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Headlines

Here's the status in this fast-moving market as of July 2023

1. Regulations are here. There's little time to waste
2. Penalties are harsh. The EU is serious about reporting

3. Assurance reports are required. Every company must invest in new
processes and methods. And have it reviewed by outsiders

4. Every regulatory filing will be made public. The data will be available
IN an easy-to-analyze format. Disclosure risks are high!

5. Global harmonization. The capital markets are demanding it

6. It's all about a new type of “non-financial data in financial reports.”
Finance teams can leverage their expertise to take on this challenge
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What Every Company Needs to Know



The New Sustainability Reporting Standards Are Here

‘Forget the SEC, International Climate Reporting Standards Could Become the Global Baseline™

* First required reporting in 2025
on 2024 data

* 49000 EU-based companies

« Add'l reporting requirements
each year

* Plus 13,000 US companies

e » SEC expected to release final

. rules in Oct 2023

 EU requirements are more
extensive

* Expected first required reporting
in 2025 on 2024 data

* Audits required

GLYNT.AI

» First required reporting in 2025 on

BEDIFRS 2024 data

International Financial e 140 countries

Reporting Standards . . . .
Integrated with financial reporting
* Audits required

Also following IFRS on climate disclosures™

» Australia

+ Canada

« Japan

+ Hong Kong

* Malaysia,

* New Zealand

* Nigeria

* Singapore

« UK

* International Organization of Securities
Commissions (IOSCO), 135 countries

» Climate Disclosure Project (CDP), 19K companies

* International Auditing and Assurance Standards
Board (IAASB), global
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https://www.wsj.com/articles/pro-take-forget-the-sec-international-climate-reporting-standards-could-become-the-global-baseline-ea01d05a

The Pace of Requlations for Climate Disclosures is Fast

“We are ushering in a new era of sustainability-related disclosures in capital markets worldwide.”

Nov 22 June 23 July 23 Oct 23 2024 2025 2026 2027 2030
Clobal IFRS releases EU to finalize Final SEC IAASB to release Reporting on Reporting on Reporting EU carbon
harmonization financial reporting regulations sustainability 2024 data supply chains expands import tariff
begins at reporting regulations Expected audit standards Begins emission to SMBs expands to all
COoP27 standards begins sectors

Oct 23
EU carbon

2026
EU carbon

Import tariff
begins

import tariff
expands to
add'l sectors
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EU Penalties Are Harsh

These were approved in May 2023

“The Company’s reporting obligations span its operations,
subsidiaries and value chains.

Sanctions and penalties for failure to report and comply
with the sustainability disclosure regulations include:

Company’s goods could be taken off the market
Fines as high as 5% of the company’s global revenues,
Non-EU companies can be banned from certain types

of business in the EU”
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More than 50,000 Companies Face a Pressing Timeline

First reports are due in 2025 (on 2024 data) and an outside review is needed before reporting

REPORTABLE DATA REPORTING BEGINS
BEGINS JAN 2024 JAN 2025

—Q—@
+ Report Public
_>‘7 Get an Verified Disclosure by
Sustainability  Regulators
+ External D
Blek:ly Audit or
v v —PF : Internal Assurance
FIX Gaps AUd|t Report
Data & Issues

Readiness
Start Start Clredk
Sustainability Sustainability
Data Prep Data Prep
(>300 Sites) (>300 Sites)
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Methods and Data Will be Scrutinized

The EU and IFRS have harmonized requirements

The IFRS Treats Sustainability Data as

Regulators Require an Assurance Report

“Non-Financial Data in Financial Reports”

« The focus is on how the disclosure is prepared « The focus is on integrated financial-

. , sustainability reportin
« Use of estimated data must be called out, line Y Tep J

by line *The expectation Is that non-financial data will follow a

similar process as financial data
« The Assurance Report focuses on:

e The IFRS standards focus on:
« Objective/Strategy

« Objective/Strategy
« Targets/Metrics

« Targets/Metrics
e Processes & Controls

e Governance & Controls
« Narrative & Forward Statements

« Risk Management
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The Data Reported to the EU Will Become Public

Just as with financial statements, climate disclosure reports will be coded and categorized
for rapid analysis

Public and Non-Public Companies in the EU Must File a CSRD
Over 10,000 Non-EU Companies Must File in the EU

« The CSRD is being set up with a standard structure
o Categories of data, including progress towards goals, are defined in the EU Taxonomy
o An ‘XRBL' type format will be used*

« The disclosures will be rapidly and extensively scrutinized by the capital markets
« Heavy use of estimates, qualified assurance reports and weak climate disclosure reports will

hurt valuations and the personal reputations of the C-Suite and Board

“XRBL is the structured data format used by large filers with the US SEC.
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It's a Significant Undertaking for Every Company

The EU regulators and the US SEC have estimated costs per reporting company based on
additional hours of work and data from similar regulations

EU Regulatory Compliance Cost UsS Regulatory Compliance Cost
(per company, in 000s USD*) (per company, in 000s USD)
. |LsTED NON-LISTED . |LsTED
One-Off $700,000 $300,000 First Year $400,000
Recurring $1500,000  $700,000 Recurring $375,000
Audit/Assurance 18% 24% Audit/Assurance  13%
Cost as Percent Cost as Percent of
of the Total the Total
TAs of June 2023
Sources: EU, US 10
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The First Challenges

These are the common starting points for every company

Understanding the Requirements
It's a complicated fast-moving space. And here to stay.

Time to get smart

Finding Primary Data
The key source data is buried in siloed and scattered enterprise systems.
Use a comprehensive method of discovery

Preparing Assurance-Ready Data
The days of spreadsheets and ad hoc methods are over.

They don't pass external reviews. Time to build out a new workflow
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The Fast-Follow Challenges

The regulations require investment in these areas too

Reduction Plans

Q What is the plan for emissions reductions? How will it be tracked?
Regulators want to know

Climate Risk Management
How will climate risks be identified and mitigated?

At what cost?

Supply Chain Emissions

° The first report on supply chain emissions is not due until 2026, but the current
method — based on estimates —won't do. How will you get actual data?

EEER
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Explosive Growth Ahead Growth

There are just no other words to describe it

Number of Companies Required to Report by Reg and Year

Note: the number of reporting entities under known EU, UK, Canadian and US regulation are shown below.
Additional regulations are planned that will increase the number of reporting entities.

Further, EU, UK and Canada are less than 20% of global GDP. With a single set of standards emerging for global
capital markets, the market for sustainability data will more than double in size from what is shown here.

Total Number of Size of
Reporting Entities Reporting Company
Banks, Voluntary Reporting, Mandatory 39457 Enterprise
Reporting (UK)

+ EU & SEC Regs 95537 Enterprise

Description

+ Expanded EU & US Regs 409,037 Midmarket/SMB

+ EU SMBs & EU Importers 3819637 Midmarket/SMB

Source: GLYNT calculations from regulatory announcements
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Enterprise Solutions: From $19B to $170B in Four Years

HFS Research, did a bottom-up analysis of leading sustainability and enterprise service firms

GLYNT.AI

$19 billion

2020 sustainability services
market, HFS estimate

$13 billion

Annual sustainability services .
revenues of the 18 leading firms

240%
o Estimated growth over the next two
1 60 70 years, reflecting acquiring, hiring, and
Estimated growth over the past $50 billion+ internal repositioning and upskilling

two years, reflecting acquiring,
hiring, and internal repositioning

and upskilling

2022 sustainability

services market $170 billion +

HFS estimat
( ) 2024 sustainability services market,

HFS estimate

$37 billion +

HFS estimate of the sustainability services market beyond
the leading 18 firms (estimated as 20% of the market)—
including pure consultancies, technology and platform
giants, engineering powerhouses, all niche players, and
broad business services beyond the leading 18
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ESG Software Solutions: From S905M to $4.34B in 6 Years

veraanti}

R, 7 — _ | Verdantix is a leading EHS and ESG
e «\\ <l \‘\\\\ A research provider.

S\ Their market analysis shows the ESG
Y software market at $905 million in 2021,
! growing at 30% CAGR to $4.34B in 2026.

il p’

GLYNT.AI Source:


https://www.verdantix.com/report/market-size-and-forecast-esg-reporting-software-solutions-2021-2027-global

The Requlators are Also Sizing Up a Large Market

Both regulators are required to estimate the cost of compliance as part of the regulatory process

The New Climate Disclosure Market

EU: $7.8B USD*

+  US SEC: $10.4B USD

TOTAL: $18.2B USD

*As of June 2023
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The EU’s Carbon Import Tariff is a Game Changer

This is one ruling dictates the key standard for every global company: Audit-ready emissions data

The EU’s Challenge The Importer’s Challenge

« EU companies have limited rights to
pollute (emit CO2e). Heavy polluters
buy credits from businesses who are
not using their full allocation.

« The EU Commission wants importers
to face the same extra cost, starting

g™ 0

. . . . . EU importers of goods EU importer If importers can prove that a
iNn 2023 with six sectors: cement, iron covered by the CBAM registers declares carbon price has
& steel, aluminum, fertilizers ilmarionclont RS the emissions already been paid
. ! . J where they can also buy embedded in its imports and during the production of the
electricity, hydrogen. This will expand CBAM certificates. surrenders imported goods, the
h . Certificates are priced based on th di b corresponding amount
to chemicals, plastics and autos. weekly ETS S T s e e detel
Then to all products by 2030. allowances.
#EUGreenDeal e )
Source: CNN; European Commission The importer will need audited emissions data at the product level
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Established Software Vendors Are Already Expanding into Sustainability

They are getting ready to use sustainability data, but do not produce sustainability data

ANAPLAN SAP SALESFORCE
1700 customers 300K customers 150K customers
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Sustainability Data Preparation is Neglected

We surveyed sustainability and carbon accounting software vendors in 2022 and in 2023.
Nothing changed

Some of the 300+ software vendors surveyed by GLYNT
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ﬂ MRMI R B EnHelix  vidodty ecodesk m .%_ @ Wotershed  Gplanet @ =ARTERM FBytes  Q Quentic
urjanet —_ 0 wi Normal M measurabi ; N o
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Everyone Says “Upload your CSV” VU W PO ——

Including SAP & Oracle
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In 2021 the Sustainability Data Ecosystem Was Confusing

A disconnected sideshow, with reporting done once per year

GLYNT.AI

/ Procureme Accounting Financial Planning
Nt Software Software Software

ERP Financial Reporting

Manual
Workflows

Enterprise Software and Systems
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Market Data
Providers

Carbon
Markets

Financial

Market Ratings
& Comps
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In 2023 Sustainability Data is in the Enterprise Tech Stack

Everyone can leverage familiar systems and their enterprise expertise

) coovos ) cemumwirs L cusToneRs

IT & Legal Financial &
Compliance Accounting Systems

Financial Planning
& Analytics

ENTERPRISE SYSTEMS

DATA LAYER f

PRIMARTY DATA SOURCES ﬁ

Changing Local Regs Changing Local Biz Data
EEER
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Selected Sources

Overviews

* Navigating the ESG landscape: Comparison of the “Big Three”
Disclosure Proposals (Harvard Law School Forum on Corporate
Governance)

* The "Soxification" of ESG (KPMG Advisory)

EU

« EU's New ESG Reporting Rules Will Apply to Many US Issuers
(Harvard Law School Forum on Corporate Governance)

» EFRAG Approves European Sustainability Reporting Standards
(ESGC Today)

» The Age of Sustainability: As New European Disclosure
Reguirements Take Shape, Here's How Businesses Should Stay
Ready (Protiviti)

Canada

+ Climate Risk Management (Office of the Superintendent of
Financial Institutions)

» Canada Introduces Mandatory Climate Disclosures for Banks,
Insurance Companies Beginning 2024 (ESC Today)

UK

Climate disclosure requirements set to take effect in UK (Financial Management)

Climate change reporting obligations for UK banks (Farrer & Co)

SECR explained: Streamlined Energy & Carbon Reporting framework for UK
business (Carbon Trust)

USA

SEC Proposes Rules to Enhance and Standardize Climate-Related Disclosures for
Investors (SEC)

Federal Reserve Board announces that six of the nation's largest banks will
participate in a pilot climate scenario analysis exercise designed to enhance the
ability of supervisors and firms to measure and manage climate-related financial
risks (Federal Reserve)

Climate-Related Macroeconomic Risks and Opportunities (Council of Economic
Advisers, Office of Management and Budget)

Accounting & Controls

The COSO Internal Control Framework and Sustainability Reporting (The CPA
Journal)

COSO Framework and Sustainability (IMA)

ISSB unanimously confirms Scope 3 GHG emissions disclosure reguirements with
strong application support, among key decisions (IFRS)

Intersection of Environmental, Social, and Governance Matters with Financial
Accounting Standards (FASB)
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https://www.farrer.co.uk/news-and-insights/climate-change-reporting-obligations-for-uk-banks/
https://www.carbontrust.com/news-and-insights/insights/secr-explained-streamlined-energy-carbon-reporting-framework-for-uk-business
https://www.carbontrust.com/news-and-insights/insights/secr-explained-streamlined-energy-carbon-reporting-framework-for-uk-business
https://www.osfi-bsif.gc.ca/Eng/fi-if/rg-ro/gdn-ort/gl-ld/Pages/b15-dft.aspx
https://www.esgtoday.com/canada-introduces-mandatory-climate-disclosures-for-banks-insurance-companies-beginning-2024/
https://www.esgtoday.com/canada-introduces-mandatory-climate-disclosures-for-banks-insurance-companies-beginning-2024/
https://www.sec.gov/news/press-release/2022-46
https://www.sec.gov/news/press-release/2022-46
https://www.federalreserve.gov/newsevents/pressreleases/other20220929a.htm
https://www.federalreserve.gov/newsevents/pressreleases/other20220929a.htm
https://www.federalreserve.gov/newsevents/pressreleases/other20220929a.htm
https://www.federalreserve.gov/newsevents/pressreleases/other20220929a.htm
https://www.whitehouse.gov/wp-content/uploads/2022/04/CEA_OMB_Climate_Macro_WP_2022.pdf
https://www.cpajournal.com/2019/07/29/the-coso-internal-control-framework-and-sustainability-reporting/
https://www.imanet.org/insights-and-trends/external-reporting-and-disclosure-management/coso-framework-and-sustainability?ssopc=1
https://www.ifrs.org/news-and-events/news/2022/10/issb-unanimously-confirms-scope-3-ghg-emissions-disclosure-requirements-with-strong-application-support-among-key-decisions/
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