Ceres
Sustainability is the bottom line

A Guide for Businesses: California's
New Climate Disclosure Legislation

Oct. 31, 2023
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Competition and antitrust law prohibits agreements and concerted
practices that have the object or effect of preventing, restricting or
distorting competition. The most serious breaches of competition law
often involve the exchange of competitively sensitive information or
coordination of strategic behavior between competitors.

Ceres does not require or seek collective decision-making or action with
respect to production, operations, or other activities. Participants are
independent entities responsible for their own operational decisions and
must always act completely independently to set their own strategies,
policies and practices based on their own best interests. Ceres facilitates
the exchange of public information, but participants must not share or
exchange non-public, competitively sensitive information. Participants
may not condition behavior on the actions of other participants.
Participants must avoid coordination of strategic behavior that impacts
competition.
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California sets national standard for
corporate climate disclosure as governor
signs landmark legislation
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Businesses Push for Swift Passage
of Nation-Leading Climate
Disclosure Bills in California

The message of both
climate disclosure bills
(SB 253 and SB 261) is clear:

Lawmakers must make sure
California remains a leader in the
clean energy economy.

PASS CLIMATE DISCLOSURE BILLS NOW!
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Corporate GHG emissions and climate-risk disclosures are a key
element to combating climate change. We've been reporting our own
emissions for over a decade, and we're pleased to support SB253 and
SB261, which will help create a robust climate-disclosure framework in
California.

Senator Scott Wiener

@Scott Wiener
Huge new endorsement — @Apple — of our groundbreaking climate bill
to require large corporations to disclose their carbon footprint (SB 253).

Thank you, Apple, for making clear that this is doable & a critically
important piece of climate action.
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Technical Overview of SB 253 and SB 261




Climate
Corporate Data
Accountability
Act (SB 253)

WHAT: The Climate Corporate Data Accountability Act (5B 253) will
require U.S. and multinational companies doing businessin California
with revenues of at least $1 billionto annuallyreport their complete
greenhouse gas (GHG) emissions—scopes 1, 2, and 3—to a third-party

emissions reporting organization contracted by the California Air
Resources Board (CARB).

WHO: The law will apply to an estimated 5,300 U.S. and
multinational companies—including publicly and privately held
corporations, LLCs, and partnerships—that meet the $1 billion
revenue thresholdand are “doing businessin California.”

HOW: SB 253 identifiesthe GHG Protocol—the most widely adopted
GHG emissions reporting framework—as the standard for
disclosures. Emissions data must be verified by a third-party

assurance provider. CARB will finalize reporting regulationsby Jan. 1,
2025.

WHEN: Scope 1 and 2 emissions data will be required beginningin

2026 on a date to be set by CARB. Scope 3 emissions data will be
required beginningin 2027 on a date to be set by CARB.



Climate WHAT ELSE?

CO rpO rate Data « Annual Filing Fee: To support CARB's administration and implementation of
this regulation, covered companies are required to pay an annual filing fee to

Accountability the state.

Act (S B 253) - Administrative Penalties: CARB will develop regulations that authorize it to
seek administrative penalties for nonfiling, late filing, or other failure to meet
the requirements of SB 253.

« Fee Cap: Administrative penalties may not exceed $500,000 in a
reporting year

« Good Faith Considerations: When considering a penalty, CARB will
assess the entity’s past and present compliance with the regulation and
whether they took good faith measures to comply with the regulation.

« Scope 3 Safe Harbor: Covered entities will not be subjectto an
administrative penalty for any scope 3 data misstatements made under a
reasonable basis and disclosed in good faith.

- On Ramp For Scope 3 Penalties: Between 2027 and 2030, penalties
regarding scope 3 data will only occur for nonfiling.

- Assessment of Global Emissions Reporting Best Practices: Beginningin
2033, CARB will assess best practices in greenhouse gas accounting and
reporting standards every five years.




Climate-Related
Financial Risk
Disclosure Act
(SB 261)

WHAT: The Climate-Related Risk Disclosure Act (SB 261) will
require U.S. and multinational companies doing business in
California with revenues of at least $500 million to biennially
prepare and publish a climate-related financial risk report.

WHO: The law will apply to an estimated 10,000 U.S. and
multinational companies—including publicly and privately held
corporations, LLCs, and partnerships—that meet the $500
million revenue threshold and are “doing business in
California.”

HOW: SB 261 identifies the International Task Force on
Climate-Related Financial Disclosures’ (TCFD) framework as the
standard to be used for disclosures. The TCFD framework is
also expected to be used by the SEC for their pending climate
disclosure rule and is incorporated in the CDP’s climate change
questionnaire.

WHEN: The first disclosures will be required by Jan. 1, 2026.



Climate-Related
Financial Risk
Disclosure Act
(SB 261)

WHAT ELSE?

Annual Filing Fee: To support CARB’s administration and implementation of this
regulation, covered companies are required to pay an annual filing fee to the state.

Administrative Penalties: CARB will develop regulations that authorize it to seek
administrative penalties for failing to make the required disclosures publicly
available on their website or publishing an inadequate or insufficient report.

« Fee Cap: Administrative penalties may not exceed $50,000 in a reporting year.

« Good Faith Considerations: When considering a penalty, CARB will assess
the entity’s past and present compliance with the regulation and whether they
took good faith measures to comply with the regulation.

Third-Party Climate Reporting Organization: As the implementing state agency,
CARB will contract with a third-party organization to support the implementation of
this regulation.

- Biennial Summary Report: The contracted organization will prepare a
biennial report on the disclosures required by this regulation.

- Stakeholder Convenings: The contracted organization will regularly convene
relevant stakeholders to offer input on climate-related risk disclosure best
practices.

« Monitoring of Federal Actions on Climate-Related Risk Disclosure: The
contracted organization will also monitor federal regulatory actions among
agency members of the federal Financial Stability Oversight Council and non-
independent regulators overseen by the White House.



Defining

| ] ] =
DO!ng 2 California’s Revenue and Taxation Code Law defines
Business In doing business in California as:

California" - Engaging in any transaction for the purpose of
financial gain within California;

« Being organized or commercially domiciled in
California or;

- Having California sales, property, or payroll exceed
$690,144, $69,015, and $69,015, respectively, as of
2022.

CARB will finalize definition during regulation
development for SB 253 and SB 261




PrOVISIonS to SB 253 Provision:

(D) (i) That the emissions reporting is structured in a way that minimizes

REd uce duplication of effort and allows a reporting entity to submit to the emissions

J . reporting organization reports prepared to meet other national and international

D u pl Icatlve reporting requirements, including any reports required by the federal government,
as long as those reports satisfy all of the requirements of this section.

Re PO rti ng SB 261 Provision:
(4) Notwithstanding paragraph (1), a covered entity satisfies the requirements of
paragraph (1) if it prepares a publicly accessible biennial report that includes
climate-related financial risk disclosure information by any of the following
methods:

(A) Pursuant to a law, regulation, or listing requirement issued by any regulated
exchange, national government, or other governmental entity, including a law or
regulation issued by the United States government, incorporating disclosure
requirements consistent with clause (i) of subparagraph (A) of paragraph (1),
including the International Financial Reporting Standards Sustainability
Disclosure Standards, as issued by the International Sustainability Standards
Board.

(B) Voluntarily using a framework that meets the requirements of clause (i) of
subparagraph (A) of paragraph (1) or the International Financial Reporting
Standards Sustainability Disclosure Standards, as issued by the International
Sustainability Standards Board.




Harmonization and Comparison
with Draft SEC Rule and Other
International Requirements




Scope of
Coverage

Information
Required

Status

Key
Questions

Global Mandatory Disclosure Landscape

Public & private companies (including
LLCs and partnerships) organized in the
United States and "doing business in
California”

SB 261:>3$500 million revenue (~10,000
companies)

SB 253:>$%$1 billion revenue (~5,000
companies)

SB 261: Biennial preparation and
publication of a TCFD-aligned risk report
SB 253: Annual Scope 1-3 emissions data

Emissions data required regardless of
materiality determination

Signed by Governor Newsom; pending
regulatory implementation

CARB implementation; scope of
anticipated follow-up legislation

SEC registrants (mostly companies with
U.S. public equity listings, including
foreign private issuers)

~8,000 companies

Climate-related risks, primarily through the
lens of traditional financial materiality

Scope 1-2 emissions; Scope 3 if material
or if the company has set a target

Pending finalization and adoption

Some key issues in question (e.g., Scope
3, financial statement footnotes); political
landscape; litigation anticipated

1) Companies listed on EU-regulated
markets; 2) large EU companies, both
listed and unlisted, including large
subsidiaries of non-EU companies; 3)
SMEs listed in the EU; 4) non-EU
parent companies with more than €150
million in annual EU revenue

~50,000 EU companies and ~10,000 non-
EU companies (1/3 of those U.S. co.'s)

Broad range of sustainability topics—not
just climate, but also environment, social,
and governance. Unique double
materiality threshold

Emissions reporting subjectto (double)
materiality determination

Implementation ongoing; first round of
companies will report on 2024 data

Multinational companies mustdetermine
reporting entities; double materiality
assessments mustbegin; some ESRS
topical standards may presentchallenges



SEC CI i mate Overlap with California laws and impact on economic baseline
Disclosu re - At least 75% of Fortune 1000 companies covered by SB 253; 73%

Rulemaking

covered by both SB 253 and SB 261.

Key outstanding questions for final rule

« Emissionsdisclosure
 Financial statementfootnote disclosure of climate metrics
« Materiality

Political landscape

« Controversyover Scope 3

Litigation outlook

« Who will sue?
« Major Questions Doctrine
» First Amendmentchallenges



https://www.citizen.org/article/california-sec-climate-disclosure-report/

Next Steps




Implementation Implementation Guidance and Timeline:

Process $SB253: .
« CARB s required to develop and adopt regulations for

corporate emissions disclosures, contract with a climate
organization, and adopt regulations for administrative

penalties.
« Regulations must be finalized by January 1, 2025.
- SB 261:

« CARBIis required to contract with a climate organizationand
adopt regulations for administrative penalties.

« No timeline specified for the regulatory process.

Governor Newsom’s Concerns and “Clean Up” Legislation:

* In his signing messages for both bills, the Governor expressed
concern that“the implementation deadlinesfall shortin providing
the California Air Resources Board (CARB) will sufficienttime to
adequately carry out the requirements” for each bill.

« He also noted that he was directing his Administrationto work to
address this with Senator Stern and Senator Wiener in 2024.




Future Continued business engagement will be critical for

Corporate
Engagement
Opportunities

successful implementation of SB 253 and SB 261

« CARB will rely on stakeholderinputthroughoutthe
implementation process, especially from businesses

Engagement Opportunities Will Include:

- CARB Implementation Process in 2024
« Publiccomment periods

* Publichearings
« Meetings with CARB board members and staff

« 2024 Legislative Session
« Budget advocacy for implementation funding
« Clean up legislation (TBD)

 Newsom Administration Engagement
« Budget advocacy for implementation funding
« Clean up legislation (TBD)
« Reinforcement of implementation process priorities







We Value Your
Feedback

Please scan the QR code to access the survey



Protect the

Freedom to Invest

Join leading investors and companies to call on policymakers
to protect the freedom to invest responsibly.

@ﬁ.@
Reaffirm your commitmentto factoring all F..eedom
. . ) . . i . ‘= to nvest
material financial risks into decision-making.
=YK

Sign the Freedom to Invest statement
at: freedomtoinvest.org or scan QR code to learn more.




| B
» -

“ Ceres DERIVATIVEs &

il - i
; E1|  Ceres Accelerator l;;x Benchmarking Methane
I and Other GHG Emissions
e i ; “ Of Oil & Natural Gas Production in the United States
2 Ceres THE mvesron GUIDETO - Al | ‘ May 2023
CLIMATE TRANSITION 3 o 3 : I ‘| e Data downloads at: www sustainability.com

IN THE U.S. FOOD SECT
e —

Read the latest sustainability research.

CERES.ORG/REPORTS

are—and are not—
leadingon U.S.
climate policy

November 2022 y i - % Clres

BIES N . "_"
Global Institute for

- Water Security g # April 2022

e oAbt USASK




Thank youl!

[rascoff@ceres.org
ssachs@ceres.org

https://www.ceres.org/networks/ceres-policy-network

£™ Ceres

Sustainabifity is the bottom line,
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