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- ISSA 5000, General
Requirements for
Sustainability Assurance
Engagements

This article aims to:
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Provide an overview of the key requirements introduced
by ISSA 5000 for sustainability assurance engagements.
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Introduction

Over the years, sustainability reporting has
emerged as an important topic of discussion
among the investors, regulators and other
stakeholders in the business and capital
markets ecosystem. With an increasing focus
towards non-financial information by the
stakeholders, companies are making
enhanced sustainability disclosures. Globally,
many standards and frameworks on
sustainability exist today such as the Global
Reporting Initiative (GRI), International
Standards Sustainability Board (ISSB) and
Corporate Sustainability Reporting Directive
(CSRD), etc.

However, considering that sustainability
reporting is still at a nascent stage worldwide,
measuring and reporting the same can be
challenging for the companies. Further, with
concerns around greenwashing, it is important
that such information is accurate, complete,
reliable and relevant. Thus, there has been a
growing emphasis towards assurance on

sustainability information. In this regard, the
International Standard on Assurance
Engagements (ISAE) 3000 (Revised),
Assurance Engagements other than Audits or
Reviews of Historical Financial Information has
witnessed widespread application across the
jurisdictions for providing assurance on
sustainability information. However, with a
view to develop a global baseline standard on
sustainability assurance, in August 2023, the
International Auditing and Assurance
Standards Board (IAASB) issued the exposure
draft of International Standard on
Sustainability Assurance (ISSA) 5000, General
Requirements for Sustainability Assurance
Engagements.

Based on the feedback received from various
stakeholders, in November 2024, IAASB
issued the final ISSA 5000 standard. ISSA
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5000 aims to serve as a comprehensive,
standalone standard appropriate for all types
of sustainability assurance engagements. It
would apply to sustainability information
reported across any sustainability topic and
prepared under multiple frameworks. The

standard is profession agnostic, and could be ’ 0

used by both professional accountants and
non-accountant assurance practitioners. .4

In this article, we aim to summarise the key
aspects of ISSA 5000 and discuss the
important considerations for practitioners.
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Applicability and scope

ISSA 5000 is applicable to all attestation
assurance engagements on sustainability
information. It would apply to all entities,
irrespective of their size or complexity, and
specifies principles with respect to both
reasonable and limited assurance
engagements.

ISSA 5000 is an overarching standard and
thus, a practitioner is not required to apply
ISAE 3000 (Revised) separately, when
performing a sustainability assurance
engagement under ISSA 5000.

However, an important point that has been

clarified in the standard is that ISSA 5000
would not address sustainability information
which is required to be included in the entity’s
financial statements, in accordance with the
applicable financial reporting framework?.

Effective date: ISSA 5000 would be
effective for sustainability assurance Lo
engagements reported: =

* For periods beginning on or after
15 December 2026 or

» As at a specific date on or after
15 December 20262.

(Earlier application is permitted).

1. Sustainability information may be presented as part of entity’s annual report or in a separate document accompanying the annual report.
In such circumstances, the audited financial statements would be considered as other information for the purpose of ISSA 5000.

2. The IAASB noted that assurance engagements on sustainability information reported in accordance with many recognised sustainability
reporting frameworks would include information for both the period and an “as at” date, and therefore the appropriate effective date for
such engagements would be for periods beginning on or after 15 December 2026. Further, IAAB highlighted that assurance engagements
on sustainability information as at a specific date generally may be more narrow-scope engagements.
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Some of the key requirements specified in ISSA 5000 relating to different stages of an
assurance engagement are illustrated in the infographic below:

Engagement acceptance
and continuance

Quality management

Preconditions for an assurance
engagement

Planning and materiality

Responding torisks of
material misstatement

» Tests of controls

» Substantive procedures

Risk assessment

Understanding the entity and its
environment

Inquiries and discussion with appropriate
parties

Understanding the components of
entity’s internal control system

Reporting

* Forming assurance conclusion

+ Documentation and assembly
of audit file

(Source: KPMG in India’s analysis, 2024 read with the ISSA 5000 standard issued by IAASB)

nited Liability Partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.
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A.

Quality management

The standard prescribes that the engagement
leader should be a member of a firm that
applies either the International Standard on
Quality Management 1 (ISQM 1)3, or other
professional or regulatory requirements which
are at least as demanding as ISQM 1.

The engagement leader would have the overall
responsibility for managing and achieving
engagement quality in a sustainability
assurance engagement.

Preconditions for an assurance
engagement

In order to establish whether the preconditions
for an assurance engagement are present, the
practitioner should:

» Consider whether the entity has a process
to identify sustainability information to be
reported, and

Engagement acceptance and continuance

» Evaluate the suitability of roles and
responsibilities of management, those
charged with governance and the
engaging party.

The practitioner needs to evaluate whether the

sustainability matters within the scope of the

engagement are appropriate, such that they
are identifiable and capable of consistent
measurement or evaluation against the
applicable criteria, and the resulting
sustainability information can be subjected to
procedures for obtaining sufficient and
appropriate evidence. Further, the practitioner
must assess whether there exist criteria for all
the sustainability information, as well as

identify the sources of the criteria, i.e.,

framework criteria, entity-developed criteria or

a combination of both.
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Planning and materiality

The practitioner should develop an overall
strategy and engagement plan, including
determining the nature, timing and extent of
planned procedures. For evaluating whether
the sustainability information is free from
material misstatement, the practitioner should:

» Consider materiality for qualitative
disclosures, and

+ Determine materiality for quantitative
disclosures.

Further, if double materiality is required to be
applied by the reporting framework or entity-
developed criteria, the practitioner must
consider both financial* and impact®
materiality perspectives.

Another important point clarified in the
standard is that for quantitative disclosures,
the practitioner must determine performance
materiality.

3. ISQM 1, Quality Management for Firms that Perform Audits or Reviews of Financial Statements, or Other Assurance or Related Services Engagements deals with the firm’s responsibilities to design, implement and

operate a system of quality management for assurance engagements.

4. The material impacts of environmental, social and governance matters on entity’s strategy, business model and performance is referred to as ‘financial materiality’.
5. The material impacts of entity’s activities, products and services on the environment, society, or economy is referred to as ‘impact materiality’.

—©2024 KPMG Assurance and Consulting erwcs LLE’,I an Inian E%!IE Liability Partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.
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B.

Risk assessment

Understanding the entity and its
environment

The practitioner should obtain an in-depth

understanding of the entity and its

environment by assessing the relevant

sustainability matters and information,

(7 determining the suitability of applicable criteria

. along with the applicable legal and regulatory
framework.

¥ Inquiries and discussion with
appropriate parties

The practitioner should make inquiries
regarding instances of any fraud or suspected
fraud identified or suspected non-compliance
with laws and regulations affecting the
sustainability information. Also, if the entity
has an internal audit function, inquiries should -
be made to obtain understanding of its
activities and main findings with regard to
sustainability information.

— ©2024 KPMG Assurance and Consulting Services LLP, an'Indian

Understanding the components of
entity’s internal control system
The practitioner should obtain a detailed

understanding of the entity’s control
environment, risk assessment process,

and communication as well as the
relevant control activities.

The above activities would help the
practitioner in identifying and assessing
the risks of material misstatement and
accordingly determining the nature, timing
and extent of procedures required.
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Tests of controls

The practitioner should assess the operating
effectiveness of controls by evaluating:

* How the controls were applied at relevant
times during the period to which the
sustainability information relates

¢, The consistency with which the controls
were applied, and

« By whom or by what means they were
applied.

Further, ISSA 5000 specifies that if the
practitioner plans to use evidence from a
previous engagement regarding the operating
effectiveness of controls, he/she must assess:

 If there have not been changes which affect
the continuing relevance of the evidence
from previous engagement, the practitioner
must test the controls at least once in
every third engagement, and should test
some controls in each engagement
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Responding to risks of material misstatement

« If there have been any such changes from
the previous engagement, the practitioner
must test the controls in the current
engagement.

Substantive procedures

The standard states that irrespective of the
assessed risks of material misstatement, the
practitioners should consider the need to
design and perform substantive procedures for
disclosures (including estimates and forward-
looking information) that, in their judgement,
are material.

Based on the above procedures performed,
the practitioner must determine whether the
uncorrected misstatements are material,
individually or in aggregate. In making this
determination, the practitioner needs to
consider the size and nature of
misstatements, and the particular
circumstances of their occurrence. ~

nited Ciability Partnersﬁip and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.
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Forming assurance conclusion

The practitioner, after evaluating the ~
sufficiency and appropriateness of the
evidence obtained, including evidence from
the work performed by a practitioner’s
external expert, another practitioner or internal
audit function, should conclude regarding
whether the sustainability information is free
from material misstatement, and accordingly
evaluate the effect on the opinion or
conclusion in the assurance report.

Conclusion

Companies in India are providing sustainability disclosures under various formats such as integrating

Documentation and assembly of sustainability disclosures as part of the annual report, creating a separate sustainability report, etc. The d

Alidittile Securities and Exchange Board of India (SEBI) under the SEBI LODR Regulations mandates the top 1,000 R,
listed entities in India to prepare the Business Responsibility and Sustainability Reporting (BRSR). Further, the

ISSA 5000 states that the practitioner BRSR Core framework prescribes assurance on BRSR Core for the companies in a phased manner. _

must ensure that the assembly of the final Issuance of ISSA 5000 is a step in the right direction and it will serve as the global baseline, standalone )

engagement file should be completed sustainability assurance standard for the companies in India as well as abroad. Further, IAASB has aligned 7

within not more than 60 days after the most of the provisions of ISSA 5000 with the extant ISAE 3000, in order to ensure interoperability for the

date of assurance report. Further, it has assurance providers. However, since measurement and evaluation of non-financial information entails a lot of

been specified that the retention period emphasis towards qualitative factors, companies should evaluate their existing systems, processes and internal

for assurance engagements would be not controls around sustainability performance and build the necessary resources for providing credible, reliable

less than five years from the date of and accurate sustainability disclosures.

assurance report.
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