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[Proposed] International Standard on Assurance Engagements (ISAE) 3410, “Assurance on a
Greenhouse Gas Statement,” should be read in conjunction with the “Preface to the International
Standards on Quality Control, Auditing, Review, Other Assurance and Related Services.”
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Introduction

1.

e e e A LU

increasing attention given to the link between GHGs and climate change, many entities are
quantifying their GHG emissions for internal management purposes, and an increasing
number are also preparing a GHG statement:

(@) As part of a regulatory disclosure regime;
(b) As part of an emissions trading scheme; or

(c) Toinform investors and others on a voluntary basis. Voluntary disclosures may be, for
example, published as a stand--alone document; included as part of a broader
sustainability report or in an entity’s annual report; or made to support inclusion in a
“carbon register.”

Scope of this ISAE

12.

This International Standard on Assurance Engagements (ISAE) deals with assurance
engagements to report on aan entity’s greenhouse gas (GHG) statement.*

The assurance engagement may cover a GHG statement and other information, for example,

when the practitioner is engaged to report on a sustainability report of which a GHG
statement is only one part. In such cases, this ISAE applies with respect to the GHG
statement, and is cited in the assurance report along with ISAE 3000 or the subject matter-
specific standard in accordance with which the remainder of the engagement was conducted.

Although this ISAE does not deal with, or provide specific guidance for, assurance
engagements underSAE-3000-to report on the following, it may nonetheless assist
practitioners with such engagements, which would be conducted in accordance with ISAE
3000:2

(@) Statements of emissions other than GHG emissions, e-g-for example, nitrogen oxides
(NOx) and sulfur dioxide (SO,);®

(b) Other GHG-related information, such as product or service lifecycle “footprints,” and
key performance indicators based on emissions data. (Ref: Para. A1)

This ISAE does not apply to assurance engagements to report separately on instruments,

processes or mechanisms, such as offset projects, used by other entities as emissions
deductions. However, where an entity’s GHG statement includes emissions deductions that
are subject to assurance, the requirements of this ISAE apply in relation to those emissions
deductions as appropriate.

ISAE 3000, “Assurance Engagements Other than Audits or Reviews of Historical Financial Information.”

8 NOx (i.e., NO and NO,, which differ from the GHG nitrous oxide, N,O) and SO, are associated with “acid rain”
rather than climate change.
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Assertion-based and Direct Reporting Engagements

46. PHISPARA-HAS-BEEN-RESEQUENCED]-The Assurance Framework notes that an

assurance engagement may be either an assertion-based engagement or a direct reporting
engagement. This ISAE deals only with assertion-based engagements.

Reasonable Assurance and Limited Assurance Engagements

|

37. The Assurance Framework notes that an assurance engagement may be either a reasonable

assurance engagement or a limited assurance engagement.” This ISAE deals erby-with both
reasonable and limited assurance engagements.

[FHISIS-A-NEW-PARA.—UNDERLYING-TEXTIS-FROM-ISA-500:A10}-For both
reasonable and limited assurance engagements, audit—evidence to—draw—reasonable

eenelustons-on which to base the practitioner’s conclusion auditer’s-opiien-is obtained by
performing:

(@) Risk assessment procedures; and
(b) Further evidence-gathering audit-procedures, which comprise:

(i) Tests of controls, when required by the ISAES or when the practitioner auditer-has
chosen to do so; and

(if) Substantive-Other evidence-gathering procedures, including tests of details and
substantive-analytical procedures.

Because the desired level of assurance is lower for a limited assurance engagement, the

procedures for gathering sufficient appropriate evidence are deliberately limited relative to a
reasonable assurance engagement.® For assurance engagements on a GHG statement, the
primary differences between the evidence-gathering procedures for a reasonable assurance
engagement and for a limited assurance engagement are: (Ref: Para. A2)

(a)  The extent of further evidence-gathering procedures: The extent of further evidence-
gathering procedures performed in a limited assurance engagement is less than in a
reasonable assurance engagement.

(b) The nature of analytical procedures: In a reasonable assurance engagement, analytical
procedures are ordinarily more rigorous than in a limited assurance engagement.

(c) The emphasis placed on various procedures: The emphasis placed on various
procedures as a source of evidence may also differ depending on the engagement
circumstances.

Relationship with Other Professional Pronouncements
510. The performance of assurance engagements other than audits or reviews of historical

financial information requires the practitioner to comply with ISAE 3000-ir-additionto-this

4

International Framework for Assurance Engagements, paragraph 11.
International Framework for Assurance Engagements, paragraph 53, and ISAE 3000, paragraph 37.

| 5
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ISAE.. ISAE 3000 includes requirements in relation to such topics as engagement
acceptance, planning, evidence, and documentation that apply to all assurance engagements,
including engagements in accordance with this ISAE. This ISAE expands on how ISAE 3000
is to be applied in an assurance engagement to report on an entity’s GHG statement. The
Assurance Framework, which defines and describes the elements and objectives of an
assurance engagement, provides context for understanding this ISAE and ISAE 3000.

611. Compliance with ISAE 3000 requires, among other things, that the practitioner comply with
the independence and other requirements of the-nternational-Federation-ef-Accountants’
Code of Ethics for Professional Accountants (H=ACissued by the International Ethics
Standards Board for Accountants (the IESBA Code) and implement quality control
procedures that are applicable to the individual engagement..®

SHGC ificati T .
7. [THIS PAR MOVED TO THE FRONT OF THE INTRODUCTION]

Effective Date
8.12 This ISAE is effective for assurance reports covering periods ending on or after [date].’

Objectives
913. The objectives of the practitioner are:

(@) To obtain the desired level of assurance (reasonable assuranece—or limited) about
whether the GHG statement is free from material misstatement, whether due to fraud or

error, thereby enablmg the practltloner to express aneptnwn@h—whether—theuGHG

entenara conclusmn Convequ that IeveI of assurance (reasonable or limited); and

(b) To report on the entity’s GHG statement, and communicate as required by this ISAE, in
accordance with the practitioner’s findings.
Definitions
1014.For purposes of this ISAE, the following terms have the meanings attributed below:
(@) Applicable criteria— The criteria used by the entity to quantify and report its emissions.®

(b) Assertions — Representations by the entity, explicit or otherwise, that are embodied in
the GHG statement, as used by the practitioner to consider the different types of
potential misstatements that may occur.

® ISAE 3000, paragraphs 4 and 6.

This date will be at least 6 months after the date on which the ISAE- is approved for issue. Paragraph 16 of the
Preface to the International Standards on Quality Control, Auditing, Review, Other Assurance and Related Services
permits application before the effective date.

Criteria are discussed in the International Framework for Assurance Engagements, paragraph 34-38.
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(c) [THIS PARA IS NEW. THE UNDERLYING TEXT IS FRO ISA 710.6(a}]

(ed)

(ce)

(ef)

(Ra)

Comparative information — The amounts and disclosures included in the firancial
GHG statements in respect of one or more prior periods in accordance with the

applicable criteria. finanecialreperting-framework-

Emissions — The GHGs that, during the relevant period, have been emitted to the
atmosphere or would have been emitted to the atmosphere had they not been captured
and channeled to a sink. Emissions can be categorized as:

. Direct emissions (also known as Scope 1 emissions), which are emissions from
sources that are owned or controlled by the entity. (Ref: Para. A3)

. Indirect emissions, which are emissions that are a consequence of the activities of
the entity, but which occur at sources that are owned or controlled by another
entity. Indirect emissions can be further categorized as:

0 Scope 2 emissions, which are emissions associated with energyiaeluding

eleetricity-heating/cooling;-and-steam; that is transferred to and consumed
by the entity. (Ref: Para. A4)

0 Scope 3 emissions, which are all other indirect emissions. (Ref: Para. A2A5)

The entity’s emissions (and its removals and emissions deductions, where applicable)
is the “subject matter” of the engagement.®

Emissions deduction — Any item included in the entity’s GHG statement that is
deducted from the total reported emissions, but which is not a removal; it commonly
includes offsets (where the entity pays another entity to remove emissions from the
atmosphere, or to undertake measures that lower the other entity’s emissions), but can
also include a variety of other instruments or mechanisms such as performance credits
and allowances that are recognized by a regulatory or other scheme of which the entity
is a part. Where an entity’s GHG statement includes emissions deductions_that are
subject to assurance, the requirements of this ISAE in+relation-te-emissions-alse-apply
in relation to emissions deductions as appropriate. (Ref: Para. A6-A7)

Emissions factor — A mathematical factor or ratio for converting the measure of an
activity (for example, liters of fuel consumed, kilometers travelled, the number of
animals in husbandry, or tonnes of product produced) into an estimate of the quantity
of GHGs associated with that activity.

Entity — The legal entity, economic entity, or the identifiable portion of a legal or
economic entity (for example, a single factory or other form of facility, such as a land
fill site), or combination of legal or other entities or portions of those entities (for
example, a joint venture) to which the emissions in the GHG statement relate.

9

International Framework for Assurance Engagements, paragraph 8.
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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.

GHG statement — A statement setting out constituent elements and quantifying an
entity’s GHG emissions for a period, and where applicable, comparative emissions
relatingto-apriorperiod{s)-orbaseyearinformation (sometimes known as-a-statement
of-emissions—and-—remevals—or an emissions inventory), plus explanatory notes
including a summary of significant quantification and reporting policies. An entity’s
GHG statement may also include a categorized listing of removals or emissions
deductions. Where the engagement does not cover the entire GHG statement, the term
“GHG statement” is to be read as that portion that is covered by the engagement. The
GHG statement is the “subject matter information” of the engagement.*

Greenhouse gases (GHGs)- — Carbon dioxide (CO;) and any other gases required by
the applicable criteria to be included in the GHG statement, such as: methane; nitrous
oxide; sulfur hexafluoride; hydrofluorocarbons; perfluorocarbons; and
chlorofluorocarbons. These other gases are often expressed in terms of carbon dioxide
equivalents (CO,-¢e).

(mk) Organizational boundary — The boundary that determines which erganizations—or

(RD)

facHitiesoperations to include in the entity’s GHG statement.

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

(sm) Quantification — The process of attributing-a-determining the quantity of GHGs that

(tn)

relate to athe entity, either directly or indirectly, as emitted (or removed) by particular
sources (or sinks).

Removal — GHGs the entity has removed from the atmosphere, or emissions the entity
has prevented from being released to the atmosphere, during the period. Where an
entity’s GHG statement includes removals_that are subject to assurance, the
requirements of this ISAE-in-relation-to-emissiens—alse apply in relation to_those
removals as appropriate. (Ref: Para. A3A8)

(#0) Sink — A physical unit or process that removes GHGs from the atmosphere.

(vp) Source — A physical unit or process that releases GHGs into the atmosphere.

(waq) Type of emissions — A grouping of emissions based on, for example, source of

emission, type of gas, region, or facility.

10

International Framework for Assurance Engagements, paragraph 8.
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Requirements
ISAE 3000

1115.The practitioner shall not represent compliance with this ISAE unless the practitioner has
complied with the requirements of this ISAE and ISAE 3000. (Ref: Paras.A4A9, ASA10, ASALL,
A125-A136, ALOA15-A22, A2636, A80-A81-A83,-and A85-A87)

Acceptance and Continuance

Preconditions for the Engagement

| 1516.In order to establish whether the preconditions for the engagement are present:

(a)

(€b)

(be)

The engagement partner shall determine that both the GHG statement and the
engagement have sufficient scope to be useful to intended users, considering, in
particular: (Ref: Para. A148)

(i) Ifthe GHG statement is to exclude significant emissions that have been, or could
readily be, quantified; or

(if)  If the engagement is to exclude significant emissions that are included in the
GHG statement,

whether such exclusions are reasonable in the circumstances.

As part of assessmg the SU|tab|I|ty of the appllcable crlterla in accordance Wlth ISAE
3000, w
voluptary—basis,—the practltloner shaII determlne whether they encompass at a
minimum: (Ref: Para. A23-A26)

(i)  The method for determining the entity’s organizational boundary; (Ref: Para. A27)
(i) The GHGs to be accounted for;
(iii) QuantificationAcceptable guantification methods-te-be-used; and

(iv) Adequate dbisclosures efsuch that intended users can understand the significant
judgments made in preparing the GHG statement. (Ref: Para. A28): FFHE-SUB

B R T

The practitioner shall obtain the agreement of the entity that it acknowledges and
understands its responsibility:

(i) Inrthecase-ofa—voluntaryreperting-engagement—forFor stating in its GHG

statement the applicable criteria it has used; and, when it is not readily apparent

from the engagement circumstances, who developed them; (Ref: Para. A34)

(i)

uset&ﬁ&respen&bmtyietFor the preparatlon of its GHG statement in accordance
with the applicable criteria; (Ref: Para. A35)

11

ISAE 3000, paragraph 19.
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(iii) For such internal control as the entity determines is necessary to enable the
preparation of a GHG statement that is free from material misstatement, whether
due to fraud or error; and

Agreement on Engagement Terms

1817. The agreed terms of the engagement, as required by ISAE 3000, shall include:
(@) The objective and scope of the engagement;

(b) The responsibilities of the practitioner;
(c) The responsibilities of the entity;

(d) Identification of the applicable criteria for the preparation of the GHG statement;
and

(e) Reference to the expected form and content of any reports to be issued by the
practitioner and a statement that there may be circumstances in which a report may
differ from its expected form and content:; and

(H  FhatAn acknowledgement that the entity agrees to provide a representation letter at
the conclusion of the engagement.

Fraud
3018. The practitioner shall: (Ref: Para A32-A35A37-A40)

(@) Identify and assess the risks of material misstatement of the GHG statement due to
fraud;

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

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

Laws and Regulations
3119.The practitioner shall:

(@) Obtain sufficient appropriate evidence regarding compliance with the provisions of
those laws and regulations generally recognized to have a direct effect on the content of
the GHG statement; and

(b) Respond appropriately to non-compliance or suspected non-compliance with laws and
regulations identified during the engagement. (Ref: Para A36A41)

2 ISAE 3000, paragraph 10.
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3420.1n establishing the overall engagement strategy, as required by ISAE 3000, the practitioner
shall: (Ref: Para. A37-A38A42-A44)

(a)
(b)

(©)

(d)

(€)

(f)

Identify the characteristics of the engagement that define its scope;

Ascertain the reporting objectives of the engagement to plan the timing of the
engagement and the nature of the communications required,;

Consider the factors that, in the practitioner’s professional judgment, are significant in
directing the engagement team’s efforts;

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;

Ascertain the nature, timing and extent of resources necessary to perform the
engagement; and

Determine the impact of the internal audit function on the assurance-engagement.

Materiality in Planning and Performing the Engagement

Determining Materiality and Performance Materiality When Planning the Engagement

3621.When establishing the overall engagement strategy, the practitioner shall determine

materlallty for the GHG statement. Lf—m%he—speemee#eums{anee&ef—theuenmy—th%&m

3722.The practitioner shall determine performance materiality for purposes of assessing the risks
of material misstatement and determining the nature, timing and extent of further evidence-
gathering assuranee-procedures.- (Ref: Para. A45-A50)

Revision as the Engagement Progresses

3823.The practitioner shall revise materiality for the GHG statement (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
practitioner to have determined a different amount (or amounts) initially. (Ref: Para. A5147)

B ISAE 3000, paragraph xx.
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Identifying and Assessing the Risks of Material Misstatement through Understanding the
Entity and Its Environment

Risk Assessment Procedures and Related Activities

3924.The practitioner 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 evidence on which to base the assurance-epiaien conclusion. (Ref: Para.
A48A52-A570)

4025.The risk assessment procedures shall include the following:

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

(b) Analytical procedures: (Ref: Para. A58-A60).

(c) Observation and inspection.

4126.1f 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. (Ref: Para. A51A61)

4227.The engagement partner and other key members of the engagement team, and any key
practitioner’s external experts, shall discuss the susceptibility of the entity’s GHG statement
to material misstatement whether due to fraud or error, 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 members of the engagement team, and to any
practitioner’s external experts not involved in the discussion.

The Entity and Its Environment

4328.The practitioner shall obtain an understanding of the following:

(@ Relevant industry, regulatory, and other external factors including the applicable
criteria.

(b) The nature of the entity, including:

(i)  The erganizations-erfacHitiesnature of the operations included in the entity’s
organizational boundary-and-the-nature-of-theiroperations—which-determine,
including: (Ref: Para. A27)

a.  the types of emissions sources;
b.  the contribution of each to the entity’s overall emissions; and

c.  the uncertainties associated with the gquantities reported in the GHG
statement. (Ref: Para. A159-A22) |

(i)  Changes in the nature or extent of operations, including whether there have been
any mergers, acquisitions, or sales of emissions sources, or outsourcing of |

Agenda Item 5-C
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functions with significant emissions that may require adjustment of comparative
emissions relating to a prior period(s) or base year, or disclosure in the GHG
statement; and

(iii) The frequency or nature of incidents such as shut downs.

(c) Theentity’s selection and application of quantification methods and reporting policies,
including the reasons for changes thereto and the potential for double-counting of
emissions; ané

(d) tThe requirements of the applicable criteria relevant to estimates, including related
disclosures..—ncluding: FFHE-SUB-PARSTHAT- WERE HERE HAVE BEEN
hosio o o DA A0

(de) The entity’s climate change objectives and strategyies, if any, and associated
economic, requlatory, physical and reputational risks. these-related-business-risks-that
mayresultinrisks-ef-matertabmisstatement—(Ref: Para. A6254)

(ef) The oversight of, and responsibility for, emissions information within the entity.

4429.The practitioner shall evaluate whether the entity’s quantification methods and reporting
policies, including the determination of the entity’s organizational boundary, are appropriate
for its operations, and are consistent with the applicable criteria and quantification and
reporting policies used in the relevant industry and in prior periods.

The Entity’s Internal Control

| 4530.The practitioner shall obtain an understanding of internal control relevant to the engagement.
When obtaining an understanding of controls that are relevant to the engagement, the
practitioner 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.

| 4631.The practitioner shall obtain an understanding of the components of internal control relevant
to the engagement, being:

(@) The control environment;

| (b) The entity’s risk assessments proceduresprocess;

(c) Theinformation 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; (Ref: Para. A5563-
Ab4)

(d) Control activities relevant to the engagement, being those the practitioner judges it
necessary to understand in order to assess the risks of material misstatement at the
| assertion level and design further evidence-gathering asst+anee-procedures responsive
to assessed risks. An assurance engagement does not require an understanding of all the
control activities related to each significant type of emission and disclosure in the GHG

| statement or to every assertion relevant to them. (Ref: Para. A5563-A64)

Agenda Item 5-C
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Monitoring of controls and the collective effectiveness of all five components of
internal control, including the internal audit function and its activities with respect to
emissions where applicable.

Identifying and Assessing Risks

4732.The practitioner shall identify and assess the risks of material misstatement at:

(a)
(b)

The GHG statement level; and (Ref: Para. A52-A54)

The assertion level for types of emissions and disclosures to provide a basis for
designing and performing further evidence-gathering assuranee-procedures. (Ref: Para.

AS55-A57)

4833.For this purpose, the practitioner shall:

(@)

(b)
(©)

(d)

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;

Assess the identified risks, and evaluate whether they relate more pervasively to the
GHG statement and potentially affect many assertions;

Relate the identified risks to what can go wrong at the assertion level, taking account of
relevant controls that the practitioner intends to test; and

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.

4934.In identifying and assessing risks of material misstatement, the practitioner shall consider at
least the following factors: (Ref: Para. A65-66-A57)

(a)

(b)

(©)
(d)
(€)

(f)

(@)
(h)

The possibility of intentional misstatement in the GHG statement, and the possibility of
omission of a potentially significant seurce-ersinkemission; (Ref: Para. A32-A35A37-A40,
and A56A65(a))

Recent-sighificantSignificant economic,—_or regulatory er—ether+requirements—and
developmentschanges; (Ref: Para. A56A65(b))

The nature of operations; (Ref: Para. A56A65(c))
The nature of quantification methods; (Ref: Para. A56A65(d))

The degree of complexity in determining the organizational boundary and whether
related parties are involved; (Ref: Para. A27)

Whether there are significant emissions that are outside the normal course of business
for the entity, or that otherwise appear to be unusual; (Ref: Para. A56A65(e))

The degree of subjectivity in the quantification of emissions; ane-(Ref: Para. A56A65(e))
Whether Scope 3 emissions are included in the GHG statement. (Ref: Para. A56A65(f))
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(i) How the entity makes significant estimates, and the data on which they are based,
including: [THE FOLLOWING LIST HAS BEEN MOVED HERE FROM PARA
43¢

(1)  Anunderstanding of the data on which estimates are based;

(i)  The method, including where applicable the model, used in making estimates;
(i)  Relevant controls;

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

(iv) The assumptions underlying estimates; and

(v) Whether there has been or ought to have been a change from the prior period in
the methods for making estimates, and if so, why; and

(vi) Whether, and if so how, the entity has assessed the effect of estimation
uncertainty on the GHG statement. (Ref: Para. A65(q)).

Risks for Which Substantive-ProceduresAlone-Bo-Not-Tests of Controls are Necessary to
Provide Sufficient Appropriate Evidence

5035.1n respect of some risks, the practitioner may judge that it is not possible or practicable to
obtain sufficient appropriate evidence without performing tests of controls—enly—frem
substantiveproeedures. In such cases, the entity’s controls over such risks are relevant to the
engagement and the practitioner shall obtain an understanding of them. (Ref: Para. A58A67)

Revision of Risk Assessment

5136.The practitioner’s assessment of the risks of material misstatement at the assertion level may
change during the course of the engagement as additional engagementevidence is obtained.
In circumstances where the practitioner obtains-engagement evidence from performing
further evidence-gathering asstranee-procedures, or if new information is obtained, either of
which is inconsistent with the engagement-evidence on which the practitioner originally
based the assessment, the practitioner shall revise the assessment and modify the further
planned evidence-gathering assuranee-procedures accordingly.

Responses to Assessed Risks
Overall Responses

5237.The practitioner shall design and implement overall responses to address the assessed risks of
material misstatement at the GHG statement level. (Ref: Para. A68-A70)

Assuranee-Evidence-gathering Procedures Responsive to the Assessed Risks of Material
Misstatement at the Assertion Level

5338.The practitioner shall design and perform further evidence-gathering assuranee-procedures
whose nature, timing, and extent are based on and are responsive to the assessed risks of
material misstatement at the assertion level. (Ref: Para. A7159)
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5439.In designing the further evidence-gathering assurance—procedures to be performed, the
practitioner shall:

(@)

(b)

()

Consider the reasons for the assessment given to the risk of material misstatement at
the assertion level for each type of emissions and disclosure, including: (Ref: Para. A7260)

(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);-therebyreguiring to an extent that requires the practitioner to obtain
engagement evidence to determine whether the controls are operating effectively
(that is, the practitioner intends to rely on the operating effectiveness of controls
in determining the nature, timing and extent of substantiveother evidence-
gathering procedures)-and).; (Ref: Para. A73)

Obtain more persuasive enrgagement-evidence the higher the practitioner’s assessment
of risk—; and (Ref: Para. A74)

Obtain more extensive evidence for a reasonable assurance engagement than for a

limited assurance engagement. (Ref: Para. A2)

Tests of Controls

5540.The practitioner shall design and perform tests of controls to obtain sufficient appropriate
evidence as to the operating effectiveness of relevant controls if:

(@)

(b)

The practitioner’s assessment of risks of material misstatement at the assertion level
includes an expectation that the controls are operating effectively (that is, the
practitioner intends to rely on the operating effectiveness of controls in determining the
nature, timing and extent of substantiveother evidence-gathering procedures); or (Ref:

Para. A72)

SubstantiveEvidence-gathering- procedures other than tests of controls alere-cannot
alone provide sufficient appropriate evidence at the assertion level. (Ref: Para. A67)

Evaluating the Operating Effectiveness of Controls

5641.1f deviations from controls upon which the practitioner intends to rely are detected, the
practitioner shall make specific inquiries to understand these matters and their potential
consequences, and shall determine whether:

(a)

(b)
(©)

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

Additional tests of controls are necessary; or

The potential risks of misstatement need to be addressed using substantiveother
evidence-gathering procedures.
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Substantive-Evidence-gathering Procedures other than Tests of Control

5742.1rrespective of the assessed risks of material misstatement, the practitioner shall design and
perform substantiveevidence-gathering -procedures in addition to tests of control for each
material type of emission and disclosure. (Ref: Para. A61A71)

5843.The practitioner shall consider whether external confirmation procedures are to be performed

as-substantive-assurance-procedures. (Ref: Para. A62AT76)

Substantive-Analytical Procedures Performed in Response to Assessed Risks
5944 When designing and performing substantive-analytical procedures as-substantive-procedures;
either alone or in combination with tests of details, the practitioner shall: (Ref: Para. A2 and A77-
A80)
(@) 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 practitioner’s expectation of recorded
quantities or ratios is developed, taking account of source, comparability, and nature
and relevance of information available, and controls over preparation; and

(c) Inthe case of a reasonable assurance engagement:

(i) Develop an expectation of recorded 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

(¢ii) Determine the amount of any difference from that expected that is acceptable
without further investigation as required by paragraph 4566.

6045.1f analytical procedures identify fluctuations or relationships that are significantly
inconsistent with other relevant information or that differ significantly from expected
quantities or ratios, the practitioner shall investigate such differences by: (Ref:ParaA63-A865)

(@ Inquiring of the entity, and in the case of a reasonable assurance engagement, obtaining
appropriate-engagementadditional evidence relevant to the entity’s responses; and

(b) Performing other assuranee—evidence-gathering procedures as necessary in the
circumstances.

SubstantiveEvidence-gathering Procedures Related-toRegarding the GHG Statement Aggregation
Process

6146.The practitioner’s substantiveevidence-gathering procedures shall include the following
assuranee procedures related to the GHG statement aggregation process: (Ref: Para. A8166)

(@) Agreeing or reconciling the GHG statement with the underlying records; and

(b) Examining material adjustments made during the course of preparing the GHG
statement.
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Assuranee-Evidence-gathering Procedures Regarding Estimates

6247.Based on the assessed risks of material misstatement, the practitioner shall
determine:conclude:

(@) Whether the entity has appropriately applied the requirements of the applicable criteria
relevant to estimates; and

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

6348.In responding to thean assessed risks of material misstatement, the practitioner shall
undertake one or more of the following, taking account of the nature of estimates: (Ref: Para.
AB267)

(@) Testhow the entity made the estimate and the data on which it is based. In doing so, the
practitioner shall evaluate whether:

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

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

(b) Test the operating effectiveness of the controls over how the entity made the estimate,
together with other appropriate substantiveevidence-gathering procedures.

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

(i) If the practitioner uses assumptions or methods that differ from the entity’s, the
practitioner shall obtain an understanding of the entity’s assumptions or methods
sufficient to establish that the practitioner’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 practitioner concludes that it is appropriate to use a range, the practitioner
shall narrow the range, based on engagement—evidence available, until all
outcomes within the range are considered reasonable.

Sampling

6449.When designing a sample, the practitioner shall consider the purpose of the evidence-
gathering assuranee-procedure-and, the characteristics of the population from which the
sample will be drawn-, and the desired level of assurance (reasonable or limited).

6550.The practitioner shall-determine:

(a) Determine a sample size sufficient to reduce sampling risk to an acceptably low level.
Because the acceptable level of assurance engagement risk is lower for a reasonable
assurance engagement than for a limited assurance engagement, so too will be the level
of sampling risk that is ordinarily acceptable. Therefore, when sampling is used in a
reasonable assurance engagement, the sample size will ordinarily be larger than when
used in similar circumstances in a limited assurance engagement.

Agenda Item 5-C
Page 17 of 67




Draft ISAE 3410 “Assurance on a Greenhouse Gas Statement” — marked from Agenda Item 5-D
IAASB Main Agenda (June 2010)

(b)66. Fhepractitionershal-seleetSelect items for the sample in such a way that each

sampling unit in the population has a chance of selection, and shall perform evidence-
gathering assuranee-procedures, appropriate to the purpose, on each item selected.

674—If the practitioner is unable to apply the designed evidence-gathering assurance
procedures, or suitable alternative procedures, to a selected item, the practitioner 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.

(c)68: FhepractitionershatHnvestigatelnvestigate the nature and cause of any deviations or
misstatements identified, and evaluate their possible effect on the purpose of the

evidence-gathering assuranee-procedure and on other areas of the engagement.
(d)69: FerEvaluate:

(i) The results of the sample, including, for tests of details, the-practitionershall
prejeetprojecting misstatements found in the sample to the population--; and

{a)—The-results of the sample;-and

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

Evaluation of Misstatements Identified during the Engagement
Accumulation of Identified Misstatements
7451.The practitioner shall accumulate misstatements identified during the engagement, other than
those that are clearly trivial. (Ref: Para. A8372)
Consideration of Identified Misstatements as the Engagement Progresses

7552.The practitioner 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 paragraphs 36-3821-23 of this ISAE.

7653.1f, at the practitioner’s request, the entity has examined a type of emission or disclosure and
corrected misstatements that were detected, the practitioner shall perform additional
evidence-gathering assuranee-procedures to determine whether misstatements remain.

Communication and Correction of Misstatements

| #754.The practitioner shall communicate on a timely basis all misstatements accumulated during
the engagement with the appropriate level within the entity and shall request the entity to
correct those misstatements.
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7#855.1f the entity refuses to correct some or all of the misstatements communicated by the
practitioner, the practitioner 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-is-freefrom-material-misstatementforming the practitioner’s
conclusion.

Evaluating the Effect of Uncorrected Misstatements

7956.Prior to evaluating the effect of uncorrected misstatements, the practitioner shall reassess
materiality determined in accordance with paragraphs 36-3821-23 of this ISAE to confirm
whether it remains appropriate in the context of the entity’s actual emissions.

8057.The practitioner shall determine whether uncorrected misstatements are material, individually
or in aggregate. In making this determination, the practitioner shall consider the size and
nature of the misstatements, bethand the particular circumstances of their occurrence, in
relation to particular types of emissions or disclosures and the GHG statement. —and-the

cular ol he

Using the Work of Component Practitioners

8158.When the practitioner intends using the work of component practitioners regarding
components of the GHG statement, the practitioner shall: (Ref: Para. A8473)

(@ Communicate clearly with those component practitioners about the scope and timing of
their work on those components and their findings; and (Ref: Para. A85-A8674-A75)

(b) Obtain sufficient appropriate evidence regarding those components and the process for
including related information in the GHG statement to express a conclusmn anepmten

the&pplieateleenteneﬁ(Ref Para. A876)

Using the Work of Internal Audit

8259.The practitioner shall, where the entity has an internal audit function, determine whether it is
likely to be relevant to the engagement, and if so: (Ref: Para. A8877)

(@ Determine whether, and to what extent, to use specific work of the internal auditors; and
(b) If using the specific work of the internal auditors, determine whether that work is
adequate for the purposes of the engagement.
Written Representations
8960.The practitioner shall request written representations from the entity:

(@) That the entity has fulfilled its responsibility for the preparation of the GHG statement
in accordance with the applicable criteria, as set out in the terms of the engagement;

(b) That the entity has provided the practitioner with all relevant information and access as
agreed in the terms of the engagement and reflected all relevant matters in the GHG
statement;
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Whether the entity believes the effects of uncorrected misstatements are immaterial,
individually and in aggregate, to the GHG statement. A summary of such items shall be
included in or attached to the written representation;

That significant assumptions used in making estimates are reasonable; and

That the entity has communicated to the practitioner all deficiencies in internal control
relevant to the engagement that are not clearly trivial and inconsequential of which the
entity is aware.

Written Representations about the Entity’s Responsibilities

9161.The practitioner shall disclaim an-epintena conclusion on the GHG statement if:

@)

(b)

The practitioner concludes that there is sufficient doubt about the integrity of the entity such
that the written representations required by paragraphs 8960(a) and (b) are not reliable; or

The entity does not provide the written representations required by paragraphs 8960(a) and

(b).

Subsequent Events

9262.The practitioner shall: (Ref: Para. A89)

()

(b)

Obtain sufficient appropriate 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
accordance with the applicable criteria; and

Respond appropriately to facts that become known to the practitioner after the date of
the assurance report, that, had they been known to the practitioner at that date, may
have caused the practitioner to amend the assurance report.

Comparative Information

NEW-PARA]

63. The auditerpractitioner shall determine whether the financial GHG statements includes the
comparative information required by the applicable financial-reporting-framework-criteria

and whether such information is appropriately classified. For this purpose, the auditer
practitioner shall evaluate whether:

(a)

(b)

The comparative information agrees with the amounts and other disclosures presented
in the prior period or, when appropriate, hasve been properly restated and that
restatement has been adequately disclosed; and

The aceeunting-quantification policies reflected in the comparative information are
consistent with those applied in the current period or, if there have been changes-ia
accounting-pohicies, whether theyoese-changes have been properly aceeunted-applied
and adequately presented-and-disclosed.
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64. If the auditor—practitioner becomes aware of a possible material misstatement in the
comparative information while performing the current period-audit engagement, the auditor
practitioner _shall perform such additional audit—evidence-gathering procedures as are

necessary in the cwcumstances memmnsuﬂreren%eppmmmauelmewelenee%detewee

m#e%eneg#e%#ﬁh%ke&n%ndedim&nem—sta%emems (Ref Para. A90)

Documentation

9565.1n documenting the nature, timing and extent of evidence-gathering assurance-procedures
performed, as required by ISAE 3000,* the practitioner 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.

9666.The practitioner shall document discussions of significant matters with the entity and others,
including the nature of the significant matters discussed and when and with whom the
discussions took place. (Ref: Para. A93)

Quality Control
9867.The practitioner 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.
Matters Arising after the Date of the Assurance Report

9968.1f, in exceptional circumstances, the practitioner performs new or additional evidence-
gathering assurance-procedures or draws new conclusions after the date of the assurance
report, the practitioner shall document:

(@) The circumstances encountered,;

¥ ISAE 3000, paragraph xx.
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(b) The new or additional evidence-gathering asstranee—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

10069. The practitioner 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. (Ref. Para A84A94)

10170. After the assembly of the final engagement file has been completed, the practitioner shall
not delete or discard engagement documentation of any nature before the end of its
retention period.

10271. In circumstances other than those envisaged in paragraph 99-68 where the practitioner 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
practitioner 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.

Engagement Quality Control Review

10472. For those engagements, if any, for which a quality control review is required by law or
regulation or for which the firm has determined that an engagement quality control review
is required, 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.

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

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

(d) Evaluation of the conclusions reached in formulating the assurance report and
consideration of whether the proposed assurance report is appropriate;

(e) Consideration of the engagement team’s evaluation of the firm’s independence in
relation to the engagement;

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

Forming the Assurance OpiterConclusion

10673. tn-erdertoformthatepiniontThe practitioner shall conclude as to whether the practitioner
has obtained the desired level of assurance (reasonable assurance-or limited) about whether

the GHG statement is free from material misstatement, whether due to fraud or error, That
conclusion shall take into account the following procedures, and the requirement of
paragraph 86-57 of this ISAE:

@)

(€b)

(dc)

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

If the practitioner has not obtained sufficient appropriate evidence as to a material GHG
statement assertion, the practitioner shall attempt to obtain further engagementevidence.

The practitioner shall evaluate: in the case of a reasonable assurance engagement,
whether the GHG statement is prepared, in all material respects, in accordance with
the applicable criteria; and in the case of a limited assurance engagement, whether
anything has come to the attention of the practitioner that causes the practitioner to
believe that the GHG statement is not prepared, in all material respects, in accordance
with the applicable criteria. This evaluation shall include consideration of: the

qualitative aspects of the entity’s quantification methods and reporting practices,
including indicators of possible bias in judgments and decisions in the making of
estlmates and in preparlng the GHG statement;-* and Whemh&mie#nauepris%e%e

(i) The quantification methods and reporting policies selected and applied are
consistent with the applicable criteria and are appropriate;

(ii¥) Estimates made in preparing the GHG statement are reasonable;

(itiv) The information presented in the GHG statement is relevant, reliable, complete,
comparable and understandable;

15

Indicators of possible bias do not themselves constitute misstatements for the purposes of drawing conclusions on

the reasonableness of individual estimates.
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(iv) The GHG statement provides adequate diselosures—ineluding-disclosure of

uncertaintiesh-the quantification-of-the-entity’s-emissions;applicable criteria
and other matters such that te-enable-the intended users te-can understand the

nformation-conveyed:—andsignificant judgments made in its preparation; and

(Ref Para. A28 and A95-A97)

(vi) The terminology used in the GHG statement is appropriate.

74. When appropriate in the context of the criteria, the wording of the assurance conclusion, or

other engagement circumstances, the evaluation required by paragraph 73(d) shall also

include consideration of: (Ref: Para. A98)

(a)

The overall presentation, structure and content of the GHG statement; and

(b)

Whether the GHG statement represents the underlying emissions in a manner that

achieves fair presentation.

e el Bocnesne L e Moo e Dopopl
110, [THIS PARAMOVED TO FOLOW THE NEXT PARA]

Assurance Report Content

11175. The assurance report shall include the following basic elements: (Ref: Para. A990)

(a)
(b)
(©)

(fd)
(ke)
(ef)

(eq)

A title that clearly indicates the report is an independent assurance report.
The addressee of the assurance report. (Ref: Para. A10091)

Identification of the GHG statement and, if any information in that statement is not
covered by the practitioner’s-epinion conclusion, identification of that information,
and a statement that the practitioner has not performed any evidence-gathering
assuranee-procedures with respect to it and that, therefore, no epinten-conclusion on
it is expressed. (Ref: Para. A101)

A description of the entity’s responsibilities.
A statement identifying the uncertainties relevant to emissions.

If the GHG statement includes emissions deductions that are covered by the
practitioner’s conclusion, identification of those emissions deductions, and eithera
statement of the practltloner S respon3|b|I|ty with respect to them—epaetatementthat

that—the#efere—neep#uenen#tem%exppessed (Ref Para. A92A102- A105)

(1) Identification of the applicable criteria;

(if) Identification of how those criteria can be accessed;

(iii) Ifthose criteria are available only to specific intended users, or are relevant only
to a specific purpose, a statement restricting the use of the assurance report to
those intended users or that purpose; and
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(iv) If established criteria need to be supplemented by disclosures in the explanatory
notes to the GHG statement for those criteria to be suitable, identification of the
relevant note(s).

()  Adescription of the practitioner’s responsibilities, including:

(i) Astatement that the engagement was performed in accordance with ISAE 3410,
“Assurance on a Greenhouse Gas Statement.”

(i)  Asummary of the practitioner’s procedures:, including, in the case of a limited
assurance engagement, a statement that the extent of evidence-gathering
procedures is_substantially less than a reasonable assurance (or audit)
engagement and consequently does not enable the practitioner to obtain the
assurance necessary to become aware of all significant matters that might be
identified in a reasonable assurance engagement.

()  The practitioner’s-eptnten conclusion, expressed in the positive form_in the case of a
reasonable assurance engagement or in the negative form in the case of a limited
assurance engagement, about whether the GHG statement is prepared, in all material
respects, in accordance with the criteria identified in paragraph 33175(eg)(i).

(J) If the practitioner expresses an—opiniena conclusion that is ether—than
unguatfiedmodified, a clear description of all the reasons therefor.

k) [MOVED TO PRECEDE (d}]

((k) The name of the practitioner or the practitioner’s firm.
(ml) The date of the report.
(rm) The name of the city where the office that has responsibility for the engagement is.

Emphasis of Matter Paragraphs and Other Matter Paragraphs-in-the-Assurance-Report

If the

- - TV

practitioner considers it necessary to-:

(a) Draw intended users’ attention to a matter presented or disclosed in the GHG
statement that, in the practitioner’s judgment, is of such importance that it is
fundamental to intended users’ understanding of the GHG statement (an emphasis of
matter paragraph); or

(b) Ceommunicate a matter other than those that are presented or disclosed in the GHG
statement that, in the practitioner’s judgment, is relevant to intended users’
understanding of the engagement, the practitioner’s responsibilities or the assurance
report (an other matter paragraph),
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and this is not prohibited by law or regulation, the practitioner shall do so in a paragraph in
the assurance report, with the-heading—Other-Matter,or-other-an appropriate heading-, that
clearly indicates the practitioner’s conclusion is not modified in respect of the matter. (Ref:
Para. A88-A89A106-A111)

Other Reporting Requirements

11477, The practitioner shall communicate appropriately to the entity the following matters that
come to the practitioner’s attention during the course of the engagement, and shall
determine whether there is a responsibility to report them to a party outside the entity:

(@) Deficiencies in internal control that, in the practitioner’s professional judgment, are
of sufficient importance to merit attention.

(b) Identified or suspected fraud.

(c) Matters involving non-compliance with laws and regulations, other than when the
matters are clearly inconsequential

*k*k

Application and Other Explanatory Material
Introduction
Key Performance Indicators Based on GHG Data (Ref: Para. 24(b))

Al.  Anexample of a key performance indicator based on GHG data is the weighted average of
emissions per kilometer of vehicles manufactured by an entity during a period, which is
required to be calculated and disclosed by law or regulation in some jurisdictions.

Limited Assurance Engagements (Ref: Para. 9, 39(c) and 44)

A2.  Because the desired level of assurance is lower for a limited assurance engagement, the
procedures for gathering sufficient appropriate evidence are deliberately limited relative to
a reasonable assurance engagement.*® For assurance engagements on a GHG statement, the
primary differences between the evidence-gathering procedures for a reasonable assurance
and a limited assurance engagement are:

(a)  The extent of further evidence-gathering procedures: The extent of further evidence-
gathering procedures performed in a limited assurance engagement is less than in a
reasonable assurance engagement. This involves reducing the number of items to be
examined, for example, reduced sample sizes. It may also involve performing fewer
procedures (for example, omitting a confirmation procedure that would be used in a
reasonable assurance engagement), or performing fewer elements of a selected
procedure (for example, using only one of the methods identified in paragraph 48
with respect to an estimate in circumstances when the practitioner would use more

8 International Framework for Assurance Engagements, paragraph 53, and ISAE 3000, paragraph 37.
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than one for a reasonable assurance engagement). The requirements of this ISAE that
differentiate between reasonable assurance and limited assurance engagements on the
basis of the extent of evidence-gathering procedures are paragraph 39(c), regarding
evidence-gathering procedures responsive to the assessed risks of material
misstatement at the assertion level, and paragraphs 49 and 50 regarding sampling.

The nature of analytical procedures: In a reasonable assurance engagement,

analytical procedures performed in response to assessed risks are ordinarily more
rigorous than in a limited assurance engagement because the level of assurance
sought by the practitioner is higher. In particular, they involve the development of
expectations of recorded quantities or ratios designed with sufficient precision to
identify material misstatements (see paragraph 44(c)), and the investigation of
differences involves obtaining evidence in addition to inquiring of the entity (see

paragraph 45).

While the practitioner is likely to consider similar types of relationships amongst

information in_a limited assurance engagement as in reasonable assurance
engagement, the practitioner will not necessarily develop expectations of recorded
guantities or ratios prior to doing so. Analytical procedures in a limited assurance
engagement are ordinarily designed to be more directional in nature rather than to
identify misstatements with the level of precision expected in a reasonable assurance
engagement. Further, when significant fluctuations or relationships that are
inconsistent with other relevant information are identified, appropriate evidence is
ordinarily obtained by making inquires of the entity and considering responses
received in the light of known engagement circumstances, rather than by obtaining
additional evidence.

In addition, when undertaking analytical procedures in a limited assurance

(©)

engagement the practitioner may, for example:

o Use data that is more highly aggregated, for example, data at a regional level

rather than at site level, or monthly data rather than weekly data. (See paragraph

44(a))

o Use data that has not been subjected to separate evidence-gathering procedures

to test its reliability to the same extent as it would be for a reasonable assurance
engagement. (See paragraph 44(b))

o Where an expectation of a recorded quantity or ratios is developed, determine a

higher difference from expected quantities and ratios that is acceptable without
further investigation. (See paragraph 44(c))

The emphasis placed on various procedures as a source of evidence may also differ

depending on the engagement circumstances. For example, the practitioner may
judge it to be appropriate in the circumstances of a particular limited assurance
engagement to place relatively greater emphasis on inquiries of the entity’s personnel,
analytical procedures, and the work of internal audit, and relatively less emphasis on
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tests of internal control and obtaining evidence from external sources than would be
the case for a reasonable assurance engagement.

Definitions
Seope-3-Emissions (Ref: Para. 1014(ed) and Appendix 1)

A3.

Scope 1 emissions may include stationary combustion (from fuel burned in the entity’s

Ad4.

stationary equipment, such as boilers, incinerators, engines, and flares), mobile combustion
(from fuel burned in the entity’s transport devices, such as trucks, trains, airplanes and
boats), process emissions (from physical or chemical processes, such as cement
manufacturing, petrochemical processing, and aluminum smelting), and fugitive emissions
(intentional and unintentional releases, such as equipment leaks from joints and seals and
emissions from wastewater treatment, pits, and cooling towers).

Almost all entities purchase energy in a form such as electricity, heat or steam; therefore

A2AS.

almost all entities have Scope 2 emissions. Scope 2 emissions are indirect because the
emissions associated with, for example, electricity that the entity purchases occur at the
power station, which is outside the entity’s organizational boundary.

Scope 3 emissions may include emissions associated with, for example: employee business
travel; outsourced activities; consumption of fossil fuel or electricity required to use the
entity’s products; extraction and production of materials purchased as inputs to the entity’s
processes; and transportation of purchased fuels. Scope 3 emissions are further discussed
further in paragraphs A29A30-A31A33.

Emissions Deductions (Ref: Para. 14(e) and Appendix 1)

AG6.

A common deduction in many jurisdictions is a purchased offset, i.e., where the entity has

AT.

paid another entity to:

(a) __Enable that other entity to lower that other entity’s emissions or increase that other
entity’s emissions reductions compared to a hypothetical baseline of what would have
been the case had that other entity not received money from selling offsets. That
money may be spent on emissions reduction projects such as replacing energy
generation using fossil fuels with renewable energy sources or implementing energy
efficiency measures, or it may be compensation for not undertaking an action that
would otherwise be undertaken, such as deforestation or forest degradation; or

(b) Remove emissions from the atmosphere, for example, by planting and maintaining
trees that would otherwise not have been planted or maintained.

Emissions deductions can also include jurisdiction-specific items, such as credits and

allowances for which there is not necessarily any established link between the quantity of
emissions allowed by the criteria to be deducted, and any lowering of emissions that may
occur as a result of the money paid or other action taken by the entity in order for it to
claim the emissions deduction.
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Removal (Ref: Para. 140(tn) and Appendix 1)

A3A8. Removal may be achieved by storing GHGs in geological sinks (for example, underground)
or biological sinks: (for example, trees). Removal of GHGs the entity would have otherwise
emitted to the atmosphere are ordinarily acesuntedforreported in the GHG statement on a
gross basis, i.e., both the source and the sink are disclosed in the GHG statement.

ISAE 3000 (Ref: Para. 151)

A4A9. ISAE 3000 includes a number of requirements that apply to all assurance engagements,
including engagements in accordance with this ISAE. In some cases, this ISAE may
include additional requirements or application material in relation to those topics.

Competency, Quality Control, and Ethical Requirements

Skills, Knowledge and Experience of GHG Quantification and Reporting (Ref: Para. 151)

A8A10. ISAE 3000 requires the engagement partner to have sufficient skills, knowledge and
experience with respect to the subject matter to accept responsibility for the assurance
conclusion.” In some cases, an assurance engagement on a GHG statement may be quite
straightforward. This may be the case for instance when a service entity has no Scope 1
emissions and is reporting only Scope 2 emissions using an emissions factor specified in
regulation, applied to electricity consumption at a single location. In this case, the
engagement may focus largely on the system used to record and process electricity
consumption figures identified on invoices, and arithmetical application of the specified
emissions factor. General GHG skills, knowledge or experience that may, nonetheless, be
relevant in such cases include:

General understanding of climate science, including the scientific processes that
relate GHGs to glebalwarmingclimate change.

Understanding who the intended users of the information in the entity’s GHG
statement are, and how they are likely to use that information- (see paragraph A48).

Understanding emissions trading schemes and related market mechanisms, when
relevant.

Knowledge of applicable laws and regulations, if any, that affect how the entity
should report its emissions, and may also, for example, impose a limit on the
entity’s emissions.

Knowledge of the applicable criteria, including, for example:
o Identifying appropriate emissions factors.

o Identifying those aspects of the criteria that call for significant or sensitive
estimates to be made, or for the application of considerable judgment.

7 ISAE 3000, paragraph xx.
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0 Methods used for determining the entities whose emissions are to be included
in the GHG statement.

o Which emissions deductions are permitted to be included in the entity’s GHG
statement.

Collective Competence and Capabilities (Ref: Para. 151)

ASALL. ISAE 3000 requires the practitioner to be satisfied that the engagement team and any
practitioner’s external experts collectively have appropriate competence and capabilities.
'8 When the engagement is not straightforward (see paragraph A108), it is likely to
require specialist skills, knowledge and experience in the quantification and reporting of
emissions. Particular areas of expertise that may be relevant in such cases include:

Information systems expertise

Understanding how emissions information is generated, including the assessment of
controls over how data is initiated, recorded, processed, corrected as necessary,
collated and reported in a GHG statement.

Scientific expertise

Mapping the flow of materials through a production process, and the accompanying
processes that create emissions, including identifying the relevant points at which
source data are gathered. This may be particularly important in considering whether
the entity’s identification of emissions sources is complete.

Analyzing chemical and physical relationships between inputs, processes and
outputs, and relationships between emissions and other variables. The capacity to
understand and analyze these relationships will often be important in designing

analytical procedures that are sufficiently robust to identify a material misstatement.
Identifying-the-cempenents-ofuncertainty-and the effect of uncertainty on the GHG

statement.

Experience with specific industries and related emissions creation and removal
processes. Procedures for Scope 1 emissions quantification vary greatly depending
on the industries and processes involved, for example, the nature of electrolytic
processes in aluminum production; combustion processes in the production of
electricity using fossil fuels; and chemical processes in cement production are all
different.

The operation of physical sensors and other quantification methods, and the
selection of appropriate emissions factors.

18

ISAE 3000, paragraph xx.
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Independence (Ref: Para. 151)

AI5A12.1ISAE 3000 requires the practitioner to comply with relevant ethical requirements, including
those pertaining to independence, relating to assurance engagements. *° The }FACIESBA
Code adopts a threats and safeguards approach to independence. Compliance with the
fundamental principles may potentially be threatened by a broad range of circumstances.
Many threats fall into the following categories:

Self-interest, for example, undue dependence on total fees from the entity.

Self-review, for example, performing another service for the entity that directly
affects the GHG statement, such as involvement in the quantification of the entity’s
emissions.

Advocacy, for example, acting as an advocate on behalf of the entity with respect to
the interpretation of the applicable criteria.

Familiarity, for example, a member of the engagement team having a long
association, or close or immediate family relationship, with an employee of the
entity who is in a position to exert direct and significant influence over the
preparation of the GHG statement.

Intimidation, for example, being pressured to reduce inappropriately the extent of work
performed in order to lower fees, or being threatened with withdrawal of the assuranece
prefessienal’s-practitioner’s registration by a registering authority that is associated with
the entity’s industry group.

AL6A13. Safeguards created by the profession, legistatienlaws or regulations, or safeguards in the
work environment, may eliminate or reduce such threats to an acceptable level.

Acceptance and Continuance

Scope of the GHG Statement and the Engagement (Ref: Para. 165(a))

A18A14. Examples of circumstances where the reasons for excluding known emissions sources
from the GHG statement, or excluding disclosed emissions sources from the
engagement, may not be reasonable in the circumstances include where:

The entity has significant Scope 1 emissions but only includes Scope 2 emissions
in the GHG statement.

The entity is a part of a larger legal entity that has significant emissions that are
not being reported on because of the way the organizational boundary has been
determined, and this is likely to mislead intended users.

The emissions that the practitioner is reporting on are only a small proportion of
the total emissions included in the GHG statement.

19

ISAE 3000, paragraph xx.
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Assessing the Appropriateness of the Subject Matter (Ref: Para. 11-15 and 4328(b)(i)c.)

AL9A15. ISAE 3000 requires the practitioner to assess the appropriateness of the subject matter.?
In the case of assurance-on-a GHG statement, the entity’s emissions (and removals and
emissions deductions if applicable) are the subject matter of the engagement. An
appropriate-That subject matter tswill be appropriate if, amongst other things, the
entity’s emissions are capable of consistent evaluation—or—measurement

againstquantification using suitable criteria.”-Quantification-isthe process-of attributing
a quantity of GHGs to a particular source or sink.

Al16. GHG sources may be quantified by:

(a) Direct measurement (or direct monitoring) of GHG concentration and flow rates
using continuous emissions monitoring or periodic sampling; or

(b) Measuring a surrogate activity, such as fuel consumption, and calculating emissions
using, for example, mass balance equations,? entity-specific emissions factors, or
average emissions factors for a region, source, seeterindustry or process.

Uncertainty

Al7. The GHG gquantification process is rarely 100% accurate due to:

(a) _Scientific uncertainty: This arises because of incomplete scientific knowledge. For
example, many factors associated with ‘global warming potential” values, which are
used to combine emissions of different gases and report them as carbon dioxide
equivalents, are subject to incomplete scientific knowledge. The degree to which

20 ISAE 3000, paragraph 18.
2L Assurance Framework, paragraph 34-38, and ISAE 3000, paragraph 19-21.

22 That is, equating the amount of a substance entering and exiting a defined boundary, for example, the amount of
carbon in a hydrocarbon based fuel entering a combustion device equals the amount of carbon exiting the device in
the form of carbon dioxide.
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scientific uncertainty affects the quantification of reported emissions is ordinarily
beyond the control of the entity; and

(b)  Estimation uncertainty: This results from the measurement and calculation processes
used to quantify emissions within the bounds of existing scientific knowledge.
Estimation uncertainty may relate to the data on which an estimate is based, or the
method, including where applicable the model, used in _making the estimate
(sometimes known as parameter and model uncertainty, respectively). The degree of
estimation uncertainty is often controllable by the entity. Reducing the degree of
estimation uncertainty ordinarily involves greater cost.

The fact that quantifying an entity’s emissions is subject to uncertainty does not ordinarily

Al9.

mean that an entity’s emissions are inappropriate as a subject matter. For example, the
applicable criteria may require Scope 2 emissions from electricity to be calculated by
applying a prescribed emissions factor to the number of kilowatt hours consumed. The
prescribed emissions factor will be based on assumptions and models that may not hold
true in all circumstances. However, as long as the assumptions and models are reasonable
in the circumstances and adequately disclosed, information in the GHG statement will
ordinarily be capable of being assured.

The situation in the previous paragraph can be contrasted with quantification in accordance

AZ20.

with criteria_that use models and assumptions based on an entity’s individual
circumstances. Using entity-specific models and assumptions will likely result in more
accurate quantification than using, for example, average emissions factors for an industry;
it will also likely introduce additional risks with respect to how the entity-specific models
and assumptions were arrived at. Again, as long as the assumptions and models are
reasonable in the circumstances and adequately disclosed, information in the GHG
statement will ordinarily be capable of being assured.

In some cases, however, the practitioner may decide that it is inappropriate to undertake an

A21.

assurance engagement if the impact of estimation uncertainty on information in the GHG
statement is very high. This may be the case when, for example, a significant proportion of
the entity’s reported emissions are from unmonitored fugitive sources and estimation
methods are not sufficiently sophisticated. It should be noted that decisions whether to
undertake an assurance engagement in such circumstances are not affected by the desired
level of assurance, i.e., if it is not appropriate for a reasonable assurance engagement, it is
also not appropriate for a limited assurance engagement, and vice versa.

Including in the explanatory notes to the GHG statement a discussion of the nature, causes

A22.

and effects of the uncertainties that affect the entity’s GHG statement- alerts intended users
to the uncertainties associated with the quantification of emissions. This is—-may be
particularly seimportant where the intended users did not determine the criteria to be used.
For example, a GHG statement may be available to a broad range of intended users even
though the criteria used were developed for a particular regulatory purpose.

Ran ale a AN N an N ne
g O " - >

explanatery-netes;Because uncertainty is a significant characteristic of the-subject-matter
thatall GHG statements, paragraph 43175(ke) requires it to be mentioned in the assurance
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report regardless of what, if any, disclosures are included in the explanatory notes to easure

readers-of that report-are-aware-of itthe GHG statement.?

Assessing the Suitability of the Criteria

Specifically Developed and Established Criteria (Ref: Para. 156(b){c))

A23.

A24.

A25.

A26.

Suitable criteria exhibit the following characteristics: relevance, completeness, reliability,
neutrality, and understandability. Criteria may be “specifically developed” or they may be
“established,” i.e., embodied in laws or regulations, or issued by authorized or recognized
bodies of experts that follow a transparent due process.? Ordinarily, established criteria are
suitable when they are relevant to the needs of the intended users, for example, criteria
established by a requlator can be presumed to be relevant when that regulator is the
intended user. Some established criteria may be developed for a special purpose and be
unsuitable for application in other circumstances. For example, criteria developed by a
requlator that include emissions factors for a particular region may render misleading
information if used for emissions in another region; or criteria that are designed to report
only on particular requlatory aspects of emissions may be unsuitable for reporting to
intended users other than the regulator that established the criteria.

Specifically developed criteria may be appropriate when, for example, the entity has very
specialized machinery or is aggregating emissions information from different jurisdictions
where the established criteria used in those jurisdictions differ. Special care may be
necessary when assessing the neutrality and other characteristics of specifically developed
criteria, particularly if they are not substantially based on established criteria generally used
in the entity’s industry or region, or are inconsistent with such criteria.

The applicable criteria may comprise established criteria supplemented by disclosures, in
the explanatory notes ofto the GHG statement, of specific boundaries, methods,
assumptions, emissions factors, etc. In some cases, established criteria may not be suitable,

It should be noted that the suitability of the applicable criteria is not affected by the desired

level of assurance, i.e., if they are not appropriate for a reasonable assurance engagement,
they are also not appropriate for a limited assurance engagement, and vice versa.

23

24

See also ISAE 3000, paragraph 49(e).
Assurance Framework, paragraphs 36-37.
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Organizations-erFacHitiesOperations Included in the Entity’s Organizational Boundary (Ref: Para.
156(eb)(i), E5(e)iv)a4328(b)(i), and 4934(e))

A27.

Determining which erganizations-orfacihitiesoperations to include in the entity’s GHG
statement is known as determining the entity’s organizational boundary. In some cases, the

applicable criteria may allow a choice between different methods for determining the
entity’s organizational boundary, for example, the criteria may allow a choice between an
approach that aligns the entity’s GHG statement with its financial statements, or another
approach that treats, for example, joint ventures or associates differently. Determining the
entity’s organizational boundary may require the analysis of complex organizational
structures such as joint ventures, partnerships, and trusts, and complex or unusual
contractual relationships. For example, a facility may be owned by one party, operated by
another, and process materials solely for another party.

Adequate Disclosures (Ref: Para. 16(b)(iv) and 73(c)(iv)),

A28.

Disclosure in the GHG statement of such matters as the following may be necessary,

particularly in voluntary reporting situations, for intended users to understand the significant
judgments made in preparing the GHG statement: FFHE-FOLLOWANG LIS HAS BEEN
MOVED FROM PARA 15(c)(iv)]

(@ Which erganizations-orfacititiesoperations are included in the entity’s organizational
boundary, and the method used for determining that boundary if the applicable criteria

allow a choice between different methods; (Ref:-Para—see paragraph A27)

(b) Significant quantification methods and reporting policies selected, including:

(i) The method used to determine which Scope 1 and Scope 2, emissions have been
included in the GHG statement; (RefPara—see paragraph A28A29)

(i)  PREMIOUSLY{d}}-Any significant interpretations made in applying the
applicable criteria in the entity’s circumstances, including data sources, and
when choices between different methods are allowed, or entity-specific methods
are used, disclosure of the method used and the rationale for doing so; and

(iii) How the entity determines whether previously reported emissions should be
restated.

(c) The categorization of emissions attributable to each material type of emission included
in the GHG statement;

(ed) A statement regarding the uncertainties relevant to the entity’s quantification of its
emissions, including: their causes; how they have been addressed; their effects on the
GHG statement; and, w\here the GHG statement includes Scope 3 emissions, an
explanation of: (Ref—Para—see paragraph A29A30-A31A33)

(i)  The nature of Scope 3 emissions, including that it is not practicable for an entity
to include all Scope 3 emissions in its GHG statement; and

(if)  The basis for selecting those Scope 3 emissions sources that have been included;
and
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(fe) Changes, if any, in the matters mentioned in this paragraph or in other matters that

A28A29.

A29A30.

A3l

A30A32.

A3LAS33.

materially affect the comparability of the GHG statement with a prior period(s) or base
year.

Scope 1 and Scope 2 Emissions (Ref:Para—15(c)}iv)b)

Criteria commonly call for all material Scope 1, Scope 2, or both Scope 1 and Scope 2
emissions, to be included in the GHG statement. Where some Scope 1 or Scope 2
emissions seurees-have been excluded, it is important that the explanatory notes to the
GHG statement disclose the basis for determining which seureesemissions are included
and which are excluded, particularly if the-seureesthose that are included are not likely
to be the largest-seurees for which the entity is responsible.

Scope 3 Emissions (Ref:-Para—15(e}{iv)e))

While some criteria require the reporting of specific Scope 3 emissions, more commonly
the inclusion of Scope 3 emissions is entireby-optional because it would be impracticable
for nearly any entity to attempt to guantify the full extent of it indirect emissions fer
nearly-any-entity-would-be-impessible-to-guantifir-as ithis includes all sources both up
and down the entity’s supply chain.- For some entities, reporting particular categories of
Scope 3 emissions provides important information for intended users, for example,
where an entity’s Scope 3 emissions are considerably larger than its Scope 1 and Scope
2 emissions, as may be the case with many service sector entities. In these cases, the
practitioner may consider it inappropriate to undertake an assurance engagement if
significant Scope 3 emissions are not included in the GHG statement.

Where some Scope 3 emissions sources have been included.in the GHG statement, it is
important that the basis for selecting which sources to include is reasonable, particularly
if those included are not likely to be the largest sources for which the entity is
responsible.

In some cases, the source data used to quantify Scope 3 emissions may be maintained by
the entity. For example, the entity may keep detailed records as the basis for quantifying
emissions associated with employee air travel. In some other cases, the source data used
to quantify Scope 3 emissions may be maintained in a well controlled and accessible
source outside the entity. Where this is not the case, however, it may be unlikely that the
practitioner will be able to obtain sufficient appropriate evidence with respect to such
Scope 3 emissions-seurees. In such cases, it may be appropriate to exclude those Scope
3 emissions sources from the engagement.

It may also be appropriate to exclude Scope 3 emissions seurees-from the engagement
where the quantification methods eemmenkhy-in use are imprecise-erheavily dependent
on estimation and lead to large—variationsa high degree of uncertainty in reported
emissions. For example, various quantification methods for estimating the emissions
associated with air travel are—commenly—in—use—and—can give widely varying
quantifications even when identical source data is used. If such Scope 3 emissions
sources are included in the engagement, it is important that the quantification methods
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used are selected objectively and that they are fully described along with the
uncertainties associated with them-their use.

Who Developed the Criteria (Ref: Para. 16(c)(i))

A34. When the GHG statement has been prepared for a regulatory disclosure regime or
emissions trading scheme where the applicable criteria and form of reporting are
prescribed, it will ordinarily be apparent from the engagement circumstances that it is
the requlator or body in charge of the scheme that developed the criteria. In voluntary
reporting situations, however, it may not be clear who developed the criteria unless it is
stated in the explanatory notes to the GHG statement.

The Entity’s Responsibility for the Preparation of the GHG Statement (Ref: Para. 16(c)(ii))

A35. As noted in paragraph A52, for some engagements concerns about the condition and
reliability of an entity’s records may cause the practitioner to conclude that it is unlikely
that sufficient appropriate evidence will be available to support an unmodified
conclusion on the GHG statement. This may occur when the entity has little experience
with the preparation of GHG statements. In such circumstances, it may be more
appropriate for the practitioner to undertake an agreed-upon procedures engagement in
preparation for an assurance engagement in a later period, or a consulting engagement to
assist the entity to develop suitable guantification and reporting methodologies.

Acceptance of a Change in the Terms of the Engagement (Ref: Para. 151)

A26A36. ISAE 3000 requires that the practitioner not agree to a change in the terms of the
engagement where there is no reasonable justification for doing so. A request to change
the scope of the engagement may not have a reasonable justification when, for example,
the request is made to exclude certain emissions sources from the scope of the
engagement because of the likelihood that the practitioner’s epinien-conclusion would |
be modified.

Fraud (Ref: Para. 30-18 and 4934(a))

A32A37. 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.

A33A38. Incentives for intentional misstatement of the GHG statement may arise if, for example, |
those who are directly involved with, or have the opportunity to influence, the emissions
reporting process have a significant portion of their compensation contingent upon
achieving aggressive GHG targets. As noted in paragraph A54A62, other incentives to |
either under or overstate emissions may result from the entity’s climate change strategy,
if any, and associated economic, regulatory, physical and reputational risks.

A34A39. Although fraud is a broad legal concept, for the purposes of this ISAE, the practitioner is |
concerned with fraud that causes a material misstatement in the GHG statement.
Although the practitioner may suspect or, in rare cases, identify the occurrence of fraud,
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the practitioner does not make legal determinations of whether fraud has actually
occurred.

A35A40. In responding to fraud or suspected fraud identified during the engagement, it may be
appropriate for the practitioner to, for example:

. Discuss the matter with the entity.

. Request the entity to consult with an appropriately qualified third party, such as
the entity’s legal counsel.

. Consider the implications of the matter in relation to other aspects of the
engagement, including the practitioner’s risk assessment and the reliability of
written representations from the entity.

. Obtain legal advice about the consequences of different courses of action.
. Communicate with third parties (e-gfor example, a regulator).
. Withhold the assurance report.

. Withdraw from the engagement.

Laws and Regulations (Ref: Para. 3119(b))

A36A41. The actions noted in paragraph A35-A40 may be appropriate in responding to non-
compliance or suspected non-compliance with laws and regulations identified during the
engagement. It may also be appropriate to describe the matter in an “other matter”
paragraph in the practitioner’s report in accordance with paragraph 416-76 of this ISAE,
unless the practitioner:

(@) Concludes that the non-compliance has a material effect on the GHG statement
and has not been adequately reflected in the GHG statement; or

(b) Is precluded by the entity from obtaining sufficient appropriate evidence to
evaluate whether non-compliance that may be material to the GHG statement has,
or is likely to have, occurred,

in which case paragraph 51 of ISAE 3000 applies.

Planning

Overall- Engagement-Strategy-(Ref: Para. 33-3420)

A37A42. When establishing the overall engagement strategy it may be relevant to consider the
emphasis given to different aspects of the design and implementation of the GHG
information system. For example, in some cases the entity may have been particularly
conscious of the need for adequate internal control to ensure the reliability of reported
information, while in other cases the entity may have focused more on accurately
determining the scientific, operational or technical characteristics of the information to
be gathered.

Agenda Item 5-C
Page 38 of 67



Draft ISAE 3410 “Assurance on a Greenhouse Gas Statement” — marked from Agenda Item 5-D

A38A43.

Ad4.

IAASB Main Agenda (June 2010)

Smaller engagements or more straightforward engagements (see paragraph A8A10),
may be conducted by a very small engagement team. With a smaller team, co-ordination
of, and communication between, team members are easier. Establishing the overall
engagement strategy for a smaller engagement, or for a more straightforward
engagement, need not be a complex or time-consuming exercise. For example, a brief
memorandum based on discussions with the entity, can serve as the documented
engagement strategy if it covers the matters noted in paragraph 3420.

[THIS IS ANEW PARA. THE UNDERLYING TEXT OF THE FOLLOWING PARA
ISH1SAA300-A3} The auditorpractitioner may decide to discuss elements of planning
with the entity’s management-to facilitate the conduct and management of the audit
engagement (for example, to coordinate some of the planned audit-evidence-gathering
procedures with the work of the entity’s personnel). Although these discussions often
occur, the overall audit-engagement strategy and the audi-engagement plan remain the
abditer’s-practitioner’s responsibility. When discussing matters included in the overall
abdit-engagement strategy or audit-engagement plan, care is required in order not to
compromise the effectiveness of the-audit engagement. For example, discussing the
nature and timing of detailed auditevidence-gathering procedures with managementthe
entity may compromise the effectiveness of the auditengagement by making the audit
evidence-gathering procedures too predictable.

Materiality in Planning and Performing the Engagement (Ref: Para. 3621-22)

Determining Materiality and Performance Materiality When Planning the Engagement

A39A45.

A40A46.

A4LIAALT.

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
econemierelevant 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 ordinarily considered.

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

The practitioner’s determination of materiality is a matter of professional judgment, and
is affected by the practitioner’s perception of the common information needs of intended
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users as a group. In this context, it is reasonable for the practitioner to assume that
intended users:

(@) Have a reasonable knowledge of GHG related activities, and a willingness to
study the information in the GHG statement with reasonable diligence;

(b) Understand that the GHG statement is prepared and assured to levels of
materiality, and have an understanding of any materiality concepts included in the
applicable criteria;

© 120 4 intics involved.int ification-of-cmissions:*_and

Understand that the quantification of emissions involves uncertainties; and (see
paragraphs A17-A22)

(d) Make reasonable economic-decisions on the basis of the information in the GHG
statement.

A48. Intended users and their information needs may include, for example:

) Management and those charged with governance of the entity who use
information about emissions for strategic and operational decisions, such as
choosing between alternative technologies and investment and divestment
decisions, perhaps in anticipation of a requlatory disclosure regime or entering an
emissions trading scheme.

° Regulators and policy makers in the case of a requlatory disclosure regime. Their
information needs may relate to monitoring compliance with the disclosure
regime, and a broad range of government policy decisions related to climate
change mitigation and adaptation, usually based on aggregated information.

) Market participants in the case of an emissions trading scheme, whose information
needs may relate to decisions to trade negotiable instruments (such as permits,
credits or allowances) created by the scheme, or impose fines or other penalties on
the basis of excess emissions.

) Investors and other stakeholders such as suppliers, customers, employees, and the
broader community in the case of voluntary disclosures. Their information needs
may relate to decisions to buy or sell equity in the entity; lend to, trade with, or be
employed by the entity; or make representations to the entity or others, for
example, politicians.

The practitioner may not be able to identify all those who will read the assurance
report, particularly where there is a large number of people who have access to it.
In such cases, particularly where possible readers are likely to have a broad range
of interests with respect to emissions, intended users may be limited to major
stakeholders with significant and common interests. Intended users may be

|254,eepapagmph&Azo—Azzenhis4§Aa

Agenda Item 5-C
Page 40 of 67



Draft ISAE 3410 “Assurance on a Greenhouse Gas Statement” — marked from Agenda Item 5-D

A42A49.

A43A50.

IAASB Main Agenda (June 2010)

identified in different ways, for example, by agreement between the practitioner
and the responsible party or engaging party, or by law.

Judgments about materiality are made in light of surrounding circumstances, and are
affected by both quantitative and qualitative factors. It should be noted, however, that
decisions regarding materiality are not affected by the desired level of assurance, i.e.,

materiality for a reasonable assurance engagement is the same as for a limited assurance

engagement.

A percentage is often applied to a chosen benchmark as a starting point in determining
materiality-for-the- GHG-statement.. Factors that may affect the identification of an
appropriate benchmark include:

The elements included in the GHG statement (for example, Scope 1, Scope 2 and
Scope 3 emissions, emissions deductions, and removals). [FHE-FOLLOWANG
FEXTFWASPARAA44LA benchmark that may be appropriate, depending on the
circumstances-of-the-entity, is gross reported emissions, i.e., the aggregate of
reported Scope 1, Scope 2 and Scope 3 emissions before subtracting any

emissions deductions or removalstetal-emissionsbeforeremovals—H-any,—and
emissions-deductions-H-any. Materiality relates to the emissions covered by the
engagementon—which—the—practitioner—is—reporting. Therefore, when the

engagement does not cover the entire GHG statement, materiality is set in relation
to only that portion of the GHG statement that is covered by the engagement as if
it were the GHG statement.

The quantity of GHGsto-be-disclosed-for-a particular type of emission and-how
that type relates in quantitative terms to the entity’s total reported emissions.or the
nature of a particular disclosure. In some cases, there are particular types of
emissions _or_disclosures for which misstatements of lesser amounts than
materiality for the GHG statement in its entirety is appropriate. For example, the
practitioner may consider it appropriate to set a lower materiality for emissions
from a particular jurisdiction, or for a particular gas or particular facility.

How the GHG statement presents relevant information, for example, whether it
includes a comparisons of emissions with a prior period(s),-er base year, or a
guantification—ofuhcertatnties‘cap’, in which case determining materiality in
relation to the comparative information may be a relevant consideration. Where a
‘cap’ is relevant, materiality is ordinarily set in relation to the cap if it is lower
than reported emissions.

The relative volatility of the benchmark. For example, if emissions vary
significantly from period to period, it may be appropriate to set materiality relative
to the lower end of the fluctuation range even if the current period is higher.

FHISTFEXTWASPREVAIOUSLEY-PARA-A46}-The requirements of the

applicable criteria. In some cases, the applicable criteria may set a threshold for
accuracy and may refer to this as materiality. For example, the criteria may state
an expectation that emissions are measured with a 5% “materiality threshold.”
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Where this is the case, the threshold set by the criteria provides a frame of
reference to the practitioner in determining materiality for the engagement.

Add—JTEXTMOVED TOFIRST DOT POINTABOVE]
A45A50. Qualitative factors may include:

The sources of emissions.

The types of gases involved.

| - iotod il i cation

The context in which the information in the GHG statement will be used (for
example, whether the information is for use in an emissions trading scheme, is for
submission to a regulator, or is for inclusion in a widely distributed sustainability
report); and the types of decisions that intended users are likely to make.

Whether there are one or more types of emissions or disclosures on which the
attention of the intended users tends to be focused, for example, gases that, as well
as contributing to climate change, are ozone depleting.

The nature of the entity, its climate change strategies and progress toward related

objectives—erd—ho—ndaslp e ond oeopernie cooipoppenl bsendel e enlig
operates.

The industry and the economic and requlatory environment in which the entity
operates.

e T

Revision as the Engagement Progresses (Ref: Para. 3823)

A47A51 If during the engagement the practitioner concludes that a lower materiality for the GHG
statement (and, if applicable, materiality level or levels for particular types of emissions
or disclosures) than that initially determined is appropriate, it may be necessary to revise
performance materiality, and the nature, timing and extent of the further evidence-
gathering assuranee-procedures.

Identifying and Assessing the Risks of Material Misstatement through Understanding the
Entity and Its Environment

Risks of material misstatement at the GHG statement level (Ref: Para. 24 and 32(a))

ARE NEW PARAS]

Risks of material misstatement at the financial-GHG statement level refer to risks that
relate pervasively to the finaneial-GHG statements as a whole and potentially affect
many assertions. Risks of this nature are not necessarily risks identifiable with specific
assertions at the class of type of emission transactions,-acceunt-balanee-or disclosure
level. Rather, they represent circumstances that may increase the risks of material
misstatement at the assertion level, for example, through management override of

A52.
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internal control. Finaneial GHG statement level risks may be especially relevant to the
abditer’s-practitioner’s consideration of the risks of material misstatement arising from
fraud.

Risks at the financial- GHG statement level may derive in particular from a deficient

control environment-(altheugh-theserisks—may-also-relate-to-otherfactors,—such-as
dechlining-economic-conditions). For example, deficiencies such as management’s lack

of competence may have a more pervasive effect on the firancial GHG statements and
may require an overall response by the-auditer practitioner. Other risks of material
misstatement at the GHG statement may include, for example:

o Inadequate, poorly controlled or poorly documented mechanisms for collecting
data, quantifying emissions and preparing GHG statements.

o Lack of staff competence in collecting data, quantifying emissions and preparing
GHG statements.

o Lack of management involvement in quantifying emissions and preparing GHG
statements.

o Failure to identify accurately all sources of GHGs.

o Risk of fraud, for example, in connection with emissions trading markets.

o Presenting information covering prior periods that is not prepared on a consistent
basis, for example, because of changed boundaries or changes in measurement
methodologies.

o Misleading presentation of information in the GHG statement, for example,
unduly highlighting particularly favorable data or trends.

o Inconsistent quantification methods and reporting policies, including different
methods for determining the organizational boundary, at different components.

o Errors in unit conversion when consolidating information from components.

o Inadequate disclosure of scientific uncertainties and key assumptions in relation to
estimates.

The auditor’s-practitioner’s understanding of internal control may raise doubts about the
whether sufficient appropriate evidence is available for the practitioner to complete the
engagementauditabitity-efan-entity s financial-statements. For example: (see paragraphs
AB63-A64, A69-A70, and A73 also)
Concerns about the integrity of those preparing the GHG statement the-entity’s
management-may be so serious as to cause the auditerpractitioner to conclude that
the risk of management misrepresentation in the firancial-GHG statements is such
that an audit-engagement cannot be conducted.
Concerns about the condition and reliability of an entity’s records may cause the
auditer-practitioner to conclude that it is unlikely that sufficient appropriate audit
evidence will be available to support an unmodified epinion—-conclusion on the
firanetal GHG statements.
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The Use of Assertions (Ref: Para. 24 and 4732(b))

A48A55.

A49A56.

In representing that the GHG statement is in accordance with the applicable criteria, the
entity implicitly or explicitly makes assertions regarding the quantification, presentation
and disclosure of emissions.

Assertions used by the practitioner to consider the different types of potential
misstatements that may occur fall into the following categories and may take the
following forms:

(@)

(b)

Assertions about the quantification of emissions for the period subject to

assurance:

(i)  Occurrence—emissions that have been recorded have occurred and pertain
to the entity.

(i) Completeness—all emissions that should have been recorded have been
recorded.?

(iii)  Accuracy—the quantification of emissions has been recorded appropriately.

(iv) Cutoff—emissions have been recorded in the correct reporting period.

(v) Classification—emissions have been recorded as the proper type.

Assertions about presentation and disclosure:

(i)  Occurrence and responsibility—disclosed emissions and other matters have
occurred and pertain to the entity.

(i) Completeness—all disclosures that should have been included in the GHG
statement have been included.

(iii) Classification and understandability—emissions information s
appropriately presented and described, and disclosures are clearly expressed.

(iv) Accuracy and quantification—emissions quantification and other
information included in the GHG statement are appropriately disclosed.

(v) Consistency-and-comparabiity—quantification policies are consistent with

those applied in the prior period, or changes are justified and have been

properly applied and adequately disclosed; and comparative information, if

ABOAS57. The practitioner may use the assertions as described above or may express them
differently provided all aspects described above have been covered.

26

See paragraphs A28-A31 of this ISAE for a discussion of completeness with respect to various Scopes.
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Analvtical Procedures performed as risk assessment procedures (Ref: Para. 25(b))

NEW PARAS]

AB58. Analytical procedures performed as risk assessment procedures may identify aspects of
the entity of which the auditer-practitioner was unaware and may assist in assessing the
risks of material misstatement in order to provide a basis for designing and
implementing responses to the assessed risks. Analytical procedures performed as risk
assessment procedures may include-beth-financial-and-non-financiakinformation, for
example, comparlnq GHG emissions from various sites with productlon flqures for
those sites. '

of goods sold.

A59. Analytical procedures may help identify the existence of unusual transactions-erevents,
and amounts, ratios, and trends that might indicate matters that have auditimplications
for the engagement. Unusual or unexpected relationships that are identified may assist

the auditerpractitioner in identifying risks of material misstatement;-especiathyrisks-of
s e el ce Lo e

A60. However, when such analytical procedures use data aggregated at a high level (which
may be the situation with analytical procedures performed as risk assessment
procedures), the results of those analytical procedures only provide a broad initial
indication about whether a material misstatement may exist. Accordingly, in such cases,
consideration of other information that has been gathered when identifying the risks of
material misstatement together with the results of such analytical procedures may assist
the auditer-practitioner in understanding and evaluating the results of the analytical
procedures.

Other Engagements Performed for the Entity (Ref: Para. 4126)

AB1AG61. Information obtained from other engagements performed for the entity may relate to, for
example, aspects of the entity’s control environment and risk assessment procedures.

Agenda Item 5-C
Page 45 of 67




Draft ISAE 3410 “Assurance on a Greenhouse Gas Statement” — marked from Agenda Item 5-D
IAASB Main Agenda (June 2010)

Objectives and Strategies (Ref: Para. 43(d28(e))

AB4A62. Consideration of the entity’s climate change strategy, if any, and associated economic,
regulatory, physical and reputational risks, may assist the practitioner to identify risks of
material misstatement-n-the-GHG-statement.. For example, if the entity has made
commitments to become carbon neutral, this may provide an incentive to understate
emissions so the target will appear to be achieved within a declared timeframe.
Conversely, if the entity is expecting to be subject to a regulated emissions trading
scheme in the future, this may provide an incentive to overstate emissions in the
meantime to increase the opportunity for it to receive a larger permit quota at the outset
of the scheme.

Control Activities Relevant to the Engagement (Ref: Para. 4631(c) and (d))

AB5A63. The practitioner’s judgment about whether particular control activities are relevant to
the engagement may be affected by the level of sophistication, documentation and
formality of the entity’s information system, including the related business processes,
relevant to reporting emissions. As reporting of emissions evolves, it can be expected
that so too will the level of sophistication, documentation and formality of information
systems and related control activities relevant to the quantification and reporting of
emissions. H

Ab4. In the case of very small entities or immature information systems, particular control
activities are likely to be more rudimentary, less well documented, and may only exist
informally. When this is the case, it is less likely the practitioner will judge it necessary
to understand particular control activities in order to assess the risks of material
misstatement at the assertion level and design further evidence-gathering assuranee
procedures responsive to assessed risks. In some regulated schemes, on the other hand,
the information system and control activities may be required to be formally
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documented and their design approved by the regulator. Even in some of these cases,
however, not all relevant data flows and associated controls may be documented. For
example, it may be more likely that control activities with respect to source data
collection from continuous monitoring are sophisticated, well documented, and more
formal than control activities with respect to subsequent data processing and reporting.
(See paragraphs A54, A69-A70 and A73 also)

Causes of Risks of Material Misstatement (Ref: Para. 4934)

AB6A65. Examples of factors referred to in paragraph 49-34 include:

(a)

(b)

(©)

(d)

Omission of one or more emissions sources is more likely for sources that are less
obvious;—which_and may be overlooked, such as GHGleakages—{fugitive
emissionsy..

Significant economic— __ or regulatory eor—ether—reguirements—and
developmentschanges may include, for example, increases in renewable energy

targets or significant price changes for permits under an emissions trading scheme,
which may lead to, for example, increased risk of misclassification of sources at
an electricity generator.

The nature of the entity’s operations may be complex (for example, it may involve
multiple and disparate sites and processes), is-discontinuous (for example, peak
load electricity generation), or result in few or weak relationships between the
entity’s emissions and other measurable activity levels (for example, a cobalt
nickel plant). In such cases, the opportunity for meaningful analytical procedures
may be significantly reduced.

Changes in operations or boundaries, for example, introduction of new processes,
or the sale, acquisitions or outsourcing of emissions sources or removal sinks may
also introduce risks of material misstatement, for example, through unfamiliarity
with quantification or reporting procedures. Also double counting of an emissions
source or removals sink may occur due to inadequate coordination in the
identification of sources and sinks at a complex installation.

Selection of an inappropriate quantification method, for example, calculating
emissions using an emissions factor when using a more accurate direct
measurement method is available and would be more appropriate. Selecting an
appropriate quantification method is particularly important when the method has
been changed. This is because intended users mayare often be-interested in
emissions trends over time, or relative to a base year. Some criteria may require
that quantification methods are only changed when a more accurate method is to
be used. Other factors related to the nature of quantification methods include:

. Incorrect application of a quantification method, such as not calibrating
meters or not reading them sufficiently frequently, or use of an emissions
factor that is inappropriate in the circumstances. For example, an emissions
factor may be predicated on an assumption of continuous use and ismay not
be appropriate to use after a shut down.
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. Complexity in quantification methods, which will likely involve higher risk,
for example, extensive or complex mathematical manipulation of source
data, such as the need to use complex mathematical models, or extensive use
of state conversion factors, such as those to convert measures of liquid to
measures of gas, or unit conversion factors, such as those to convert
imperial measures to metric measures.

. Changes in quantification methods or input variables, for example, if the
quantification method used is based on the carbon content of biomass, and
the composition of the biomass used changes during the period.

(e) Significant non-routine emissions or judgmental matters are a source of greater risk
relative to routine, non-complex emissions that are subject to systematic
quantification and reporting. Non-routine emissions are those that are unusual, in size
or nature, and that therefore occur infrequently, for example one-off events such as a
plant malfunction or major leak. Judgmental matters may include the development of
subjective estimates. Risks of material misstatement may be greater because of
matters such as:

. Greater management intervention to specify the quantification methods or
reporting treatment.

. Greater manual intervention for data collection and processing.
. Complex calculations or quantification methods and reporting principles.

. The nature of non-routine emissions, which may make it difficult for the
entity to implement effective controls over the risks.

. Quantification methods and reporting principles for estimates may be
subject to differing interpretation.

. Required judgments may be subjective or complex.

() The inclusion of Scope 3 emissions where the source data used in quantification
are not maintained by the entity, or where quantification methods commonly in
use are imprecise or lead to large variations in reported emissions.?

()  [FHIS IS A NEW PARA.THE UNDERLYING TEXT IS ISA-540.A38]

Matters that the auditer—practitioner may consider in obtaining an

understanding of whether and, if so, how management-the entity has assessed the
effect of estimation uncertainty include, for example:

. Whether and, if so, how management-the entity has considered alternative
assumptions or outcomes by, for example, performing a sensitivity analysis
to determine the effect of changes in the assumptions on an accounting

estimate;;

%8 See paragraphs A29-A31 of this ISAE.
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. How management-the entity determines the aceounting—estimate when
analysis indicates a number of outcome scenarios.

. Whether management-the entity monitors the outcome of acceunting
estimates made in the prior period, and whether management—it has

appropriately responded to the outcome of that monitoring procedure.

A57A66. Examples of other factors that may lead to risks of material misstatement include:

Human error in the quantification of emissions, which may be more likely to
occur if personnel are unfamiliar with, or not well trained regarding, emissions
processes or data recording.

Undue reliance on a poorly designed information system, which may have few
effective controls, for example, the use of spreadsheets without adequate controls.

Manual adjustment of otherwise automatically recorded activity levels, for
example, manual input may be required if a flare meter becomes overloaded.

Significant external developments such as heightened public scrutiny of a

particular facility.

Risks for Which Tests of Controls are Necessary to Substantive-Procedures-Alone-Do-Not
Provide Sufficient Appropriate Evidence (Ref: Para. 5035 and 40(b))

AB8A67. The quantification of emissions may include processes that are highly automated with
little or no manual intervention. For example, where relevant information is recorded,
processed, or reported only in electronic form such as in a continuous monitoring
system, or when the processing of activity data is integrated with an IT-based financial
reporting information system. In such cases:

Engagement-evidenceEvidence may be available only in electronic form, and its
sufficiency and appropriateness dependant on the effectiveness of controls over its

accuracy and completeness.

The potential for improper initiation or alteration of information to occur and not
be detected may be greater if appropriate controls are not operating effectively.

Responses to Assessed Risks

Overall Responses (Ref: Para. 37)

ARE NEW PARAS]

AGS8.

Overall responses to address the assessed risks of material misstatement at the financial

GHG statement level may include:

Emphasizing to the audit—team—assurance personnel the need to maintain
professional skepticism.

Assigning more experienced staff or those with special skills or using experts.
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. Providing more supervision.

. Incorporating additional elements of unpredictability in the selection of further
abditevidence-gathering procedures to be performed.

. Making general changes to the nature, timing, or extent of evidence-gathering
abdit-procedures, for example: performing substantive-procedures at the period
end instead of at an interim date; or modifying the nature of audit-procedures to
obtain more persuasive audit-evidence.

ABY. The assessment of the risks of material misstatement at the firancial- GHG statement
level, and thereby the auditor’s—practitioner’s overall responses, is affected by the
auditer’s-practitioner’s understanding of the control environment. An effective control
environment may allow the auditorpractitioner to have more confidence in internal
control and the reliability of audit-evidence generated internally within the entity and
thus, for example, allow the audier—practitioner to conduct some audit—evidence-
gathering procedures at an interim date rather than at the period end. Deficiencies in the
control environment, however, have the opposite effect; for example, the auditor
practitioner may respond to an ineffective control environment by:

. Conducting more auditevidence-gathering procedures as of the period end rather
than at an interim date.

. Obtaining more extensive audit-evidence from substantive-evidence-gathering
procedures other than tests of control.

. Increasing sample sizes and the extent of procedures, such as the number of site

visils deesienetobolnelinod e pnel oo

AT70. Such considerations, therefore, have a significant bearing on the auditer’s-practitioner’s

general approach, for example, an-the relative emphasis on substantiveprocedures

{substantive-approach)—oran-approach-thatuses-tests of controls versus as-weH-as
substantive-other evidence-gathering procedures{cembined-approach). (See paragraphs

A54, A63-A64, and A73 also)

Site Visits (Ref: Para. 5338)

AB9A71. Where the GHG statement includes emissions from different processes, or processes
using different technologies, it may be appropriate to perform further evidence-
gathering assuranee-procedures at a selection of facilities relevant to each process or
technology, considering such things as the number of facilities, the size of each facility
and its contribution to overall emissions, the methods used at each facility to gather
emissions information, and the experience of relevant staff at each facility. For facilities
that are not visited, sources such as energy flow and material flow diagrams may be
reviewed.
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Factors that May Influence Assessed Risks of Material Misstatement trherent-and-Control Risks

(Ref: Para. 5439(a) and 40(a))
Factors that may influence inherent—and-—centrel-the assessed risks of material

ABOAT2.

misstatement include:

The nature and frequency of instrument calibration.

The number, nature, geographical spread, and ownership characteristics of
facilities from which data is collected.

The number and nature of the various gases and emissions sources included in the
GHG statement.

Whether processes to which emissions relate are continuous or intermittent, and
the risk of disruption to such processes.

The complexity of methods for activity measurement and for calculating
emissions, for example, some processes require unique measurement and
calculation methods.

The risk of unidentified fugitive emissions.

The extent to which the quantity of emissions correlates with readily available
input data.

Whether personnel who perform data collection are trained in relevant methods,
and the frequency of turnover of such personnel.

The nature and level of automation used in data and manipulation.

I ¢ T libration.

The quality control policies and procedures implemented at testing laboratories,
whether internal or external.

The complexity of criteria and of quantification and reporting policies, including
how the organizational boundary is determined.

Operating Effectiveness of Controls (Ref: Para. 39(a) and 40a))

PARA]

AT3.

In the case of very small entities or immature information systems, there may not be
many control activities that could be identified by the-auditer practitioner, or the extent
to which their existence or operation have been documented by the entity may be
limited. In such cases, it may be more efficient for the auditer-practitioner to perform
further audit—evidence-gathering procedures that are primarily other than tests of
controlsubstantive-procedures. In some rare cases, however, the absence of control
activities or of other components of control may make it impossible to obtain sufficient
appropriate audit-evidence. (See paragraph A54, A63-A64, and A69-A70 also)
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Persuasiveness of Evidence (Ref: Para. 39(b))

PARA]

A74. When-To obtainirg more persuasive audit-evidence because of a higher assessment of
risk, the auditer—practitioner may increase the quantity of the evidence, or obtain
evidence that is more relevant or reliable, for example, by placing more emphasis on
obtaining third party evidence or by obtaining corroborating evidence from a number of
independent sources.

SubstantiveOther Evidence-gathering Procedures (Ref: Para. 5742)

ABLAT75. In addition to confirmation and analytical procedures, and substantive—procedures
related to the GHG statement aggregation process (see paragraphs A62A76-A66A81),
substantiveother evidence-gathering procedures may include, for example:

o Agreeing emissions factors to appropriate sources, for example, government
publications, and considering their applicability in the circumstances.

. Reviewing joint venture agreements and other contracts relevant to determining
the entity’s organizational boundary.

. Reconciling recorded data to, for example, odometers on vehicles owned by the
entity.

. Reperforming calculations, for example, mass balance and energy balance
calculations, and reconciling differences noted.

. Taking readings from continuous monitoring equipment.

) G"ele.k"'g.l.e'."Ssl'e“s. factors—to .ab'“'e”tat"’e souFGes—and—considering—thei

. Observing or reperforming physical measurements, such as dipping oil tanks.

. Analyzing the soundness and appropriateness of unique measurement or
quantification techniques, particularly complex methods that may involve, for
example, recycle or feedback loops.

. Sampling and independently analyzing the characteristics of materials such as
coal, or observing the entity’s sampling techniques and reviewing laboratory test
results.

. Checking the accuracy of calculations and the suitability of calculation methods
used, e-g-for example, the conversion and aggregation of input measurements.

. Agreeing recorded data back to source documents, such as production records,
fuel usage records, and invoices for purchased energy.
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Confirmation Procedures (Ref: Para. 5843)

ABZAT6.

Situations where external confirmation procedures may provide relevant engagement
evidence include:

. Activity data collected by a third party, such as a travel agent that collates data on
employee air travel, a supplier that meters the inflow of energy to a facility, or an
external fleet manager records kilometers travelled by entity-owned vehicles.

. The accuracy of industry benchmark data used in calculating emissions factors.

. The terms of agreements, contracts, or transactions between the entity and other
parties, or whether other parties are, or are not, including particular emissions in
their GHG statement, when considering the entity’s organizational boundary.

. Results of laboratory analysis of, for example, the calorific value of input samples.

Substantive-Analytical Procedures Performed in Response to Assessed Risks (Ref: Para. 6044)

AB3ATT.

AB4ATS.

ABSATI.

A80.

In many cases, the fixed nature of physical or chemical relationships between
particular emissions and other measurable phenomena allows for the design of powerful
analytical procedures, both as risk assessment and substantiveother evidence-gathering
procedures, for example, the relationship between fuel consumption and carbon dioxide
and nitrous oxide emissions.

Similarly, a reasonably predictable relationship may exist between emissions and
financial or operational information, for example, the relationship between Scope 2
emissions from electricity and the general ledger balance for electricity purchases or
hours of operation. Other analytical procedures may involve comparisons of
information about the entity’s emissions with external data such as industry averages; or
the analysis of trends during the period to identify anomalies for further investigation,
and trends across periods for consistency with other circumstances such as the
acquisition or disposal of sites.

Aanalytical procedures may be particularly effective when disaggregated data is readily
available, or when the practitioner has reason to consider the data to be used is reliable,
such as when it is extracted from a well controlled source. In some cases, data to be used
may be captured by the financial reporting information system, or may be entered in
another information system in parallel with the entry of related financial data, and some
common input controls applied. For example, the quantity of fuel purchased as recorded
on suppliers’ invoices may be input under the same conditions that relevant invoices are
entered into an accounts payable system. In some cases, data to be used may be an
integral input to operational decisions and therefore subject to increased scrutiny by
operational personnel, or subject to separate external audit procedures, for example, as
part of a joint venture agreement or oversight by a regulator.

As described at paragraph A2(b), analytical procedures performed in a limited assurance

engagement are ordinarily less rigorous than in a reasonable assurance engagement.
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Substantive-Evidence-gathering Procedures Related to the GHG Statement Aggregation Process
(Ref: Para. 4661)

AB6A81. Asnoted in paragraph A6355, as reporting of emissions evolves, it can be expected that so
too will the level of sophistication, documentation and formality of information systems
relevant to the quantification and reporting of emissions. In immature information systems,
the aggregation process may be very informal. In more sophisticated systems the
aggregation process may be more systematic and formally documented. The nature, and
also the extent, of the practitioner’s examination of adjustments and the manner in which the
practitioner 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.

Assuranee-Evidence-gathering Procedures Regarding Estimates (Ref: Para. 4863)

AB7A82. In some cases it may be appropriate for the practitioner to evaluate, in addition to other
substantiveevidence-gathering procedures for a particular type of emission or disclosure,
how the entity has considered alternative assumptions or outcomes, and why it has rejected
them.

Evaluation of Misstatements Identified during the Engagement
Accumulation of Identified Misstatements (Ref: Para. 5174)

A72A83. The practitioner may designate an amount below which misstatements would be clearly
trivial and would not need to be accumulated because the practitioner 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, 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.

Using the Work of Component Practitioners

Planning to Use the Work of a Component Practitioner (Ref: Para. 581)

A73A84. Components may comprise, for example, a factory or other form of facility at a remoter
location; a subsidiary, division or branch in a foreign jurisdiction; or a joint venture or
associate. Relevant considerations when the engagement team plans to request a
component practitioner to perform work on the information of a component may include

. Whether the component practitioner understands and complies with the ethical
requirements that are relevant to the engagement and, in particular, is independent.

. The component practitioner’s professional competence.

. The extent of the engagement team’s involvement in the work of the component
practitioner.
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Whether the component practitioner operates in a regulatory environment that
actively oversees practitioner.

Communication to Component Practitioners (Ref: Para. 581(a))

A74A85. Relevant matters to communicate with component practitioners about the work to be
performed, the use to be made of that work, and the form and content of the component
practitioner’s communication with the engagement team may include:

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

Performance materiality for the component (and, if applicable, the materiality level or
levels for particular types of emissions or disclosures) and the threshold above which
misstatements cannot be regarded as clearly trivial to the GHG statement.

Identified risks of material misstatement of the GHG statement that are relevant to
the work of the component practitioner; and a request that the component
practitioner communicate on a timely basis any other identified risks in the
component that may be material to the GHG statement, and the component
practitioner’s responses to such risks.

Communication from Component Practitioners (Ref: Para. 581(a))

A75A86.

Relevant matters that the engagement team may request the component practitioner to
communicate include:

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

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

Information on instances of non-compliance with laws or regulations that could give
rise to a material misstatement of the GHG statement.

A list of uncorrected misstatements of the component information that are not clearly
trivial.

Indicators of possible 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 practitioner has communicated or
expects to communicate to the component, including fraud or suspected fraud.

Any other matters that may be relevant to the GHG statement, or that the component
practitioner wishes to draw to the attention of the engagement team, including
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exceptions noted in any written representations that the component practitioner
requested from the component.

. The component practitioner’s overall findings, conclusions or opinion.

Evidence (Ref: Para. 581(b))

A76A87. Relevant considerations when obtaining sufficient appropriate evidence regarding
components and the process for including related information in the GHG statement may
include:

. Discussions with the component practitioner, or the component itself, regarding those
of the component’s business activities that are significant to the GHG statement.

. Discussions with the component practitioner regarding the susceptibility of the
component to material misstatement of the GHG statement.

. Reviewing the component practitioner’s documentation of identified risks of
material misstatement, responses to those risks, and conclusions. Such
documentation may take the form of a memorandum that reflects the component
practitioner’s conclusion with regard to the identified risks.

Using the Work of Internal Audit (Ref: Para. 5982)

A77A88. Theentity’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 GHG
reporting, and the practitioner expects to use the work of the internal auditors to modify the
nature or timing, or reduce the extent, of evidence-gathering assuranee-procedures to be
performed.

Subsequent Events (Ref: Para. 62)

A89. Subsequent events may include, for example, the publication of revised emissions
factors by a body such as a government agency, changes to relevant legislation or
requlations, improved scientific knowledge, significant structural changes in the entity,
the availability of more accurate quantification methods, or the discovery of a
significant error.

Comparative Information (Ref: Para. 63-64)

A90. The GHG guantities reported in a prior period may need to be restated in accordance with
the applicable criteria because of, for example, improved scientific knowledge, significant
structural changes in the entity, the availability of more accurate quantification methods, the
revision of an estimate, or the discovery of a significant error.

Agenda Item 5-C
Page 56 of 67



Draft ISAE 3410 “Assurance on a Greenhouse Gas Statement” — marked from Agenda Item 5-D

IAASB Main Agenda (June 2010)

Other Information (Ref: Para. 151)

ASOA9].

AS1A92.

ISAE 3000 requires the practitioner to read other information included in documents
containing the subject matter information and the assurance report thereon.?® A GHG
statement may be published as a stand--alone document, or with other information, for
example, it may be included as part of an entity’s annual report or sustainability report,
or included with information such as:

. A strategic analysis, including:
o  Astatement of the entity’s position on climate change.

o An explanation of significant actions the entity is taking to maximize
opportunities and minimize risks associated with climate change.

o  Emissions reduction targets and an analysis of performance against those
targets.

o A description of the entity’s assessment of future movements in direct and
indirect emissions for timescales over which the entity typically plans its
strategies and assesses risks and opportunities, including detailed information
on trends and factors likely to affect the assessment; and

o  Adescription of corporate governance actions taken to address climate change.

. Regulatory risks from climate change, including an analysis of the material legal
and financial effects that current and prospective climate change-related regulation
may have on the entity’s business and operations.

. Physical risks from climate change, including a qualitative overview of the
entity’s current and potential material exposure to direct and indirect physical risks
due to climate change.

In some cases, the entity may publish emissions information that is calculated on a
different basis from that used in preparing the GHG statement. For example, the other
information may be prepared on a “like-for-like” basis whereby emissions are
recalculated to omit the effect of non-recurring events, such as the commissioning of
new plant or the closing down of a facility. The practitioner may seek to have such
information removed if the methods used to prepare it would be disallowed by the
criteria used to prepare the GHG statement. The practitioner may also seek to have
removed any narrative information that is inconsistent with the quantitative data
included in the GHG statement or cannot be substantiated (for example, projections or
claims about future action).

29

ISAE 3000, paragraph xx.
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Documentation

Documentation of the Assurance-Evidence-gathering Procedures Performed and Ergagement
Evidence Obtained (Ref: Para. 1165-66)

A83A93. ISAE 3000 requires the practitioner to prepare engagement documentation on a timely
basis.*® The following may be appropriate to include in the engagement documentation:
Fraud
. The identified and assessed risks of material misstatement due to fraud.

. 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 evidence-
gathering assurance-procedures, and the linkage of those procedures with the
assessed risks of material misstatement due to fraud at the assertion level.

. Communications about fraud made to the entity, regulators and others.

Laws and Regulations

. Identified or suspected non-compliance with laws and regulations and the results
of discussion with the entity and other parties outside the entity.

Planning

. The overall engagement strategy.

. The engagement plan.

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

Materiality

. The following amounts and the factors considered in their determination:
o  Materiality for the GHG statement;

o Ifapplicable, the materiality level or levels for particular types of emissions
or disclosures;

o  Performance materiality; and
o Any revision of (i)-(iii) as the engagement progressed.

Identifying and Assessing Risks
. The discussion required by paragraph 4227, and the significant decisions reached.

. Key elements of the understanding obtained regarding each of the aspects of the
entity and its environment specified in paragraph 43-28 and of each of the internal

% ISAE 3000, paragraph xx.
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control components specified in paragraph 4631; the sources of information from |
which the understanding was obtained; and the risk assessment procedures
performed.

. The identified and assessed risks of material misstatement at the GHG statement
level and at the assertion level as required by paragraph 47-32 for which in the |
practitioner’s professional judgment further procedures were required.

Responses to Assessed Risks

. 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 evidence-
gathering assuranee-procedures performed.

. The linkage of those procedures with the assessed risks at the assertion level.

. The results of the evidence-gathering assuranee—procedures, including the
conclusions where these are not otherwise clear.

. If the practitioner plans to use—engagement evidence about the operating
effectiveness of controls obtained in previous as engagements, the conclusions
reached about relying on such controls that were tested in a previous engagement.

. How the GHG statement agrees or reconciles with the underlying records.

Evaluation of Misstatements
. The amount below which misstatements would be regarded as clearly trivial.

. All misstatements accumulated during the engagement and whether they have
been corrected.

. The practitioner’s conclusion as to whether uncorrected misstatements are
material, individually or in aggregate, and the basis for that conclusion.
Assembly of the Final Engagement File (Ref: Para. 10069)

A84A94. 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.*

Forming the Assurance Opinten-Conclusion
Description of the Applicable Criteria (Ref: Para. 2173(c)(iv))
A85A95. ISAE 3000 requires the practitioner to evaluate whether the subject matter information

¥ 1SQC 1, paragraph 45.
% ISQC 1, paragraph A54.
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adequately refers to or describes the applicable criteria.*® The preparation of the GHG
statement by the entity requires the inclusion of an adequate description of the
applicable criteria in the explanatory notes: to the GHG statement. That description
advises intended users of the framework on which the GHG statement is based, and is
particularly important when there are significant differences between various criteria
regarding how particular matters are treated in a GHG statement, for example: which
emissions deductions are included, if any, how they have been quantified and what they
represent; and the basis for selecting which Scope 3 emissions are included, and how
they have been quantified.

A description that the GHG statement is prepared in accordance with particular criteria
is appropriate only if the GHG statement complies with all the requirements of those
criteria that are effective during the period covered by the GHG statement.

A description of the applicable criteria that contains imprecise qualifying or limiting
language (e-g-for example, “the GHG statement is in substantial compliance with the
requirements of XYZ”) is not an adequate description as it may mislead users of the
GHG statement.

Fair presentation (Ref: Para. 74)

A98.

It may be appropriate for the practitioner to consider the matters noted in paragraph 74

when, for example, the assurance conclusion is worded in terms of the “fair
presentation” of the GHG statement, or the applicable criteria:

° Acknowledge explicitly or implicitly that it may be necessary for the entity to
provide disclosures beyond those specifically required by the criteria; or

° Acknowledge explicitly that it may be necessary for the entity to depart from a
requirement of the criteria. Such departures are expected to be necessary only in
extremely rare circumstances.

Assurance Report Content

Ilustrative Assurance Report (Ref: Para. 11175)

AS0A99.

Example wording of an assurance report on a GHG statement is included in the
Appendix 2.

Use of the Assurance Report (Ref: Para. 11175(b))

AS1A100.As well as identifying the addressee of the assurance report, the practitioner may

consider it appropriate to include wording in the body of the assurance report that
specifies the purpose for which, or the intended users for whom, the report was
prepared. In addition, the practitioner may consider it appropriate to include wording

ISAE 3000, paragraph xx.
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that specifically restricts distribution of the assurance report other than to intended users,
its use by others, or its use for other purposes.

Information Not Covered by the Practitioner’s Conclusion (Ref: Para. 75(c))

Al101. To avoid misunderstanding and undue reliance on unassured information, where the
GHG statement includes information that is not covered by the practitioner’s conclusion,
that information is ordinarily marked as such in the GHG statement itself, as well as
being identified in the practitioner’s assurance report.

Emissions Deductions (Ref: Para. 11175(fd))

A92A102.The wording of the statement to be included in the assurance report when the GHG
statement includes emissions deductions may vary considerably depending on the
circumstances.

A103. The availability of relevant and reliable information in relation to offsets and other
emissions deductions varies greatly and, therefore, so does the evidence available to
practitioners to support entities’ claimed emissions deductions

A104. Because of the varied nature of emissions deductions and the often reduced number and
nature of evidence-gathering procedures that can be applied to emissions deductions by
the practitioner, this ISAE requires identification in the assurance report of those
emissions deductions, if any, that are covered by the practitioner’s conclusion, and a
statement of the practitioner’s responsibility with respect to them.

A105. A statement of the practitioner’s responsibility with respect to emissions deductions may
be worded as follows when the emissions deductions are comprised of offsets: “The
GHG statement includes a deduction from ABC’s emissions for the year of yyy tonnes
of CO,.¢ relating to offsets. We have performed evidence-gathering procedures as to
whether these offsets were acquired during the year, and whether the description of them
in the GHG statement is a reasonable summary of the relevant contracts and related
documentation. We have not, however, performed any evidence-gathering procedures
regarding the external providers of these offsets, and express no opinion about whether
the offsets have resulted, or will result, in a reduction of yyy tonnes of CO,...”

Emphasis of Matter Paragraphs and Other Matter Paragraphs in-the-Assurance-Report-(Ref: Para.
11076)

A88A106.A widespread use of emphasis of matter or other matter paragraphs diminishes the
effectiveness of the practitioner’s communication of such matters.

A107.An emphasis of matter paragraph may be appropriate when, for example, different criteria
have been used than in previous years and this has had a fundamental effect on reported
emissions, or a system breakdown for part of the period being accounted for means that
extrapolation was used to estimate emissions for that time and this has been stated in the
GHG statement.
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A108. An other matter paragraph may be appropriate when, for example, the scope of the
engagement has changed significantly from the previous period and this has not been
stated in the GHG statement.

A109. The content of an emphasis of matter paragraph includes a clear reference to the matter
being emphasized and to where relevant disclosures that fully describe the matter can be
found in the GHG statement.

A110. The content of an other matter paragraph reflects clearly that such other matter is not
required to be presented and disclosed in the GHG statement. Paragraph 110-76 limits
the use of an “other matter” paragraph to matters relevant to users’ understanding of the
engagement, the practitioner’s responsibilities or the assurance report, that the

practitioner considers it necessary to communicate in the assurance report.-A-widespread

a aYilala aa N a ala) Aarmin ala alalilfa} u a ane a N N ala

A89A111.Unless required by law or regulation, it is not appropriate to include the practitioner’s
recommendations on matters such as improvements to the entity’s information system or
the presentation of its GHG statement in the assurance report. Including such
recommendations may imply that the matters addressed have not been appropriately
dealt with in preparing the GHG statement. Such matters may be communicated in
accordance with paragraph 54 of ISAE 3000, for example, in a management letter or in
discussion with those charged with governance. An other matter paragraph does not
include information that the practitioner is prohibited from providing by law, regulation
or other professional standards, for example, ethical standards relating to confidentiality
of information. An other matter paragraph also does not include information that is
required to be provided by management.
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Appendix 1
(Ref: Para. A3-A8)

Emissions, Removals and Emissions Deductions
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A = Direct, or Scope 1, emissions (see paragraph A3).

B = Emissions that are generated within the entity’s boundary but captured and stored within
that boundary rather than released into the atmosphere. They are ordinarily accounted for
on a gross basis, i.e. as a Scope 1 emission and a removal.

C = Removals (see paragraph A8).

D = Actions the entity takes to lower its emissions. Such actions might reduce Scope 1
emissions (for example, using more fuel efficient vehicles), Scope 2 emissions (for
example, installing solar panels to reduce the guantity of purchased electricity), or Scope 3
emissions (for example, reducing business travel or selling products that require less energy
to use). The entity might discuss such actions in the explanatory notes to the GHG
statement, but they only effect the quantification of emissions on the face of the entity’s
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GHG statement to the extent that reported emissions are lower than they would otherwise be
or they constitute an emissions deduction in accordance with the applicable criteria (see
paragraphs A6-A7).

E = Scope 2 emissions (see paragraph A4).

F = Scope 3 emissions (see paragraph A5).
G = Purchased offsets, which are a form of emissions deduction (see paragraph A6-A7)
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Appendix_2
(Ref: Para. A990)

Example Assurance Reports
This form of reasonable assurance report may be appropriate when the entity’s GHG statement is

prepared-en-a-veluntary-basis-and-contains no Scope-3-emissions-and-ro-emissions deductions.

Independent Assurance Report on ABC’s Greenhouse Gas Statement
To: addressee

Section 1: Report on GHG Statement (this heading not needed if this is the only section)

Information Subject to Assurance

We have undertaken a reasonable assurance engagement of the following information in the
accompanying GHG statement of ABC for the year to December 31, 20X1,~which-comprises the
Emissions Inventory and the Explanatory Notes on pages xx — yy;-eluding the summary-of significant
auantification-and-reporting-policiesin-Note 1.

-
Infermation. Our engagement does not cover: information in respect of the year to December 31, 20X3;;
20X8 targets;; 20X0 baseline;; and percentage changes-has-not-been-trecluded-within-the scope-of-our

engagement. We have not performed any assurance-evidence-gathering procedures with respect to
thisthat information and accordingly express no opinion on it.

ABC’s Responsibility for the GHG Statement

ABC is responsible for the preparation of the GHG statement in accordance with [applicable
criteria®*], applied as explained in Note 1 to the Emissions Inventory. This responsibility includes
the design, implementation and maintenance of internal control relevant to the preparation (fair
presentation) of a GHG statement that is free from material misstatement, whether due to fraud or
error.

Uncertaintiesy—n Affecting the Quantification of Emissions [NOFE—TFHIS-SECTHON-WAS
PREVIOUSLY UNDER THE OPINION]

Greenhouse gas quantification is subject to uncertainty because of such things as estimatesmade-tn
guantifying-puts—neluding-activity-data—and-emissions factors; that are used by mathematical
models to calculate emissions, and the inability of those models to precisely characterize under all
circumstances the relationships between various inputs and the resultant emissions_because of
incomplete scientific knowledge.

% [Applicable criteria] are available for free download from www.GHGcriteria.org.

Agenda Item 5-C
Page 65 of 67




Draft ISAE 3410 “Assurance on a Greenhouse Gas Statement” — marked from Agenda Item 5-D
IAASB Main Agenda (June 2010)

Further, while ABC reports certain Scope 3 emissions, it is not practicable for all such emissions to
be included. The full extent of Scope 3 emissions for nearly any entity would be impossible to
guantify as it includes all sources both up and down the supply chain.

The effect of these uncertainties, and the actions taken by ABC to reduce them as far as practicable,
are explained in Note 2 to the Emissions Inventory.

Independence, Quality Control and Expertise

We have complied with the tnternational-Federation-of Accountants™Code of Ethics for Professional
Accountants issued by the International Ethics Standards Board for Accountants, which includes
comprehensive independence and other requirements founded on fundamental principles of integrity,
objectivity, professional competence and due care, confidentiality and professional behavior.

In accordance with International Standard on Quality Control 1, [name of firm] maintains a comprehensive
system of quality control including documented policies and procedures regarding compliance with ethical
requirements, professional standards and applicable legal and regulatory requirements.

This engagement was conducted by a multidisciplinary team including auditing—and-assurance
practitioners, engineers and environmental scientists.

Our Responsibilities

Our responsibility is to express an opinion on the GHGstatement-based-en-eurinformation subject to
assurance engagementbased on the evidence we have obtained. We conducted our reasonable
assurance engagement in accordance with International Standard on Assurance Engagements 3410,
“Assurance on a Greenhouse Gas Statement,” issued by the International Auditing and Assurance
Standards Board. That standard requires that we plan and perform this engagement to obtain
reasonable assurance about whether the GHGstatementinformation subject to assurance is free from
material misstatement.

A reasonable assurance engagement with respect to a GHG statement involves performing
procedures to obtain evidence about the quantification of emissions, and about the other information
disclosed as part of the GHG statement: that is subject to assurance. The procedures selected depend
on the practitioner’s judgment, including the assessment of the risks of material misstatement-in-the
GHG-statement, whether due to fraud or error, in the information subject to assurance. In making
those risk assessments, we considered internal control relevant to the entity’s preparation of the GHG
statement. Our engagement also included:

. Assessing the suitability in the circumstances of ABC’s use of [applicable criteria], applied as
explained in Note 1 to the Emissions Inventory, as the basis for preparing the GHG statement;

. Evaluating the appropriateness of quantification methods and reporting policies used and the
reasonableness of necessary estimates made by ABC; and

. Evaluating the overall presentation of the GHG statement.

We believe that the evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.
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Opinion

Our opinion has been formed on the basis of the matters outlined in this report. In our opinion, the
CHEC cotoman e enr o ineniaber 00 D0 ses o e Lo nles e information sebins e end
from-the-scope-of-ourengagement;subject to assurance is prepared, in all material respects, in

accordance with the [applicable criteria] applied as explained in Note 1 to the Emissions Inventory.

Section 2: Report on Other Legal and Regulatory Requirements (applicable for some
engagements only)

(Form and content of this section will vary depending on the nature of the practitioner’s other
reporting responsibilities.)

[Practitioner’s signature]
[Date of the practitioner’s assurance report]
[Practitioner’s address]
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