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* Introduction by David Shaw, Publishing Director, Directors & Boards.

* There will be time for questions. Enter them from your computer anytime during
the presentation.

* The webinar is 60 minutes.

* The audio portion of this webinar will stream through your computer. If you are

not hearing sound, please check the speaker volume on your computer and on

the player (look for the volume icon on the upper left side of the player).
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With the complexity of global business structures,
there's also so much that goes into evaluating
whether you must comply, and if so, under which
jurisdiction, it's not always as simple as ‘this
regulation applies, and this one doesn't.’ It could
be a combination of two or it could be it could be
none at all.

Anthony DeCandido, Partner, RSM US LLP
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Mandated regulatory reporting Is here RSM

North America

O California Climate Bills: SB 253 and SB 261 (GHG and
TCFD) Reporting

U SEC Climate Disclosure (in litigation)

U Modern Slavery Act, S-211 (Canada)

O Prohibition of Greenwashing C-59 (Canada)

Europe

Corporate Sustainability Reporting Directive (CSRD)
Corporate Sustainability Due Diligence Directive (CSDDD)
EU Deforestation Regulation (EUDR)

Carbon Border Adjustment Mechanism (CBAM)
(reasonable assurance)

Germany: Supply Chain Due Diligence Act

Anti-Modern Slavery Reporting (UK, France, Netherlands,
Germany, Norway)

Asia/Pac
O Australia: Climate-related Financial Disclosures Treasury Bill
Q Climate related disclosure laws

O Japan, South Korea, Hong Kong, Singapore, India, etc.




75% of survey respondents report their organization has already RSM
taken steps to prepare for compliance.
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This Is a big shift. Ten years ago,
sustainability was seen as something a
few niche businesses would participate in,
and others may not have paid much
attention. Today, that's no longer the case.

Tu Nguyen, economist, RSM Canada
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Source: The RSM Middle Market Sustainability Survey 2024: US and Canada



https://rsmcanada.com/insights/services/business-strategy-operations/sustainability-survey-2024.html

Companies are taking steps to meet sustainability RSM
regulations

Many companies are taking significant steps to meet applicable regulations™

Have the appropriate people in Are monitoring developments Have the appropriate controls in
place to meet the requirements in regulations before taking place to meet the requirements
of the new regulations further action in this area of the new regulations

327 347 35%

Have the appropriate technologies Have the appropriate processes Considering a substantial investment
in place to meet the requirements in place to meet the requirements to meet the requirements of the new
of the new regulations of the new regulations regulations**

33% 337 327

Source: The RSM Middle Market Sustainability Survey 2024: US and Canada



https://rsmcanada.com/insights/services/business-strategy-operations/sustainability-survey-2024.html

Motivating factors in navigating sustainability RSM

Source: The RSM Middle Market Sustainability Survey 2024: US and Canada

0O Reducing environmental impact

0O Complying with government or
regulatory requirements

OBeing consistent with the
organization’s commitment to
sustainability

0O Supporting their local community or
communities

B Supporting sustainability initiatives is
the right thing to do as an
organization

O Attracting or retaining customers or
clients



https://rsmcanada.com/insights/services/business-strategy-operations/sustainability-survey-2024.html
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If it were not for regulations, embracing
sustainability initiatives would have to be
largely board- or C-suite-driven. Alongside new
rules there are other stakeholder forces; key
customers, key suppliers, investors and
employees particularly care about this.

Anthony DeCandido, Partner, RSM US LLP
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Top sustainability challenges expected/experienced by RSM
organizations:

Top challenges expected/experienced by organization®

Understanding regulatory
requirements

39% 34% 32%

Integrating new operations Integrating new technologies
with existing ones with existing ones

31% 30%

Source: The RSM Middle Market Sustainability Survey 2024: US and Canada



https://rsmcanada.com/insights/services/business-strategy-operations/sustainability-survey-2024.html

Training: A central challenge for sustainability RSM

When it comes to compliance with sustainability regulations, the RSM Middle
Market Sustainability Survey 2024: US and Canada found:

w1 Providing training for staff was the most common
action taken.

Survey respondents state their organization has a

"I senior executive whose primary responsibilities
include establishing and achieving a vision for
sustainability.

™ While training and education is the most
common action taken toward compliance, itis
also seen as the greatest hurdle.

Source: The RSM Middle Market Sustainability Survey 2024: US and Canada



https://rsmcanada.com/insights/services/business-strategy-operations/sustainability-survey-2024.html

RSM

14

The fact that addressing sustainability
disclosure requirements will likely be
layered into employees’ existing jobs
might add another challenge in the
training realm.

Alex Kotsopoulos, Principal, RSM Canada
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Investing In sustainability RSM

When it comes to budget for sustainability, the RSM Middle Market
Sustainability Survey 2024: US and Canada found those who report having a

budget for sustainability:

Il 79% of respondents expect budget will
increase in the next fiscal year

Il 21% anticipate budget will increase

substantially
79%

Bl 58% think budget will increase
somewhat

13
Source: The RSM Middle Market Sustainability Survey 2024: US and Canada



https://rsmcanada.com/insights/services/business-strategy-operations/sustainability-survey-2024.html
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Similar to regularly closing your books from
an accounting perspective, these
technologies make it easier to have a
repeatable reporting process for closing
your books on non-financial, sustainability-
related data.

Jonathon Caforio, Principal, RSM US LLP
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Most popular tools used for sustainability

Most popular tools used for sustainability tracking and reporting*

Artificial intelligence (Al) and Data analytics Supply chain management
machine learming (ML) (e.g., platforms (e.g., Tableau, systems (e.g., Coupa, SAP Ariba,
Google Al, Microsoft Azure Power BI, Qlik) Orade SCM, Infor Nexus)

45% 39% 38%

Document management systems Integrated risk management Governance risk and
(e.g., M-Files, DocuWare, systems (e.g, SAP GRC, compliance (e.g., Workiva,
SharePoint) LogicManager, RiskWatch) AuditBoard, ServiceNow)

36% 33% 32%

Source: The RSM Middle Market Sustainability Survey 2024: US and Canada



https://rsmcanada.com/insights/services/business-strategy-operations/sustainability-survey-2024.html

Sustainability reference architecture RSM

Applicable technology and process capabilities required for technology enablement of sustainability data gathering through reporting.

Internal data sources

. (Enterprise Risk Management, Controls) NEWC frameworks
Procurement/invoices o Microsoft Sustainability M T
Buy/sell Reporting requirements .
Core platforms . Data ConnectOF(S) (e'g" CSRD’ CA “lork::n;aerlySustain Life
e.g., ERP, loan portfolio Claim/verify 253/261, SEC) .
servicenow.
loT devices Templates tracelink
Environmental Social Governance (e.g., TCFD, SASB) HETWORK FOR OREATER 0000
H RIS GHG emissions Employee diversity Board structure
Energy usage Labor practices Executive compensation .
i External ESG scores
Supply Cham Water usage Community engagement Risk management Calculator Report generatlon _
traceablllty tOO'S Biodiversity impact Human rights Ethical practices Manual SUSTANALYTICS  MSCI &5
Waste management Supply chain standards Stakeholder engagement GHG CalCulationS
EXternal data sources Air quality Product responsibility Regulatory compliance . BlOOI'IIherg ISS P
Vendor/supplier data Climate risks : Customer privacy Reporting practices o Generative Al eCOVGdiS gg:n(itsnbal
Carbon footprint Emission factors N
Value chain Product lifecycle/circularity Graphic design
surveys and scores Sustainability related data thens
Technolo :
(sustainablg)I/T) Required/voluntary
. . Data traceability Allocations ESG disclosure reports
Third-party risk
management i .
— Goals/ ESG scoring Real-time Advanced Carbon credits Green bond and sustainability
Utilities scorecards improvement reporting analytics linked loan reporting

Sustainability process workflows/data approvals
16
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The tax function really needs to be in
constant contact with the operations
side and others focused on
sustainability.

Debbie Gordon, Principal, RSM US LLP
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. . RSM
Clean energy and tax incentives

54% of survey respondents have a written decarbonization

Awareness of federal clean energy tax plan in place; carbon neutral plans are most common.

credits is high. Key survey findings

. _ Of those with written plans in place...
include:

70%

« 78% of respondents are aware their 61%

organization can purchase federal 60%
clean energy tax credits to reduce its
. 49%
taxable income. B0 mhave a carbon neutral
plan
* 38% of these respondents have already, . 39% mhave a carbon offsetting
purchased credits 33% plan
m have science-based
« 12% of respondents are actively 30% targets

looking to purchase more. m have net-zero plans

20%
Tax incentives are one part of companies’

broader decarbonization efforts, some of
which are more formalized than others.

18
0
Source: The RSM Middle Market Sustainability Survey 2024: US and C 0%



https://rsmcanada.com/insights/services/business-strategy-operations/sustainability-survey-2024.html

Clean energy capital expenditures RSM
Has your organization invested in clean To what extent did the availability of tax credits
energy projects? influence your organization’s decision to invest

In clean energy projects?

m Already Invested m Very Influential

® Planning to Invest ® Somewhat
Influential

Not Planning to Not Very
Invest Influential
Not Sure Not At All
Influential

19
Source: The RSM Middle Market Sustainability Survey 2024: US and Canada



https://rsmcanada.com/insights/services/business-strategy-operations/sustainability-survey-2024.html

: : RSM
Buying clean energy tax credits
Are you aware your organization can purchase Has your organization taken any steps toward
clean energy tax credits to reduce its taxable purchasing federal clean energy tax credits?
income?
m Already
Purchased

m Actively Looking

m Already
Purchased and
Actively Looking

No But
Considering

EYes
No

No and Not
Considering

Not Sure

20
Source: The RSM Middle Market Sustainability Survey 2024: US and Canada
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Director’'s and board’s role with sustainability

Strategic
oversight

Establish clear
sustainability
goals aligned with
the company’s
mission and vision,
and ensure they are
embedded in the
overall strategy.

Risk
management

Regularly review
and assess ESG
risks (e.g., climate
risks, human rights
iIssues, and
regulatory
compliance) and
establish a
framework for
proactive mitigation.

Stakeholder
engagement

Engage with
stakeholders,

including investors,

employees,
communities, and
regulators, to
understand and
respond to
sustainability
concerns and
opportunities.

Monitoring
and reporting

Set up key
performance
indicators

(KPIs) that
connect to business
performance and
monitor progress
through regular
board meetings.

Organizational
value

Ensure the
value of
sustainability

related efforts
through access to
new markets,
product and
services, cost
containment,
innovation, risk
reduction, talent
attraction and
retention.




The role of the audit committee

Ensuring data integrity and accuracy
*

RSM

Evaluating risk and compliance

Oversee the processes and controls in place to collect,
validate, and report ESG data. This includes ensuring
that data is reliable, accurate, and consistent with
financial information.

Assessing internal controls

over ESG reporting

¢

Regularly review the company’s risk assessment

processes to ensure that ESG risks are

ESG-related regulations and frameworks

Engaging with external auditors

and assurance providers

identified, evaluated, and addressed. Ensure
that the company is in compliance with all relevant

Evaluate the effectiveness of internal controls and
systems used to track and report ESG metrics. This
includes reviewing whether the controls meet
standards similar to financial reporting.

Reviewing and approving ESG disclosures

Thoroughly review all ESG disclosures and reports
before they are made public. This includes
validating the integrity of the narrative and the
alignment of the disclosures with strategic goals and
regulatory expectations.

Coordinate with external auditors or third-party
assurance providers to verify the accuracy of ESG
information and ensure alignment with accepted
reporting standards (e.g., SASB, GRI, IFRS, etc.)

22
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Environme al | . o I o
Severe weather events, rlélng temperatures, and Water scqrcny pose can drrect rlsks to phyS|caI assets,
productlon processzs and product availability. 1 § D R
' »
Legal and,;ReguIatory -ty
Lack of adherence to regulations around carbon emissions, waste management, labor rights, and "“, :
sustainable. _pgaqnces can lead to substantial fines, lawsuits, and loss of business licenses. b,

X
Reputaglonal and Social

Public perception can heavily: lnfluence its brand value. Negative press related to unsustainable practices,
,-..llkg.Roor Iabor conditions or emnronmental damage, can lead to consumer backlash and lost market share.

Sourcing from reglons with geopolitical risk, deforestation or using suppliers with poor labor standards, can
lead to disruptions, legal challenges, and loss of trust from customers and investors.

Financial

Investors are increaSineg using ESG factors to assess long-term financial risks and opportunities.
Companies not aligning with ESG standards may see reduced access to tax credits and incentives, capital
and/or inability to sell to significant buyers due to low ESG scores.
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Where does ESG currently exist in your compan
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THE POWER OF BEING UNDERSTOOD |

ASSURANCE | TAX | CONSULTING RSBA

RSM US LLP

30 South Wacker Dr
STE 3300
Chicago, IL 60606

T 312.634.3400
rsmus.com

This document contains general information, may be based on authorities that are subject to change, and is not a substitute for professional advice or services. This document does
not constitute audit, tax, consulting, business, financial, investment, legal or other professional advice, and you should consult a qualified professional advisor before taking any
action based on the information herein. RSM US LLP, its affiliates and related entities are not responsible for any loss resulting from or relating to reliance on this document by any
person. Internal Revenue Service rules require us to inform you that this communication may be deemed a solicitation to provide tax services. This communication is being sent to
individuals who have subscribed to receive it or who we believe would have an interest in the topics discussed.

RSM US LLP is a limited liability partnership and the U.S. member firm of RSM International, a global network of independent audit, tax and consulting firms. The member firms of
RSM International collaborate to provide services to global clients, but are separate and distinct legal entities that cannot obligate each other. Each member firm is responsible only
for its own acts and omissions, and not those of any other party. Visit rsmus.com/aboutus for more information regarding RSM US LLP and RSM International.

RSM®, the RSM logo and The power of being understood are registered trademarks of RSM International Association, used under license.
© 2024 RSM US LLP. All Rights Reserved.



Th e Private com pa ny The largest conference for owners, shareholders
Governance Summit’

and directors of privately held companies

GOVERNANCE 2040:
May 14-16, 2025 - Washington, D.C. BUILDING THE BEST-IN-CLASS
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https://events.privatecompanydirector.com/PCGS25
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