NORTH AMERICA SUSTAINABILITY & RESPONSIBLE INVESTMENT REGULATORY UPDATE — Q4 2025

ESG Regulation at an Inflection Point: Litigation Leads, States Set the Pace

Q4 2025 reinforced a defining theme for sustainability and responsible investing regulation across North America: federal
momentum remains stalled, litigation is accelerating, and states are increasingly shaping the practical compliance reality for
asset managers. While U.S. federal rules remain largely frozen in the courts, state-level regimes continue to mature, Canada
advances toward IFRS-aligned disclosures, and cross-border tensions with Europe persist. For asset managers heading into
2026, regulatory alignment is no longer assumed—it must be actively managed.

WRegulatory Updates

United States

Federal ESG Regulation & Litigation

SEC Rulemaking Remains Frozen

The SEC’s Climate Disclosure Rule remains fully stayed as
litigation proceeds in the Eighth Circuit. During Q4, multiple
industry coalitions filed supplemental briefs, and procedural
milestones—including oral argument scheduling—came into
focus for early 2026. With the SEC maintaining its non-defense
posture, implementation uncertainty continues to weigh on firms’
disclosure planning.

Courts Now Drive ESG Outcomes

Q4 underscored the judiciary’s central role in ESG policymaking.
New legal challenges emerged across both federal and state
climate regimes, reinforcing litigation—not regulation—as the
primary driver of near-term outcomes. The Texas proxy advisor
injunction remained in force, with additional amicus briefs filed
late in the quarter.

DOL Signals Tighter ERISA Guardrails

The Department of Labor continued work on a revised ERISA
fiduciary rule governing ESG considerations in retirement plans.
Internal signals throughout Q4 point toward stricter guardrails on
the use of ESG factors, with a proposed rule now widely expected
in early 2026.

EPA Climate Reporting Moves Ahead

Despite broader federal retrenchment, EPA climate reporting
obligations under the Inflation Reduction Act remain on track for
2026. Firms are advised to continue building compliance systems,
data controls, and audit-ready processes.

What to Watch in Q1 2026

State-Level Developments: Momentum Builds

California Continues to Set the Standard

California remained the focal point of U.S. climate disclosure in
Q4. Regulators released additional draft guidance addressing
calculation methodologies, materiality thresholds, and reporting
templates—reflecting extensive public consultation throughout
2025. California’s voluntary carbon market disclosure regime also
stayed in force, with year-end reminders reinforcing expectations
ahead of post-2025 enforcement.

Other States Close the Gap

New Jersey’s climate disclosure bill advanced through additional
committee review late in Q4, increasing the likelihood of adoption
in 2026. lllinois continued stakeholder engagement in preparation
for revising and reintroducing its proposal in the next legislative
cycle. Together with New York’s Climate Change Superfund
Act—now in litigation—these developments signal a rapidly
expanding patchwork of state ESG regimes.

Canada
Canada: Advancing Toward Mandatory Disclosure

Canada continued its transition toward mandatory, IFRS-aligned
sustainability reporting in Q4. The Canadian Sustainability
Standards Board (CSSB), OSFI, and the Canadian Securities
Administrators (CSA) further aligned taxonomies and timelines in
advance of a coordinated 2026 consultation. Consistent with prior
guidance, mandatory Scope 3 disclosures remain deferred until
2028, providing a phased runway similar to emerging EU
timelines.

* SEC Climate Rule Litigation: Eighth Circuit oral argument timing and early court signals could reshape disclosure expectations

* DOL ERISA Proposal: A draft fiduciary rule is expected, potentially tightening limits on ESG use in retirement plans

« California Rulemaking: Additional CARB guidance on SB 253 and SB 261—especially Scope 3 and assurance—may land

» State Momentum: New Jersey and lllinois legislative activity continues, alongside litigation over New York’s Climate Superfund Act

* Canada Signaling: Pre-consultation signals from CSSB, OSFI, and CSA may clarify the path to mandatory IFRS-aligned disclosures

If you would like more information on any topics set out in the above update, please reach out to
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Key Regulations — Latest Status

NORTH AMERICA SUSTAINABILITY & RESPONSIBLE INVESTMENT REGULATORY UPDATE — Q4 2025

Reg Title

SEC Climate Disclosure Rules

SEC 'Names Rule'

SEC 'Funds Rule'

ERISA 'Final Rule'

ESMA Names Rule

Protect USA Act

California Disclosure Rules

California GHG Emissions
Disclosure

California Voluntary Carbon
Market Disclosures

California Civil Actions for Climate
Disasters

New York Disclosure Rules

NY Climate Change Superfund Act

Illinois Disclosure Rules

Illinois Extreme Weather Recovery
Act

New Jersey Disclosure Rules

SBTi Net Zero Standard

Canadian Mandatory Climate
Disclosure Requirements

EU Omnibus

SFDR 2.0

Texas Proxy Advisor Disclosure
Law

Colorado Disclosure Rules

Reg Description . stats | Commentay

See article

See article

See article

See article

See article

Prohibits US companies in sectors deemed strategic from
complying with foreign sustainability laws that exceed US
framework

See article

Bolsters SB253 in requiring GHG offset disclosure
Requires specific disclosures for companies that claim to
have net zero emissions, carbon neutrality, or related
achievements

Enables private lawsuits against a responsible party if
harmed by climate disasters

Modeled on California bill, differing in timeline

Imposes liability on fossil fuel companies for GHG
emissions to contribute to a climate resilience fund

Modeled on California bill, differing in timeline

Enables private lawsuits against a responsible party if
harmed by climate disasters, including entities with fossil
fuel products, etc.

Similar to California bill, differing in timeline

Revisions made to Scope 1-3 definitions to allow for more
flexibility

Develop sustainability taxonomy, and disclosure

mandates

See explainer

See article

Regulates proxy advisers’ ESG/DEI recommendations

Similar to California bill, differing in timeline

Withdrawn

In Effect

Withdrawn

Withdrawn

In Effect

Proposed

Proposed

Proposed

In Effect

Withdrawn

Proposed

In Effect

Proposed

Proposed

Proposed

Proposed

To Proposal

Proposed

To Propose

Proposed

Indefinitely
Postponed

Adopted March 2024, excluding Scope 3 reporting

SEC has ceased defending the climate disclosure rule. Litigation remains
stayed in the Eighth Circuit, and implementation will not proceed unless the
SEC re-proposes a revised framework

Adopted by the SEC in Sep 2023; extra 6 months of grace period given in
March 2025

Latest compliance timeline: June 2026 for large managers (>$1bn in AuM);
Dec 2026 for the rest

Proposed under the Gensler SEC in May 2022 to require enhanced ESG
disclosures by investment advisers and registered funds

Formally withdrawn June 12, 2025, alongside other ESG-related proposals
before finalization

Litigation and political pressures continue to shape the SEC’s ESG agenda
The Department of Labor is revisiting the rule amid political and legal
pressure. A revised proposal is expected, but no final framework is currently
in effect

Rulemaking Active; Injunction request denied in August 2025

Adopted in May 2024

Existing funds need to be compliant by May 2025 - deadline has now passed
Proposed in March 2025, with potential impact on all EU sustainability
legislations

Not yet advanced beyond Congressional committee - likely to evolve as it
enters Congress

Injunction request denied (Aug 13, 2025) Federal court denied preliminary
injunction for SB 253/SB 261

Enforcement of SB 261 has been paused following an appellate injunction.
CARB has indicated it will not enforce the original reporting deadline and will
establish a revised timeline pending litigation outcomes

Introduced in March 2025

Currently going through committee hearings; next step is to proceed to floor
vote

Effective since Jan 2025
Enforcement begins post-2025 for missing/inaccurate disclosures

Introduced in Jan 2025

Failed to pass committee vote in April 2025

First introduced in Oct 2023; reintroduced in Feb 2025

Scope 1 and 2 emissions data to be disclosed starting 2027, and Scope 3 data
starting 2028

Signed into law in Dec 2024; amendment proposed to enhance legal clarity
and enforcement flexibility

Federal lawsuit launched in May 2025 seeking to overturn it

Additional industry plaintiffs joined the federal lawsuit in Q4

Legal challenge broadened to include downstream energy companies
Introduced in Feb 2025; not yet received committee hearings

Reporting to commence in Jan 2027

Introduced in Feb 2025; not yet received committee hearings
Next step is to go through legislative process

Introduced in March 2025; passed in committee vote, currently being
reviewed in the Appropriations Committee

Reporting to commence 3 years after the adoption date

Draft released in March 2025

In November 2025, drafting of the Corporate Net-Zero Standard v2 has
begun but not finalized yet

Canadian Sustainability Standards Board (CSSB) released guidelines in Dec
2024

OSFI guidance in March 2025 postponed Scope 3 emissions reporting to
2028, aligning with CSSB standards

CSA working to modify climate disclosure rules first proposed in 2021
Introduced in Feb 2025 to simplify CSRD / CSDD reporting requirements, and
limit reporting scope

'Stop-the-Clock' directive passed in March 2025, meaning Wave 2 compliance
is now due in 2028 and Wave 3 in 2029

SFDR was adopted in 2021; consultation for 2.0 began in Sep 2023
Proposal is still in draft form, with an adoption date of July 2029

Signed into law by Governor Greg Abbott on June 20, 2025

The law was scheduled to take effect on September 1, 2025. However,
enforcement has been preliminarily blocked by a federal judge

Federal court issued preliminary injunction on enforcement (Aug 29, 2025)
litigation ongoing

Enforcement has been blocked by a preliminary injunction (Aug 29, 2025).
Litigation remains ongoing, and the law is not currently operational

Introduced Jan 2025; failed in committee, postponed indefinitely

If you would like more information on any topics set out in the above update, please reach out to
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