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Executive summary

KPMGU.S. 2023 ESG Survey

Summary of
survey results

ESG engagement and
financial Value

Businesses
feeling pressure

Time pressure, lack of resources,
andreporting requirements

KPMG U.S. 2023 ESG survey
reveals that business leaders are
increasingly focusing on leveraging
their ESG strategies to maximize
value.

Despite economic uncertainty, 55%
of respondents indicated that their
organization scaled up their ESG
efforts this year, while only 26%
scaled back.

The survey found that 66% of larger
firms (10k+ employees) are better
aligning their business and
environmental goals compared to
five years ago.
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Business leaders report that ESG
engagement is adding financial
value across a host of areas, with
43% of business leaders at larger
firms reporting that ESG is
improving financial performance
compared to just 6% reporting it
reduced financial performance.

M&A efficacy, access to new
capital, and customer loyalty are
the top areas where leaders believe
ESG engagement adds significant
financial value. In the longer term,
organizations are expecting ESG to
drive value across more areas,
especially in improving resilience
and attracting new customers with
premium pricing.

Eight in ten businesses say they
are feeling at least some pressure
from supply chain partners,
employees, investors, customers,
and regulators to be more
transparent about their
environmental and sustainability
efforts.
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Time constraints (51%) and
regulatory uncertainty (44%) were
cited as the biggest challenges to
implementing ESG strategies and
meeting reporting requirements.

Still, 53% are at least somewhat
confident in meeting U.S. reporting
requirements.

Almost half (46%) of companies
have slowed down or stopped ESG
reporting as they await the U.S.
Securities and Exchange
Commission's final rule on climate-
related reporting expected

in October.



Summary of findings

1

Business leaders are optimistic about
the financial value of ESG today and in
the coming years, especially in the
largest firms.

4

Time pressure and a lack of resources,

including talent, are hampering efforts

to implement ESG strategies and meet
reporting requirements.
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Recession fears created an
opportunity for many to differentiate,
an opportunity that persists as
~25% of leaders report a
compliance-only mindset.

0

Over 50% of businesses are at least
somewhat confident in meeting
reporting requirements in the U.S. and
elsewhere. Only 29% are "very
confident.”

Supply chain partners are the new “tip-
of-the-spear,” edging out institutional
investors and employees.

6

While there’s excitement about and
engagement with generative Al, many
businesses believe it is still too early to

tell if it will be truly transformative for

ESG.




1.Businesses are advancing environmental and sustainability approaches.

Environmental New innovations and Environmental Reporting Recession Communicating ESG
goals technology practices temands efforts

43% 57% 56% 51% 55% 76% internally to
Overall business Putting in Adopting Preparing for Continuing ESG employees
objectives are significant efforts comprehensive enhanced efforts despite 75% externally to
more aligned to reduce environmental reporting potential customers,
than they have environmental and sustainable demands and recession partners, and
been in the past impact practices requirements investors
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Business leaders - especially at larger firms - TB?OH that ESG s improving financial

performance, withmost scaling programs despite recession fears this year

Impact of ESG Programs on Financial Performance

Please rate the impact of your company’s ESG programs on your financial performance.
Select one.

Employee Size

Improves

21%

RobFisher

*'/ KPMG U.S. ESG Leader
"\

Improves
Negligible
)
32/0 Negligible 32% 31% 37% 26% ‘ ‘ To truly be sustainable, ESG programs must be
aligned with the business strategy, well-executed,
Reduces and measured. The fact is there are many levers by
which ESG can add financial value, but that also
16% Reduces 16% 16% 239, 6% requ.ire_s deep enterprise—wide.engagemer)t. to
maximize the potential and gain a competitive edge
throughout the transition to a low-carbon economy.
Too Soon/ , ,
Don’t know
250/ Don’t know 25% 26% 22% 26%
o EE

Please rate the impact of your company's ESG programs on your financial performance: Significantly improves, improves, reduces, significantly reduces, neutral/negligible, too soon to tell/we have yet to measure
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Gon}pareu todyears ago, the largest firms are better aligning their business and environmental
goals

Alignment of business and environmental goals compared to Employee size

ayearsago

5K-10K

More often at odds 25% 20% 20%

22% More often at odds

No change 41% 37% 14%

More closely

[0)
aligned 35%

35% No change

43% More closely aligned

Compared to five years ago, are your business objectives and environmental goals at odds, more closely aligned or they haven’t changed.
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Today, business leaders report ESG engagement is adding financial value across a host of areas.
with M&A efficacy, access to new capital, and tax benefits leading the way

Financial iImpact on Business Areas fromESG Efforts Today

Adding Major Financial Value

Business Lever ®m1 - No financial value =2 =3 4 -Some value m5 6 =7 - Significant financial value (6-7 ranking)
Merger and acquisition efficacy 7 4 12 19 28 41%
Access to new capital sources 6 4 10 24 22 35%
Tax benefits for companies [ <] 13 28 24 35%
Customer loyalty/retention |G < 14 24 24 34%
Risk mitigation R 11 31 23 9 | 33%
Cost reduction [JERIE 14 27 24 8 32%
Better business resiliency [ 26 20 n 30%
Attracting new investors 21 15 28%
Revenue growth from new products 25 19 27%
Brand reputation 32 18 “ 27%
Talent recruitment and retention 30 20 n 26%
Attracting new customers 30 19 n 26%
Revenue growth from premium pricing 25 15 n 25%
Lower cost of capital and/or debt 28 19 24%
Note: %s may not add up
How much financial value do you believe your company is realizing today from its environmental and sustainability efforts in each of the following areas? due to rounding
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Inthe longer term, organizations are bullish on ESG driving value across more areas, especiallyin
improving resilience and attracting new customers with premium pricing

FinancialImpact onBusiness Areas from ESG Efforts Today vs the Next2to5 Years

® Major Financial Value Today m Greater Financial Value in 2 to 5 Years

Tax benefits

>
o
®©
2
=
©
<
o3
=

Access to new capital

Customer loyalty/retention

Risk mitigation

Cost reduction

Business resiliency

Attracting new investors

Brand reputation

Growth from new products

Attracting new customers

Talent recruitment &
retention

Revenue ft.'o.m premium

pricing
Lower cost of capital/debt

How much financial value do you believe your company is realizing today from its environmental and sustainability efforts in each of the following areas?
How much financial value do you believe your company will realize in the next 2 to 5 years with its environmental and sustainability efforts in each of the following areas?
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Spotlight: Prior KPMG research found that material findings from ESG due diligence led to deal
cancellations and price reductions

997% of corporate investors surveyed had deals canceled due to amaterial finding

Consequences of Material Findings

Clare Lunn

e KU b e us Ese Advisory Leader
Additional indemnity from the The growing body of KPMG research leaves no room
seller _ 39% for speculation: Material ESG due diligence findings

wield the power to shape deal outcomes, prompting
cancellations and price adjustments. This

underscores the need for astute ESG evaluation in

"egrionorories. TS s business envi
integration priorities 21% today’s business environment. , ,

None . 4%
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2.Fears of arecession created an opportunity to differentiate through ESG engagement, an

opportunity that persists today

In 2022, our CEO Outlook found that while 70% of leaders believed ESG had positive
impacts on financial performance, 59% were planning to pause or reconsider their
organization’s ESG efforts.

RobFisher

KPMG U.S. ESG Leader

We revisited this question this summer

‘ ‘ This past year was a classic moment in having to
balance short-term uncertainty with long-term goals.
Businesses that recognize they need to make
investments today will be in a better position to
capitalize on those investments, attracting new
investors and customers while improving their
resilience over the long term. , ,

Scale up despite potential recession Scale back due to potential recession
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Responses about company initiatives and perspectives reveal different ESG mindsets across
businesses, creating opportunities for leaders to unlock value

M GETE ESG Pace-Keepers ESG Compliance-Focused

Leaders are transforming their organizations Over half of companies are putting significant Compliance-focused companies are taking a
through ESG-focused leadership roles, effort toward scaling up their environmental wait-and-see approach as ESG rules and
technologies and product strategies: and sustainability practices, including: regulations move toward finalization:

0/ Purchased renewable energy or 0 Incorporating innovations and o/ ©Only doing the minimum to comply
35/0 started providing more climate- 57 /0 teChn0|09|93 to . 28 /0 with government regulations

friendly products or services reduce environmental impact

0 _ " , () Adopting comprehensive o Only responding to pressure from

33 / Cregted senior positions to drive 56 /0 environmental and sustainability 18 /0 stakeholders such as investors and
O environmental goals practices customers

. . - Scaling up on environmental and
290/ Made investments in sustainability 510/ sustainability efforts in preparation
O reporting technology O for enhanced reporting

demands/requirements
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J.Businesses are feeling pressure frommultiple stakeholders to provide more ESG transparency
while dealing withresource challenges.

Katherine Blue

KPMG U.S. ESG and Climate Change Leader

‘ ‘ ESG is too often discussed as a compliance
exercise, but businesses continue to report that
pressure for engagement comes from not
just government regulators, but also investors and

customers. Today, supply chain leads the way,

meaning both public and private companies must

think critically about their strategy. , ,

say they are feeling at least some pressure from supply chain partners, employees,
investors, customers and regulators to be more transparent about their environmental
and sustainability efforts.
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Companies are feeling pressure from muitiple stakeholders especially supply chain partners to
increase their ESG reporting and transparency

Demand for Increased ESG Reporting and Transparency From Stakeholders

m None at all = Only a little m Some A great deal A great deal/some 500-5K 5K-10K 10K+

Supply chain partners k¥ 41% 88% 92% 80% 86%
Employees E¥ 37% 82% 84% 80% 77%

Institutional investors k& 33% 81% 86% 68% 86%
Customers % 37% 81% 78% 83% 86%
Government regulators &g 38% 80% 82% 75% 80%
General consumers &% 18% 50% 29% 79% 82% 77% 74%

Note: %s may not add up
due to rounding

© 2023 KPMG LLP, a D laware limited lia bltyp artnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a private English 13
company limited by guarantee. All rights r ved.



4.Time pressure and a lack of resources are hampering efforts toimplement ESG strategies and

meetreporting requirements.

Top outcomes cited by businesses include:

Finding the right talent to work
on ESG goals and strategies

&
Balancing ESG goals with other

business priorities

A

Not keeping up with
competitors’ ESG efforts

(= [=

Highcost of resource and talent to manage

reporting across different jurisdictions

Having adequate time to make

necessary business transformation

to address ESG regulatory requirements




Time constraints, regulatory uncertainty and stakenholder engagement are keeping business

leaders up at night

ESG areas that keep leaders up at night

Not enough time to address ESG requirements

Regulatory uncertainty and changing requirements
Communicating and engaging with stakeholders

Mitigating ESG-related risks and reputation damage
Balancing short-term financial goals with long-term ESG goals
Identifying and measuring relevant ESG metrics and data

Attracting and retaining ESG-focused talent

Political backlash around ESG-aligned initiatives 29%
Aligning ESG goals with overall business strategy 28%
Stakeholder expectations and demands for transparency 27%

What keeps you up at night when it comes to ESG challenges?
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44%
42%
40%
40%
36%
34%

51%
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Effectively delivering ESG strategy requires facing numerous barriers, creating long-termrisks
forcompanies

Major Barriers to Accomplishing ESG Strategy

NET: Very significant
+ major barrier

m Not a barrier at all = Minor barrier ®Moderate barrier Major barrier ®Very significant barrier

Other, more pressing business matters EEEEZ 24% 24% 24% 40% Em“v Frolick
Failure to attract/retain top talent BEEEZ) 18% 31% 30% 40% ' :;‘I';" KPMG US Trusted
Imperative Leader
A perception of falling behind competitors [EERLA 19% 30% 26% 39%
Increased or frequently changing regulations EEEEZ 18% 33% 25% 37% ‘ ‘ Many barriers to carrying out

an ESG strategy can

Ability to operationalize our ESG strategy [EESA 17% 32% 26% 37% become self-
reinforcing. Other pressing

Lack of budget to invest [ RIIEL 37% 27% 35% matters, lack of talent, and a
perception of falling behind
Failure to create value from ESG investments EEEEZ 19% 35% 25% 35% can becom.e long-term

challenges if not overcome.

Identifying the ESG metrics we should be Strategies that consider

measuring e 1% ey Gl 33% these risks and challenges
: can help build positive
Possessing data and tech to understand .
prog?ess towards ESG goals e L £ 20% 32% momentum over time. , ,
Note: %s may not
add up due to
rounding

What do you see as the biggest barrier to delivering on your ESG strategy?
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0.53% of businesses are at least somewnhat confident in their ability to meet future

environmental and sustainability reporting requirements in the United States

o

Only a quarter of companies feel confident that they can meet
future ESG reporting requirements across US, EU and other
international jurisdictions

=
= |
e |
e |
—_—

MauraHodge

KPMG U.S. ESG Audit Leader

Almost half (46%) of companies have slowed down or stopped
(G\\ ESG reporting because of delays with US SEC final climate
reporting rules ‘ For many companies, ESG reporting requirements
are already here even as we await the SEC'’s final
rule. While convergence has begun, organizations
will undoubtedly struggle to navigate the web of
global requirements as we determine the
interoperability of the standards. The very cautious
confidence among companies on reporting
underscores the urgency to align one’s reporting
approach with business strategy today. , ,

Two-thirds (67%) of businesses say that they will be required
to report in 3 to 4 jurisdictions

mpany limited by guarantee. All rights r ved.
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Only aquarter of companies feel “very confident” meeting future ESG reporting requirements
across the U.S., EU, and other internationaljurisdictions

Confidence in Meeting Future ESG Reporting Requirements in Jurisdictions

=Notatall ~ =Notvery = Somewhat Very Has SEC Climate Rule’s Uncertainty Slowed Down ESG
g Reporting?

Among Public Companies (n=154)
Among Public Companies (n=154)

B o
43%
The EU 21% 29% 25% 25%

44% have

slowed
15% 33% 28% 229, downor )
stopped
24%

Continuing as normal

In early reporting and unaffected

Slowing down ESG reporting

Other International
Jurisdictions

Halted completely

How confident are you in your company's ability to meet future environmental and sustainability reporting requirements in...
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While resourcing, costs, and timing pose challenges tomeeting ESG reporting
requirements, aligning sustainability strategy with reporting requirements

Major Challenges to Meeting ESG Reporting Requirements Across Jurisdictions

Among Public Companies (n=154)

NET: Very
mNot a challenge at all mMinor ®Moderate = Major mVery significant significant + major
challenge
Finishing enviro reporting data in time for 10-k filings 10% 18% 22% 31% 50%
Cost of resources and talent needed to manage reporting [E¥Z 16% 33% 30% 46%
Investing resources in data cqllectlon, management, and 6% 21% 279% 329% 46%
reporting
Aligning sustainability strategies with reporting _
requirements 12% 16% 28% 29% 16% 45%
Defining and reporting on climate-related risks and opps.2 15% 21% 20% 27% 45%
Measuring scope 3 greenhouse gas emissions 9% 20% 27% 30% 44%
Measuring scope 2 greenhouse gas emissions 13% 24% 21% 30% 43%
Determining financial impact of climate risks and opps. 14% 16% 27% 26% 42%
Cost of tech required to manage data and reporting. 16% 13% 30% 26% 42%,
Measuring scope 1 greenhouse gas emissions 19% 16% 24% 28% 41%
Hiring and training employees on ESG reporting 12% 17% 36% 22% 35%
Note: %s may not add up
Please rate the following potential challenges to your company's preparedness to meet proposed environmental reporting requirements across multiple, international jurisdictions. due to rounding
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6. Using Generative Altoachieve ESG goals is still in the early stages, and for many itis too early

totellif itwill transformESG approaches

@ &

TeganKeele

KPMG U.S. Climate and Technology Leader

Three-quarters (77%) At this point, just over half

are still determining if (52%) expect Generative

Generative Al will have a Al to help them achieve

transformative role in ESG goals through

helping them reach their reducing operational “ Gen Al has transformative potential, and companies
ESG goals — only a fifth inefficiencies, waste, etc. exploring this technology in their ESG strategy are on

the right track. To fully realize the benefits of Gen Al,
a strong foundation of reliable data is crucial. By
pairing data and technology strategies, companies
can unlock the full potential of Gen Al and gain a
competitive advantage. , ,

(18%) are more
definitive that Generative
Al will be
transformational.
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Almost all business leaders report they have plans toimplement or already have implemented
Gen Alto meet ESG goals despite believing that its ultimate impact on ESGremains unclear

Status of Inplementing Gen Al to Meet ESG Goals Will Gen Al be Transformative in Helping Reach ESG Goals?

17% Deployed

It won't

67% have
implemented < 24%
some Gen Al

Begun implementation

46% Too early to tell

25% Experimenting or piloting
~
Play an important role, not transformative
25% Have plans, but haven't started
Will be transformative
8% No plans to

Which of the following best describes your organization's current status regarding implementing Generative Al to help you carry out your ESG goals?
Based on what you have done so far with Generative Al, do you believe that Generative Al will be transformative in helping you address your ESG goals?
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Most expect that Generative Al will help companies achieve ESG goals by reducing operational
Inefficiencies, waste, etc.

Areas Where Gen Al Will Have the Greatest Impacton ESG Goals

Operations - optimize operational efficiency and reduce waste 52%

Measurement - mesure impact of ESG initiatives 47%

Strategy - generate new solutions for ESG challenges 47%

Data collection - improve quality and quantity of ESG data 36%

Reporting - automate and streamline reporting process 33%

Resources - enable talent to focus more on ESG strategy 30%

Education - educate internal and external stakeholders on ESG 25%

None of the above 1%

N

Where can Generative Al have the greatest impact on meeting your company's ESG goals?
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Appendix



Survey audience

We surveyed 201 business leaders (VPs, SVPs, presidents, C-suite executives and board members) at companies with more than $1B in revenue across
industries, all responsible for aspects of their companies’ ESG strategy. Among the companies, 77% are privately traded, 92% are headquartered in North
America, and 67% will report on ESG in 3 or 4 jurisdictions. 99% of survey respondents have worked at their company for more than 10 years.

Personal Rolein Developing ESG Strategy

29%

Determine ESG/environmental spending and/or approve investments for ESG initiatives

Determine ESG/environmental standards and policies for business operations 26%

Serve as an ESG/environmental subject matter expert or specialist 25%

13%

Make or influence decisions for ESG/environmental strategies and initiatives

Am responsible for developing and communicating sustainability Reports and other ESG Reporting

0,
to the public 7%

S13. Which of the following best describes your role in your company’s ESG strategy? Select one.
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The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or
entity. Although we endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of
the date it is received or that it will continue to be accurate in the future. No one should act on such information without appropriate
professional advice after a thorough examination of the particular situation.
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