IAASB Main Agenda (September 2009) Ag en d a Item
2-D

Reconciliation of ISA Requirements with Grey Shaded Text of
Draft ISAE 3410

In addition to marked changes, the following changes have been made throughout the ISA
requirements below without mark-up:

. auditor — assurance professional
. abditer’srepert — assurance report
. audit-documentation — engagement documentation
. audit-evidenee — engagement evidence
. abdit-procedure — assurance procedure
. audit-work — assurance procedure
. auditfile — engagement file
. auditrisk — engagement risk
. abditsamphing — sampling
. auditstrategy-fauditplan — engagement strategy / engagement plan
. the-audit/financial statementaudit/audit-engagement —
the engagement (or similar as appropriate)
. financialreporting-framework-/financial-reporting-standards — criteria
. finaneial-statement{s) — GHG statement
. class-oftransactions,-account-balance-or-disclosure — type of emission, and disclosure

ISAE
Comment 3410

ISA 200 - OVERALL OBJECTIVES

DEFINITION Deleted 10(d)

Assurance professional — “Assurance professional” is used to refer to the person or w
persons conducting the engagement, usually the engagement partner or other members included as
of the engagement team, or, as applicable, the firm. Where an-this ISAE expressly = footnote to
intends that a requirement or responsibility be fulfilled by the engagement partner, the definition of
term “engagement partner” rather than “assurance professional” is used. “Engagement engagement
nartner” and M2 areto-be read eferrine heirpublic-sectorequivalentswhere | Rartner.

Already in July | 13
version of ISAE

3410

ISAE 3000 para | —
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- el .--. - - M

GHG-statement-to-be-materially-misstated-—(Ref-Para-Al8-A22)

Professional Judgment

16.

The assurance professional shall exercise professional judgment in planning
and performing the engagement-ef GHG-statement.

APPLICATION MATERIAL

A23.

A24,

A25.

A26.

A27.

Professional judgment is essential to the proper conduct of an assurance
engagement. This is because interpretation of relevant ethical requirements and
the ISAEs and the informed decisions required throughout the engagement
cannot be made without the application of relevant knowledge and experience
to the facts and circumstances. Professional judgment is necessary in particular
regarding decisions about:

. Materiality and engagement risk.

) The nature, timing, and extent of assurance procedures used to meet the
requirements of the ISAs and gather engagement evidence.

. Evaluating whether sufficient appropriate engagement evidence has been
obtained, and whether more needs to be done to achieve the objectives of
the ISAEs and thereby, the overall objectives of the assurance
professional.

. The evaluation of the entity’s judgments in applying the criteria.

. The drawing of conclusions based on the engagement evidence obtained,
for example, assessing the reasonableness of the estimates made by the
entity in preparing the GHG statement.

The distinguishing feature of the professional judgment expected of an
assurance professional is that it is exercised by an assurance professional whose
training, knowledge and experience have assisted in developing the necessary
competencies to achieve reasonable judgments.

The exercise of professional judgment in any particular case is based on the
facts and circumstances that are known by the assurance professional.
Consultation on difficult or contentious matters during the course of the
engagement, both within the engagement team and between the engagement
team and others at the appropriate level within or outside the firm, such-as-that
reguired-by1SA-220(Redrafted);—assist the assurance professional in making

informed and reasonable judgments.

Professional judgment can be evaluated based on whether the judgment reached
reflects a competent application of auditing-and-accountingassurance and GHG
quantification and reporting principles, and is appropriate in the light of, and
consistent with, the facts and circumstances that were known to the assurance
professional up to the date of the assurance_report.

Professional judgment needs to be exercised throughout the engagement. It also
needs to be appropriately documented. In this regard, the assurance professional
is required to prepare engagement documentation sufficient to enable an
experienced assurance professional, having no previous connection with the
engagement, to understand the significant professional judgments made in
reaching conclusions on significant matters arising during the engagement.
Professional judgment is not to be used as the justification for decisions that are
not otherwise supported by the facts and circumstances of the engagement or
sufficient appropriate assurance engagement evidence.

Agenda Item 2-D
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Sufficient Appropriate Engagement Evidence and Engagement Risk

Conduct of Assurance Engagement in Accordance with ISAs

Complying with ISAs Relevant to the Engagement

20.

I i Individual
- omlvine with Rl . 22 22
iy hi -

The assurance professional shall not represent compliance with this ISAEs in-the
assurance—report—unless the assurance professional has complied with the
requirements of this ISAE and ISAE 3000al—othertSAs—relevant—to—the

engagement.

These requirements relate to

ISAE 3000 para
22 and 24

Not necessary

Not necessary

Replaces July
version of ISAE

3410 para 14

the authority of

objectives, requirements etc.

They are dealt

with through the conforming amendment to the

Preface proposed in the ISAE 3402 agenda

item.

ISA 210 TERMS OF ENGAGEMENTS

Preconditions for Assurance Engagement

6.

In order to establish whether the preconditions for an assurance engagement are
present, the assurance professional shall:

(@)
(b)

Obtain the agreement of the entity that it acknowledges and understands
its responsibility:

0 o of the GG : b o

(iii)  To provide the assurance professional with:

a.  Access to all information of which the entity is aware that
is relevant to the preparation of the GHG statement such as
records, documentation and other matters;

b.  Additional information that the assurance professional may
request from the entity for the purpose of the engagement; and

Agenda Item 2-D
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c.  Unrestricted access to persons within the entity from whom
the assurance professional determines it necessary to obtain
engagement evidence.

Limitation on Scope Prior to Assurance Engagement Acceptance

Other Factors Affecting Assurance Engagement Acceptance

8. If the preconditions for assurance engagement are not present, the assurance
professional shall discuss the matter with the entity. Unless required by law or
regulation to do so, the assurance professional shall not accept the proposed
assurance engagement:

(@)

(b)

If the assurance professional has determined that the criteria to be
applied in the preparation of the GHG statement are unacceptable-exeept

as-provided-in-paragraph-19; or

If the agreement referred to in paragraph 6(b) has not been obtained.

Agreement on Assurance Engagement Terms

9. The assurance professional shall agree the terms of the engagement with the

entity.

10.  Subjectto-paragraph-1d-the agreed terms of the engagement shall be recorded
in an assurance engagement letter or other suitable form of written agreement

and shall include:

(@)
(b)
(©)
(d)

(€)

The objective and scope of the engagement-efthe- GHG-statement;
The responsibilities of the assurance professional;
The responsibilities of the entity;

Identification of the applicable criteria for the preparation of the GHG
statement; and

Reference to the expected form and content of any reports to be issued by
the assurance professional and a statement that there may be circumstances
in which a report may differ from its expected form and content.

Agenda Item 2-D
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Recurring Engagements

13.  On recurring assurance engagements, the assurance professional shall assess 22
whether circumstances require the terms of the engagement to be revised and
whether there is a need to remind the entity of the existing terms of the
engagement.

Acceptance of a Change in the Terms of the Engagement

14.  The assurance professional shall not agree to a change in the terms of the 23
engagement where there is no reasonable justification for doing so.

ISAE 3000 para
1

Unnecessary
detail

Unnecessary
detail

Unnecessary
detail —
adequately
covered by
requirement to
assess the
suitability of
the criteria
ISAE 3000
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Assurance report Prescribed by Law or Regulation

21. In some cases, law or regulation of the relevant jurisdiction prescribes the
layout or wording of the assurance report—in—a—form—er—in—terms—that-are

significantly-different-from-the-requirements—of1SAs. In these circumstances,
the assurance professional shall evaluate:

(@  Whether users might misunderstand the assurance obtained from the
engagement efthe GHG-statement-and, if so,

(b)  Whether additional explanation in the assurance report can mitigate
possible misunderstanding.

If the assurance professional concludes that additional explanation in the assurance
report cannot mitigate possible misunderstanding, the assurance professional shall not
accept the engagement, unless required by law or regulation to do so. An assurance
engagement conducted in accordance with such law or regulation does not comply
with ISAEs. Accordingly, the assurance professional shall not include any reference
within the assurance report to the engagement having been conducted in accordance
with ISAEs.

ISA 220 - QUALITY CONTROL

DEFINITIONS:

Engagement partner — The partner or other person in the firm who is responsible for
the engagement and its performance, and for the assurance report that is issued on
behalf of the firm, and who, where required, has the appropriate authority from a
professional, legal or regulatory body.

LR T3

Footnote: “Engagement partner,” “partner,” and “firm” should be read as
referring to their public sector equivalents where relevant.

Engagement team — All partners and staff performing the engagement, and any
individuals engaged by the firm or a network firm who perform assurance procedures
on the engagement. This excludes an assurance professional’s external expert engaged
by the firm or a network firm.

Agenda Item 2-D
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Leadership Responsibilities for Quality on Assurance Engagements

8. The engagement partner shall take responsibility for the overall quality en-each
assuranceof the engagement-te-which-that-partner-is-assighed.

Relevant Ethical Requirements

9. Throughout the engagement, the engagement partner shall remain alert, through
observation and making inquiries as necessary, for evidence of non-compliance
with relevant ethical requirements by members of the engagement team.

10.  If matters come to the engagement partner’s attention through the firm’s system
of quality control or otherwise that indicate that members of the engagement
team have not complied with relevant ethical requirements, the engagement
partner, in consultation with others in the firm, shall determine the appropriate
action.

Independence

11. The engagement partner shall form a conclusion on compliance with
independence requirements that apply to the engagement. In doing so, the
engagement partner shall:

(@)  Obtain relevant information from the firm and, where applicable,
network firms, to identify and evaluate circumstances and relationships
that create threats to independence;

(b)  Evaluate information on identified breaches, if any, of the firm’s
independence policies and procedures to determine whether they create a
threat to independence for the engagement; and

(c)  Take appropriate action to eliminate such threats or reduce them to an
acceptable level by applying safeguards, or, if considered appropriate, to
withdraw from the engagement, where withdrawal is possible under
applicable law or regulation. The engagement partner shall promptly
report to the firm any inability to resolve the matter for appropriate
action.

Acceptance and Continuance of Client Relationships and Assurance
Engagements

12.  The engagement partner shall be satisfied that appropriate procedures regarding
the acceptance and continuance of client relationships and assurance
engagements have been followed, and shall determine that conclusions reached
in this regard are appropriate.

13.  If the engagement partner obtains information that would have caused the firm
to decline the engagement had that information been available earlier, the
engagement partner shall communicate that information promptly to the firm,
so that the firm and the engagement partner can take the necessary action

Assignment of Engagement Teams

14.  The engagement partner shall be satisfied that the engagement team, and any

assurance professional’s external experts-who-are-not-part-of-the-engagement

team, collectively have the appropriate competence and capabilities to:

(@)  Perform the engagement in accordance with professional standards and
applicable legal and regulatory requirements; and

(b)  Enable an assurance report that is appropriate in the circumstances to be
issued.

Agenda Item 2-D
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Engagement Performance

Direction, Supervision and Performance

15.  The engagement partner shall take responsibility for:

(@) The direction, supervision and performance of the engagement in
compliance with professional standards and applicable legal and
regulatory requirements; and

(b)  The assurance report being appropriate in the circumstances.

Reviews

16.  The engagement partner shall take responsibility for reviews being performed
in accordance with the firm’s review policies and procedures.

17.  On or before the date of the assurance report, the engagement partner shall,

through a review of the engagement documentation and discussion with the
engagement team, be satisfied that sufficient appropriate engagement evidence
has been obtained to support the conclusions reached and for the assurance
report to be issued.

Consultation

18.

The engagement partner shall

()  Take responsibility for the engagement team undertaking appropriate
consultation on difficult or contentious matters;

(b) Be satisfied that members of the engagement team have undertaken
appropriate consultation during the course of the engagement, both
within the engagement team and between the engagement team and
others at the appropriate level within or outside the firm;

(c) Be satisfied that the nature and scope of, and conclusions resulting from,
such consultations are agreed with the party consulted; and

(d)  Determine that conclusions resulting from such consultations have been
implemented.

Engagement Quality Control Review

19.

20.

For audits—ef-GHGstatement—of listed—entities,—and-those ether—assurance
engagements, if any, for which the firm has determined that an engagement
quality control review is required, the engagement partner shall:

(@) Determine that an engagement quality control reviewer has been
appointed;

(b)  Discuss significant matters arising during the engagement, including
those identified during the engagement quality control review, with the
engagement quality control reviewer; and

(c) Not date the assurance report until the completion of the engagement
quality control review.

The engagement quality control reviewer shall perform an objective evaluation
of the significant judgments made by the engagement team, and the conclusions
reached in formulating the assurance report. This evaluation shall involve.

(@)  Discussion of significant matters with the engagement partner;
(b)  Review of the GHG statement and the proposed assurance report;

()  Review of selected engagement documentation relating to the significant
judgments the engagement team made and the conclusions it reached; and

Agenda Item 2-D
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(d) Evaluation of the conclusions reached in formulating the assurance
report and consideration of whether the proposed assurance report is
appropriate;=

(ae) Consideration of Fthe engagement team’s evaluation of the firm’s

independence in relation to the engagement;

(bf) Consideration of YWwhether appropriate consultation has taken place on
matters involving differences of conclusion or other difficult or
contentious matters, and the conclusions arising from those
consultations; and

(eg) Consideration of Wwhether engagement documentation selected for
review reflects the work performed in relation to the significant
judgments and supports the conclusions reached.

Differences of Conclusion

22.

If differences of conclusion arise within the engagement team, with those consulted
or_any assurance professional’s external experts, or where applicable, between the
engagement partner and the engagement quality control reviewer, the engagement
team shall follow the firm’s policies and procedures for dealing with and resolving
differences of conclusion.

Monitoring

23.

An effective system of quality control includes a monitoring process designed
to provide the firm with reasonable assurance that its policies and procedures
relating to the system of quality control are relevant, adequate, and operating
effectively. The engagement partner shall consider the results of the firm’s
monitoring process as evidenced in the latest information circulated by the firm
and, if applicable, other network firms and whether deficiencies noted in that
information may affect the engagement.

Documentation

24.

25.

The assurance professional shall include in the engagement documentation:

(@  Issues identified with respect to compliance with relevant ethical
requirements and how they were resolved.

(b)  Conclusions on compliance with independence requirements that apply
to the engagement, and any relevant discussions with the firm that
support these conclusions.

(c)  Conclusions reached regarding the acceptance and continuance of client
relationships and assurance engagements.

(d)  The nature and scope of, and conclusions resulting from, consultations
undertaken during the course of the engagement.

The engagement quality control reviewer shall document, for the engagement

reviewed, that:

(@  The procedures required by the firm’s policies on engagement quality
control review have been performed,;

(b)  The engagement quality control review has been completed on or before

Agenda Item 2-D
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the date of the assurance report; and

(€)  The reviewer is not aware of any unresolved matters that would cause the
reviewer to believe that the significant judgments the engagement team
made and the conclusions it reached were not appropriate.

ISA 230 -DOCUMENTATION

Documentation of the Assurance Procedures Performed and Engagement
Evidence Obtained

Form, Content and Extent of Engagement documentation

8.

10.

11.

The assurance professional shall prepare on a timely basis engagement
documentation that is sufficient to enable an experienced assurance
professional, having no previous connection with the engagement, to
understand:

(@)  The nature, timing and extent of the assurance procedures performed to
comply with the ISAEs and applicable legal and regulatory
requirements;

(b)  The results of the assurance procedures performed, and the engagement
evidence obtained; and

(c) Significant matters arising during the engagement, the conclusions
reached thereon, and significant professional judgments made in
reaching those conclusions.

In documenting the nature, timing and extent of assurance procedures
performed, the assurance professional shall record:

(@  The identifying characteristics of the specific items or matters tested;

(b) Who performed the engagement work and the date such work was
completed; and

(c)  Who reviewed the engagement work performed and the date and extent
of such review.

The assurance professional shall document discussions of significant matters
with the entity, those charged with governance, and others, including the nature
of the significant matters discussed and when and with whom the discussions
took place.

If the assurance professional identified information that is inconsistent with the
assurance professional’s final conclusion regarding a significant matter, the
assurance professional shall document how the assurance professional
addressed the inconsistency.

Departure from a Relevant Requirement

12.

If, in exceptional circumstances, the assurance professional judges it necessary
to depart from a relevant requirement in an—this ISAE, the assurance
professional shall document how the alternative assurance procedures
performed achieve the aim of that requirement, and the reasons for the
departure.

Agenda Item 2-D
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Matters Arising after the Date of the Assurance Report

13.

If, in exceptional circumstances, the assurance professional performs new or
additional assurance procedures or draws new conclusions after the date of the
assurance report, the assurance professional shall document:

(@  The circumstances encountered,;

(b) The new or additional assurance procedures performed, engagement
evidence obtained, and conclusions reached, and their effect on the
assurance report; and

(c)  When and by whom the resulting changes to engagement documentation
were made and reviewed.

Assembly of the Final Engagement File

14.

15.

16.

The assurance professional shall assemble the engagement documentation in an
engagement file and complete the administrative process of assembling the final
engagement file on a timely basis after the date of the assurance report.

After the assembly of the final engagement file has been completed, the
assurance professional shall not delete or discard engagement documentation of
any nature before the end of its retention period.

In circumstances other than those envisaged in paragraph 13 where the
assurance professional finds it necessary to modify existing engagement
documentation or add new engagement documentation after the assembly of the
final engagement file has been completed, the assurance professional shall,
regardless of the nature of the modifications or additions, document:

(@  The specific reasons for making them; and
(b)  When and by whom they were made and reviewed.

APPLICATION MATERIAL:

A21

ISQC 1 (or national requirements that are at least as demanding) requires firms
to establish policies and procedures for the timely completion of the assembly
of engagement files.! An appropriate time limit within which to complete the
assembly of the final engagement file is ordinarily not more than 60 days after
the date of the assurance report.?

ISA 240 -FRAUD

Definition
11(a) Fraud — An intentional act by one or more individuals among management,

those charged with governance, employees, or third parties, involving the use of
deception to obtain an unjust or illegal advantage.

Application Material (from the Introduction section of ISA 240)

2.

Misstatements in the GHG statement can arise from either fraud or error. The
distinguishing factor between fraud and error is whether the underlying action
that results in the misstatement of the GHG statement is intentional or
unintentional.

Although fraud is a broad legal concept, for the purposes of thise ISAEs, the

ISQC 1, paragraph 45.
ISQC 1, paragraph A54.
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assurance professional is concerned with fraud that causes a material

misstatement in the GHG statement. Fwo-types-of-intentional-misstatements-are
| i ; ling f ‘ lentfi ol

Although the assurance professional may suspect or, in rare cases, identify the
occurrence of fraud, the assurance professional does not make legal
determinations of whether fraud has actually occurred.

The ebjectives-ofthe-assurance professional areshall:

(@  Fo-ildentify and assess the risks of material misstatement of the GHG
statement due to fraud;

(b) Fo—eObtain sufficient appropriate engagement evidence regarding the
assessed risks of material misstatement due to fraud, through designing
and implementing appropriate responses; and

(c) ForRespond appropriately to fraud or suspected fraud identified during
the engagement.

Communications to the Entity and with Those Charged with Governance

Agenda Item 2-D
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Documentation

44— The followrnq may be approprlate to include in the enqaqement documentation

Unnecessary

(@b) The identified and assessed risks of material misstatement due to fraud-at
the GHG-statement-level-and-at the-assertion-level.

45, The—assurance—professionalshall-include—the following—in—the—engagement
documentation-ef-the-assurance-professional’s responses-to-the-assessed-risks-of
material-misstatementrequired-by +1SA-330:

(ba) The overall responses to the assessed risks of material misstatement due
to fraud at-the-GHG-statement-level-and the nature, timing and extent of
assurance procedures, and the linkage of those procedures with the
assessed risks of material misstatement due to fraud at the assertion
level; and

eCommunrcatrons about fraud made to the entity, those charged with governance
regulators and others.

Agenda Item 2-D
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ISA 250 - LAWS AND REGULATIONS

10._The ebjectives-of the-assurance professional areshall:

(@ TFo—oObtain sufficient appropriate engagement evidence regarding
compliance with the provisions of those laws and regulations generally
recognized to have a direct effect on the determination—of-material
ameunts-and-diselosures-in-content of the GHG statement;_and

(c) Fe—rRespond appropriately to non-compliance or suspected non-
compliance with laws and regulations identified during the engagement.

Documentation

29.  The following may be appropriate to Fhe-assurance-professional-shall-include

in the engagement documentation identified or suspected non-compliance with
Iaws and regulatlons and the results of dlscussmn Wlth the entlty—and—where

Agenda Item 2-D
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ISA 300 - PLANNING

Involvement of Key-EngagementFeam-MembersOthers

5. The engagement partner, and-other key members of the engagement team, and | Explicit 37
any key assurance professional’s external experts shall be involved in planning | mention of
the engagement, including planning and participating in the discussion ameng | external experts
engagement-team-membersrequired by paragraph [ISA 315.10]. given their
importance in
GHG

engagements

Preliminary Engagement Activities

Unnecessary
detail
Planning Activities
7. The assurance professional shall establish an overall engagement strategy that 38
sets the scope, timing and direction of the engagement, and that guides the
development of the engagement plan.
8. In establishing the overall engagement strategy, the assurance professional 39

shall:
(@ ldentify the characteristics of the engagement that define its scope;
(b)  Ascertain the reporting objectives of the engagement to plan the timing

Agenda Item 2-D
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of the engagement and the nature of the communications required;
(c)  Consider the factors that, in the assurance professional’s professional
judgment, are significant in directing the engagement team’s efforts;

(d)  Consider the results of preliminary engagement activities and, where
applicable, whether knowledge gained on other engagements performed
by the engagement partner for the entity is relevant; and

(e)  Ascertain the nature, timing and extent of resources necessary to perform
the engagement;- and

(f)__ Determine the impact of the internal audit function on the assurance
engagement.

9. The assurance professional shall develop an assurance engagement plan that
shall include a description of:

(@  The nature, timing and extent of planned risk assessment procedures-as
determined-uhaertSA-315.

(b)  The nature, timing and extent of planned further assurance procedures at
the assertion level;-as-determined-undertSA-330.

(c)  Other planned assurance procedures that are required to be carried out so that
the engagement complies with ISAES.

10.  The assurance professional shall update and change the overall engagement
strategy and the engagement plan as necessary during the course of the
engagement.

11.  The assurance professional shall plan the nature, timing and extent of direction
and supervision of engagement team members and the review of their work.

Documentation

12— The following may be appropriate to Fhe-assurance-professional-shal-include
in the engagement documentation:
(@  The overall engagement strategy;
(b)  The engagement plan; and

(c)  Any significant changes made during the engagement to the overall
engagement strategy or the engagement plan, and the reasons for such
changes.

Additional Considerations in Initial Assurance engagements

APPLICATION MATERIAL
H-Smaller engagements or more straightforward engagements (see paragraph A8), of

sma”—enuﬂes—the—em%e—er@agement may be conducted by a very smaII engagement

engagemeni—team—membe#s)—Wﬂh a smaller team, co- ordlnatlon of, and

communication between, team members are easier. Establishing the overall
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engagement strategy for the—a smaller, engagement or for a more straightforward

ngagement ef—a—smau—enmy—need not be a complex or time-consuming exerciset

pened—based on dlscussmns with the ewner-manage# ntlty can serve as the

documented audit strategy for-the-current-engagement-if it covers the matters noted in
paragraph 8.

ISA 315 - IDENTIFYING AND ASSESSING RISKS
Risk Assessment Procedures and Related Activities

5. The assurance professional shall perform risk assessment procedures to provide
a basis for the identification and assessment of risks of material misstatement at
the GHG statement and assertion levels. Risk assessment procedures by
themselves, however, do not provide sufficient appropriate engagement
evidence on which to base the engagement conclusion.

6. The risk assessment procedures shall include the following:

(@  Inquiries of those within the entity who in the assurance professional’s
judgment may have information that is likely to assist in identifying risks
of material misstatement due to fraud or error.

(b)  Analytical procedures.
(c)  Observation and inspection.

7. The assurance professional shall consider whether information obtained from
the assurance professional’s client acceptance or continuance process is relevant
to identifying risks of material misstatement.

8. If the engagement partner has performed other engagements for the entity, the
engagement partner shall consider whether information obtained is relevant to
identifying risks of material misstatement.

9. Where the assurance professional intends to use information obtained from the
assurance professional’s previous experience with the entity and from assurance
procedures performed in previous assurance engagements, the assurance
professional shall determine whether changes have occurred since the previous
assurance engagement that may affect its relevance to the current assurance
engagement.

10. The engagement partner, and-other key engagement team members, and any

Explicit

key assurance professional’s external experts shall discuss the susceptibility of
the entity’s GHG statement to material misstatement, and the application of the
applicable criteria to the entity’s facts and circumstances. The engagement
partner shall determine which matters are to be communicated to engagement
team members, and any key assurance professional’s external expert not
involved in the discussion.

The Required Understanding of the Entity and Its Environment, Including the
Entity’s Internal Control

The Entity and Its Environment
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in July version 54
of ISAE 3410

para 20

The Entity s Internal Control

12.  The assurance professional shall obtain an understanding of internal control

relevant to the engagement. Altheugh-mest-controlsrelevant-to-the-engagement Deleted text 25

o relate to em considered
unnecessary
detail
~When obtaining an understanding of controls that are relevant to the engagement, the

assurance professional shall evaluate the design of those controls and determine

whether they have been implemented, by performing procedures in addition to inquiry

of the entity’s personnel.

Components of Internal Control
Unnecessary 56
detail —

subsumed into

ara 20 (below
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o iding al . I icke.

113 L)

The assurance professional shall obtain an understanding of the components of
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internal control, being:
(a) _The control environment;

(b) The entity’s risk assessments procedures;

(c) The information system, including the related business processes, relevant
to emissions quantification and reporting, and communication of
emissions reporting roles and responsibilities and significant matters
relating to emissions reporting;

(d) eControl activities relevant to the engagement, being those the assurance
professional judges it necessary to understand in order to assess the risks
of material misstatement at the assertion level and design further
assurance procedures responsive to assessed risks. Assurance
engagement does not require an understanding of all the control activities
related to each significant type of transaction and disclosure in the GHG
statement or to every assertion relevant to them.

(e) _Monitoring of controls and the collective effectiveness of all five
components of internal control, including the internal audit function

where applicable.

Identifying and Assessing the Risks of Material Misstatement

25.

26.

The assurance professional shall identify and assess the risks of material
misstatement at:

(@  the GHG statement level; and
(b)  the assertion level for types of emissions and disclosures
to provide a basis for designing and performing further assurance procedures.

For this purpose, the assurance professional shall:

(@  Identify risks throughout the process of obtaining an understanding of the
entity and its environment, including relevant controls that relate to the
risks, and by considering the types of emissions and disclosures in the
GHG statement;

(b)  Assess the identified risks, and evaluate whether they relate more
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pervasively to the GHG statement as a whole and potentially affect many
assertions;

(c) Relate the identified risks to what can go wrong at the assertion level,
taking account of relevant controls that the assurance professional
intends to test; and

(d)  Consider the likelihood of misstatement, including the possibility of
multiple misstatements, and whether the potential misstatement is of a
magnitude that could result in a material misstatement.

If the assurance professional has determined that a significant risk exists, the
assurance professional shall obtain an understanding of the entity’s controls,
including control activities, relevant to that risk.

Risks for Which Substantive Procedures Alone Do Not Provide Sufficient Appropriate
Engagement evidence

30.

In respect of some risks, the assurance professional may judge that it is not
possible or practicable to obtain sufficient appropriate engagement evidence
only from substantive procedures. Sueh—risks—mayrelate-to-the-inaccurate—or

sl , I ‘ . ‘ i highl
processing—with-tittle—or-no—manual-intervention—In such cases, the entity’s
controls over such risks are relevant to the engagement and the assurance
professional shall obtain an understanding of them.

Revision of Risk Assessment

31

The assurance professional’s assessment of the risks of material misstatement at
the assertion level may change during the course of the engagement as
additional engagement evidence is obtained. In circumstances where the
assurance professional obtains engagement evidence from performing further
assurance procedures, or if new information is obtained, either of which is
inconsistent with the engagement evidence on which the assurance professional
originally based the assessment, the assurance professional shall revise the
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assessment and modify the further planned assurance procedures accordingly.

Documentation

paragraph 10, and the significant decisions reached,;

(b) Key elements of the understanding obtained regarding each of the
aspects of the entity and its environment specified in paragraph 11 and of
each of the internal control components specified in paragraphs 14-24;
the sources of information from which the understanding was obtained:;
and the risk assessment procedures performed;

(c)  The identified and assessed risks of material misstatement at the GHG
statement level and at the assertion level as required by paragraph 25for
which in the assurance professional’s professional judgment further
procedures were required:-and

@ sk ified. I | hich_

APPLICATION MATERIAL
Internal Audit Functions

A101. The entity’s internal audit function is likely to be relevant to the engagement if

the nature of the internal audit function’s responsibilities and activities are
related to the entity’s finaneial-GHG reporting, and the assurance professional
expects to use the work of the internal auditors to modify the nature or timing,
or reduce the extent, of assurance procedures to be performed. H-the-assurance

ISA 320 - MATERIALITY
DEFINITION:

9.

For—purposes—oftheISAs—pPerformance materiality means the amount or

amounts set by the assurance professional at less than materiality for the GHG
statement as a whole to reduce to an appropriately low level the probability that
the aggregate of uncorrected and undetected misstatements exceeds materiality
for the GHG statement as a whole. If applicable, performance materiality also
refers to the amount or amounts set by the assurance professional at less than
the materiality level or levels for particular types of emissions or disclosures.

Determining Materiality and Performance Materiality When Planning the
Engagement

10.

11.

When establishing the overall engagement strategy, the assurance professional
shall determine materiality for the GHG statement as a whole. If, in the specific
circumstances of the entity, there is—are one or more particular types of
emissions or disclosures for which misstatements of lesser amounts than
materiality for the GHG statement as a whole could reasonably be expected to
influence the economic decisions of users taken on the basis of the GHG
statement, the assurance professional shall also determine the materiality level
or levels to be applied to those particular types of emissions or disclosures.

The assurance professional shall determine performance materiality for
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purposes of assessing the risks of material misstatement and determining the
nature, timing and extent of further assurance procedures.

Revision as the Engagement Progresses

12.

13.

The assurance professional shall revise materiality for the GHG statement as a
whole (and, if applicable, the materiality level or levels for particular types of
emissions or disclosures) in the event of becoming aware of information during
the engagement that would have caused the assurance professional to have
determined a different amount (or amounts) initially.

If the assurance professional concludes that a lower materiality for the GHG
statement as a whole (and, if applicable, materiality level or levels for particular
types of emissions or disclosures) than that initially determined is appropriate,
the assurance professional shall determine whether it is necessary to revise
performance materiality, and whether the nature, timing and extent of the
further assurance procedures remain appropriate.

Documentation

14— The following may be appropriate to Fhe-assurance-professional-shal-include

in the engagement documentation the following amounts and the factors
considered in their determination:

(@)  Materiality for the GHG statement as a whole {see-paragraph-106);
(b) If applicable, the materiality level or levels for particular types of

emissions or disclosures-{see-paragraph-10};
(c)  Performance materiality {see-paragraph-11)-and
(d)  Any revision of (a)-(c) as the engagement pregressed-{see-paragraphs12-

)
EXTRACT FROM THE INTRODUCTION INCLUDED IN APPLICATION
MATERIAL
2. The criteria may discuss the concept of materiality in the context of the preparation

and presentation of the GHG statement. Although criteria may discuss materiality in
different terms, the concept of materiality generally includes that:

. Misstatements, including omissions, are considered to be material if they,
individually or in the aggregate, could reasonably be expected to influence
the economic decisions of users taken on the basis of the GHG statement;

. Judgments about materiality are made in light of surrounding circumstances,
and are affected by the size or nature of a misstatement, or a combination of
both; and

. Judgments about matters that are material to intended users of the GHG
statement are based on a consideration of the common information needs of
intended users as a group. The possible effect of misstatements on specific
individual users, whose needs may vary widely, is not considered.

Such a discussion, if present in the applicable criteria, provides a frame of
reference to the assurance professional in determining materiality for the
engagement. If the applicable criteria do not include a discussion of the concept
of materiality, the characteristics referred to in paragraph 2 provide the
assurance professional with such a frame of reference.

[THIS PARA WAS ALREADY ADAPTED AS PARA A29 IN THE JULY
VERSIO OF THE DRAFT ISAE]
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ISA 330 - RESPONSES TO ASSESSED RISKS

Overall Responses

5.

The assurance professional shall design and implement overall responses to
address the assessed risks of material misstatement at the GHG statement level.

Assurance procedures Responsive to the Assessed Risks of Material Misstatement
at the Assertion Level

6.

The assurance professional shall design and perform further assurance
procedures whose nature, timing, and extent are based on and are responsive to
the assessed risks of material misstatement at the assertion level.

In designing the further assurance procedures to be performed, the assurance
professional shall:

(@)

(b)

Consider the reasons for the assessment given to the risk of material
misstatement at the assertion level for each type of emission and
disclosure, including:

(i)  The likelihood of material misstatement due to the particular
characteristics of the relevant type of emission or disclosure (that
is, the inherent risk); and

(i)  Whether the risk assessment takes account of relevant controls
(that is, the control risk), thereby requiring the assurance
professional to obtain engagement evidence to determine whether
the controls are operating effectively (that is, the assurance
professional intends to rely on the operating effectiveness of
controls in determining the nature, timing and extent of
substantive procedures); and

Obtain more persuasive engagement evidence the higher the assurance
professional’s assessment of risk.

Tests of Controls

8.

The assurance professional shall design and perform tests of controls to obtain
sufficient appropriate engagement evidence as to the operating effectiveness of
relevant controls if:

(@)

The assurance professional’s assessment of risks of material
misstatement at the assertion level includes an expectation that the
controls are operating effectively (that is, the assurance professional
intends to rely on the operating effectiveness of controls in determining
the nature, timing and extent of substantive procedures); or

Substantive procedures alone cannot provide sufficient appropriate
engagement evidence at the assertion level.

Agenda Item 2-D
Page 24 of 51

Unnecessary
detail



Assurance on a GHG Statement — ISA Reconciliation
IAASB Main Agenda (September 2009)

Agenda Item 2-D
Page 25 of 51



Assurance on a GHG Statement — ISA Reconciliation
IAASB Main Agenda (September 2009)

17.  If deviations from controls upon which the assurance professional intends to rely
are detected, the assurance professional shall make specific inquiries to understand
these matters and their potential consequences, and shall determine whether:

(@)  The tests of controls that have been performed provide an appropriate
basis for reliance on the controls;

(b)  Additional tests of controls are necessary; or
(c) The potential risks of misstatement need to be addressed using
substantive procedures.
Substantive Procedures

18.  Irrespective of the assessed risks of material misstatement, the assurance
professional shall design and perform substantive procedures for each material
type of emission and disclosure.

19. The assurance professional shall consider whether external confirmation
procedures are to be performed as substantive assurance procedures.

Substantive Procedures Related to the GHG Statement Closing Process
20.  The assurance professional’s substantive procedures shall include the following

assurance procedures related to the GHG statement closing process:

(@  Agreeing or reconciling the GHG statement with the underlying
accounting-records; and
(b) Examining material journal-entries—and-other-adjustments made during

the course of preparing the GHG statement.
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Evaluating the Sufficiency and Appropriateness of Engagement Evidence

25.

26.

217.

Based on the assurance procedures performed and the engagement evidence
obtained, the assurance professional shall evaluate before the conclusion of the
engagement whether the assessments of the risks of material misstatement at
the assertion level remain appropriate.

The assurance professional shall conclude whether sufficient appropriate
engagement evidence has been obtained. In forming a conclusion, the assurance
professional shall consider all relevant engagement evidence, regardless of whether
it appears to corroborate or to contradict the assertions in the GHG statement.

If the assurance professional has not obtained sufficient appropriate engagement
evidence as to a material GHG statement assertion, the assurance professional
shall attempt to obtaln further engagement ewdence .Lf—the—assutanee

Documentation

28.

29.

30.

The following may be appropriate to Fhe-assurance-professional-shal-include

in the engagement documentation:

(@ The overall responses to address the assessed risks of material
misstatement at the GHG statement level, and the nature, timing, and
extent of the further assurance procedures performed;

(b)  The linkage of those procedures with the assessed risks at the assertion level;
and

(c)  The results of the assurance procedures, including the conclusions where
these are not otherwise clear.

If the assurance professional plans to use engagement evidence about the
operating effectlveness of controls obtalned in previous as engagements the

conclusmns reached about relying on such controls that were tested in a
previous assurance engagement.

The-assurance—professionals’ documentation—shall-demenstrate—that-how the
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GHG statement agrees or reconciles with the underlying aceounting-records.

APPLICATION MATERIAL

A52. The nature, and also the extent, of the assurance professional’s examination of

journal-entries-and-other-adjustments and the manner in which the assurance

professional agrees or reconciles the GHG statement with the underlying
records depends on the nature and complexity of the entity’s quantifications
and reporting process and the related risks of material misstatement.

ISA 450 - EVALUATION OF MISSTATEMENTS

Accumulation of Identified Misstatements

5.

The assurance professional shall accumulate misstatements identified during the
engagement, other than those that are clearly trivial.

Consideration of Identified Misstatements as the Engagement Progresses

6.

The assurance professional shall determine whether the overall engagement
strategy and engagement plan need to be revised if:

(@  The nature of identified misstatements and the circumstances of their
occurrence indicate that other misstatements may exist that, when
aggregated with misstatements accumulated during the engagement,
could be material; or

(b) The aggregate of misstatements accumulated during the engagement
approaches materiality determined in accordance with 1SA—320
paragraphs xx-yy of this ISAE.

If, at the assurance professional’s request, the entity has examined a type of
emission or disclosure and corrected misstatements that were detected, the
assurance professional shall perform additional assurance procedures to
determine whether misstatements remain.

Communication and Correction of Misstatements

8.

The assurance professional shall communicate on a timely basis all
misstatements accumulated during the engagement with the appropriate level of

within the entity—unless—prohibited—by—law—or—regulation—TFhe—assurance
professional and shall request the entity to correct those misstatements.

If the entity refuses to correct some or all of the misstatements communicated
by the assurance professional, the assurance professional shall obtain an
understanding of the entity’s reasons for not making the corrections and shall
take that understanding into account when evaluating whether the GHG
statement as a whole are free from material misstatement.

Evaluating the Effect of Uncorrected Misstatements

10.

11.

Prior to evaluating the effect of uncorrected misstatements, the assurance
professional shall reassess materiality determined in accordance with
paragraphs xx-yy of this ISAE 1SA-—320-to confirm whether it remains
appropriate in the context of the entity’s actual finaneialresults emissions.

The assurance professional shall determine whether uncorrected misstatements
are material, individually or in aggregate. In making this determination, the
assurance professional shall consider :

{a—TFthe size and nature of the misstatements, both in relation to particular
types of emissions or disclosures and the GHG statement as a whole, and
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the particular circumstances of their occurrence.; and differently in
i i i GHG
statements

Adequately 104
covered para 8 and 15
above given

requirement of

para 15 of the
ISAE

Unnecessary
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period treated

differently in
GHG

statements

Written Representation

14. he nce_professional-sh ague vritten renresentation-from-the en

ASSHFa al-sha AW 3 ¢ | Amalgamated 104 (c)
whether it believes the effects of uncorrected misstatements are immaterial, | in the draft with
individually and in aggregate, to the GHG statement as a whole. A summary of | ISA580.10

such items shall be included in or attached to the written representation.

Documentation

45— The following may be appropriate to The-assuranceprofessional-shal-include | Includes as 84 (q)

in the engagement documentation: Application nN&
(a)  The amount below which misstatements would be regarded as clearly & Material (s)
trivial;

(b)  All misstatements accumulated during the engagement and whether they
have been corrected; and

(c) The assurance professional’s conclusion as to whether uncorrected
misstatements are material, individually or in aggregate, and the basis for
that conclusion.

APPLICATION MATERIAL AT5

A2. The assurance professional may designate an amount below which
misstatements would be clearly trivial and would not need to be accumulated
because the assurance professional expects that the accumulation of such
amounts clearly would not have a material effect on the GHG statement.
“Clearly trivial” is not another expression for “not material.” Matters that are
clearly trivial will be of a wholly different (smaller) order of magnitude than
materiality determined in accordance with this ISAE-328, and will be matters
that are clearly inconsequential, whether taken individually or in aggregate and
whether judged by any criteria of size, nature or circumstances. When there is
any uncertainty about whether one or more items are clearly trivial, the matter
is considered not to be clearly trivial.
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ISA 500 - EVIDENCE

Information to Be Used as Engagement Evidence
7.

When designing and performing assurance procedures, the assurance
professional shall consider the relevance and reliability of the information to be
used as engagement evidence.

If information to be used as engagement evidence has been prepared using the
work of a entity’s-management’s expert, the assurance professional shall, to the
extent necessary, having regard to the significance of that expert’s work for the
assurance professional’s purposes:

(@)  Evaluate the competence, capabilities and objectivity of that expert;

(b)  Obtain an understanding of the work of that expert; and

(c) Evaluate the appropriateness of that expert’s work as engagement
evidence for the relevant assertion.

When using information produced by the entity, the assurance professional

shall evaluate whether the information is sufficiently reliable for the assurance

professional’s purposes, including as necessary in the circumstances:

(@)  Obtaining engagement evidence about the accuracy and completeness of
the information; and

(b)  Evaluating whether the information is sufficiently precise and detailed
for the assurance professional’s purposes.

Selecting Items for Testing to Obtain Engagement Evidence

10.

When designing tests of controls and tests of details, the assurance professional
shall determine means of selecting items for testing that are effective in meeting
the purpose of the assurance procedure.

Inconsistency in, or Doubts over Reliability of, Engagement Evidence

11.

If:

(@) eEngagement evidence obtained from one source is inconsistent with
that obtained from another; or

(b)  tThe assurance professional has doubts over the reliability of information
to be used as engagement evidence,

the assurance professional shall determine what modifications or additions to
assurance procedures are necessary to resolve the matter, and shall consider the
effect of the matter, if any, on other aspects of the engagement .

ISA 520 - ANALYTICAL PROCEDURES

Substantive Analytical Procedures

5.

When designing and performing substantive analytical procedures__as
substantive procedures, either alone or in combination with tests of details, as

substantive-procedures-in-accordance-with-1SA-330; the assurance professional
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shall:

(@) Determine the suitability of particular substantive analytical procedures
for given assertions, taking account of the assessed risks of material
misstatement and tests of details, if any, for these assertions;

(b)  Evaluate the reliability of data from which the assurance professional’s
expectation of recorded ameunts-guantities or ratios is developed, taking
account of source, comparability, and nature and relevance of
information available, and controls over preparation

(c) Develop an expectation of recorded ameounts—quantities or ratios and
evaluate whether the expectation is sufficiently precise to identify a
misstatement that, individually or when aggregated with other
misstatements, may cause the GHG statement to be materially misstated,;
and

(d)  Determine the amount of any difference efrecorded-ameunts—from that
expected wvalues—that is acceptable without further investigation as
required by paragraph 7.

If analytical procedures performed—in—accordance—with—this—tSA—identify

fluctuations or relationships that are inconsistent with other relevant

information or that differ significantly from expected guantities values-bya
significantameunt, the assurance professional shall investigate such differences

by:
(@ Inquiring of the entity and obtaining appropriate engagement evidence
relevant to the entity’s responses; and

(b)  Performing other assurance procedures as necessary in the
circumstances.

ISA 530 - SAMPLING

Sample Design, Size and Selection of Items for Testing

6.

When designing a sample, the assurance professional shall consider the purpose
of the assurance procedure and the characteristics of the population from which
the sample will be drawn.

The assurance professional shall determine a sample size sufficient to reduce
sampling risk to an acceptably low level.

The assurance professional shall select items for the sample in such a way that
each sampling unit in the population has a chance of selection.

Performing Assurance Procedures

9.

10.

The assurance professional shall perform assurance procedures, appropriate to
the purpose, on each item selected.

If the assurance procedure is not applicable to the selected item, the assurance
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professional shall perform the procedure on a replacement item.

11. If the assurance professional is unable to apply the designed assurance
procedures, or suitable alternative procedures, to a selected item, the assurance
professional shall treat that item as a deviation from the prescribed control, in
the case of tests of controls, or a misstatement, in the case of tests of details.

Nature and Cause of Deviations and Misstatements

12. The assurance professional shall investigate the nature and cause of any
deviations or misstatements identified, and evaluate their possible effect on the
purpose of the assurance procedure and on other areas of the engagement .

13.  In the extremely rare circumstances when the assurance professional considers
a misstatement or deviation discovered in a sample to be an anomaly, the
assurance professional shall obtain a high degree of certainty that such
misstatement or deviation is not representative of the population. The assurance
professional shall obtain this degree of certainty by performing additional
assurance procedures to obtain sufficient appropriate engagement evidence that
the misstatement or deviation does not affect the remainder of the population.

Projecting Misstatements

14.  For tests of details, the assurance professional shall project misstatements found
in the sample to the population.

Evaluating Results of Sampling

15.  The assurance professional shall evaluate:
(@  The results of the sample; and

(b)  Whether the use of sampling has provided a reasonable basis for
conclusions about the population that has been tested.

ISA 540 - ESTIMATES

Risk Assessment Procedures and Related Activities

(@) The requirements of the applicable criteria relevant to accounting
estimates, including related disclosures, including.

. .

i i ~and-an understanding of
the data on which they are based-ineluding:

(i) The methods, including where applicable the models, used in
making the-accounting-estimates;

(ii) Relevant controls;

Agenda Item 2-D
Page 32 of 51

Subsumed into

53(c)

the adapted

equivalent of
ISA 315.11



Assurance on a GHG Statement — ISA Reconciliation
IAASB Main Agenda (September 2009)

(iii) Whether the entity has used an management’s expert;

(iv) The assumptions underlying the-acceunting-estimates;
(v) Whether there has been or ought to have been a change from the

prior period in the methods for making the-acceunting-estimates,
and if so, why; and

(vi) Whether and, if so, how the entity has assessed the effect of
estimation uncertainty.

Responses to the Assessed Risks of Material Misstatement
12.

13.

Based on the assessed risks of material misstatement, the assurance professional
shall determine:

@)
(b)

Whether the entity has appropriately applied the requirements of the
applicable criteria relevant to the-acceunting-estimates; and

Whether the methods for making the aeccounting—estimates are
appropriate and have been applied consistently, and whether changes, if
any, in aceounting-reported estimates or in the method for making them
from the prior period are appropriate in the circumstances.

In responding to the assessed risks of material misstatement-as-required-by-1SA
330; the assurance professional shall undertake one or more of the following,

taking account of the nature of the-accounting-estimates:

(b)

(©

Test how the entity made the accounting-estimate and the data on which
it is based. In doing so, the assurance professional shall evaluate
whether:

(i)  The method of measurement-quantification used is appropriate in
the circumstances; and

(i)  The assumptions used by the entity are reasonable in light of the
measurement-objectives-of the applicable criteria.

Test the operating effectiveness of the controls over how the entity made

the accounting—estimate, together with appropriate substantive
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procedures.

(d) Develop a point estimate or a range to evaluate the entity’s point
estimate. For this purpose:

() If the assurance professional uses assumptions or methods that differ from the
entity’s, the assurance professional shall obtain an understanding of the entity’s
assumptions or methods sufficient to establish that the assurance professional’s point
estimate or range takes into account relevant variables and to evaluate any significant
differences from the entity’s point estimate.

(i) If the assurance professional concludes that it is appropriate to use a range,
the assurance professional shall narrow the range, based on assurance engagement
evidence available, until all outcomes within the range are considered reasonable.

Estimation Uncertainty

INCLUDED AS APPLICATION MATERIAL:
15— Foraccounting-estimates-that-give rise-to-significantrisks—In some cases it may

Unnecessary—
experts already

given
prominence

Significant risk
concept not

be appropriate for the assurance professional to evaluate, in addition to other used.
substantive procedures_for a particular type of emission or disclosure, | (b) is covered
he-requ e-professional-shall | by para
13(b)(ii) above.
(8 Hhow the entity has considered alternative assumptions or outcomes, and | (€)is not
why it has rejected them,—or—how-the entity hasotherwise addressed = relevant to
. . - . I - - - i GHGS
Unnecessary
detail
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123 (d
Whethe#theaeeeuﬂtmghestlmates in the GHG statement are e+ther—reasonab|e in iii
the context of the applicable criteria—orare-misstated.
Disclosures Related to Accounting Estimates
: Specific 123 (d

reference to
estimates have
been added to
the adapted
version of ISA
700.12 & 13

Written Representations

22.  The assurance professmnal shall obtain ertten representatlons #em—theLenttty Added to the 104 (d)

A 3 adapted
that 5|gn|f|cant assumptlons used by—lt—ln maklng aeeeentmg—estlmates are | equivalent of
reasonable. 1ISA 580.09

Documentation

Significant risks
in (a) not

relevant

b) unnecessar
detail

These detailed 107

requirements
have been
replaced by the
adaptation of

the Objective of
ISA 560 in the

next cell

4, The objectives-of-the assurance professional areshall: 107

(@  Fo-eObtain sufficient appropriate engagement evidence about whether
events occurring between the date of the GHG statement and the date of
the assurance report that require adjustment of, or disclosure in, the GHG
statement are appropriately reflected in that GHG statement in
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accordance with the applicable criteria; and

(b)  Fe-Rrespond appropriately to facts that become known to the assurance
professional after the date of the assurance report, that, had they been
known to the assurance professional at that date, may have caused the
assurance professional to amend the assurance report.

ISA 580 - WRITTEN REPRESENTATIONS
| it | . . |

9. The assurance professional shall request written representations from-the-entity

(a) that the entity has fulfilled its responsibility for the fair presentation of the
GHG statement in accordance with the applicable criteria
(b) that the entity has provided the assurance professional with all relevant

information and access as agreed in the terms of the engagement and
reflected all relevant matters are in the GHG statement
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Requested Written Representations Not Provided

19. If the entity does not provide one or more of the requested written
representations, the assurance professional shall:

(@)  Discuss the matter with the entity;

(b)  Reevaluate the integrity of the entity and evaluate the effect that this may
have on the reliability of representations (oral or written) and
engagement evidence in general; and

(c)  Take appropriate actions, including determining the possible effect on
the conclusion in the assurance report—in—acecordance—with-ISA-—705,
having regard to the requirement in paragraph 20 of this ISA.

Written Representations about The Entity’s Responsibilities

20.  The assurance professional shall disclaim a conclusion on the GHG statement
in-aceordance-with HSA705-if:

(@  The assurance professional concludes that there is sufficient doubt about

the integrity of the entity such that the written representations required
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by paragraphs 10 and 11 are not reliable; or

(b) The entity does not provide the written representations required by
paragraphs 10 and 11.

ISA 600 - COMPONENT AUDITORS

When the assurance professional intends using the work of other assurance

professionals regarding components of the GHG statement, the assurance professional

shall:

(i)

(i)

12.

Fo-cCommunicate clearly with those other assurance professionals eemponent
auditers—about the scope and timing of their work on finaneial-infermation
related-te-those components and their findings; and

Fo-o0btain sufficient appropriate evidence regarding thefinancial-information
of—those components and the ecenselidation—process for including related
information in the GHG statement to express an opinion on whether the greup
GHG statement_as a whole is prepared, in all material respects, in accordance
with the applicable criteria.

that—are—kkely—te—be—srgmﬁeant—eempenen%s—Where an other seempenent
assurance professionals will perform work on the-financial-information-of-such

a components_of the GHG statement, the greup—engagement partner shall
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evaluate whether the greup-engagement team will be able to be involved in the
work of that other_assurance professionals to the extent necessary to obtain
sufficient appropriate evidence regarding the GHG statement as a whole.

APPLICATION MATERIAL

19.  Relevant considerations when H-the group-engagement team plans to request a
component assurance professional to perform work on the finaneial-information
of a component_may include;—the-group—engagement-—team-—shall-obtain—an
understanding-ofthefollowing:

{&—Whether the component assurance professional understands and wilt
compliesy with the ethical requirements that are relevant to the group
audit and, in particular, is independent.

{b)—The component assurance professional’s professional competence.
{6)—Whether-tThe extent of the greup-engagement team’s will-be-able-to-be
involvementd in the work of the component auditor—te—the—extent
htain suffici . lit ovid .
{&)——Whether the component assurance professional operates in a regulatory
environment that actively oversees auditors.

30. Relevant considerations when obtaining sufficient appropriate evidence
regarding components and the process for including related information in the

GHG statement mav mclude Lf—a—eemp%ent—aud#e#pe#e#n&an—audﬁ—ef—the

Discussionsg with the component assurance professional, or the component itself,
regarding management-those of the component’s business activities that are significant
to the-greup GHG statement.;

Discussionsg with the component auditor regarding the susceptibility of the
component to material misstatement of the GHG statementfinancial-information-due-to
fraud-or-error-and

Rreviewing the component assurance professional’s documentation of identified
significantrisks of material misstatements, responses to those risks, and conclusions-ef

the-group-financial-statementsinformation. Such documentation may take the form of a

memorandum that reflects the component assurance professional’s conclusion with

regard to the identified significant-risks.

40. Relevant matters to communicate with component assurance professionals

to be performed, the use to be made of that work and the form and content of
the component assurance professional’s communication with the greup

engagement team_may include:—tt-shat-alse-include-the folowing:

A request that the component assurance professional, knowing the
context in which the greup-engagement team will use the work of the
component assurance professional, confirms that the component
assurance professional will cooperate with the greup-engagement team.

II eet teal 'lEEH'E'“a.'EE that EE.'E Felovant-to-the-group and-in-particula
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E i - ﬁ i ialinf . E

component—component-Performance materiality for the component (and,
if applicable, the materiality level or levels for particular elasses—of
transactionsaccount-balancestypes of emissions or disclosures) and the
threshold above which misstatements cannot be regarded as clearly
trivial to the GHG statementgroup-financial-statements.

Identified significant—risks of material misstatement of the_ GHG

statement—group—financial-statements—due—to—fraud—or—error; that are

relevant to the work of the component assurance professional; and a—Fhe

group—engagement—team—shall request that the component assurance

professional te—communicate on a timely basis any other identified

significant—risks of —material—misstatement—of—the —group—financial
statements-due-to-fraud-or-error-in the component_that may be material

to the GHG statement, and the component auditor’s responses to such

risks.

Relevant matters that theFhe—group engagement team shalmay request the

component assurance professronal to communrcate matters—relevant—te—the

eemmumeatren—sha#lnclude

Whether the component assurance professional has complied with ethical
requirements that are relevant to the group engagement, including
independence and professional competence;

Whether the component assurance professional has complied with the
group engagement team’s requirements;

(@)

(b)

Information on instances of non-compliance with laws or regulations that
could give rise to a material misstatement of the_ GHG statement-group
A list of uncorrected misstatements of the firancial—component

information of-the-component-{the-list-need-not-include-misstatements
that-are-below-the-threshold-for-that are not clearly trivial misstatements

Indicators of possible management—bias_in the preparation of the
component information:.

Description of any identified significant deficiencies in internal control
at the component level;.

Other significant matters that the component assurance professional has

communicated or expects to communicate to these—charged—with
governanee—ef—the component including fraud or suspected fraud
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component:,

Any other matters that may be relevant to the—group—audit GHG
statement, or that the component assurance professional wishes to draw
to the attention of the greup—engagement team, including exceptions
noted in any the-written representations that the component assurance

professional requested from the component-management;-and.

The component assurance professional’s overall findings,
opinion.

conclusions or

ISA 610 - INTERNAL AUDIT

6. The ebjectives-of the-external-assurance professional_shall, where the entity has
an internal audit function that—the—external—assurance—professional—has

determined whether it is likely to be relevant to the engagement , and if so-are:

(a) Fo-dDetermine whether, and to what extent, to use specific work of the
internal auditors; and

(b) If using the specific work of the internal auditors, to-determine whether that
work is adequate for the purposes of the engagement

ISA 620 - EXPERTS

DEFINITIONS:
(@)  Assurance professional’s expert — An individual or organization possessing
expertise in a field other than accounting or auditing, whose work in that field is
used by the assurance professional to assist the assurance professional in
obtaining sufficient appropriate engagement evidence. An assurance
professional’s expert may be either an assurance professional’s internal expert
(who is a partner or staff, including temporary staff, of the assurance
professional’s firm or a network firm), or an assurance professional’s external
expert.

: . Kills . i . ol
(c) Management’s expert — An individual or organization possessing expertise in a

field other than accounting or auditing, whose work in that field is used by the
entity to assist the entity in preparing the GHG statement.

INTRODUCTION:

3. The assurance-professional-engagement partner has sole responsibility for the
assurance opinion expressed, and that responsibility is not reduced by the
assurance professional’s use of the work of an assurance professional’s expert.
Nonetheless, if the assurance professional using the work of an assurance

professional’s expert, having followed this ISAE, concludes that the work of
that expert is adequate for the assurance professional’s purposes, the assurance
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professional may accept that expert’s findings or conclusions in the expert’s
field as appropriate evidence.

Determining the Need for an Assurance Professional’s Expert

Nature, Timing and Extent of Assurance Procedures

8.

The nature, timing and extent of the assurance professional’s procedures with
respect to the requirements in paragraphs 9-13 of this ISAE will vary depending
on the circumstances. In determining the nature, timing and extent of those
procedures, the assurance professional shall consider matters including:

(@  The nature of the matter to which that expert’s work relates;

(b)  The risks of material misstatement in the matter to which that expert’s
work relates;

(c)  The significance of that expert’s work in the context of the engagement;

(d)  The assurance professional’s knowledge of and experience with previous
work performed by that expert; and

()  Whether that expert is subject to the assurance professional’s firm’s
quality control policies and procedures.

The Competence, Capabilities and Objectivity of the Assurance Professional’s
Expert

9.

The assurance professional shall evaluate whether the assurance professional’s
expert has the necessary competence, capabilities and objectivity for the
assurance professional’s purposes. In the case of an assurance professional’s
external expert, the evaluation of objectivity shall include inquiry regarding
interests and relationships that may create a threat to that expert’s objectivity.

Obtaining an Understanding of the Field of Expertise of the Assurance
Professional’s Expert

10.

The assurance professional shall obtain a sufficient understanding of the field of
expertise of the assurance professional’s expert to enable the assurance
professional to:

(@)  Determine-Agree with the assurance professional’s expert the nature, scope
and objectives of that expert’s work for the assurance professional’s
purposes; and

(b)  Evaluate the adequacy of that work for the assurance professional’s
purposes.

Agreement with the Assurance Professional’s Expert

11.

The assurance professional shall agree, in writing when appropriate, on the
following matters with the assurance professional’s expert:

(@)  The nature, scope and objectives of that expert’s work;

(b)  The respective roles and responsibilities of the assurance professional
and that expert;

()  The nature, timing and extent of communication between the assurance
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professional and that expert, including the form of any report to be
provided by that expert; and

(d) The need for the assurance professional’s expert to observe
confidentiality requirements.
Evaluating the Adequacy of the Assurance Professional’s Expert’s Work
12.  The assurance professional shall evaluate the adequacy of the assurance
professional’s expert’s work for the assurance professional’s purposes, including:

(@ The relevance and reasonableness of that expert’s findings or
conclusions, and their consistency with other engagement evidence;

(b) If that expert’s work involves use of significant assumptions and
methods, the relevance and reasonableness of those assumptions and
methods in the circumstances; and

(c)  If that expert’s work involves the use of source data that is significant to
that expert’s work, the relevance, completeness, and accuracy of that
source data.

13. If the assurance professional determines that the work of the assurance
professional’s expert is not adequate for the assurance professional’s purposes, the
assurance professional shall:

(@  Agree with that expert on the nature and extent of further work to be
performed by that expert; or

(b)  Perform additional assurance procedures appropriate to the
circumstances.

Reference to the Assurance Professional’s Expert in the Assurance Report

14— If tFhe assurance professional shal—net-refers to the work of an assurance

This recognizes
that it may be

professional’s expert in an assurance report, the wording of that report shall not
imply that i Hi i i :

not—reduce—the assurance professional’s responsibility for the assuranee
professional’s—conclusion_expressed in that report is reduced because of the

appropriate for
the assurance
report to refer to

the expert, at
least in a

involvement of that expert.

APPLICATION MATERIAL

A4. An assurance professional’s expert may be needed to assist the assurance
professional in one or more of the following:

) Obtaining an understanding of the entity and its environment, including
its internal control.

. Identifying and assessing the risks of material misstatement.

) Determining and implementing overall responses to assessed risks at the
GHG statement level.

. Designing and performing further assurance procedures to respond to

assessed risks at the assertion level, comprising tests of controls or
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substantive procedures.

. Evaluating the sufficiency and appropriateness of engagement evidence
obtained in forming an opinion on the GHG statement.

Ab. The rlsks of materlal misstatement may increase Whenexpems&wa—ﬁelel—ethe;

statement, the entity does not possess the necessary expertlse; In such cases, a
management’s expert may be used in addressing those risks. Relevant controls,
including controls that relate to the work of a management’s expert, if any, may
also reduce the risks of material misstatement.

All. An assurance professional’s internal expert may be a partner or staff, including
temporary staff, of the assurance professional’s firm, and therefore subject to
the quality control policies and procedures of that firm in accordance with
ISQC 1 or national requirements that are at least as demanding. Alternatively,
an assurance professional’s internal expert may be a partner or staff, including
temporary staff, of a network firm, which may share common quality control
policies and procedures with the auditor’s firm.

AL2—An assurance professional’s external expert is not a member of the engagement
team and is not subject to quality control policies and procedures in accordance
with ISQC 1. In some jurisdictions, however, law or regulation may require that

Al3. Engagement teams are entitled to rely on the firm’s system of quality control,
unless information provided by the firm or other parties suggests otherwise. The
extent of that reliance will vary with the circumstances, and may affect the
nature, timing and extent of the assurance professional’s procedures with
respect to such matters as:

. Competence and capabilities, through recruitment and training
programs.
. The assurance professional’s evaluation of the o0Objectivity —of the

assurance professional’s expert. Assurance professional’s internal
experts are subject to relevant ethical requirements, including those
pertaining to independence.

. The assurance professional’s evaluation of the adequacy of the
assurance professional’ expert’s work. For example, the firm’s training
programs may provide assurance professional’ internal experts with an
appropriate understanding of the interrelationship of their expertise with
the assurance process. Reliance on such training and other firm
processes, such as protocols for scoping the work of assurance
professional’s internal experts, may affect the nature, timing and extent
of the assurance professional’s procedures to evaluate the adequacy of
the assurance professional’s expert’s work.

. Adherence to regulatory and legal requirements, through monitoring
processes.
. Agreement with the assurance professional’ expert.

Such reliance does not reduce the assurance professional’s responsibility to meet
the requirements of this ISAE.
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ISA 700 - FORMING AN CONCLUSION AND REPORTING
Forming an Conclusion on the GHG Statement

10. The assurance professional shall form a conclusion on whether the GHG 122
statement is preparedpresented fairly, in all material respects, in accordance
with the applicable criteria.

11.  In order to form that conclusion, the assurance professional shall conclude as to = The procedures | 193

whether the assurance professional has obtained reasonable assurance about referred to in @
whether the GHG statement as a whole is free from material misstatement, @i@ﬂ (b), &
whether due to fraud or error. That conclusion shall take into account: included in full. (©

Already 123

included in July | (d)
version of draft

ISAE 3410 at
para 30-31

124
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Form of Conclusion

16.  The assurance professional shall express an unmodified conclusion when the 125
assurance professional concludes that the GHG statement is prepared, in all
material respects, in accordance with the applicable criteria.

17.  If the assurance professional: 126

(@  concludes that, based on the engagement evidence obtained, the GHG
statement as a whole is not free from material misstatement; or

(b) is unable to obtain sufficient appropriate engagement evidence to conclude
that the GHG statement as a whole are free from material misstatement,

the assurance professional shall modify the conclusion in the assurance report-in
acecordance-with1SA705.

Unnecessary
detail

Not applicable

Covered by 128
July version of
draft ISAE

3410 at para 32
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Unnecessary
detail

Covered by 128

July version of
draft ISAE

3410 at para 32
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Assurance Report Prescribed by Law or Regulation

43.

If the assurance professional is required by law or regulation ef-a—specific
jurisdiction-to use a specific layout or wording of the assurance report, the
assurance report shall refer to this or other ISAEs tnternational-Standards-on
Awuditing—only if the assurance report includes, at a minimum, each of the
following-elements_identified in [July Draft para 32]s.
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Requirements
re EOM

paragraphs not
considered
appropriate.
Other matter

paragraphs
retained.
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Other Matter Paragraphs in the Assurance Report

8. If the assurance professional considers it necessary to communicate in the 127
assurance report a matter other than those that are presented or disclosed in the
GHG statement that, in the assurance professional’s judgment, is relevant to
intended users’ understanding of the engagement, the assurance professional’s
responsibilities or the assurance report and this is not prohibited by law or
regulation, the assurance professional shall do so in a paragraph in the
Unnecessary
detail
APPLICATION MATERIAL: A89 &
Al10. The content of an Oother Mmatter paragraph reflects clearly that such other A90
matter is not required to be presented and disclosed in the GHG statement. An
Oother Mmatter paragraph does not include information that the assurance
professional is prohibited from providing by law, regulation or other
professional standards, for example, ethical standards relating to confidentiality
of information. An Oother Mmatter paragraph also does not include information
that is required to be provided by the entity.
ISA 720 - OTHER INFORMATION
When documents containing a GHG statement and the assurance report thereon | The detailed 108
include other information, the assurance professional shall read that other information | requirements of
to identify material inconsistencies, if any, with the GHG statement and, if on reading | this ISA have
that other information, the assurance professional: been condensed
(a) __ldentifies a material inconsistency with the GHG statement, or m
. . . . q
(b)  Becomes aware of a material misstatement of fact in that other information that Ireeﬁulrement at

is unrelated to matters appearing in the GHG statement,

the assurance professional shall discuss the matter with the entity and take any further
appropriate action.
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