Four Steps to
Become Compliant
with California

SB 253 and SB 261

SB 253 Overview SB 261 Overview

The Climate Corporate Data Accountability Act The Climate-Related Financial Risk Disclosure Act

applies to companies with over $1 billion in applies to companies with over $500 million in

revenue doing business in California, and revenue doing business in California, and requires

mandates eligible corporations to report their eligible corporations to disclose their climate-

greenhouse gas (GHG) emissions. related financial risks and strategies to mitigate
those risks.

GHG Protocol: The most widely used international

accounting tool for understanding, quantifying, Task Force on Climate-Related Financial

and managing GHG emissions. It defines Scopes Disclosures (TCFD): The primary reporting

1-3 as the following: framework for disclosing climate-related financial

risks under SB 261, under the umbrella of ISSB.
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Scope 1. Scope 2: Scope 3:
Direct emissions Indirect emissions  All other indirect
from owned or from the generation emissions, such as TCFD provides guidance on governance, strategy,
controlled sources. of purchased from suppliers and risk management, and metrics/targets that
energy. transportation. companies should use to report how climate

change affects their financial performance and
risk management strategies.
International Sustainability Standards Board

(IssB): A body established to develop Companies are expected to evaluate physical
comprehensive global standards for risks (e.g., climate impacts on supply chains) and
sustainability-related disclosures. transition risks (e.g., risks from policy changes or

market shifts toward low-carbon technologies).
Third-Party Assurance: Under SB 253, companies

must obtain third-party assurance or verification SEC’s Proposed Climate Disclosure Rules:

of their emissions data, particularly for Scope 1 SB 261 aligns with the direction of the Securities
and Scope 2, based on standards like the and Exchange Commission (SEC), which has
International Standard on Assurance proposed rules requiring publicly traded
Engagements (ISAE 3410) or ISO 14064-3 for GHG companies to disclose climate-related risks and
verifications. impacts, consistent with TCFD.

Steps to become compliant

SET THE Understand each bill's eligibility
requirements and the reporting

STAGE frameworks used.

EXECUTE Begin working with suppliers to
THE PLAN gather data and ensure compliance.

ADDRESS Develop and communicate supplier
THE RISK emissions performance goals.

% SUPPORT Provide ongoing decarbonization

direction and support for high

SUPPLIERS emission suppliers.

Read the blog series at Avetta.com to learn how
to successfully navigate SB 253 and SB 261.
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