Attest Engagements on Greenhouse
Gas Emissions Information

1. Certain atmospheric gases (carbon dioxide, methane, ni-
trous oxide, water vapor, and others) are called greenhouse
gases (GHGs) because they are believed to contribute to
the retention of outgoing energy, trapping heat somewhat
like the glass panels of a greenhouse. For the purposes of
GHG emissions reporting, GHGs include carbon dioxide
and any other gases required by the appiicable criteria to

be included in the GHG emissions s¢hedules, such as
e methane (CH,);
* nitrous oxide (N,0);
e perfluorocarbons (r+Cs);

hydrofluorocarbons (HFCs); and

sulphur hexafluoride (SF,).

2. Gases other tiian carbon dioxide are often expressed in
terms of earbon dioxide equivalents (CO,-e). Due to a num-
ber of gioval and national initiatives to reduce GHG emis-
sions; many entities are quantifying their GHG emissions
for internal management purposes, and many are also pre-

paring a GHG emissions schedule
e as part of a regulatory disclosure regime.

e as part of an emissions trading program.

¢ to inform investors and others on a voluntary basis.
Voluntary disclosures may be, for example, pub-
lished as a stand-alone document, included as part
of a broader sustainability report or in an entity’s an-
nual report, or made to support inclusion in a public

carbon registry.




3. Entities may also participate in emission reduction® proj-
ects to reduce the emission of GHGs, such as by setting
emission limits or modifying the emission source. Emission
reduction is measured in relation to a baseline. Emission
reductions may be registered and traded (that is, pur-
chased and sold). Paragraphs 29-30 describe the attributes
to be met by an emission reduction for it to be registered or
traded, and paragraph 45 provides examples of GHG emis-
sion reduction projects.

GHG Reporting in the United States

4. Voluntary reporting programs in which some U.S. compa-
nies participate include the following:

e The Carbon Disclosure Project (CDP). an organiza-
tion based in the United Kingdom that works with
shareholders and corporations to encourage them to
disclose their GHG emissions. I't'e. CDP scores en-
tities based on factors suchas the extent to which
a company measures its carbon emissions, the fre-
quency and relevance oits disclosure to key corpo-
rate stakeholders, and whether the company engages
a third party to verity emissions data to promote
greater confidenca and use of the data. Entities with
sufficiently high scores are listed in the Carbon Dis-
closure Leadership Index (CDLI).

e The Climate Registry (www.theclimateregistry.org)
is a'menprofit collaboration among North American
states, provinces, territories, and Native Sovereign
Nations that sets standards to calculate, verify, and
publicly report GHG emissions into a single registry.

Certain industries and jurisdictions require GHG emis-
sions reporting but may not require attestation services.

5. Reasons that entities report GHG emissions and request
attestation services related to GHG emissions include the
following:

e To participate in GHG emissions reductions programs.

1. Terms defined in the glossary are italicized the first time they appear in this statement
of position.




* To respond to shareholder resolutions calling for
companies to report and have their corporate social
responsibility or GHG emissions information verified
by a third party.

e To demonstrate responsible corporate behavior.
e The desire to be listed in the CDLI.

e To satisfy requests from customers regarding infor-
mation about GHG emissions within their supply
chain. For example, in October 2009, Section 13 of
Executive Order 13514, Federal Leadership in En-
vironmental, Energy, and Economic Performance,
directed the U.S. General Services Administration
(GSA) with the Department of Defens= and the En-
vironmental Protection Agency to-ussess the feasi-
bility of requiring federal suppli¢rs-to provide GHG
emissions data to the governracrnt. In August 2010,
GSA launched the Federal Sevplier Greenhouse Gas
Emissions Inventory Pile¢t; a three-year program in
which small businessec are required to develop an-
nual GHG emissions 1nventories through September
2013. The program's purpose is to assess the ben-
efits and challenges experienced by small businesses
when compisting a GHG emissions inventory.

Terms and Detinitions Used by Registries and
Regulatory Frameworks

6.

Appeiaix A in this statement of position (SOP) contains a
glossary of common terms relating to GHG engagements.
Different registries and regulatory frameworks may use
different terms and definitions for similar services. A
validation is a service that would provide assurance on the
feasibility of the design of an emission reduction project,
usually before inception of the project; an entity would
typically engage an engineering or a consulting firm to
provide such a service. This SOP does not provide guidance
on validation standards. A verification is the objective and
independent assessment of whether the reported GHG
emissions properly reflect the GHG impact of the entity
in conformance with preestablished GHG accounting
and reporting standards. Various GHG registries and




regulatory frameworks may not define these terms in
exactly the same way; thus, the practitioner should obtain
the official definitions of such terms under the registry
or regulatory framework relevant to the engagement.
However, practitioners should not use terms such as
validation or verification in their attest reports on GHG
emissions regardless of whether the registry or regulatory
framework uses such terms because AT section 101, Attest
Engagements (AICPA, Professional Standards), requires
the terms examination or review to be used to describe
such engagements.

Scope of This SOP

7.

This SOP provides guidance for practitioners:2rforming
® an examination or
® areview
of a GHG emissions statement coritaining either
e a schedule with the subiect matter or
® an assertion

relating to informatiotirabout an entity’s GHG emissions,
such as

* a GHG inventory (an entity’s emissions of GHGs
for a.specified period, typically, a year or a series of
years, or a baseline GHG inventory), or

e a GHG emission reduction in connection with
— the recording of the reduction with a registry or

— a trade of that reduction or credit.

Such engagements should be performed pursuant to AT
section 101. This SOP provides guidance on the application
of AT section 101 to GHG emissions attest engagements.
This SOP is not intended to provide all the guidance set
forth in the applicable standards established by the AICPA.
This SOP supersedes SOP 03-2, Attest Engagements on
Greenhouse Gas Emissions Information.




8. In an examination engagement of a GHG emissions state-
ment, the practitioner chooses a combination of attestation
procedures, which can include inspection, observation,
confirmation, recalculation, reperformance, analytical pro-
cedures, and inquiry. In a review engagement, the types
of procedures performed generally are limited to inquiries
and analytical procedures (see paragraph 59 for further
description of review procedures). Determining the attes-
tation procedures to be performed on a particular engage-
ment is a matter of professional judgment. Because GHG
emissions reporting covers a wide range of circumstances,
the nature, timing, and extent of procedures are likely to
vary considerably from engagement to engagement.

9. Unless otherwise stated, the matters discussed in this SOP
apply to both examination and review cngagements. Be-
cause a review engagement is substar.tiaily less in scope
than an examination, the procedures :tne practitioner will
perform in a review engagement.wiil-vary in nature and ex-
tent from those performed in aii ¢xamination engagement.
Paragraphs 59 and 64 describe in tabular form procedures
that are relevant to an ex<mination or review engagement.
Procedures that would cedinarily be performed in both an
examination and a review are shown in one column across
a row. Similar proccdures are shown in separate columns
in a row, and when a procedure is not ordinarily performed
in a review'engagement, the review column in that row has
been deliterately left blank. Although some procedures are
shownoniy for examination engagements, they may none-
theless be appropriate in review engagements in circum-
stances in which procedures, in addition to inquiry and
analytical procedures, are determined to be necessary by
the practitioner.

Engagement Acceptance Considerations

10.  The following are examples of matters addressed in AT sec-
tion 101 that are relevant to a practitioner’s decision about
whether to accept an engagement:




Independence (see paragraphs 11-12).

Whether the practitioner has adequate technical
knowledge of the subject matter to perform the en-
gagement, including evaluation of the work of any
specialists involved in the engagement (see para-
graphs 13-19).

Whether the practitioner will be performing a suf-
ficient portion of the engagement to assume overall
responsibility (see paragraphs 20 and 54).

Considerations in selecting and using the work of a
specialist, when applicable (see paragraphs 21-23).

Existence of suitable criteria (see paragraphs 24-30).
Materiality considerations (see paragrap 31).

Expectations of users of the GHG.inventory or re-
duction information and the przctitioner’s report
thereon.

Whether the entity is likei to have adequate infor-
mation systems and coxitrols to provide reliable GHG
information.

Whether sufficienit-evidence is likely to exist, includ-
ing when the entity has changed measurement meth-
ods for GH(:emissions from one period to the next
(see paragraphs 33 and 66).

Theseope of the entity’s GHG inventory (see para-
grapns 34-35 for a discussion of boundaries and
paragraphs 36-38 for a discussion of direct and indi-
rect emissions for a GHG inventory).

Availability of historical data. If the practitioner is
engaged to perform the attest service at a date con-
siderably later than the base year, there is a risk that
historical data for the base year may not be available
(see paragraph 39 for a discussion of baselines).




11.

12.

The practitioner performing an attest engagement
is required to be independent pursuant to Rule 101,
Independence (AICPA, Professional Standards, ET sec.
101 par. .01), of the Code of Professional Conduct.

Certain GHG registries and regulatory frameworks set rules
that prohibit professionals who provide attest services on
GHG emissions statements from providing other services
to the entity for a period of time. For example, a GHG
framework or registry may set independence requirements
that specifically prohibit a practitioner who has performed
certain services for an entity from also providing a verifica-
tion (that is, an examination or review) of an entity’s GHG
emissions statement for a certain period-<f time. Such in-
dependence requirements, which mayb¢ beyond those of
the AICPA, or other limitations on'tie scope of services
set by the relevant framework or r<gistry may preclude the
practitioner from performing, 2i-attestation engagement
that is acceptable under sucir GHG framework or to such
registry.

Adequate Knowlcdge of Subject Matter
and Use of a Specialist

13.

Paragraph..02 of AT section 50, SSAE Hierarchy (AICPA,
Professicnal Standards), states that “the engagement
must be performed by a practitioner having adequate
knowledge of the subject matter.” Paragraph .22 of AT
section 101 states that “this knowledge requirement may
be met, in part, through the use of one or more specialists
on a particular attest engagement if the practitioner
has sufficient knowledge of the subject matter (a) to
communicate to the specialist the objectives of the work
and (b) to evaluate the specialist’s work to determine if
the objectives were achieved.” Relevant considerations in
determining whether to accept an attest engagement on a
GHG emissions statementinclude whether the practitioner’s
involvement in the engagement and understanding of the
subject matter are sufficient to enable the practitioner




14.

to discharge his or her responsibilities. The practitioner
may involve internal specialists as part of the engagement
team or engage external specialists to assist the team. The
practitioner should accept an attest engagement on a GHG
emissions statement only if the practitioner is satisfied that
the engagement team, along with a practitioner’s external
specialist, collectively possesses the necessary professional
competencies to perform the GHG emissions engagement.

Professional competencies necessary to perform a GHG
emissions engagement may include

understanding emissions trading programs and re-
lated market mechanisms, when relevant.

understanding who the intended users cithe infor-
mation in the entity’s GHG emissions statement are
and how they are likely to use that infcrmation.

knowledge of applicable laws and yegulations, if any,
that affect how the entity sheuld report its emissions
or impose a limit on the entity’s emissions.

GHG quantification and measurement methodolo-
gies, including the associated scientific and measure-
ment uncertainties, and alternative methodologies
available.

knowledge-ci the applicable criteria, including, for
example

— igentifying appropriate emissions factors.
— \identifying those aspects of the criteria (see para-
graphs 24-28) that call for significant or sensi-

tive estimates to be made or for the application of
considerable judgment.

— methods used for determining organizational
boundaries (that is, the entities whose emissions
are to be included in the GHG emissions
statement).

— which emissions reductions are permitted to
be included in the entity’s GHG emissions
statement.




15. In most attest engagements on GHG emissions, the na-
ture of the entity’s operations, emissions, or the emissions
measurement methodology in general requires specialized
skill or technical knowledge in a particular field other than
accounting or auditing, such as environmental engineer-
ing. The practitioner should possess adequate technical
knowledge of the subject matter to understand how GHG
emissions information might be misstated and to design
procedures to respond to the risks of material misstate-
ment. A practitioner may obtain adequate knowledge of the
subject matter through formal or continuing education, in-
cluding self-study, or through practical experience. When
determining whether the practitioner has adequate tech-
nical knowledge, the practitioner should read the criteria
selected by the responsible party (definea as the person
or persons, either as individuals or representatives of the
entity, responsible for the subject matter)? to understand
what is involved in the measurements

16. Particular areas of expertise. that may be relevant in such
cases include the following:

e Information systeéms expertise

— Understanding how emissions information is gen-
erated, inicluding how data is initiated, recorded,
procesced, corrected as necessary, and reported
in e GHG emissions statement.

e Scientific and engineering expertise

==~ Mapping the flow of materials through a produc-
tion process and the accompanying processes
that create emissions, including identifying the
relevant points at which source data is gathered.
This may be particularly important when consid-
ering whether the entity’s identification of emis-
sions 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

2. Paragraph .11 of AT section 101, Attest Engagements (AICPA, Professional Standards).




17.

18.

these relationships will often be important when
designing analytical procedures.

— Identifying the effect of uncertainty on the mea-
surement of GHG emissions.

— Knowledge of the quality control policies and
procedures implemented at testing laboratories,
whether internal or external.

— Experience with specific industries and related
emissions creation and removal processes. Cre-
ation and removal procedures for scope 1 emis-
sions quantification (see paragraph 36) vary
greatly depending on the industries and processes
involved (for example, the nature of electrolytic
processes in aluminum production, <ombustion
processes in the production of eléctricity using
fossil fuels, and chemical processes in cement
production are all different).

— The operation of physical sensors and other
quantification methods arid the selection of ap-
propriate emissions iaectors.

If the entity is a service entity whose GHG emissions are
limited to the use of puichased electricity and natural gas
or oil, the practitionet 1ay be able to use published factors
to convert the electricity, gas, or oil used to GHGs emit-
ted to obtain enidence about how the entity calculated its
emissions. Under those circumstances, the practitioner
may not rieeato use a specialist, provided that the practi-
tioner possesses sufficient technical knowledge regarding
the published factors, including an understanding of the
nature of each factor and the distinctions between alterna-
tives. If the entity has significant industrial operations with
numerous sources of emissions, however, it is more likely
that the practitioner will need to use a specialist.

If specialized skills are needed to supplement the practi-
tioner’s technical knowledge, the practitioner should seek
the assistance of a professional possessing such skills, who
may be either a member of the engagement team or an out-
side professional. The practitioner should possess adequate
technical knowledge to direct, supervise, and review the




19.

20.

specialist’s work in the former situation and understand
and evaluate the specialist’s work in the latter situation.

When the responsible party employs a specialist to de-
velop evidence that is used to support the assertion or
presentation, the practitioner should evaluate whether the
practitioner or another member of the engagement team
possesses adequate technical knowledge to understand and
evaluate the specialist’s work or whether the practitioner
should seek assistance from an external specialist. The
practitioner may find it helpful to consider the provisions
of AU-C section 500, Audit Evidence (AICPA, Professional
Standards), when evaluating the competence, capabilities,
and objectivity of the responsible party’s specialist.

When using the work of an external.specialist, the
practitioner should consider the nature and magnitude of
the specialist’s work in relation to the overall engagement
to determine whether the practitioner will be performing
a sufficient portion of the engagement to assume overall
responsibility.

Considerations When Sclecting and Using the
Work of a Specialist

21.

22.

Considerations when selecting a specialist include the
following:

e The specialist’s expertise and competence in the
subicet matter

e The relevance of the specialist’s expertise to the
practitioner’s objectives in the attest engagement

* The objectivity of the specialist

e The nature and extent of the anticipated use of the
specialist

Examples of matters that may require the practitioner to
consider using the work of a specialist or having a specialist
participate in the GHG engagement include

e reviewing the quality of client-provided data (for
example, appropriateness and accuracy).




23.

e cvaluation of the reasonableness of emission factors,
such as

— whether it is necessary or appropriate to use a
derived emissions factor versus a published emis-
sions factor.

— the population and selection of appropriate pub-
lished emissions factors.

— assessment of the methodology used to calculate
the specific GHG emissions (see paragraphs 33
and 66).
e reviewing the work of the responsible party’s special-
ist (for example, to assess whether the assumptions
underlying the methodology are reasonable).

Regardless of whether the specialist is empioyed by the
practitioner’s firm or an external specialict 18 engaged by
the practitioner, the practitioner shouid follow the guid-
ance in this SOP and may find it heloful to consider the
provisions of AU-C section 620, Using the Work of an Au-
ditor’s Specialist (AICPA, Profe¢scional Standards). When
the practitioner considers nsirg the work of a specialist
engaged by the responsible party, the practitioner should
follow the guidance ceritzained in this SOP and may find
it helpful to consider tiie provisions of AU-C section 500,
including evaluating the relationship of the specialist to the
responsible paity.

Criteria

24.

25.

26.

AT section 101 states that in order for the engagement to
be performed, the practitioner must have reason to believe
that the subject matter is capable of evaluation against cri-
teria that are suitable and available to users.

Criteria that are established or developed by groups com-
posed of experts that follow due process procedures, includ-
ing exposure of the proposed criteria for public comment,
ordinarily should be considered suitable.

Frameworks establishing criteria for GHG emissions state-
ments usually include measurement, presentation, and
disclosure considerations. Different industries, regulatory




27.

28.

organizations, or organizations acting in a standard-setting
role may have developed guidance on measurement rele-
vant to an industry, regulated group, or GHG emissions in
general. Alternatively, an entity may develop its own crite-
ria for measurement of emissions.

The practitioner should consider whether criteria selected
by the responsible party are suitable (see paragraphs
.23-.32 of AT section 101 for guidance on suitability of cri-
teria). For guidance on the availability of criteria, see para-
graphs .33-.34 of AT section 101.

Most entities will need to select a framework and refine the
application of measurement criteria, perhaps using software
tools for measuring emissions in specific industries or using
certain industrial processes, such as cenient production
or aluminum smelting. The practitioner should review
the entity’s measurement protocol zna consider whether
the entity’s measurement methods dre appropriate. See
appendix B, “Sources for GHG Emission Protocols and
Calculation Tools.”

Attributes to Be Met by GG Emission Reductions

29.

Various registries and GHG emissions trading programs
have specified attributes to be met by an emission reduc-
tion for it to ke registered or traded. Common attributes
are identified and described in the following list; however,
definitioris miay vary by trading program. In the context of
a specitic registry or emissions trading program, additional
requirements to be met by the emission reduction may
exist:

a. Ownership. In many cases, ownership is clear. Ex-
amples of such cases include efficiency upgrades at
a manufacturing facility or fuel-switching at a power
plant. However, for some project types, particularly
those with renewable energy and demand-side man-
agement projects that offset or displace fossil-fuel
emissions, demonstrating ownership can be challeng-
ing. Ownership of the reductions may be open to dis-
pute because the reductions do not occur on the site
of the project but, rather, on the site of a fossil-fueled
facility whose power was displaced. These are known




as indirect emission reductions because the reduc-
tions occur at facilities other than the one where the
project has been undertaken. The possibility that the
direct source of emissions would claim title to the
same reductions claimed by the project developer or
that the joint venture partners would claim title to
the same reductions of their joint venture (referred
to as double-counting) represents a risk that buyers
prefer to avoid. It is possible that multiple claimants,
such as the owner of the emitting source, technol-
ogy vendors, and the entity installing the technology,
could claim ownership of these reductions.

. Real. An emission reduction is real if it is a reduc-
tion in actual emissions that results fronia specific
and identifiable action or undertaking that is not a
mere change in activity level (for éxample, due to
typical business fluctuations) and net of any leakage
to a third party or jurisdiction i.cakage occurs when
an emission reduction projeci causes emissions to
increase beyond the preject’s boundaries. Entities
entering into an emission reduction project typically
must demonstrate tiat the emission reduction will
not cause emissions-to increase beyond the project’s
boundaries.

Quantifiable or measurable. An emission reduction
is quantitiable or measurable if the total amount of
the reduction can be determined, and the reduction
is\¢ateulated in an accurate and replicable manner.

. Surplus. An emission reduction is surplus if the
reduction is not otherwise required of a source by
current regulations or a voluntary commitment to
reduce emissions to a specified level.

Establishment of a credible emissions baseline.
Many programs measure emission reductions by
comparing a credible emissions baseline without the
project to the emissions baseline with the project.
A reduction quantity is not meaningful unless it is
compared with a credible baseline (that is, a baseline
compiled in accordance with the current protocol,
using the same boundaries and scope).




30.

f. Unique. Credits should be created and registered
only once from a specific reduction activity and time.

Some registries or emissions trading programs may have
a requirement for additionality. Environmental addition-
ality requires that the emission reductions achieved by
the project would not have occurred in the absence of the
project (the reduction must be additional to any required
reductions; that is, if the entity has taken on a cap, the re-
duction must be additional to the cap). A credible emission
baseline is crucial for an entity to demonstrate addition-
ality. Various GHG registries and regulatory frameworks
may not define additionality and the terms referred to in
paragraph 29 in exactly the same way; thus, the practi-
tioner should obtain the official definitions of such terms
under the registry or regulatory framewecrl .relevant to the
engagement.

Materiality

31.

Paragraph .67 of AT sectien 101 addresses materiality in
attestation engagemenus. Aliso, the applicable GHG regis-
try or voluntary or regulatory framework may set specific
materiality limits. I & GHG registry or framework sets spe-
cific materiality requirements that are more stringent than
those of AT sestion 101, before accepting the engagement
the practitioner should consider whether it is possible to
meet such requirements.

Uncertainty in the Measurement of
GHG Emissions

32.

The term uncertainty as used in the field of GHG emissions
refers to variability in the measurement of GHG emissions
rather than the term uncertainty as defined in the auditing
literature. Uncertainty in GHG emissions estimates can be
due to a variety of factors. Examples of matters that may
create or increase uncertainty in GIIG emissions estimates
include the following:




e Use of factors that are poorly researched or uncer-
tain (for example, factors for CH, and N,O from com-
bustion processes)

e Use of average case factors not perfectly matched
to specific and varying circumstances (for example,
miles per gallon, average ksCO_/MWh generated)

e Deliberate estimation to compensate for missing
data (for example, nonreporting facilities or missing

fuel bills)

e Assumptions that simplify calculation of emissions
from highly complex processes

e Imprecise measurement of emissions-producing ac-
tivity (for example, miles traveled in-airplanes or
rental vehicles, hours per year specific._ equipment is
used)

e Insufficient frequency of measurement to account
for natural variability

e Poor calibration of meascring instruments

Consistency

33.

Measurement of the'GHG inventory requires consistent
application of\racasurement methods. If the entity has
changed measurement methods from one period to the
next, the pracritioner should consider the implications on
the engagement (for example, whether it is essential that
the same methods be used because either comparative in-
formation is presented or a reduction is being calculated
and, if so, whether the entity has restated the prior period’s
results using the same measurement method as the current
period). (See paragraphs 39, 66, and 72.)

34.

Determining which operations owned or controlled by
the entity to include in the entity’s GHG emissions state-
ment is known as “determining the entity’s organizational
boundary.” In some cases, laws and regulations define the
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boundaries of the entity for reporting GHG emissions for
regulatory purposes. In other cases, the applicable criteria
may allow a choice between different methods for deter-
mining the entity’s organizational boundary (for example,
the criteria may allow a choice between an approach that
aligns the entity’s GHG emissions reporting with its fi-
nancial statements and another approach that treats, for
example, joint ventures or associates differently). Deter-
mining the entity’s organizational boundary may require
the analysis of complex organizational structures such as
joint ventures, partnerships, and trusts and complex or un-
usual contractual relationships. For example, a facility may
be owned by one party, operated by another, and process
materials solely for another party.

Determining the entity’s organizational boundary is differ-
ent from what some criteria describe ‘as determining the
entity’s “operational boundary.” The operational boundary
relates to which categories of seope'1, 2, and 3 emissions
will be included in the GHG emissions statement and is de-
termined after setting the arganizational boundary. Leak-
age may affect the choice of operational boundaries. When
planning the engagement, the practitioner should obtain
an understanding of the boundaries that have been set by
the entity and the potential for leakage. If leakage has oc-
curred, the entity may account for it by adjusting its base-
line or by chariging its boundaries.

Scopes o7 Reporting GHG Emissions:
Direct and Indirect Emissions

36.

Reporting GHG emissions and emission reductions may
encompass one or more of the following three scopes of
emissions:

a. Scope 1: Direct GHG Emissions. Emissions from
sources that are owned or controlled by the entity.
These are emissions associated with the following:

e Stationary combustion from fuel burned in the
entity’s stationary equipment, such as boilers, in-
cinerators, engines, and flares




b.

e Mobile combustion from fuel burned in the en-
tity’s transport devices, such as trucks, trains,
airplanes and boats

e Process emissions from physical or chemical
processes, such as cement manufacturing, petro-
chemical processing, and aluminum smelting

e Fugitive emissions, which are intentional and
unintentional releases, such as equipment leaks
from joints and seals and emissions from waste-
water treatment, pits, and cooling towers

Scope 2: Indirect GHG Emissions From the Genera-
tion of Imported or Purchased Electricity, Heat, or
Steam. Emissions that are a consequence. of the ac-
tivities of the entity, but which occur at scurces that
are owned or controlled by another entity. Scope 2
emissions are associated with erergy that is trans-
ferred to, and consumed by, the entity.

Scope 3: Other Indirect ¥ missions, including the
following:
e Employee business wravel

e Outsourced activities, contract manufacturing,
and franchigces

e Transperiadon by the vendor or contractor of,
for exaniple, materials, products, waste, and
empleyees

e _tuiissions from product use and end of life

e Employee commuting

e Production of imported materials

37. The practitioner should determine whether the proposed
scope of the engagement is appropriate and whether it cov-
ers one or more of the following:

a.

b.

Direct GHG emissions

Indirect GHG emissions associated with the genera-
tion of imported or purchased electricity, heat, or
steam

Other indirect emissions




38.

Some reporting programs may classify these emissions
sources differently than those noted in paragraph 36. The
practitioner should evaluate the potential for double-count-
ing of emissions and reductions, especially in instances of
indirect emissions and shared ownership or control. If the
practitioner has been engaged to report on an entity’s in-
direct emissions, especially those emissions for a supplier
not under the direct control of the entity, the practitioner
should consider whether he or she can obtain a written as-
sertion from the responsible party and obtain sufficient ev-
idence to form a conclusion. The practitioner also should
consider the availability or existence of data for emitting
sources not under the direct control of the entity.

39.

A baseline is the amount of the ertity’s emissions for a
specified base year against whieh.any future changes in
emissions are evaluated. Managcment should recalculate
the baseline, however, for ¢hianges in scope and boundar-
ies, subsequent acquisiticns, and sales or closing of emit-
ting sources. If the praceitioner is engaged to perform the
attest service at a datc.considerably later than the base
year, there may be differences in the quality of the data
and consistency of methodology between the base year and
the current year.

Objectiv: of the Engagement

GHG Inventory

40.

The criteria selected are used by the entity to measure and
present and by the practitioner to evaluate the specific
subject matter of the attestation engagement. It is antici-
pated that appropriate disclosures will be included in the
presentation, not just the quantity of GHG emissions for
a period of time. The presentation may include, or be ac-
companied by, other information that is not subject to the
practitioner’s engagement, such as the discussion of the
responsible party’s commitment and strategy, projections,
and targets related to its GHG emissions. Therefore, the
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42.

form of the conclusion will vary depending upon the infor-
mation presented under the selected criteria on which the
practitioner is engaged to report.

The practitioner’s objective for an examination of GHG
emissions information typically is to express an opinion
about whether

a. the entity’s schedule of GHG emissions is presented,
in all material respects, in conformity with the crite-
ria selected by the responsible party (see paragraphs
24-28), or

b. the responsible party’s written assertion about the
schedule of GHG emissions is fairly stated, in all ma-
terial respects, based on the criteria selected by the
responsible party.

The practitioner’s objective for a review of GHG emissions
information typically is to express a conclusion, based on
the work performed, about whether any information came
to the practitioner’s attention that-iridicates that

a. the entity’s schedule of GHG emissions is not pre-
sented, in all materiai-respects, in conformity with
the criteria selected by the responsible party, or

b. the responsible party’s written assertion about the
schedule of GIG emissions is not fairly stated, in all
materia! respects, based on the criteria selected by
the resnonsible party.

GHG Emission Reduction Information

43.

The practitioner’s objective in an examination of GHG
emission reduction information typically is to express an
opinion about whether

a. the entity’s GHG emission reduction information re-
lated to a specific project or on an entity-wide basis
is presented, in all material respects, in conformity
with the criteria selected by the responsible party, or

b. the responsible party’s written assertion about the
GHG emission reduction information related to a
specific project or on an entity-wide basis is fairly




stated, in all material respects, based on the criteria
selected by the responsible party.

44. The practitioner’s objective in a review of GHG emission
reduction information is to express a conclusion, based on
the work performed, about whether any information came
to the practitioner’s attention that indicates that

a. the entity’s GHG emission reduction information re-

lated to a specific project or on an entity-wide basis
is not presented, in all material respects, in confor-
mity with the criteria selected by the responsible
party, or

the responsible party’s written assertion about the
GHG emission reduction information related to
a specific project or on an entity~wide basis is not
fairly stated, in all material respects, based on the
criteria selected by the resporisipie party.

Examples of GHG Emission Reducé:n Projects

45. Examples of GHG emission reduction projects include, but
are not limited to, the folicwing:

Use of renewabi¢ energy systems, such as wind,
solar, and other low emission technologies, in place
of highercraission technologies

Change in processes to increase energy efficiency,
such as the installation and use of more energy-
“fticient equipment

Carbon sequestration: no-till farming; agricultural
grass and tree plantings

Change from more GHG-intensive fuels to less GHG-
intensive fuels (for example, from coal to natural gas
or nuclear power)

Recovery and use of agricultural and landfill methane
Improvement in the fuel efficiency of vehicle fleets

Reduction in venting or flaring on offshore oil pro-
duction platforms (installation of zero flare systems;
rapid response to unplanned events)




e (Cessation of operations at noneconomical plants and
transfer of production to more efficient plants

¢ Demand-side management projects

Prerequisite for Engagements Related to GHG Emission
Reduction Information

46.

47.

48.

As a prerequisite to performing an examination or review
of GHG emission reduction information, the practitioner
should obtain sufficient evidence about the entity’s GHG
emissions for the period in which the project took effect
to provide a reasonable basis for the conclusion that is ex-
pressed in the practitioner’s report on the GIHG emission
reduction information.

In some cases, one practitioner has report<d on an en-
tity’s GHG inventory, but another practitioner is engaged
to report on the entity’s GHG emission reduction informa-
tion. When the practitioner engaged to report on the GHG
emission reduction information is @<ciding whether he or
she may rely on the work of the other practitioner, the
practitioner may find it helpfai to consider the provisions
of AU-C section 600, Speeial Considerations—Audits of
Group Financial Statemenis (Including the Work of Com-
ponent Auditors) (AICPA, Professional Standards). Other
important considerations in this situation are the level of
assurance obtained by the other practitioner and the con-
sistency of thé assumptions and methods used to measure
the GHG emission reduction with those used to measure
the GHC 1aventory reported on by the other practitioner.
(See paragraphs 33 and 66).

Members of professions other than public accounting
are subject to their own professional requirements;
those requirements may differ from those of the public
accounting profession. When a non-CPA has provided
verification services (see paragraph 6) with respect to an
entity’s GHG inventory and the practitioner is engaged
to examine or review an entity’s GHG reduction, the
practitioner should perform procedures to obtain sufficient
evidence with respect to the entity’s GHG inventory as
part of performing the attest engagement to report on the
entity’s GHG emission reduction (for example, evaluating




the appropriateness of the methodology and any emission
factors used and whether the base year emissions were
adjusted if needed). The practitioner may find it helpful
to consider certain aspects of the specialist’s work in
accordance with AU-C section 620.

Written Assertion by the Responsible
Party

49.

A written assertion by a responsible party may be pre-
sented to a practitioner in a number of ways, such as in a
narrative description, within a schedule, or as part of a rep-
resentation letter appropriately identifying what is being
presented and the point in time or period of time covered.
An example of a written assertion on a GIi inventory is as
follows:

XYZ Company asserts that its schedule of GHG emis-
sions for the year ended Deccmuer 31, 20XX, is pre-
sented in conformity with {idesitify criteria selected by
the responsible party].

An example of a writte:xr.assertion on a GHG emission re-
duction project is asfoilows:

XYZ Company-reduced GHG emissions in connection
with project. AbC by 50,000 tons of CO, equivalents for
the year.ended December 31, 20XX, from its GHG emis-
sions in the prior year, based on [identify criteria se-
lected Ty the responsible party].

Agreement on Engagement Terms

50.

The practitioner should establish an understanding with
the client regarding the services to be performed. The un-
derstanding should include the objectives of the engage-
ment, management’s responsibilities, the practitioner’s
responsibilities, and the limitations of the engagement.
The practitioner should document the understanding in
the working papers, preferably through a written commu-
nication with the client, such as an engagement letter.




Planning the Engagement

51. Relevant information about obtaining an understanding
and other considerations when planning an examination or
review engagement typically includes the following:

Applicable to GHG inventories and reductions

The nature of the entity’s business and whether
the entity has operations, and, therefore, GHG
emission sources, in multiple locations and the
types of GHG emissions produced

The business purpose or reason behind emis-
sions measurements or emission reductions

The oversight of, and responsibility_for, emis-
sions information within the entity

The organizational and operatiénai boundaries
used for the emissions inventery:

Whether there have beern ainy mergers, acquisi-
tions, divestitures, sales ot emitting sources, or
outsourcing of functions with significant emis-
sions that may reowire adjustment of the entity’s
baseline

Whether all sigaificant sources of emissions have
been identiiied by the entity

The votential for double-counting of emissions
and. it applicable, reductions

When applicable, any regulatory framework(s)
(for example, state- or country-specific regula-
tions, permits, or operating licenses governing
emissions where the entity has operations) or
any requirements relevant to a voluntary com-
mitment to register or reduce GHG emissions

How GHG emissions have been calculated and
reported, including emissions factors and their
justification, and any assumptions on which esti-
mates are based

The protocols that were used for measurement of
emissions and whether they were used in a con-
sistent manner throughout the entity over the
period under examination or review




— Whether there is a need to use the work of a

specialist

— Whether the entity’s internal audit function is

relevant to the engagement

— Whether to obtain a legal letter (legal letters are

generally not obtained in a review engagement)

e Applicable to GHG reductions only
— The type(s) of emission reduction(s) (for in-

stance, a switch in fuel type or change in produc-
tion process) (see paragraph 33).

— Whether the emitting entity is required by a regis-

try or regulatory framework to engage an outside
specialist to evaluate the scientific'or engineering
basis for the proposed reductisa project (some-
times referred to as a validotion). Those rules
may further specify that the party evaluating the
science cannot be the caine party as the veri-
fier. When applicable,wnether another reputable
party has evaluated the science and found it to be
acceptable and the implications of findings in the
report.

Whether there are any ownership issues relating
to the GHG emission reduction credits to be
sold:(For example, in the case of a landfill, the
seller may own the landfill or have ownership
rights over the emission reduction by virtue of a
contract.)

Consideration of Internal Control Over Gathering and
Reporting GHG Emissions Data

52.

Paragraph .52c of AT section 101 states “the more effective
the controls over the subject matter, the more assurance
they provide about the subject matter or the assertion.”
For an examination engagement, obtaining an understand-
ing of internal control over gathering and reporting GHG
emissions data, including data assembly and data reten-
tion, assists the practitioner in assessing control risk and
planning the engagement. Relevant matters to understand
regarding internal control include the following compo-
nents of the entity’s internal control:




53.

e.

The control environment.

The information system, including the related busi-
ness processes, and communication of emissions-
reporting roles and responsibilities and significant
matters relating to emissions reporting.

The entity’s risk assessment process related to gath-
ering, processing, and reporting GHG emissions data.

Control activities relevant to the engagement. An
attest engagement does not require an understand-
ing of all the control activities related to each sig-
nificant type of emission and disclosure in the GHG
emissions schedule or to every assertion relevant to
them.

Monitoring of controls.

For a review engagement, obtaining an understanding of
the entity’s internal control over gatliering and reporting
GHG emissions data, including data zassembly and data re-
tention, may assist the practitioncr with

a.

identifying types oi potential misstatements in
the GHG emissions.statement, including types of
omissions, and-coasidering the likelihood of their
occurrence.

selecting the¢ inquiries and analytical procedures,
and otlier procedures if necessary, that will provide
a basia.ior reporting whether any information causes
the practitioner to believe

i. the entity’s GHG emissions statement is not pre-
sented, in all material respects, in conformity
with the criteria selected by the responsible
party, or

ii. the responsible party’s written assertion about
the GHG emissions statement is not fairly stated,
in all material respects, based on the criteria se-
lected by the responsible party.




Part of Attest Engagement Performed by
Other Practitioners

54.

If another practitioner is reporting on the GHG emissions
information for a subsidiary of the entity, that practitioner
also should follow the guidance in this SOP. The practi-
tioner who is engaged to report on the entity as a whole
should consider whether the practitioner for the subsid-
iary has the skill and knowledge required to conduct the
engagement. AU-C section 600 provides guidance on the
professional judgments the auditor makes when deciding
whether the auditor may serve as group engagement part-
ner and use the work and reports of component auditors
who have audited the financial statements of one or more
subsidiaries, divisions, branches, compon<nts, or invest-
ments included in the financial statemerits presented. The
practitioner who is engaged to report.on the entity as a
whole may find that guidance helpfi!l ‘when performing an
attest engagement on GHG emissiois, and another practi-
tioner is reporting on the GHG eniissions of a subsidiary or
other component of the client entity. Other relevant infor-
mation for the practition-r reporting on the subsidiary is
whether the subsidiary 15'using the same protocol, scope of
reporting, and bourdaries as the parent entity.

Attestation Risk

55.

56.

Attestation risk is the risk that the practitioner may un-
knowingly fail to appropriately modify his or her attest re-
port o1 the subject matter or assertion that is materially
misstated. It consists of (a) the risk (consisting of inherent
risk and control risk) that the subject matter or assertion
contains deviations or misstatements that could be mate-
rial and (b) the risk that the practitioner will not detect
such deviations or misstatements (detection risk).

Examples of causes of possible misstatements of GHG in-
ventory or GHG emission reduction information include
the following:

e Human error in calculations

e Use of incorrect emissions factors




e Omission from the inventory of emissions from one
or more emitting sources

e Omission from the inventory of one or more GHG
emissions (for example, omission of methane
emissions)

e Failure to properly account for leakage (for example,
when the entity has outsourced a major function that
accounted for a significant part of its GHG emissions
baseline but has not adjusted its baseline to reflect
such change)

e FKailure to appropriately adjust the baseline for events
such as sales or acquisitions of emitting sources

e [Existence of one or more significant denciencies in
the entity’s internal control over repcrting of emis-
sions information

¢ Double counting of an emissici-source within the
entity

Obtaining Sufficient Eviden<a

57.

58.

When conducting an exancination engagement, the prac-
titioner should accurmuiate sufficient evidence to restrict
attestation risk to a.i¢vel that is, in the practitioner’s pro-
fessional judgmeng, appropriately low for the high level of
assurance that may be imparted by his or her report. A
practitioner chould select from all available procedures—
that is, procedures that assess inherent and control risk
and restrict detection risk—any combination that can re-
strict attestation risk to such an appropriately low level.
(See paragraph .54 of AT section 101.)

In a review engagement, the objective is to accumulate
sufficient evidence to restrict attestation risk to a mod-
erate level. To accomplish this, the types of procedures
performed generally are limited to inquiries and analyti-
cal procedures (rather than also including search and
verification procedures). Nevertheless, there will be cir-
cumstances in which inquiry and analytical procedures
(a) cannot be performed, (b) are deemed less efficient
than other procedures, or (¢) yield evidence indicating




that the subject matter or assertion may be incomplete
or inaccurate. In the first circumstance, the practitioner
should perform other procedures that he or she believes
can provide him or her with a level of assurance equivalent
to that which inquiries and analytical procedures would
have provided. In the second circumstance, the practitio-
ner may perform other procedures that he or she believes
would be more efficient to provide him or her with a level
of assurance equivalent to that which inquiries and analyti-
cal procedures would provide. In the third circumstance,
the practitioner should perform additional procedures.

59. The procedures listed in the following table may be
performed, among others, in an examination or review
engagement of a GHG inventory or an emission reduction
to restrict attestation risk to an appropriate level for the
engagement:

Examination Review

a. Obtaining evidence about a. - 'nyuiring about how
how emissions were (- emissions were calculated
calculated and any underlying '~ and any underlying
methodologies, emission methodologies, emission
factors, and assumptions factors, and assumptions
used. used.

b. Evaluating the appiropriateness of techniques used to calculate
the emissions c¢r emission reduction, including how completeness
and uncertainty are addressed in those calculations (see
paragraphs ¢1-63).

¢. Determining whether there c. Inquiring about whether
have been any changes there have been any changes
in the protocol(s) used to in the protocol(s) used to
calculate emissions and, when calculate emissions and, when
applicable, determine whether applicable, about whether
a subsidiary uses the same a subsidiary uses the same
protocol. protocol.

d. Conducting site visits as considered appropriate. To obtain

adequate coverage of total emissions, particularly in an
examination, the practitioner may decide that it is appropriate to
perform procedures on location at a selection of facilities. Factors
that may be relevant to such a decision include

(continued)




Examination Review

e the nature of emissions at different facilities.

e the number and size of facilities and their contribution to the
entity’s overall emissions.

e whether facilities use different processes or processes using
different technologies. When this is the case, it may be
appropriate to perform procedures on location at a selection of
facilities using different processes or technologies.

e the methods used at different facilities to gather emissions
information.

e the experience of relevant staff at different facilities.

® varying the selection of facilities over time.

e. Determining whether there e. Inquiring about wiiether
have been any changes in there have beert any changes
baselines, such as sales or in baselines, such as sales or
acquisitions of operational acquisitiens of operational
facilities or subsidiaries. facilities or subsidiaries.

f. When applicable, obtaining f. Wheén zapplicable, inquiring

information about the about the frequency of meter
frequency of meter readings readings and calibration and
and calibration and ( + maintenance of meters.

maintenance of meters. !

9. Reading relevant contracts.

h. Tracing information t¢
supporting documents.

i. Inquiring about th2 existence of fraud or illegal acts or suspected
fraud or illegat 2cts affecting the entity involving (1) management,
(2) employees who have significant roles in the entity’s processes
and procedures relating to measurements of emissions in
conformity with the criteria specified previously, or (3) others
when the fraud or illegal acts could have a material effect on
measurements of emissions in conformity with the selected
criteria.

j. Inquiring about the nature of significant judgments and
estimates made by management and any uncertainties regarding
measurements; considering management’s process for, and
internal control over, developing those estimates; inquiring about
key factors and assumptions underlying those estimates; and
evaluating the reasonableness thereof.




Examination

Review

When applicable, tracing
emissions factors used to
recognized sources.

k. When applicable, inquiring
about the source of emissions
factors.

Determining whether
emissions factors have been
properly applied and whether
the underlying assumptions
are documented and have a
reasonable basis.

. Inquiring about whether
emissions factors have been
properly applied and whether
the underlying assumptions
are documented and have a
reasonable basis.

. Performing analytical procedures (for example, change in
amounts from the previous year, fluctuations in amounts during
the present year, and variation from an independent expectation

developed by the practitioner).

When applicable, comparing
emission data to records

of number of units sold or
produced for the period.

n. When applizenle, performing
analytical coinparisons of
emission data to number of
unit< sord or produced for the
period.

When applicable, confirming
details of the transaction(s)
(for example, quantity of
methane sold or purchased)
with the other party te.thic
transaction.

Inquiring about whecher
there have been any changes
in production ‘evels (lower
emissiens due to a drop

in production level might

not be permanent) and
obtaining evidence supporting
production levels.

p. Inquiring about whether
there have been any changes
in production levels (lower
emissions due to a drop in
production level might not be
permanent).

Inquiring about whether there have been any communications
from regulators concerning emission levels or noncompliance
with permits or regulatory programs.

(continued)




Examination Review

r. Obtaining supporting r. Inquiring about any emission
evidence for any emission reduction credits that are
reduction credits that are banked, purchased from, or
banked, purchased from, or sold to a third party (such
sold to a third party (such information may be included
information may be included in a public report on a GHG
in a public report on a GHG inventory).
inventory).

s. Obtaining and reading s. Inquiring about relevant
environmental (or information in environmental
Environmental, Health and or EH&S internal audit
Safety [EH&S]) internal audit reports and minutes of audit
reports and minutes of audit committee meetings (or other
committee meetings (or other relevant board coimmittees
relevant board committees to which the environmental
to which the environmental or EH&S internal auditors
or EH&S internal auditors report).
report).

t. Inquiring about whether there have been any subsequent
events that would affect the subject thatter or the assertion (see
paragraph 66).

u. Obtaining a legal letter when ;
considered appropriate
(for example, to address
[1] noncompliance with
regulatory programis
[emissions exceed permitted
amount], [2] wwr=rship of
credits, or [3] the existence of
any unasserted claims).

©. Obtaining written representations from management.

60. In a review engagement, the practitioner ordinarily is

not required to corroborate management’s responses to
inquiries with other evidence; however, the practitioner
should consider the reasonableness and consistency of
management’s responses in light of the results of other re-
view procedures and the practitioner’s knowledge of the




entity’s business and the industry in which it operates and,
as noted in paragraph 58, the practitioner may need to per-
form additional procedures.

Techniques to Calculate Emissions and Reductions

61.

62.

63.

Reductions are calculated by comparing the amount of
emissions from one period to another. For entities reporting
on a facility basis, this will usually be calculated annually.
For entities reporting on a project basis, the period may
vary depending on the nature of the project.

Measurement techniques include, but are not limited to,
the use of mass balance equations, emissions factors, stack
tests, and direct measurement of emissions, including con-
tinuous emission monitors.

For reductions calculated in comparisor s a base year, ad-
justments are evaluated to the base year based on struc-
tural changes with the entity’s crsanization and changes
in ownership or control of the aniitting source(s), or both.
(Mergers, acquisitions, sales-<{ emitting sources, outsourc-
ing of certain functions, and entering into joint ventures
would likely require adji:stment of the baseline.) Note that
adjustments of the bas¢tine based on organic growth or de-
cline are generally not appropriate.

Procedures Specific to GHG Emission Reduction
Engagements

64.

In adcition to the procedures described in paragraph 59,
procedures that may be relevant, among others, in an ex-
amination or review engagement of GHG emission reduc-
tion information are included in the following table:

Examination Review

Obtaining evidence of
significant changes in the
production process, switches
from one fuel type to another,
or other changes resulting in
the emission reduction.

Making inquiries about
whether there have been any
significant changes in the
production process, switches
from one fuel type to another,
or other changes resulting in
the emission reduction.

(continued)




Examination Review

b. Evaluating techniques used by the entity to calculate the
emission reduction (see paragraphs 61-63).

c. Inquiring about the reason or business purpose for the reduction
and considering the possible implications with respect thereto.
Consider obtaining from management a written representation
regarding the reason for the reduction project (see paragraph 30
on additionality).

d. Inquiring about whether there | d. Inquiring about whether there
are any permits applicable are any permits applicable
to the facility and, if so, to the facility and, if so,
examine the permit for factors about how they might bear
that may have a bearing on on the reduction project (for
the reduction project (for example, reductions that meet
example, reductions that meet other requiremernts cannot
other requirements cannot be transferred); consider
be transferred); obtaining a obtaining a-management
management representation represeniation specific to
specific to permits. permis.

e. When applicable, reading reports prepared by the seller for
purposes other than the sale of the € H(3 emission reduction
credits (for example, an emission report filed with a regulatory
agency) and checking for consiatency of information related to
the sale.

f. Agreeing or confirming detuils | £ If information is publicly
of GHG emission reduction available, comparing detail
credits with the relevant GHG of GHG emission reduction
registry. credits with the relevant GHG

registry.

Consideration of Subsequent Events

65.

Events or transactions sometimes occur subsequent to the
point in time or period of time of the subject matter being
tested, but before the date of the practitioner’s report, that
have a material effect on the subject matter and, there-
fore, require adjustment or disclosure in the presentation
of the subject matter or the assertion. These occurrences
are referred to as subsequent events. When performing an
attest engagement, the practitioner should consider infor-
mation about subsequent events that comes to his or her




attention. Although the practitioner has no responsibility to
detect subsequent events, the practitioner should inquire
of the responsible party (and his or her client, if the client
is not the responsible party) about whether they are aware
of any subsequent events through the date of the practitio-
ner’s report that would have a material effect on the subject
matter or the assertion. If the practitioner has decided to
obtain a representation letter from the responsible party,
the letter ordinarily would include a representation con-
cerning subsequent events. (Paragraphs .95-.99 of AT sec-
tion 101 provide additional guidance on the consideration of
subsequent events in an attest engagement.) Types of
events that may represent a subsequent event in the con-
text of an attest engagement on GHG emissions include the
following:

e Changes in baseline emissions due to events such
as acquisition or disposition of facilities, change in
number of shifts at a facility; er change in production
levels

* Destruction of the-tacility to which an emission

reduction relates

e In the case of 4 GG emission reduction, unplanned
or accidental release of sequestered carbon

e Investigations or regulatory actions related to
emissions

Adequacy of Disclosure

66.

The practitioner is required by AT section 101 to consider
the adequacy of disclosure of material matters. (See para-
graphs .70 and .76-.77 of AT section 101.) Examples of
matters that may be material include

e changes in the entity’s boundaries or emissions
calculation methodologies.

e mergers, divestitures, acquisitions, or closures.

e uncertainties in the measurement of GHG emissions
(see paragraph 32).




Representation Letter

67.

In an examination or review engagement, the practitio-
ner should consider obtaining a representation letter from
the responsible party. Written representations from the
responsible party ordinarily confirm representations ex-
plicitly or implicitly given to the practitioner, indicate and
document the continuing appropriateness of such repre-
sentations, and reduce the possibility of misunderstanding
concerning the matters that are the subject of the repre-
sentations. Examples of matters that might appear in such
a representation letter include the following:

a.

Management’s (responsible party’s) assertion about
the subject matter based on the criteria sclected

A statement acknowledging responsibliity for the
subject matter and, when applicable, the assertion

A statement acknowledging resyonsibility for select-
ing the criteria, when applicabie

. A statement acknowledging responsibility for deter-

mining that such crit<ria are appropriate for its pur-
poses, when the responsible party is the client

A statement ackiowledging ownership of the emis-
sions or emission reductions

A statement that all known matters contradicting the
assertion or presentation and any communication
fromi.regulatory agencies affecting the subject
matter or the assertion have been disclosed to the
practitioner

A statement regarding the absence of undisclosed or
unrecorded emission sources

A statement that knowledge of illegal acts, fraud, or
suspected illegal acts or fraud affecting the entity
involving (i) management, (ii) employees who have
significant roles in the entity’s processes and pro-
cedures relating to measurements of emissions in
conformity with the criteria specified previously, or
(iii) others when the illegal acts or fraud could have
a material effect on measurements of emissions in




68.

conformity with the selected criteria has been dis-
closed to the practitioner

i. A statement that management (responsible party)
has disclosed to the practitioner all significant defi-
ciencies in the design or operation of internal control
over its GHG inventory

J. A statement regarding the availability of all records
relevant to the subject matter

k. A statement that management (responsible party)
has responded fully to all inquiries made by the prac-
titioner during the engagement

l. A statement that any known events subsequent to
the period (or point in time) of the subject matter
being reported on that would have 2z material effect
on the subject matter (or, if appiicable, the asser-
tion) have been disclosed to th¢ practitioner

m. Other matters as the pracationer deems appropriate

n. Relevant to an emission reduction, a statement re-
garding the busin¢ss purpose of the emission reduc-
tion project

0. Relevant te ai: emission reduction, a statement that
the reduction is both real and additional to any
requirements

Appendix C includes an illustrative management represen-
taticr lotter.

When the client is not the responsible party, the practitio-
ner should consider obtaining a letter of written represen-
tations from the client as part of the attest engagement.
Examples of matters that might appear in such a represen-
tation letter include the following:

a. A statement regarding whether the client is aware of
any matters that might contradict the subject matter
or the assertion

b. A statement that all known events subsequent to the
period (or point in time) of the subject matter being
reported on that would have a material effect on the




69.

subject matter (or, if applicable, the assertion) have
been disclosed to the practitioner

c. A statement acknowledging the client’s responsibil-
ity for selecting the criteria, when applicable

d. A statement acknowledging the client’s responsibil-
ity for determining that such criteria are appropriate
for its purposes

e. Other matters as the practitioner deems appropriate

If the responsible party or the client refuses to furnish all
written representations that the practitioner deems neces-
sary, a scope limitation exists, and the practitioner should
consider the effects of such a refusal on his or her ability
to issue a conclusion about the subject mattér. in an ex-
amination, if the practitioner believes that the represen-
tation letter is necessary to obtain sufficient evidence to
issue a report, the responsible party’s or the client’s refusal
to furnish such evidence in the formi of written representa-
tions is sufficient to preclude an waqualified opinion and is
ordinarily sufficient to cause-t:e practitioner to disclaim
an opinion or withdraw froi1 an examination engagement.
However, based on the nature of the representations not
obtained or the circumsiances of the refusal, the practitio-
ner may conclude,in-an examination engagement, that a
qualified opinion.is‘appropriate. Further, the practitioner
should consider the effects of the refusal on his or her abil-
ity to rely a1 other representations. When a scope limita-
tion exicts.in a review engagement, the practitioner should
withdraw from the engagement. (See paragraph .75 of AT
section 101.)

70.

AT section 101 permits the practitioner to report either
on the written assertion or directly on the subject mat-
ter to which the assertion relates. However, as stated in
paragraph .66 of AT section 101, if conditions exist that,
individually or in combination, result in one or more mate-
rial misstatements or deviations from the criteria, the prac-
titioner should modify the report and, to most effectively




71.

72.

73.

communicate with the readers of the report, should ordi-
narily express his or her conclusion directly on the subject
matter, not on the assertion.

The report may contain a paragraph emphasizing measure-
ment uncertainties, such as the following:

As described in footnote X, environmental and energy
use data are subject to measurement uncertainties re-
sulting from limitations inherent in the nature and meth-
ods used for determining such data. The selection of
different but acceptable measurement techniques can
result in materially different measurements. The preci-
sion of different measurement techniques may also vary.

When the measurement methods, and the application
thereof, have not been consistent from period o period, the
practitioner should consider whether te-modify the practi-
tioner’s report. The form of the modification depends on
the circumstances (for example, whether the presentation
or management’s assertion appropriately disclose those
facts or whether prior periods,.if presented or used in the
calculation of a reduction «re restated). If the responsible
party (that is, in most ¢ases, the client) does not appro-
priately restate the baceiine and prior period(s) inventory
for a material change, the practitioner should include an
explanatory parazraph in the practitioner’s report describ-
ing the lack et consistency and should express a qualified
or adverse ¢pinion in an examination report or a modified
conclusitn'in a review report due to a departure from the
criteria;f the responsible party does appropriately restate,
the practitioner should consider including an explanatory
paragraph (following the opinion or conclusion paragraph)
in his or her report that refers to the change in the mea-
surement methods or application.

When the practitioner is engaged to report on GHG emis-
sions of one or more particular locations or subsidiaries or
on reductions related to one or more specific projects, the
report may include a paragraph stating that the practitio-
ner was not engaged to examine or review the entity-wide
emissions or reductions and, accordingly, the practitioner
is not expressing any form of conclusion on such entity-
wide information.




74.

75.

76.

7.

78.

When the trading program or GHG registry contains spe-
cific materiality requirements that are more stringent than
those of AT section 101, the practitioner may include a ref-
erence to those requirements in the attest report.

AT section 101 requires the report on an attest engagement
to contain a statement of management’s responsibility
for the subject matter or the assertion. The statement
of management’s responsibility may also address
management’s responsibility for selecting and adhering to
the criteria used.

[lustrative reports for the following are included in the ap-
pendixes noted:

e Appendix D: Examination of an entity’s GHG emis-
sions information for a period of time

e Appendix E: Examination of an entity’s GHG emis-
sion reduction information

e Appendix F: Review of an €imity’s GHG emissions
information for a period af time

e Appendix G: Review' o' an entity’s GHG emission
reduction informaticn

The practitioner, in his or her attest report, may refer
to the report of another practitioner under the following
circumstances:

e When reporting on an attest engagement on GHG
emricsions and another practitioner has reported on
the GHG emissions of a subsidiary or other compo-
nent of the client entity

e When reporting on an attest engagement on an emis-
sion reduction and another practitioner has reported
on the entity’s GHG inventory for the prior period

See example 3 in appendix D and appendix F in this SOP,
respectively, for an example examination and review re-
port that refers to the report of another practitioner.

The practitioner reporting on the emission reduction
would only be able to make reference to the report of the
practitioner reporting on the GHG inventory information




if both practitioners are reporting at the same level of as-
surance on emissions information for the same emission
source(s) addressed by the reduction project. For example,
in an emission reduction engagement

e if practitioner A reported on an examination of
GHG inventory for Plant X for which practitioner B
is reporting on an examination of the emission re-
duction, practitioner B may divide responsibility by
referring to the work of practitioner A in his or her
report. However, if practitioner A reported on an ex-
amination of the company’s GHG inventory for its
nationwide operations taken as a whole, practitioner
B, who is reporting only on an examination of the
reduction project at Plant X, would need to perform
sufficient additional procedures ornvhe GHG inven-
tory at Plant X and would not refer to the work of
practitioner A in his or her revoit.

e if practitioner A reported-on a review of GHG inven-
tory for Plant X for which practitioner B is reporting
on an examination ¢i the emission reduction, practi-
tioner B would nezd to perform sufficient additional
procedures on the GHG inventory at Plant X and
should not refer to the work of practitioner A in his
or her report.

Attest Documentation

79.

Paragraphs .100-.107 of AT section 101 set documenta-
tion requirements. The practitioner should be aware that
the GHG registry or regulatory program relevant to the at-
test engagement may have set additional documentation
requirements for those providing assurance on GHG emis-
sions inventories or reductions (sometimes referred to as
verifiers).

Effective Date

80.

This SOP is effective for reports on GHG emissions infor-
mation issued on or after September 15, 2013. Early imple-
mentation is permitted.




