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California scales back initial Scope 3 
Reporting requirements

The California Air Resources Board (CARB) has announced a more gradual 

approach to Scope 3 emissions reporting under California’s landmark 

climate disclosure law, SB 253. Following feedback from companies on the 

challenges of data collection, reporting costs, and data availability, CARB plans 

to initially require disclosure of only five key Scope 3 categories rather than all 
15 categories defined by the GHG Protocol.

Starting in 2027, affected companies will be required to report emissions 

associated with Purchased Goods and Services, Fuel and Energy-Related 

Activities, Waste Generated During Operations, Business Travel, and Employee 
Commuting. According to CARB, these categories are already among the 

most commonly disclosed and benefit from more established methodologies 

and data sources.

SB 253 applies to companies with annual revenues exceeding $1 billion that 
conduct business in California. The regulation requires annual disclosure of 

Scope 1 and Scope 2 greenhouse gas emissions, as well as Scope 3 emissions 

across the value chain. While Scope 1 and 2 reporting will begin first, mandatory 

Scope 3 disclosures are scheduled to start in 2027.

Expanded compliance requirements

CARB also confirmed that companies will need to obtain limited assurance over 

their Scope 1 and 2 emissions data beginning in 2027, reinforcing the credibility 

and reliability of reported information. Additionally, insurance companies, 

which were temporarily exempted from the 2026 reporting requirements, are 

expected to be brought within the scope of SB 253 from 2027.

The proposals remain subject to consultation, with CARB set to hold further 

stakeholder listening sessions before finalizing the reporting framework.

https://www.esgtoday.com/california-to-limit-initial-scope-3-reporting-to-key-categories-after-cost-data-concerns/
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Canada expands sustainable finance 
taxonomy

Canada has released a draft methodology for its upcoming Sustainable 

Finance Taxonomy, introducing a new “Abatement” category aimed at 

supporting investments that significantly reduce emissions from fossil 

fuel production. The category would sit alongside the more traditional “Green” 

and “Transition” classifications. 

Unlike most international taxonomies, which exclude oil and gas activities, the 

proposed approach would allow certain emissions-reduction projects in 

existing oil and gas operations to qualify, provided they meet strict 

conditions. These include substantial emissions cuts, limits on extending 
asset lifespans, and requirements for credible transition plans. 

The proposal has sparked debate, with environmental groups warning that 

including fossil fuel-related investments could undermine the taxonomy’s 

credibility. A public consultation on the methodology is open until August 13, 
2026, with the final taxonomy expected by the end of 2026.

Category General Principle Examples

Green

Near-zero emission 

solutions and activities 

enabling the low-carbon 

transition

Renewable energy, 

batteries and storage…

Transition

High-emitting sectors 

that can achieve deep 

emissions reductions 

and align with net zero 

by 2050

Cement, steel, and 

chemicals 

manufacturing

Abatement

Short-term emissions 

reduction measures for 

high-emitting sectors 

facing declining 

demand in a net-zero 
pathway

Upstream oil & gas 

decarbonization 

projects

Proposed categories for the Canadian taxonomy

https://www.esgtoday.com/canada-proposes-new-oil-and-gas-production-decarbonization-category-for-sustainable-finance-taxonomy/
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European Commission Adopts Revised 
Sustainability Reporting Standards

The European Commission has adopted revised European Sustainability 

Reporting Standards (ESRS) under the Corporate Sustainability Reporting 

Directive (CSRD), as part of its Omnibus initiative to simplify sustainability 

reporting requirements.

The new rules significantly reduce the number of companies subject to 

mandatory reporting, limiting the CSRD mainly to larger businesses. The 

revised ESRS also cuts reporting requirements, aligns more closely with 

international ISSB standards, and provides greater flexibility for 

greenhouse gas emissions reporting. A key clarification states that asset 
managers will not need to report sustainability information on investments 

managed on behalf of clients, helping to reduce administrative burden.

The Commission also adopted a voluntary sustainability reporting standard 

for companies outside the CSRD scope, offering a simpler framework for 
smaller businesses while supporting transparency on sustainability issues.

Policy making timeline

https://www.esgtoday.com/european-commission-adopts-finalized-corporate-sustainability-reporting-standards/
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EU regulators move to simplify 
taxonomy reporting

Europe’s three main financial regulators, the European Securities and 

Markets Authority (ESMA), the European Banking Authority (EBA), and the 

European Insurance and Occupational Pensions Authority (EIOPA) have 

proposed a series of measures to simplify reporting requirements under the EU 

Taxonomy Regulation. 

The proposals are part of the European Commission’s broader effort to 

reduce administrative burdens linked to sustainability reporting while 

maintaining transparency for investors. The EU Taxonomy is a key element of 

the Sustainable Finance Framework, helping direct capital towards economic 
activities that contribute to the EU’s environmental objectives. 

Each regulator has suggested sector-specific changes. ESMA 

recommends simplifying the Operational Expenditure (OpEx) KPI by limiting 

mandatory reporting to research and development spending, while introducing 
a voluntary “OpEx+” category for other sustainability-related expenditures. The 

EBA proposes reducing or removing certain banking KPIs, including those 

related to fees, commissions, and trading activities, arguing that these metrics 

offer limited value compared to their reporting costs. Meanwhile, EIOPA 

suggests redesigning insurance-related KPIs and eliminating disclosures 
considered unnecessary. 

In addition, the three regulators have issued joint recommendations aimed 

at simplifying reporting for corporate groups with multiple business lines 

and avoiding the introduction of new operational expenditure requirements that 

could increase complexity without delivering significant benefits to investors. 

The consultation period on these proposals will remain open until 12 August 

2026. If adopted, the measures could significantly reduce compliance costs 

for companies, banks, insurers, and asset managers while supporting the 

EU’s objective of creating a more efficient and effective sustainable 

finance framework. 

Next steps and consultation

https://www.esgtoday.com/eu-regulators-propose-eu-taxonomy-simplification-measures/
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Climate transition plan disclosure rises 
among CSRD companies

According to EFRAG’s 2026 State of Play Report, 69% of companies reporting 

under the EU’s Corporate Sustainability Reporting Directive (CSRD) now disclose a 

climate transition plan, up from 55% a year earlier. The study, which reviewed 905 

FY2025 sustainability statements, also found that 57% of companies have 

decarbonization targets aligned with a 1.5°C pathway. However, 57% represents a 
statement of alignment, not a verification of actual performance. A June 2026 

WWF/CDP study confirms this: the real climate targets of listed companies actually 

correspond to 3.2°C of warming by 2100.

Climate change, workforce issues, and business conduct remain the most 
material sustainability topics, while attention to biodiversity, pollution, water 

resources, and circular economy issues continues to grow. However, EFRAG noted 

that companies typically set targets for only about half of the sustainability topics 

they consider material.

The report also highlights stronger integration of sustainability into corporate 

governance, with 63% of companies linking sustainability performance to 

executive remuneration. Overall, the findings suggest that CSRD reporting is driving 

greater transparency, although many companies still need to better align their 

sustainability commitments with measurable actions and targets.

Key CSRD Reporting Indicators 

(FY2025)
Value

Companies disclosing a Climate 

Transition Plan
69%

Companies with 1.5°C-aligned 

decarbonization targets
57%

Companies linking sustainability 

performance to executive remuneration
63%

Average material ESRS topics identified 6.4

Average material ESRS topics with 

targets 3.3

https://www.esgtoday.com/climate-transition-plan-disclosure-jumps-to-69-of-csrd-companies-efrag/
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Green climate fund unlocks over USD 4 
billion for new climate investments

The Green Climate Fund (GCF) has announced a major increase in its financing 

capacity following new balance sheet efficiency reforms. According to the Fund, 

the changes will unlock more than USD 4 billion in additional funding for 
climate projects, increasing available resources from USD 1.37 billion to USD 

5.65 billion for the second half of 2026 and 2027.

The reform, introduced under Executive Director Mafalda Duarte, aims to improve 

the management of GCF’s existing resources while maintaining its concessional 
financing model and risk profile. This approach will continue to support adaptation 

projects in vulnerable regions, including Least Developed Countries (LDCs), 

Small Island Developing States (SIDS), and African nations. GCF expects the 

additional funding capacity to mobilize at least three times more in co-financing, 

potentially generating up to USD 16 billion in total climate investments over the 
next two years. According to the Fund, these investments will strengthen climate 

resilience, improve energy, food and water security, and help attract greater 

private-sector participation. The announcement highlights how financial 

efficiency measures can significantly expand climate finance without requiring 

additional capital contributions, increasing the impact of every dollar invested in 
the Green Climate Fund.

https://www.esgtoday.com/green-climate-fund-unlocks-additional-4-billion-for-climate-investments/
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ECB introduces climate risk factor for bank 
collateral

The European Central Bank (ECB) has begun applying a new climate risk 

factor to corporate bonds used by banks as collateral for central bank loans. 

The measure allows the ECB to reduce the lending value of bonds issued by 
companies that are more exposed to climate transition risks.

The new framework assesses factors such as a company’s greenhouse gas 

emissions, decarbonization plans, climate-related disclosures, and sector 

exposure. Firms with higher emissions or weaker transition strategies may face 
larger reductions in the collateral value of their bonds.

The ECB said the initiative aims to protect the Eurosystem from potential 

losses linked to climate-related shocks and reflects its broader efforts to 

incorporate climate considerations into monetary policy. While the immediate 
impact on banks is expected to be limited, the move signals the growing 

importance of climate risk in financial markets. Similar measures are also being 

introduced by the Bank of England. 

https://www.esgtoday.com/ecb-begins-applying-climate-risk-factors-in-collateral-framework/
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KPMG report highlights the sustainability 
valuation gap

KPMG’s Closing the Sustainability Valuation Gap report highlights a growing 

disconnect between companies’ sustainability ambitions and their financial 

decision-making. While 72% of executives say they understand their organization’s 

sustainability strategy, only 19% use robust valuation methods to quantify its impact 

on financial performance.

The report argues that sustainability is often treated as a reporting or compliance 

exercise rather than a driver of enterprise value. As a result, boards and finance 

teams struggle to assess sustainability initiatives through metrics they recognize, 

such as EBITDA, cash flow, CapEx, and return on investment.

Based on a survey of more than 2,000 business leaders across 19 countries, 

KPMG found that although 60% of organizations consider sustainability-related risks 

and opportunities in financial planning, very few have integrated them into formal 

valuation models. Banking, energy, and automotive companies are leading the way, 
reflecting the more direct financial impact sustainability issues have on these sectors.

KPMG concludes that companies must move beyond awareness and build credible 

financial business cases for sustainability. By quantifying both the value of action and 

the cost of inaction, businesses can better protect profitability, improve resilience, and 
unlock long-term value creation.

Key findings from KPMG’s survey

72%

60%

50%

40%

of executives have a detailed understanding of their 

sustainability strategy, metrics and performance, or 

are familiar with the key aspects.

consider sustainability-related risks and opportunities in 

financial planning.

say sustainability is an integral part of their strategies.

integrate sustainability into innovation and product 

development.

https://kpmg.com/xx/en/our-insights/esg/closing-the-sustainability-valuation-gap.html


To change the footer:

• Click on “insert”

• Click on “Header 

& Footer”

• Write the desired text 

in the "Footer“ box

• Click on “Apply to all”

IN FOCUS
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macroeconomic issue
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Europe's record-breaking heatwaves and wildfires are no longer just an environmental story,  

they are increasingly showing up in the region's economic data. June 2026 was the 

hottest June ever recorded in Western Europe, with average temperatures reaching 

20.74°C and daily highs exceeding 40°C in several countries. The consequences are being 

felt well beyond the fire lines: strained health and rescue services, surging energy 
demand for cooling, disrupted transport networks, rising insurance premiums, and 

mounting pressure on public budgets from firefighting and infrastructure repair.

The cumulative financial toll is substantial. The European Environment Agency estimates that 

EU countries absorbed roughly €200 billion in climate-related losses between 2021 and 
2024, while a University of Mannheim study put last year's damage alone at €43 billion. This 

year, Spain's firefighting efforts are estimated to have cost €2.5 billion on their own, a figure 

that continues to climb as the 2026 fire season progresses.

Economists increasingly describe extreme summer heat as a recurring "macro variable" rather 
than a one-off shock: it now feeds directly into corporate earnings, tourism revenue, and 

national growth forecasts, making it a factor investors and policymakers can no longer treat 

as exceptional. Source: European Environment Agency (EEA), "Economic losses from weather- and climate-

related extremes in Europe", Oct. 2025.

https://www.femaleinvest.com/inspiration-articles/ddd---what-europes-heatwaves-and-wildfires-are-costing-the-economy
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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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