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Funding a sustainable future

How organizations are leveraging the Inflation Reduction Act (IRA)

Now more than ever, organizations are recognizing the significant benefits of the Inflation
Reduction Act (IRA) — a groundbreaking piece of federal legislation on energy and the environment,
among other topics. It has become a vital component of strategic planning and future success as
organizations capitalize on the financial benefits it offers across industries to fund investment in a
sustainable future.

KPMG LLP's study indicates that there is a strong interest in leveraging the IRA benefits in long
term planning and that organizations perceive it as a key source of competitive advantage. To
realize the full scope of the IRA’s financial benefits, organizations are investing in internal
upskilling, related data analytics, and advice from outside experts in sustainability and tax.

The study examines, in detail, which of the many IRA’s sustainability provisions organizations are
leveraging most. It also delves into the new marketplace of buying and selling tax credits, where
many organizations require extensive third-party guidance and support as they navigate this

new landscape.

While the IRA may seem complex at first, the study reveals the IRA offers organizations the
chance to invest in a sustainable future while simultaneously benefiting their bottom lines.

Davm Spe[:tor Clients are feeling a heightened sense of

_ _ urgency to capitalize on IRA benefits now,
Managing Director, before they potentially are affected by a change

glg‘é?esgg(gg(rje&?npgg Advisory in administration and political uncertainty.
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Executive summary

The IRA is a financial tool organizations can use to competitively fund sustainable projects. Despite delays in clear governmental guidance, organizations have significant plans to leverage
IRA provisions in the long term and the majority recognize it as a source of competitive advantage. To maximize the IRA’s strategic opportunities, including navigating the new tax credit

transfer market, organizations are seeking out 3™ party support.

The IRA has become table-stakes for competitive strategy

The IRA has major influence on an organization’s future
strategy and project planning

98%
99%
61%

The specific provisions that are expected to most influence
future strategy / planning are...

view the IRA as a source of competitive
advantage

organizations are leveraging the IRA to fund their
sustainable strategy and decarbonization plan

organizations have extensive plans to leverage
the IRA in long term

Environmental Provisions: Social Provisions:

* Renewable energy / .
energy efficiency (100%)

Prevailing Wage &
Apprenticeship (98%)

* Transportation (96%) * Low-income housing (95%)

Capitalizing on IRA benefits

There are significant financial benefits of the IRA:

86% see it as a way to reduce taxes

00%

To maximize benefits:

12%

see it as a way to save on costs, beyond
reduced taxes

are improving data analytics and increasing
training to build expertise

Absence of prompt governmental
Top guidelines on the IRA provisions
challenges

include Inability to capture/extract the necessary data

are waiting for more guidance from the
government before further leveraging the IRA

687%

KPMG Recommended Next Steps

Navigating the new IRA tax credit transfer market

0/%

More organizations (33%) wish to engage in selling tax
credits, compared to those who wish to buy tax credits
(21%)

Top reasons for buying tax credits:

» Support of renewable energy projects
+ Diversify investments and reduce overall tax liability

Top reasons for selling tax credits:

* Increased visibility and impact of organization
« Generate additional revenues/cashflow

5%

Of organizations are interested in participating
in the tax credit transfer market

require some level of advice - from basic
instruction or ad hoc support to extensive
guidance - from third parties to engage in
selling and buying tax credits

» Strategically evaluate IRA benefits to stay ahead of peers

* There are many IRA provisions — determine which are
relevant for your industry and can help fund your
strategic goals and decarbonization commitments

KPMG

company limited by guarantee. All rights reserved

+ Have along-term plan that is adaptable to the pace of
governmental guidance and an evolving political landscape

+ Upskill data analytics and internal expertise to maximize
the IRA benefits and uncover hidden opportunities

© 2024 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a private English

* Buyers assume tax recapture risk, so full diligence
and ongoing monitoring needs to be part of
purchase decisions

» Sellers should work with trusted partners to add
credibility to their listings, especially as there is currently
more supply than demand for credits
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Respondents demographics

I Organization structure and industry representation

Region in which respondents’ company is headquartered
76%

I usa

Bl canada / Mexico
Il Europe

I Asia Pacific

Ownership structure and revenue

Type of organization

N=300

Publicly traded Private Public Sector Government Non-Profit
Industry classification® Gross annual revenue of the companies
18% 26% 26% 26%
16% 16%
0, 0, 0,
11% 11% 11% 15%
8%
4% 4% 5%
EE =
ENRC HCLS IM C&R FS Insurance TMT State and  Non-Profit Less than US$1B - US$10B - US$25B - US$50B - US$100B
(excluding Local and Higher us$1B US$9.9B US$24.9B US$49.9B US$99.9B or more
Insurance) Government Education
Note(s): (a) questions may not add to 100% due to rounding

Source: IRA survey, Oct 2023

KPMG
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Respondents demographics

Function / division that
respondents represent @

I Finance and accounting
Il Operations
Il Investment management
I strategy
M Tax
I Procurement and Supply Chain
I sustainability / CSR
Executive leadership

Respondent's role in the organization

Respondents’ level in the
organization

Board Member’

C-level executives

Senior management
(e.g., Business
Unit Head, VP)

Note(s): (a) Sales, Customer Service, HR, IT and Others have been removed because of no responses

Source: IRA survey, Oct 2023

KPMG
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Degree of decision-making authority respondents have within
their organization in key areas

74%

Major capital Long term Strategic
allocations strategy investments

78%

Construction Sustainability
projects / CSR

Tax Strategy

Il No influence [ Moderate influence [l Key decision maker

Respondents job responsibility or task directly related to taxes

18%
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TheIRAIs asource for competitive advantage - organizations are planning accordingly

The majority of the respondents are familiar with the IRA, with 98% considering it a source of competitive advantage and 68% planning to leverage the IRAIn

the future.

Level of awareness of the IRA Plans to leverage the IRA in future

93%
I somewnhat familiar .

I Very familiar

The IRA as a source of competitive advantage

Not sure

98% 0% % 2% In next 1-2 years In next 3-5 years

Il someplans [ Extensive plans

Source: IRA survey, Oct 2023
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The IRA has major influence on organization's future strategy and planning

All respondents believe that the IRA plays a crucial role in their organization's future strategy and project planning broadly, but also specifically in relation to

funding sustainability and decarbonization strategies, with 99% leveraging the IRAto fund their sustainable strategy. A significant number of companies are
also adopting other US legislative mechanisms, such as CHIPS Act, to complement their organizations' planning efforts and investments.

Impact on future strategy & Funding sustainable strategy and Other US legislative mechanisms being leveraged @
project planning decarbonization plan®)

CHIPS & Science Act 69%

7%

Moderate influence Other federal and state grants loans 69%

Bipartisan Infrastructure Law (BIL) and I1JA 220

State tax incentives 15%

22%

Extensive influence

Other 4%

Somewhat Heavily leveraging
leveraging the IRA to the IRA to fund
fund decarbonization decarbonization

Note(s): (a) Sum does not add up to 100% as it is a multi-select question; (b) questions may not add to 100% due to rounding
Source: IRA survey, Oct 2023
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Sectors have individual approaches-according to the IRA's perceived strategic influence

All sectors have at least some plans to leverage the IRA — but looking specifically at those with “extensive” plans reveals additional insight. Hard-to-abate

sectors like Energy and Industrials acknowledge the IRA’s influence on future strategy at a higher rate than they are factoring it into future planning.
Government and Non-Profit sectors have extensive plans, likely to take advantage of the new tax-credit transfer market and grants.

IRA’s impact on future strategy and planning — By Sector®

m Extensive influence on future strategy m Extensive plans to leverage in 3-5 years
100% 100% 100%
86% 83%
75% 76%
64%
59% 58% 59%
0 53%
53% ) 50%
47% 46%
42%
38% I | I I 36%
Consumer & Retail Energy Natural Health Care and Life Industrials / Technology Media & Insurance Financial Services State and Local Non-Profit Higher Education
Resources & Sciences Manufacturing Telecom (excl. Insurance) Government

Chemicals

Note(s): (a) Percentages do not add to 100% because responses are from two separate questions
Source: IRA survey, Oct 2023
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Renewables and transportation are the most popular eco-focused IRA provisions

Most organizations are focusing on the Renewable Energy and Energy Efficiency, Transportation, and Carbon Capture provisions.

Significantly fewer are planning around the Advanced Manufacturing and Alternative Fuels provisions.

Key: - Extensive - Moderate Leveraging environmentally-focused IRA provisions
Influence on Future Strategy Plans to leverage in 1-2 years Plans to leverage in 3-5 years
@é Energy Efficiency

Transportation 45% 51% 96% 31% 64% 95% 52% 44% 96%

8%

Advanced 5 0 0 9 9 0
Manufacturing 9% [14% AL E 19% 13% |10% PRl

%@7: Carbon Capture 23% 62% 85% 23% 63% 86% 36% 51% 87%

% 5%

(- :
) Alternative Fuels 14% AL P 199 10% | 14% BT

Source: IRA survey, Oct 2023
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PWA and low-income housing are the top socially-focused IRA provisions

Most organizations are focusing on the PWA, low-income housing, and energy communities provisions.

Significantly fewer are planning around the investment in economically distressed areas or historic rehabilitation provisions exclusively.
An important nuance is that among the socially-focused provisions, there is significant overlap in target- communities.

Key: - Extensive - Moderate Leveraging socially-focused IRA provisions

Influence on Future Strategy

Plans to leverage in 1-2 years Plans to leverage in 3-5 years

Prevailing wage and
apprenticeship (PWA) 45% 53% 98% 21% 7% 98% 61% 38% 99%

requirements

Low-income housing 47% 48% 95% 44% 50% 94% 56% 41% 97%

Energy communities 33% 58% 91% 35% 54% 89% 39% 53% 92%

Investment in low-income

or economically 21% 35% 56% 11% 43% 54% 21% 35% 56%
distressed areas

4% 4%

Historic rehabilitation 42% 46% 40% 44% 7% 39% 46%

B @ D

Source: IRA survey, Oct 2023
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The full potential of the IRA s vet to be realized by organizations

Although a majority of the organizations are currently leveraging the IRA to a certain extent, only ~22% of the companies feel they are utilizing

it to its full potential. This is likely due to slow governmental guidance towards individual IRA provisions and because we are at the start of a long
journey in relation to the energy transition, decarbonization, and sustainability. commitments:

Degree at which organizations currently leverage the IRA® Organizations utilizing the IRA to the full potential @

90%

Partially 76%

Yes 22%

No M 1%

9%

0%

Not currently leveraging Somewhat leveraging Heavily leveraging

Note(s): (a) questions may not add to 100% due to rounding
Source: IRA survey, Oct 2023
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The IRAreduces taxes & costs - to make sustainable projects more appealing & affordable

Leveraging the IRA yields significant financial benefits, transcending tax reduction (a benefit identified by 86% of respondents) to encompass

further cost savings and heightened operational efficiency. To maximize these benefits, more than 72% of the organizations are improving data
analytics and increasing training to build expertise.

Top benefits organizations anticipate from leveraging the IRA® Steps taken by organization to maximize the benefits of the IRA®

76%
Reduced taxes

86%

Cost savings (beyond reduced taxes)

|

| dd Proactively
I DIONES el o engaged C-suite
analytics, Increased training )
. - . D . . and board in
Improved operational efficiency visualizations/ to build expertise

lanning/strat
dashboards SR EL =0

development

|

Implemented
generative Al
technology for
Increased production output improved tracking

|

Improved sustainability performance

|

Note(s): (a) Sum does not add up to 100% as it is a multi-select question
Source: IRA survey, Oct 2023
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Slowgovernment guidance is the leading barrier inrapid IRA adoption

Slow legislative processes are leading to a delay in clear governmental guidance being issued — causing organizations to delay their IRA plans. Lesser,

though still significant, challenges include data collection immaturity and lack of internal IRA expertise. Organizations are also aware that administration
changes may impact the IRA’s longevity. Consequently, 68% are waiting for more guidance from the government before further leveraging the IRA.

Waiting on governmental guidance before

further leveraging the IRA® Barriers in leveraging the IRA®

59%

Yes
No Absence of clear Inability to Uncertain Insufficient Inability to The notion that Inadequate Insufficient
government capture/extract political situation ~ knowledge in utilize credits IRA provisions support from investment or
guidelines on the necessary  (longevity of IRA the organization may not be leadership other available
Unsure \ IRA provisions data provisions) about IRA applicable to funding to
technicalities our organization implement
or industry actions

Note(s): (a) Sum does not add up to 100% as it is a multi-select question
Source: IRA survey, Oct 2023
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Majority are interested inthe new tax credit transfer market, but need 3rd party guidance

57% of the organizations are interested in participating in the tax credit transfer market, of these organizations, more are

interested in selling than buying. 85% of both buyers and sellers are seeking some level of guidance and advice
from 3 parties as they navigate the risk involved on both sides.

Level of assistance needed from third-party advisors

Organizations interest in buying or selling tax credits regarding tax credits transfers

Both

45%

Buying tax credits Extensive guidance and advice

Basic instructions and resources 40%

Neither

Varying levels of support for

ad-hoc requests 10%

Minimal involvement mainly

handling paperwork 3%

Selling tax credits

No support needed 2%

Source: IRA survey, Oct 2023
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Buyers are seeking to support renewable projects but lack clear governmental guidance

Outside of clear financial incentives - such as reducing their overall tax liability - buyers are motivated to purchase credits to support

renewable projects and to achieve sustainability goals. However, the lack of clear governmental guidance and the risk buyers assume
in transactions are key challenges to navigate.

Reasons for organizations to engage in buying tax credits®

50% 49% 49%

Support renewable energy projects Diversify investment portfolio Reduce overall tax liability To achieve environmental Better return on investment Demonstrate commitment to
and sustainability goals than if we implemented IRA- sustainability and social responsibility
funded initiatives ourselves

e Challenges for organizations in buying tax credits®

Lack of clear Possibility of Potential changes Limited resources Uncertain Difficulty Uncertainty Impact on Potential Lack of Recapture risks Identifying
governmental fraudulent or to tax laws or for researching of benefits understanding the  about the legal organization’s reputation risks information on quality tax credit
guidance invalid credits regulations that  available credits eligibility criteria and financial financial position potential returns opportunities
could impact implications from credits

credits

Note(s): (a) Sum does not add up to 100% as it is a multi-select question
Source: IRA survey, Oct 2023
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Sellers are seeking toincrease theirimpact & visibility, but face internal skepticism

Sellers are aiming to increase both their organization’s visibility and the impact of their sustainability efforts, all while generating additional revenue.
However, they face skepticism internally due to the potential risks associated with selling tax credits and the novelty of the relatively untested process.

This has led many to seek out support from 3 parties that can find potential buyers and add credibility to a seller’s listing — which is becoming
increasingly important to have as the market surplus of tax credits for sale currently favors buyers.

Reasons for organizations to engage in selling tax credits® Challenges for organizations in selling tax credits®

75% Facing internal resistance to the notion of selling tax credits

68%

Concern regarding potential risks and liabilities associated with the selling process

|

Limited understanding or awareness of potential interested third-party buyers

|

Lack of clear and adequate governmental guidance

H

Uncertainty in how to evaluate or assess the value of tax credits

1%
Increases Enables our Generates Increases Not enough denifvi wential b
visibility of the ~ organization additional funding for the  taxable income entifying potential buyers
organization to expand revenue/ organization’s to utilize tax m

our impact cashflow programs credits programs

Note(s): (a) Sum does not add up to 100% as it is a multi-select question
Source: IRA survey, Oct 2023
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Meet the team tolearnmore

£

RobFisher TimAndreasen David Spector CandiceLong JefferyPhillips

Sustainability Leader, Renewables Leader, Advisory Managing Tax Managing Director, Director Advisory,
KPMG LLP KPMG LLP Director, KPMG LLP KPMG LLP KPMG LLP
rpfisher@kpmg.com tjandreasen@kpmg.com davidspector@kpmg.com candicelong@kpmg.com jeffreyphillips@kpmg.com
+1 804 782 4226 +1 402 742 3243 +1 303 382 7792 +1 303 296 2323 +1 508 479 0064
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Some or all of the services described herein may not be permissible for KPMG audit
clients and their affiliates or related entities.

in kpmg.com

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
endeavour 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 upon such information without appropriate professional advice after a thorough examination of the
particular situation.

Opinion Disclaimer: The views and opinions expressed herein are those of the surveyed respondents and do not necessarily represent the views and
opinions of KPMG LLP.
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