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1. Statement of the need for the proposed major regulation.
The Climate Corporate Data Accountability Act requires U.S.-based entities with more than $1 billion in annual revenue that do business in California to annually report all GHG emissions including direct emissions
(Scope 1), indirect emissions from consumed energy (Scope 2), and indirect upstream and downstream GHG emissions along value chains (Scope 3, starting for reporting year 2027).

The Proposed Regulation establishes the GHG reporting requirements under Health and Safety Code section 38532 for 2027 and subsequent years. Specifically, the regulation specifies the data that entities are
required to report, the deadline for reporting that data, data assurance requirements, and requirements for how the data should be submitted.

CARB is promulgating the Proposed Regulation pursuant to statutory direction in Health and Safety Code section 38532, which requires CARB to develop and adopt reporting-related regulations to implement the
statutory programs. The Proposed Regulation aims to minimize the cost of this reporting program by providing reporting clarity and aligning requirements with widely used, international reporting frameworks like the
GHG Protocol, consistent with statutory direction in section 38532.

2. The categories of individuals and business enterprises who will be impacted by the proposed major regulation and the amount of the
economic impact on each such category.
Staff estimate that approximately 2600 entities will be impacted in total, each of whom is a U.S. based

entity with more than $1 billion in annual revenue and does business in California. These entities are
distributed across all the major industries. There are more than 700 impacted entities in the manufacturing
industry, the highest among all industries, which accounts for about 30% of the total number of regulated
entities. The estimated average cost per entity is about $158,000 annually, less than 0.02% of the
minimum $1 billion annual revenue threshold. A detailed distribution of costs across industries is provided
in the SRIA (Table 6).

3. Description of all costs and all benefits due to the proposed regulatory change (calculated on an annual basis from estimated date of filing
with the Secretary of State through 12 months after the estimated date the proposed major regulation will be fully implemented as
estimated by the agency).

Costs: The direct compliance cost is composed of Scope 1-3 greenhouse gas emissions reporting costs and the cost of third-party data assurance. The initial reporting cost is approximately $320 million total in 2027,
and decreases to $242 million total in 2028 and all subsequent years. The annual assurance cost is approximately $141 million for all years. The total initial cost is approximately $461 million in 2027, and the total

annual ongoing cost is approximately $383 million in 2028 and all subsequent years.

Benefits: The primary benefits of the standardized disclosures established by the Proposed Regulation are enhanced corporate transparency. The reporting framework established by this Proposed Regulation will
yield more rigorous, standardized, and verifiable emissions data, which will be more accessible and usable for investors, consumers, and other stakeholders’ decision-making. The Proposed Regulation also helps
support a program that involves further quantification and reporting of regulated entities’ GHG emissions, which CARB anticipates will ultimately result in beneficial voluntary reductions in GHG emissions following
improved accounting, although the extent of any such GHG reductions is not quantifiable at this time. There is potential for economic benefits as found in a report using data on voluntary disclosures that found for
every dollar invested in emissions reduction generates an average of US$2.4 in return, and in some cases up to US$7 over its lifetime.

4. Description of the 12-month period in which the agency estimates the economic impact of the proposed major regulation will exceed
$50 million.

The Proposed Regulation would be fully implemented in 2027 and is estimated to result in an annual
economic impact exceeding $50 million starting in 2027. Staff have estimated that the proposed regulation
will increase California output by about $96 million in 2027 and $54 million in 2028.
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5. Description of the agency’s baseline:

The California Corporate Greenhouse Gas Reporting and Climate-Related Financial Risk Disclosure Initial
Regulation established the administration fee for CARB to implement this proposed regulation under Health
and Safety Code section 38532, as well as several key definitions related to greenhouse gas emissions
reporting. It was approved by CARB in February of 2026. The Initial Regulation has also been reflected in
the baseline. The baseline also takes into account the extent to which regulated entities are already
reporting similar information to other jurisdictions, either through existing mandatory reporting programs or
voluntary reporting practices.

6. For each alternative that the agency considered (including those provided by the public or another governmental agency), please describe:
a. All costs and all benefits of the alternative
b. The reason for rejecting alternative

Alternative 1: Scope 3 reporting requirements would only apply to reporting entities in the Transportation and Industrial sectors—the largest sources of statewide GHG emissions as identified in the California GHG
Emission Inventory Program.

a. Alternative 1 costs $1.65 billion, approximately 2% more than the Proposed Regulation, but the majority of entities (62%) would face lower reporting costs compared to the Proposed Regulation. Under this
Alternative, a smaller subset of reporting entities (38%) would access the full potential benefits compared to the Proposed Regulation.

b. Alternative 1 is rejected in order to ensure that reporting capability is built across all sectors in the state of California to prevent the emergence of gaps in reporting across sectors over time. Given the need to build
entities’ Scope 3 reporting, staff consider it important that all reporting entities begin putting in place protocols and building capacity for supply chain traceability needs from the outset of this reporting program.

Alternative 2: more stringent Scope 3 reporting requirement on all entities.

a. Alternative 2 costs $2.11 billion, approximately 31% more than the Proposed Regulation. This is because all reporting entities would be required to report GHG emissions across all fifteen Scope 3 categories. All
the reporting benefits would be maximized under Alternative 2.

b. Alternative 2 is rejected in order to allow reporting entities to focus on the more widely reported Scope 3 categories, and gives reporting entities more time to build knowledge and expertise for reporting other
emissions categories.

7. A description of the methods by which the agency sought public input. (Please include documentation of that public outreach).

Staff have been engaging with the public on the development of the Proposed Regulation for more than a year through workshops, numerous
meetings with individual stakeholders, and a variety of publicly issued resources. Staff held a series of public workshops in May, August, and
November 2025 to provide clarity on components of Health and Safety Code section 38532, including the scope of the initial rulemaking and
this Proposed Regulation.

Staff conducted a public workshop specific to the Proposed Regulation on March 23, 2026 to publicly present initial staff concepts on policy
topics, updates on rulemaking timeline, and key elements of the cost-benefit analysis of the Proposed Regulation, including a solicitation of
alternatives, as required under the SRIA process.

Workshop materials and public comments received are posted on the Climate Disclosure Meetings and Workshops page:
https://ww2.arb.ca.gov/our-work/programs/corporate-ghg-reporting/climate-disclosure-meetings-and-workshops

8. A description of the economic impact method and approach (including the underlying assumptions the agency used and the rationale and
basis for those assumptions).

The economic impact is estimated using REMI Pl+ two-region model: California and the rest of the U.S.
Reporting costs are modeled as an increase in production costs to reporting entities and distributed across
the two regions based on industry output shares. Changes in exogenous final demand for reporting and
assurance services are also distributed across the two regions.
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