KPMG

Amstelveen, February 7, 2025

Subject: KPMG Climate Letter 2025

Dear reader,

Across society, the calls for taking responsibility for a just transition to a more sustainable
world are growing louder. Clients, investors, employees, consumers, and civil society
organizations are increasingly demanding transparency on companies’ sustainability. With
this Climate Letter 2025, KPMG urges other businesses and our (societal) stakeholders to
stay focused on the core goals of the environmental, social, and governance (ESG)
movement — despite the pressures and demands of regulatory frameworks such as the
European Corporate Sustainability Reporting Directive (CSRD).

Large companies well on their way

Mandatory ESG reporting is being phased in. Under the CSRD, which has now been
submitted to the Dutch Parliament for transposition into Dutch law, the first group of large
listed companies, banks, and insurers must provide standardized disclosures on various
aspects of their ESG performance. Many of these companies were already reporting on
sustainability in preparation for CSRD implementation. Indeed, KPMG research shows that
94% of the 100 largest Dutch companies had already published a sustainability report by
2023.

It is encouraging to see that many companies are pacing themselves, not least because the
CSRD offers opportunities as well as imposing obligations. The large companies in the first
group are now finalizing their CSRD reports, but meeting the CSRD requirements takes
considerable effort. In preparing the CSRD-compliant report for KPMG the Netherlands, we
learned two things: first, it requires hard work to stay focused on the goal, and second, it is
essential to start early and involve ESG experts as well as the finance department early in

the process.

Concerns about “second-wave” companies

Owing to the large number of reporting rules and the significant amount of data to be
collected, there is a danger that CSRD reporting will turn into a box-ticking exercise.
Uncertainty about EU legislation adds to the challenge. Given this complexity and
uncertainty, we are concerned about the ability of large unlisted companies, which are due
to start reporting under the CSRD in 2025 (“Wave 2”), to meet this target.
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While these companies are undoubtedly up to the task, we recommend temporizing with
reporting rules. This will allow organizations to make their CSRD reporting more than a
compliance exercise.

Aligning for the future

Moreover, to build confidence, Dutch legislation must align with European plans. The
European Commission is expected to publish an Omnibus Simplification Package in late
February, aimed at merging existing EU requirements for corporate sustainability reporting.
These requirements are contained in the sustainability and due diligence reporting
directives for businesses (CSRD and the Corporate Sustainability Due Diligence Directive
(CSDDD)) and the EU Taxonomy Regulation. This is a sensible step, and KPMG endorses this
approach, which will reduce the administrative burden on companies and avoid double
reporting while maintaining the high standards expected under existing ESG frameworks.

Temporizing gives companies from Wave 2 room to integrate ESG objectives more deeply
into their business operations, think about a long-term strategy, and align with European
regulations. It is important, however, that they continue to prepare for CSRD reporting,
taking into account their specific type of company and the ESG goals that are most relevant
to them. These companies can learn from the experience of large companies through their
auditors, who are currently engaged in assuring the first wave of CSRD-compliant reports.

Role of the auditor

Meanwhile, KPMG’s audit teams are continuing their work on sustainability. We are again
including a climate paragraph in our audit reports on the 2024 financial statements of our
clients. In addition, we are paying careful attention to the alignment between sustainability
and financial reporting. In our assurance report accompanying clients’ sustainability
reporting, we explicitly point out that what management writes about the uncertainties
associated with the first application of the CSRD standards reflects the time in which the
reporting was prepared. Of course, we are already having discussions with the companies in
Wave 2 about the timeliness and development of the double materiality assessment (DMA).

Concrete advice for businesses

We have three pieces of advice for businesses:

1) Start the DMA early and do it in iterations

2) Do a timely dry-run to understand data availability and reliability
3) Substantiate the starting points and document the process

We must remember that regulation is a means, not an end in itself: ultimately, the CSRD is
not only about reporting but also about understanding companies’ underlying actions.
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This means that (EU) legislature should focus less on regulation and instead pay more
attention to encouraging innovation in sustainability — for example, through innovation
funds that encourage sustainable actions.

A just transition and acceleration to a sustainable world will be achieved by including ESG in
business processes, preferably focused on profitable and sustainable business cases. This is

important for future earnings models and will lead to stronger intrinsic motivation to report
on these efforts. In doing so, we avoid turning compliance with sustainability legislation into
a mere box-ticking exercise.

Sincerely,

Mariska van de Luur

Head of Assurance | Member of the Executive Board of KPMG N.V.
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