Circuit to issue an opinion. The length of any pause will depend upon (1) how long it takes for the Ninth Circuit to issue a final decision on the preliminary injunction; (2) the result of the decision; (3) whether the decision is appealed to the U.S. Supreme Court; and (4) whether the U.S. Supreme Court issues a stay pending appeal in the event of any such appeal. 

On December 1, 2025 and in response to the injunction granted by the Ninth Circuit, CARB posted on its website that it will not enforce SB 261 against companies that do not post and submit climate-related financial risk reports by the January 1, 2026 statutory deadline.

Feedback Needed from CRA members (and companies are encouraged to submit their own letters and public comments/testimony as well)

The Dec 9 draft rule CARB released kicked off a 45-day public comment period ahead of a scheduled vote at the agency’s Feb. 26 meeting. 

Get more information HERE.

Please send feedback on the draft rules to sarah@calretailers.com by Wednesday, February 4, 2025 to submit the letter in time and prepare comments for the Feb. 26 meeting.

Notes from last (third) public workshop CARB held for rulemaking on SBs 253 and 261 as amended by 219

CARB has received over 500 letters and 900 inquiries (emails) on the regulations.

CARB posted an updated FAQ document in response to comments received: FAQs Regarding California Climate Disclosure Requirements (updated 11/17/25)

CARB slides are available HERE.



Preliminary Number of Regulated Entities: 

- Corporate tax filings with the Franchise Tax Board (FTB) will be used moving forward to help CARB keep a more accurate list. This information is included in updated FAQ posted on Nov. 17, 2025.

Definitions:

- Revenue: will match what is in the CA Revenue and Taxation Code, verified through FTB tax filings.

- Doing Business in CA: CARB is refining this. Proposing to use definition from RTC, but omitting sections relating to property holdings and payroll to ensure entities have a significant economic nexus within CA to apply.

- Parent-subsidiary: CARB is proposing using direct corporate association. 

- CARB developed flow charts to assist with definitions. Included in updated FAQ linked at top of this document.

SB 261 Reporting Deadline:

- First reports are due Jan. 1, 2026 per statute.

- Q1 2026 initial board hearing

- Aug. 10, 2026: proposed due date for SB 253 scope 1 and 2 reports

- Sept. 10, 2026: proposed date for SBs 253 and 261 fee assessment

- Extended timeline does not impact this deadline.

- Detailed SB 261 reporting checklist is on CARB’s website.

- CARB went over minimum reporting requirements.

SB 253:

- CARB is evaluating/reviewing feedback received after comment closure (10/27/25)

- CARB is looking ahead to Scope 3 emissions. Collecting feedback now on scope 3 categories. Reporting for scope 3 is not due until 2027.

Public Comments:

Specific Questions CRA Asked:

SB 253 Draft Template 
We request confirmation from CARB, related to the draft template for SB 253 compliance CARB published on October 10, that if a company uses a more up-to-date GWP factor than what the template is keyed to (AR6 instead of AR4), would the company still be considered in compliance? We understand that the template is both draft and, for now, optional, but we do want to make sure companies are not being penalized for using more updated GWP factors. The CARB template is using an outdated version of a standard and many, if not most, companies that fall under SB 253 are using the newer version. 

Companies should be allowed to choose the IPCC AR report utilized. (Many companies use the latest of AR6, but it appears CARB is asking for AR4) 

CARB: The template offers an option to choose any reputable sources of GWP and reporting template is optional usage. Companies can use guidance there or use something else that they have already been doing to report data the first year.

“Climate-Related Financial Risk” 
The California Retailers Association is concerned that “Climate-Related Financial Risk” will ask organizations to submit hard numbers on climate disclosures. Many companies do not want to disclose exact numbers due to the costly and overly burdensome operational lift and confidentiality standards. 

CARB: Look at SB 253 enforcement notice – companies can use requirements on the enforcement notice on the release, but do not need to report more details beyond that.

Disclosure Submission 
The California Retailers Association requests clarity from CARB on whether data is for Fiscal Year or Calendar Year, recognizing that companies have different year ends. CARB needs to keep the time of compiling data as equitable as possible for all companies. 

CARB: For SB 261, companies can use most available data for reporting and are urged to use most available guidance.

Scope 3 Reporting 
For Scope 3 emissions, the California Retailers Association is requesting clarity from CARB on whether the Board is expecting all categories to be reported or only those that a company considers material? If CARB hasn't acknowledged that only material categories need to be reported, CRA recommends that CARB clarify that only material Scope 3 categories be required to be reported. 

CARB: Materiality and scope 3 will be further clarified next year in additional rulemaking that will have a new public feedback period opened for this type of feedback.

Other Public Comments:

Q. Revenue threshold: do revenue subsidiaries count?
A. it depends on the tax filing. If filed with parent company under FTB yes, if filed separately, then no they would be counted as separate.

Q. Subsidiaries – reporting relationships
A. If parent company is out of scope, a parent company has the option to report on behalf of its subsidiaries.

Q. Spreadsheet formatting for reporting.
A.  Looking into and developing reporting format in detail in subsequent rulemaking. 

Q. Scope 1 and 2 template – CA specific standard. Safe Harbor for SB 261 reporting. Clear designation for what is public vs confidential and protected. Reg package release timing.
A. Board hearing is in Q1 2026, then package will be presented and a 45-day comment period will start, then presented to board. 

Q. Exemptions in slide deck today. Wholesale electricity transactions.
A. CAISO would be excluded based on what CARB is proposing as non-profits are exempted.

Q. Leaving docket open until July 1, 2026 (after being opened Dec. 1, 2025) – gives impression that disclosures can be amended later. 
A. CARB is trying to ensure everyone has an equal opportunity to come into compliance. Jan. 1, 2026, is the report deadline, but we did not think it is fair to have docket only open for a short time. If folks do not get around to updating that is fine. We are trying to be flexible, so people have ample time to know where the report lives.

Q. Confirmation of any deadline changes.
A. June 20, 2026 pushed to Aug. 10, 2026 to account for entities covered under both programs; based on when FY ends, report either most recent FY or FY before. Gives at least 6 months of time to compile data.

Q. Assurance in 2026
A. We are not saying no assurance in 2026. We are saying give us what you have. 2026 will have limited assurance meaning CARB is telling regulated entities to give them what you have or what you are already planning to collect or were collecting when CARB’s enforcement was released in December 2024. If you have data that is not assured, that is also OK. Enforcement notice only applies to first year of reporting in 2026. 

Q. Parent is not covered entity, but subsidiary is.
A. Yes, a parent company can submit on behalf of subsidiary.

Q. Can companies rely on FTB data?
A. companies can rely on FTB data for doing business in CA, but each entity needs to look at each filing to see what sales in CA were. For 2024, its $735,000. Need to determine if you meet that threshold.

Q. Fees paid on same deadlines?
Invoices will be issued after board adopts regulation.

Q. Reporting deadlines
A. SB 261: Jan. 1 is the recurring deadline every two years; SB 253: first year 2026 scope 1 and 2 deadline is Aug. 10, 2026. Future years (2027+) will be established at a future rulemaking focused on SB 253.

Q. Doing Business in CA – no sales, only employees, specifically telework.
A. If you only have teleworking employees in CA, you do not have to report. Only sales portion of FTB data is being used now under CARB’s new proposed definition of doing business in CA. CARB is open to feedback and suggestions on updating definitions to account for telework in the regulatory package.

Q. Can a parent company file for SB 261 and then file for individual subsidiary level for SB 253?
A. Yes, that is fine – to report at parent level for 261 and at the subsidiary level for 253 as long as a report is being filed for each reporting program.

Q. New Aug 10 deadline for scope 1 and 2 in 2026, if FY ends after Feb 2, 2026, option to use more recent FY 2026 data for Aug 10 submission?
A. Yes, if you are confident, that is acceptable. 

Q. Parent company in scope w/consolidated operations, reporting full scope of those operations would still satisfy reporting requirements for individual legal entity w/revenue in scope and a CA subsidiary in scope?
A. Yes, parent companies can report on behalf of their subsidiaries. Over reporting on subsidiaries that are out of scope is fine too.

Q. Where do reports need to be posted?
A. Financial risk reports need to be posted on company’s own website and a link provided to CARB. CARB will post a public docket where the link also needs to be shared.

Q. Can a consolidated report be provided on one website for all 80 of our hospitals by the Jan. 1, 2026 deadline?
A. Yes, all 80 hospitals can be included under one consolidated report.

Q. Emissions boundaries
A. Report needs to include emissions not just within CA state boundaries but all operational boundaries of your business. 

Q. Company listed three times in CARB preliminary list. What types of tax are we talking about? Property, sales, income, etc?
A. We considered parent companies when putting together the preliminary list. So subsidiaries are also included, aggregated up to the parent level. CARB’s approach to assessing the fee will be on an individual basis with a bottom-up approach. Each subsidiary will need to assess if they are subject to the fee or not.

Q. Our product goes into CA (sold to grocery stores), but company does not file any tax returns/filings into CA. We meet income threshold in CA. Are we subject to these regulations?
A. If you are not currently filing taxes in CA, you are not meeting any of the definitions (sales, property, payroll) so you likely are not meeting the sales threshold and not subject to regulations.

Q. Format for SB 253 scopes 1 and 2 reporting. 
A. Give us what you have, do not have to use the format CARB provided.

Q. Fees
A. Fee is assessed individually for each covered subsidiary. A parent company can pay all fees in one combined payment or each subsidiary can pay their own fee.

Q. SB 261 statement submission confirming what company has followed and will be doing in the future for the regulation. Is that to be posted on our website or docket.
A. Statement ideally be in report itself, report be posted on the company website and the link submitted to CARB’s public docket.

Q. SB 253 template not required in 2026 but twill there be a version that is required in future years?

