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Date of Hearing: April 24, 2024

ASSEMBLY COMMITTEE ON APPROPRIATIONS
Buffy Wicks, Chair
AB 2331 (Gabriel) — As Amended March 21, 2024

Policy Committee:  Natural Resources Vote: 10-0
Urgency: No State Mandated Local Program: No Reimbursable: No
SUMMARY:

This bill amends AB 1305 (Gabriel), Chapter 365, Statutes of 2023, to clarify that a voluntary
carbon offset does not include a renewable energy certificate (REC) or a low carbon fuel
standard (LCFS) credit, as specified. This bill also requires offset disclosures required by AB
1305 to be initially posted on January 1, 2025, and updated no less than annually.

FISCAL EFFECT:

Minor and absorbable state costs.

With respect to AB 1305, this committee noted costs of an unknown but potentially significant
amount, in excess of $150,000, for the Department of Justice (DOJ) to bring an unknown number
of enforcement actions against violators of AB 1305’s disclosure requirements, which would
require an increase in attorney hours (General Fund, Legal Services Revolving Fund, or a
different special fund.) This bill makes a technical clarification and postpones the compliance
date for offset disclosures by one year. It is unlikely these changes will result in new or
additional enforcement costs for DOJ.

COMMENTS:
1) Purpose. According to the author:

AB 2331 will improve California's ability to crack down on corporate
greenwashing and junk voluntary carbon offset credits by providing
clarity around implementation and enforcement of existing law. These
changes will help further ensure that voluntary offset projects are not
over-credited and that consumers know exactly what they are
purchasing.

2) Background. Individuals and corporations purchase carbon offsets to compensate for the
greenhouse gas (GHG) emissions they create or contribute to. There is growing concern,
however, about the validity of emission reductions from projects sold and the potential for
fraud. Despite the growth of the voluntary offset market in supporting advertising claims and
even legal requirements, such as mitigation of greenhouse gas emissions under the California
Environmental Quality Act, the market remains fairly opaque, is not regulated by the Air
Resources Board or any other state entity, and can result in corporate greenwashing.
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A 2022 United Nations (UN) report titled “Integrity Matters: Net Zero Commitments by
Businesses, Financial Institutions, Cities, and Regions” notes that, in order to meet global
climate goals, “non-state actors cannot buy cheap credits that often lack integrity instead of
immediately cutting their own emissions across their value chain.” The UN recommends
regulators increase corporate “assurance on their net zero pledges and mandatory annual
progress reporting.” Furthermore, the report notes that accurate reporting of offsets helps
regulators and industry identify the most promising projects and the most innovative means
of deploying carbon offset projects to the market.

Seeking to increase transparency and accountability in the carbon offset markets, AB 1305
(a) requires a business entity that is marketing or selling voluntary carbon offsets within the
state to disclose on the entity’s website specified information, and (b) subjects violators to
specified civil penalties.

According to the Assembly Natural Resources Committee analysis of this bill, this bill
clarifies the author’s intent of AB 1305. First, the bill clarifies that RECs and LCFS credits,
which have similarities to carbon offsets, but are not commonly regarded as carbon offsets,
are not carbon offsets for purposes of AB 1305’s disclosure requirements. Second, the bill
adds an initial compliance date of January 1, 2025. AB 1305 did not specify the date on
which the first set of disclosures must be posted to a company’s website, which has created
uncertainty among entities subject to disclosure.
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