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EUROPE SUSTAINABILITY REGULATION
MARCH UPDATE

The has published its response « EFRAG’s (the European Financial Reporting Advisory Group) revised

to the European Commission’s consultation on the revised European ESRS, developed as part of the EU’s , introduce

Sustainability Reporting Standards (ESRS). While it welcomes efforts to make far-reaching simplification measures, including a

the standards more proportionate and user-friendly, it raises the removal of all voluntary disclosures,
that the proposed “simplification” may increased allowance for the use of estimates, and new reliefs to ease

supplier data collection. While intended to reduce the reporting burden for
companies, these changes mark a substantial transformation of the

original framework designed under the Corporate Sustainability Reportin
The PSF expresses about the shift from Dirgective (CSRD). 9 P y Rep 9

, warning that this change could
significantly weaken companies’ assessments of climate resilience. It
stresses that such analyses are central to robust sustainability reporting and
that the EU must ensure ESRS requirements

to maintain the credibility and comparability of European
disclosures.
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https://www.esgtoday.com/eu-platform-on-sustainable-finance-warns-esrs-simplification-risks-placing-eu-below-global-sustainability-reporting-baseline/

EUROPE SUSTAINABILITY REGULATION

MARCH UPDATE

EU member states in the Council approved amendments to the Climate Law
requiring a , with the option to use

to meet the target. This follows the European Parliament’s
positive vote and is the last major step before final adoption.

Adopted in 2021, the Climate Law enshrined the goal of
and an interim target of (compared to
1990). To set the next milestone, the Commission presented in July 2025 an
amendment aiming for —90% by 2040 and opening the door to
(Article 6 of the Paris Agreement) from 2036, up to an initial

To reach an agreement, Parliament and Council introduced flexibilities:
of reductions, and the

Commission must conduct a review every two years, which could adjust the
target based on energy prices and technological progress.
The amendment confirms a to the ETS2 launch to 2028. ETS2
will extend carbon pricing

, with room for maneuver allowing member states to compensate
shortfalls within individual sectors.

3% contribution toward the 90% target
According to Maria Panayiotou (Cyprus, Minister for Agriculture), the EU aims
to
and ensuring that After approval by both co-legislators,
the law will be published in the EU’s Official Journal and will enter into force 20
days after publication.
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https://www.esgtoday.com/eu-states-give-final-approval-to-target-to-reduce-emissions-90-by-2040/

USA SUSTAINABILITY REGULATION

MARCH UPDATE

The California Air Resources Board (CARB) has set August 10, 2026, as the
deadline for companies to report their greenhouse gas (GHG) emissions by adopting

This regulation requires thousands of companies
operating in California to publish their emissions (including those across their value
chain) and report on climate-related financial risks. The stated objective is

aligning with the global trend

Finally, the system . The Ninth Circuit Court of Appeals
issued an injunction in late 2025 suspending the implementation of SB261 pending a
ruling, the initial release of risk reports scheduled for January 1, 2026, has therefore
become voluntary. Despite this, the California Regional Bureau of Regulation
(CARB) reports that 120 reports have already been voluntarily filed and made public,
while authorities reaffirm the importance of climate transparency to guide the
decisions of businesses and consumers.

toward
This regulation is based on

in revenue and doing business in
California to
emissions from their value chain (suppliers, business travel, etc.).
applies to , Which are
required
According to CARB, more than 4,000 U.S. companies
are potentially affected by these requirements. The rollout is gradual: in the first year
(2026), reporting only covers Scopes 1 and 2, Scope 3 reporting only becomes
mandatory from 2027. This phased approach aims to give companies time to
organize data collection across the entire value chain, often the most complex and
highest-emitting part.
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https://www.esgtoday.com/california-sets-august-2026-deadline-for-first-corporate-climate-reports/

NORTH AMERICA SUSTAINABILITY REGULATION

MARCH UPDATE

Two lawstuits, one in Canada and the other in the United States, are directly testing
how pension managers are taking climate risk into account and could redefine
fiduciary responsibility. In Canada, four young contributors are suing CPPInvestments
(manager of the Canada Pension Plan), accusing it of exposing their pensions to
losses by underestimating long-term climate risks and maintaining investments in fossil
fuels.

Plaintiffs say opaque “black box” models understate climate risks, potentially lowering
pensions or raising contributions for those retiring after 2050. With CPPInvestments
managing $700 billion for 22 million contributors, the stakes are systemic. The suit
follows CPP’s May 2025 withdrawal of its “net-zero 2050” target over greenwashing-
related legal risks, a move watchdogs condemned even as CPP reports a 41% drop in
portfolio emissions since 2020 and adopts a more cautious climate message.
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In the United States, ClientEarthUSA is supporting a class action lawsuit against
Cushman & Wakefield, accusing the employer of ignoring material climate-related
financial risks by offering an underperforming, climate-insensitive fund (Westwood
Quality SmallCap) to employees. The plaintiffs cite a 17% shortfall in 2025 and high
fees, while highlighting the paradox between the company's climate risk
management for its operations and the lack of equivalent analysis for employee
savings.

Presented as a landmark case, the lawsuit could establish that climate risk
management is a mandatory component of due diligence in light of the $12 trillion in
American retirement savings. However, several observers note legal obstacles (proof
of harm, causal link) that could hinder swift legal precedent.

These cases send a signal to trustees: ignoring physical, transitional and systemic
climate-related risks could be perceived not as neutrality, but as a management
failure with regard to a multi-decade horizon.
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https://www.novethic.fr/finance-durable/finance-verte/fonds-pension-retraite-plainte-gestion-climatique-cushman-wakefield
https://www.benefitsandpensionsmonitor.com/investments/esg-investing/canadian-pension-fund-sued-over-alleged-climate-risk-management/392670

ESG MARKET INSIGHTS

Race to zero: European heavy-duty vehicle market development

Europe’s zero-emission heavy-duty vehicle sales by vehicle type (left) and EU Member State (right)

Sales (bars) Shares (dots) Shares
This month, the International Council on Clean Transportation (ICCT) published a 25,000 _ e 25% 100%
report on Europe’s heavy duty vehicle market showing that zero emission heavy - :::\':/"t’r:c“k‘;"s and vans I I I I I I I I I Rest of EU-27
duty vehicles (ZE HDVs) are taking off. Here are the key numbers: ® W Buses Spain
20,000 20% 80% Denmark
» Zero Emissions heavy truck (12+ tons) reach a market share of 1.9% in 2025 ® ] ) . | l I Romania
(up from 1.2% in 2024). im . [ |
15,000 [ ] 15% 60% - .
L. . . - . Sweden
* Zero Emissions medium truck and van sector (3.5-12 tons) more than .
doubled its market share from 10.4% in 2024 to 21.0% in 2025. .
10,000 10% 40%
« Zero Emissions buses and coaches (predominantly Zero Emissions city ° Netherlands
buses) are also strong: the sales share of Zero Emissions city buses grew
from 45% to 58% between 2024 and 2025 (Zero Emissions interurban buses 5,000 d - 0%
and coaches remained stagnant at a 4% Zero Emissions share across both ° Germany
years). R i I
0 -:- et ! ! ot Ko} 0% 0%
The European Clean Vehicles Directive sets procurement quotas for 2017 2019 2021 2023 2025 2017 2019 2021 2023 2025
zero-emission Clty bUSGS, up to 22.5% in 2021-2025 and 32.5% in 2026-2030 2018 2020 2022 2024 2018 2020 2022 2024
supporting the growth of the zero-emission bus market. THE INTERNATIONAL COUNCIL ON CLEAN TRANSPORTATION THEICCT.ORG
il
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https://theicct.org/publication/r2z-eu-hdv-market-development-quarterly-jan-dec-2025-mar26/
https://theicct.org/publication/r2z-eu-hdv-market-development-quarterly-jan-dec-2025-mar26/

ESG MARKET INSIGHTS

EIB to Deploy €75B to Accelerate the EU’s Clean Energy Transition

The European Investment Bank (EIB) Group will deploy over €75 billion in Execution will focus on unlocking finance for electricity grids and innovation.
energy-transition financing over the next three years, as part of the European

Commission’s new Clean Energy Investment Strategy. The plan aims to better EIB actions:

connect abundant private capital with Europe’s pipeline of clean-energy projects,

against investment needs of €660 billion per year to 2030, rising to €695 billion * Launch a strategic infrastructure equity fund for grid operators.
annually between 2031-2040. The Commission and the EIB position this push as a « Expand banks’ capacity to lend through securitization and intermediated loans
catalyst for lower energy bills, job creation, and greater energy sovereignty. (including for smaller operators).

» De-risk investments in clean technologies and energy efficiency, including
research on small modular reactors (SMRs).

€240 billion €660 billion €695 billion An Energy Transition Investment will convene investors to align policy tools with

average investments Needed annually 2026 - Needed annually 2031 - market needs, aiming to crowd in capital, accelerate deployment, and strengthen
2011- 2021 2030 2040 the EU’'s competitiveness and energy security while advancing
decarbonization
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https://www.esgtoday.com/eib-to-provide-more-than-e75-billion-clean-energy-financing-over-next-3-years/
https://energy.ec.europa.eu/topics/funding-and-financing/clean-energy-investment_en

ESG MARKET INSIGHTS

Net-Zero Asset Owner Alliance (NZAOA) : New protocol: focusing on "transition

targets™

The NZAOA publishes V5 of its target-setting protocol and introduces “transition
targets” to direct capital towards high-emitting companies with credible transition plans,
beyond the sole objective of reducing their portfolio footprint. The alliance now brings
together 87 signatories from 19 countries, representing over $9 trillion in assets under
management.

.

A new category of “transition targets” measuring the share of portfolio emissions
linked to “transitioning assets” (companies in carbon-intensive sectors but on a
credible net-zero trajectory).

Architecture of targets (4 components): commitment (mandatory), sectoral or
transition targets, “climate solutions” investments, emissions targets by sub-portfolio,
signatories must set targets in 23 areas.

Credibility of transition plans: criteria covering Paris alignment, scientific and
dated objectives, integration into internal policies, action plans, advocacy alignment,
reporting to qualify a “transition” asset.

Role of carbon sinks: better integration of “carbon removals” (support for financing
and a regulated market), while prioritizing decarbonization and prohibiting counting
removals to achieve portfolio targets before 2030.
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The 4 target categories
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Climate Solutions
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Sectoral or
Transition

C
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https://www.esgtoday.com/net-zero-asset-owner-alliance-introduces-transition-targets-in-new-target-setting-protocol/

NEW IN RESEARCH

Investment in “Nature Positive” ?

The World Economic Forum, with Oliver Wyman, maps 50+ “nature-positive” . .
opportunities at the heart of value chains across 13 sectors, classified into Impact drivers in scope Number of

four archetypes (operational improvements, scalable solutions, emerging oportunities with
innovations, ecosystem opportunities).

positive impact!

The observation is twofold: capital allocation remains massively misaligned (in
2023: $7.3 trillion towards activities harmful to nature, versus $220 billion
towards nature-based solutions, the private sector accounts for $4.9 trillion in

Land-use change 38
“negative” flows compared to only $23 billion in “positive” ones), even as the ’\
risk-return thesis strengthens: the listed “green economy” is worth approximately
$8 trillion and has outperformed global equities by about 59% since 2008. /é\ Ocean-use change 5
Key figures :
G Freshwater use 29
*  $10.1 trillion by 2030: the size of the "nature-positive" opportunities if
industrial and circular models are financed within value chains.
@ Resource use 36
«  $7.3 trillion vs. $220 billion (2023): an allocation gap that creates a clear
trade-off f deployi ivat ital.
rade-off for redeploying private capita O Pollution 46
«  ~$8 trillion | +59%: the outperformance of the listed green economy hh&

validates the financial viability of nature-positive solutions. . ) o
Note: 1. Some opportunities require further validation of
nature impacts.
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https://www.weforum.org/publications/50-investible-opportunities-for-a-new-nature-economy-insight-report/

NEW IN RESEARCH

Decoding Asia’s Transition Taxonomies: Why 1.5°C remains an elusive goal

Figure : Where Asia’s Transition Finance Frameworks

Diverge From 1.5°C Alignment

» Asian countries define “transition” power generation very differently, creating

confusion and risks for global investors. Some frameworks (Indonesia, Japan, Taxonomy Divergence Risk Map

Malaysia, China) label coal optimization, ammonia co-firing, or gas expansion as
“transition,” which can mask high-emitting activities. Others, like Singapore and 1.5C 4

Thailand, apply stricter, science-based criteria. alignment Divergence risk = Misalignment

* Australia between transition taxonomies

* These inconsistencies weaken Asia’s credibility and affect its ability to attract * Singapore, Thailand and internationally recognized
high-quality capital. Investors want real emissions reductions, not flexible labels. decarbonization benchmarks.

Countries with clearer, science-aligned standards (e.g., Singapore, Thailand,

Australia) are better positoned. 0 These gaps create

o sy misclassification,  misalignment

- Energy-security concerns explain why some nations remain soft on fossil /‘Indonesia, Malaysia, and reputational risks to cross-

fuels, but this increases stranded-asset risk and misalignment with global climate Japan, China border investors, issuers and

finance. Policymakers must balance constraints with credible emissions cuts. o - governments

Source : ESI| Analysis

Transition-washing risk,
deviation from 1.5°C alignment
i | |
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https://theshiftproject.org/app/uploads/2026/02/Pouvoir-voler-sans-petrole_Synthese_Fevrier-2026.pdf
https://energyshift.institute/wp-content/uploads/2025/12/ESI_Decoding-Asia-transition-taxonomies_Dec2025_FR.pdf

IN FOCUS

As part of the digital cleanup: the pollution of the

technology sector
Once a week, do the sorting
This March 18th is Digital Cleanup Day, formerly known as Cyber World Cleanup Day.

During this event, organizers and partners emphasize two behaviors to adopt for a more p(g
responsible approach to technology: cleaning up your data and giving your digital J Cloud : Email Inbox - Social Networks - Drive
devices a second life. @

Digital pollution refers to all the environmental impacts of the IT sector: greenhouse gas @lﬂ Local : Email Inbox - Social Networks - Drive
emissions, chemical contamination, biodiversity loss, and electronic waste. Most of this )

pollution occurs during the manufacturing of equipment. As a result, we need to buy
fewer devices and make them last longer.

To extend the lifespan of devices

The "dematerialization” masks a high consumption of materials and energy (multiple
metals: tantalum, lithium, gold, rare earth elements) whose extraction is very damaging to
the environment and local communities. This pollution is largely "imported”. For example, a
television requires 2.5 tons of raw materials and generates approximately 350 kg of CO,
before its first use, the larger/more complex the equipment (e.g., a 60" 4K screen), the
greater the carbon footprint. A large portion of electronic waste escapes legal recycling
and ends up in open dumps (e.g., Agbogbloshie, Ghana). Even when recycling occurs,
product design often hinders material recovery.

Keep/repair rather than replace, buy refurbished if needed

Drop off used equipment at an authorized channel

©] X
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https://www.greenpeace.fr/la-pollution-numerique/

NEWSLETTER DISCLAIMER

This document is issued by Flexstone Partners SAS, an asset management company regulated by the Autorité des marchés financiers (“AMF”) 1. It is a simplified stock
corporation under French law with a share capital of 2,727,600 euros. Building number 5/7, rue de Monttessuy, 75007 Paris, France is the address of its registered office.

This document is not a marketing document and is meant only to provide a broad overview for discussion purposes. All information provided here is subject to change. This
document is for informational purposes only and does not constitute an offer to sell, a solicitation to buy, or a recommendation for any security, or as an offer to provide advisory
or other services by Flexstone Partners SAS or its affiliates (collectively, "Flexstone Partners") in any jurisdiction in which such offer, solicitation, purchase or sale would be
unlawful under the securities laws of such jurisdiction. The information contained in this document should not be construed as financial or investment advice on any subject
matter. Flexstone Partners expressly disclaims all liability in respect to actions taken based on any or all of the information in this document. While some information used in the
presentation has been obtained from various published and unpublished sources considered to be reliable, Flexstone Partners does not guarantee its accuracy or completeness
and accepts no liability for any direct or consequential losses arising from its use. Thus, all such information is subject to independent verification by prospective investors.

1 Under n° GP-07000028 —Trade register n°494 738 750 RCS Paris — VAT: FR 56 494 738 750
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