Society for Corporate Governance
Proposals for CARB SB 253/SB261 Additional Enforcement Relief

	Issue
	Addressed by CARB?
	Additional Relief Requested

	1. Pending rulemaking, many companies are uncertain as to whether they are in scope of SB 253 and SB 261. Even after key concepts, such as “doing business in California,” are clarified under final CARB rulemaking, companies will need time to prepare applicable reporting by the initial reporting dates outlined by the legislature.

	Not covered by existing CARB guidance on enforcement relief. 

For example, the December 2024 CARB enforcement notice re: SB 253 states that “CARB will not take enforcement action for incomplete reporting against entities” (emphasis added) for the first SB 253 report. 

The July 2025 CARB FAQs acknowledge that non-CA entities may be in scope depending on “the company’s circumstances and how the applicability provisions are ultimately drafted,” but do not specify any enforcement relief to address the uncertainty. Re: SB 261, the FAQs state generally that “‘good faith’ consideration is part of CARB’s enforcement discretion in considering penalties for reporting violations” under SB 261.  

	Clarify that “good faith compliance” for purposes of both SB 253 and SB 261 includes an entity’s good faith interpretation of whether it is in scope. 

For example, CARB should not take enforcement action against any entity that determines it is not required to report under either SB 253 or SB 261 based on its good faith interpretation of CARB’s existing guidance through July 2025. 

To reduce unnecessary compliance risks, also clarify that:
· For any entity that is neither incorporated nor headquartered in California, CARB would not take enforcement actions against such an entity unless it (1) is registered with the CA Secretary of State to transact business, and (2) has not otherwise made a “good faith” compliance effort as further discussed herein;
· CARB would not take enforcement actions against any entity that is not required to pay California franchise tax in California.  

	2. Pending rulemaking to clarify that companies may report either on a consolidated parent basis or at the level of the in-scope entity, companies are uncertain of what they will need to do to comply. Companies need lead time to determine whether and which parent/subsidiary entity(ies) will need to or may be permitted to report, and to prepare any such disclosures in advance of the initial reporting dates outlined by the legislature.

	Not expressly covered by existing CARB guidance on enforcement relief. See above.
	See above. Where (a) a parent or subsidiary of an entity has provided reporting under SB 253 or SB 261, and (b) the entity determines that it is not required to produce a separate report (in each case of (a) and (b), based on good faith interpretations of CARB’s existing guidance through July 2025), CARB should not take enforcement action against such entity for failing to separately report even if CARB’s rulemaking ultimately requires such separate reporting.

	3. [SB 261] In-scope companies need lead time to align TCFD reporting with CARB’s expectations.
	Generally.

The July 2025 CARB FAQs state that, because “it takes time to process climate information into a report”, “it is reasonable to expect that initial climate-related financial risk reports submitted by January 1, 2026, may cover fiscal years (FY) 2023/2024 or FY 2024/2025 depending on the organization.”
	In addition to the additional enforcement relief requested under #1 & 2 above, clarify in the form of public guidance:

· SB 261 does not require GHG emissions disclosure
· SB 261 does not require assurance over TCFD reporting
· SB 261 does not require a company to conduct and disclose a climate scenario analysis
· SB 261 only requires an entity to address climate-related risks for a one-year period and need not cover the prior two fiscal years (e.g., either FY 2023 or FY 2024, not both)


	4. [SB 253] In-scope companies need lead time to implement new data collection processes to allow for both reporting and verification of Scope 1 and scope 2 emissions reporting in compliance with CARB’s forthcoming rules.
	Partially. 

The December 2024 CARB enforcement notice re: SB 253 states that “CARB will exercise its enforcement discretion such that, for the first report due in 2026, reporting entities may submit scope 1 and scope 2 emissions from ‘the reporting
entity’s prior fiscal year’ that can be determined from information the reporting entity already possesses or is already collecting at the time this Notice was issued.”



	Some companies may not be able to report any FY 2025 GHG emissions based on available data per the CARB enforcement notice (e.g., if a company has an off-calendar fiscal year). Therefore, CARB should clarify that “good faith compliance” for purposes of both SB 253 includes an entity’s good faith determination that it does not have data reasonably available to make any disclosure in the initial reporting year.”


An assurance provider may be unable or unwilling to issue an assurance report under its current methodology when reviewing incomplete data from a company. An assurance provider may also only be willing to provide a qualified limited assurance opinion based on such data.


Clarify that, consistent with enforcement relief for good faith partial reporting, CARB will not enforce in the first year against companies that are not reasonably able to obtain an assurance report or companies that are not able to obtain an unqualified assurance report. 




