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Introduction
Reporting of sustainability information and
greenhouse gas (GHG) emissions is about
building trust. You are trying to provide
information to your stakeholders which will
allow them to make effective decisions. The
greater the level of stakeholder trust in your
organisation’s processes and data, the greater
the level of comfort they will have in making
those decisions. In order to reinforce this
decision process many companies seek third
party assurance, effectively increasing the
credibility of their publically reported
information.
The King Code of Governance for South Africa
2009 (King III) underlines the importance of
sustainability reporting and assurance by
enshrining it in our nation’s Governance Code.
Principle 9.2: Sustainability reporting
and disclosure should be integrated
with the company’s financial
reporting.
Principle 9.3: Sustainability reporting
and disclosure should be
independently assured
– 9.3.1: General oversight and
reporting of sustainability should be
delegated by the board to the audit
committee.
– 9.3.3. The audit committee should
oversee the provision of assurance
over sustainability issues.

Disclosure Indices. This is significant as the
CDP is one of the major reporting
programmes in South Africa and it represents
the interests of investors, a key stakeholder
group to any company. If investors think
assurance is critical to your communication
then it is likely something you should be
considering.
Furthermore, as awareness of the materiality
of sustainability and climate change issues
increases, the complexity and cost of
management responses also increases. As a
consequence, management committees place
a greater level of reliance (trust) on the data
they are using to make decisions. Assurance
therefore provides an additional level of
comfort to internal decision makers and
allows them to better understand how to
effectively mitigate identified risks.
The outputs of a good assurance process are
twofold:




An assurance opinion included in your
integrated report that provides comfort
to stakeholders reading the report
A management report that identifies
areas of accounting and reporting
weaknesses allowing annual, incremental
improvement in company processes

Furthermore, some mandatory and voluntary
GHG programmes emphasise the need for
assurance by including them within their
reporting frameworks. For example, the CDP
recommends assurance/verification of climate
change data and allocates significant
performance and disclosure points to
verification in the CDP Performance and
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Box 1: 1st party and 3rd party assurance
Assurance can and should be provided by two parties, your internal audit department and an
external and independent assurance provider. Your internal audit team, who are employees of your
company, are 1st party and the external, independent provider are referred to as 3rd party. The
external provider must be independent.
Typically 3rd party assurance is conducted once a year and the benefit to the company accrues
through the additional comfort to your stakeholders from someone, who has no interest in your
organisation, confirming your data and processes are correct. Furthermore when making
recommendations to management you will benefit from your 3rd party assurance provider sharing
experiences from similar organisations as well as their wide experience within other sectors.
However because 3rd party assurance is often only conducted once a year its support to decision
making is limited. Also, a 3rd party assurance provider will find errors long after they have been
made and after that information may have already been used to make a specific decision.
In this context 1st party assurance brings a lot of value. It allows you to monitor controls and data
gathering throughout the year and spot errors early. Decisions are therefore based on more reliable
data. An especially important consideration is that effective implementation of 3rd party assurance
can rely on the work of internal audit with a potential positive impact on 3rd party assurance costs.
This thinking is echoed in King III.
7.2. Internal audit should perform the following functions:
7.1.2.2 perform an objective assessment of the effectiveness of risk management and the internal
control framework
7.1.2.3. systematically analyse and evaluate business processes and associated controls;
7.3. Internal audit should provide a written assessment of the effectiveness of the company’s system
of internal controls and risk management
7.3.1. Internal audit should form an integral part of the combined assurance model as internal
assurance provider.
7.3.2. Internal controls should be established not only over financial matters, but also operational,
compliance and sustainability issues.
7.3.3. Companies should maintain an effective governance, risk management and internal control
framework.
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However many companies find the
assurance/verfication process mystifying and
selecting and managing an assurance provider
challenging. The NBI often gets requests for
supporting the selection of a service provider
and are not able to recommend a specific
provider, especially as we could be considered
conflicted as some providers are NBI
members.
We get these requests for the following
reasons:


the company is still building the
expertise to develop their GHG
emissions footprint and do not feel
confident to select a provider;







the company does not have the audit
expertise to understand on what basis
they should select a provider;
the company is seeking audit services
for the first time and do not know the
landscape of providers; and
the company does not know what to
expect or what they can demand from
a service provider.

While we cannot easily participate in a
selection process the NBI feels that there is a
need for a primer on the assurance process
and selecting an assurance/verfication
provider. Below are some thoughts to get
your company started in identifying an
assurance provider.
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Rise in assurance by companies in South Africa
As companies begin to use their sustainability
data in decision-making, there has been a
concurrent realisation of the benefits of and
an increase in third-party assurance.
Furthermore as Directors are signing off
Integrated and Sustainability Reports that are
published in the public domain can be
substantiated as it is a huge reputational issue
if something is found to be incorrect later qualitative or quantitative.
CDP has emphasised the importance of
verification as they have seen a growing
demand for reliable data from investors,
businesses and governments. CDP encourages
companies to verify submitted data. While it
is not a requirement for submission to the
CDP, they promote it through the scoring
methodology, up to 17% of the total
performance score.
Both the Global 500 and the JSE 100 CDP
responses have seen a progressive
improvement in the number of companies
assuring their GHG data. In the 2013 JSE 100
CDP, 48 companies (61%) have emissions
verification complete or underway for Scope 1
and 2 emissions, up from 37 (49%) in 2012
and 35% in 2011. Figure 1 illustrates the
growing number of companies verifying their
Scope 1 and Scope 2 emissions in all sectors
from 2011 to 2012. An increase in the number
of companies verifying emissions is also
reflected in the Global 500 CDP, where in
2013 61% of companies have emissions
verification complete or underway, up from
49% in 2012. This increase in verification of
CDP reporting companies shows a growing
trend in companies recognising the
importance of verification and assurance.

Figure 1: Percentage of JSE 100 companies verifying
scope 1 and 2 emissions (2011 & 2012) (CDP JSE 100,
2012)

According to the 2013 Integrated Reporting
and Assurance Services (IRAS) review on
sustainability reporting in South Africa (IRAS,
2013), the number of companies assuring
their sustainability reports increased from 20
in 2008 to 57 in 2012.
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The role of internal teams and the need for an assurance strategy
Investors and other stakeholders increasingly
expect assurance of GHG emissions and
sustainability data, especially as climate
change and environmental issues rise in
importance to society and as they become
more prominent in companies’ risk registers.
However stakeholders understand that data
and assurance of that data is really the output
of sophisticated processes and that you need
to implement internal systems to enable
effective assurance. As a result they are not
expecting a perfect performance from the
very start and will accept an assurance
strategy or road map based on an assessment
of the materiality of the risks faced by your
organisation.
Managing an assurance engagement is
complicated only in that it comes with its own
set of terminology and jargon. What follows

Year 1:
Pre-assurance

Year 2:
Internal Assurance

Year 3:
Limited external
assurance

Year 4:
Reasonable
external assurance

is therefore a very brief, somewhat simplified,
description of an assurance engagement
process that will hopefully allow you to
engage with your board audit committee,
your internal audit team and your assurance
provider.
The target audience of this document is
therefore sustainability managers in South
Africa who are starting out on the assurance
journey and who seek some confidence in how
to approach appointing an assurance provider
and managing the assurance engagement.
Figure 2 provides a basic outline of steps you
could include in your assurance roadmap.
When starting out, the first two years are very
important to identify material sustainability
risks and relevant indicators, as well as
developing a reporting framework.

• Develop a Sustainability Reporting Framework - identify sustainability risks
• Develop a risk management approach - work with internal audit and risk committee to
determine most material risks
• Identify indicators that would best represent the nature or magnitude of the risk
• Develop an assurance strategy

• • Conduct an internal gap analysis against GRI Principles and AA 1000 APS and
• implement recommendations.
• • Write first Integrated Report
• • Get internal assurance on selected data and indicators

• Implement recommendations of internal assurance
• Write second Integrated Report
• External assurance – limited

• Implement recommendations from external assurance
• Write third Integrated Report
• External assurance – reasonable

Figure 2: Suggested road-map for assurance and reporting
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The first thing to note is that you are
ultimately managing the assurance
engagement on behalf of the Audit
Committee. The data is being verified
because companies use this data to make
decisions and these decisions are typically
made at the level of the board and Audit and
Risk committees. Although it is likely that this
information will also be used by all other
committees of the board, including
Nominations and Remunerations, Social and
Ethics, Sustainability and Transformation and
Human Resources. It is therefore primarily a
governance function and as a result we can
turn to King III (2009) for support.
3.4.3. The audit committee should review
the disclosure of sustainability issues in the
integrated report to ensure that it is
reliable and does not conflict with the
financial information.
3.4.4. The audit committee should
recommend to the board to engage an
external assurance provider on material
sustainability issues.
3.9. The audit committee is responsible for
recommending the appointment of the
external auditor and overseeing the
external audit process.
It is therefore critical that you involve the
audit committee in determining the scope of
assurance required, appointing the service
provider and signing off on the work done.
This is important from a governance
compliance point of view but practically
speaking the people who sit on these
committees will have the necessary audit
skills to support you.
Typically the Audit Committee will delegate
much of this work to the internal audit
function. This makes sense as internal audit
have the necessary skills to support you from

a controls and process perspective (more on
this later) but they are also the arbiters of
controls implemented throughout the year to
ensure data is accurate. The effective
involvement of internal audit in sustainability
assurance processes is very important as it
means you can access data during the year
that’s be assessed internally and you have
more accurate data to be used for annual
reporting and decision-making. This has the
consequence of cheaper third-party assurance
engagements as the external assurance
provider will find more comfort with the
controls in place and have to do less
substantive testing.
King III has the following to say:
7.3.2. Internal controls should be
established not only over financial matters,
but also operational, compliance and
sustainability issues.
It is therefore critical that you involve
internal audit in the planning and execution
of an assurance engagement as well as in the
design and implementation of controls put in
place to ensure accurate data. Their
involvement should therefore be continuous
throughout the year and internal audit are
normally an excellent source of support.
If your company’s internal audit department is
not involved, or your audit committee does
not request them to be involved, then this is
an excellent opportunity to engage with them.
No organisation is perfect and even those
companies who have the active interest and
involvement of the audit committee and
internal audit departments have much to
learn. For example, people in internal audit
teams often do not have the background to
understand carbon emissions, particularly if
the emissions are from complex chemical
processes. You will need to work together to
combine the assurance expertise and the
6
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technical expertise that may be distributed
around your organisation.
You will need a plan to work out how to
integrate the assurance into your reporting
processes. This assurance strategy or road
map is a critical internal document as well as
the basis for transparency with stakeholders.
No stakeholder expects an instant, perfect
solution (except perhaps in the instance
where you markedly lag behind your industry
peers). Most investors will be satisfied if you
have a sufficiently thought through plan for
which indicators you would like to assure, to
what level and how you will integrate internal
audit and governance processes. Indicators
allow to you understand where you are and
track progress or change based in a set more
measures implemented. Ratio indicators,
which provide information on relative
performance over time are often used for
GHG emissions, such as GHG emissions per
employee. The indicators you choose must be
relevant to your company.
You should disclose your assurance strategy
or road map in your integrated report. This
will convey to your stakeholders that you
have given the issue adequate thought.
Given that you will have a limited budget this
plan must allocate resources for maximum
benefit.
Back to King III principles:

2.2. The board should appreciate that
strategy, risk, performance and
sustainability are inseparable.
3.4.1. The audit committee should have
regard to all factors and risks that may
impact on the integrity of the integrated
report.
3.7. The audit committee should be
responsible for overseeing of internal audit
As a consequence, one of the first things you
will work on with your audit committee,
internal audit and risk committee is which
sustainability risks are most material (which if
omitted or misstated could influence actions
taken by decision-makers). Then which
indicators give you some sense of the nature
and magnitude of the risk as well as the
effectiveness of your management of that
risk. You will then want to match your
assurance to the most important indicators.
Your choice of indicators to assure will be
primarily impacted by the materiality of the
indicator, but will also be impacted by
whether or not you can provide data for that
indicator. You do not want to be in the
situation where you assure an unimportant
indicator because it’s easy to get the data but
ignore a risk that is fundamental to your
business – investors in particular will look at
this with caution. (See Box 2: A material
misstatement)

Box 2: A material misstatement?
Occasionally we hear the logic of “if the point is to be conservative about my data why don’t I just
multiply my calculated number by 1.5. Then I know that the number I report will be an
overstatement”.
Obviously for management decision making you would want accurate data; and for some indicators
an understatement or overstatement could lead to a wrong decision. Information is therefore
material if its misstatement, inclusion or exclusion would influence any decisions or actions taken by
its users. A material discrepancy is therefore an error, omission, or misstatement that results in a
reported quantity or statement being significantly different from the true value or meaning.
7
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Typically a material discrepancy is identified through the use of a material threshold (the point at
which a discrepancy becomes material). This is typically 5% of the total inventory in the case of a
GHG disclosure. However some GHG programs or national verification standards may have specific
material thresholds.
If the inherent risk of misstatement is low and
You must match the indicators you assure
the data input into decision making processes
is in quite broad ranges it may be appropriate
with the significance of the risk it supports.
to seek limited assurance. It still means that
Once you have a list of indicators you wish to
qualified individuals have looked over your
assure you will need to decide what level of
data and process and provided a conclusion.
assurance is required for each. There are two
primary options – limited and reasonable
Ensure the level of assurance provides an
appropriate level of confidence in the data.
assurance.
If the data is critical to decision making then
Effectively a reasonable level of assurance
consider reasonable assurance.
requires more effort and any conclusions are
phrased in a positive form. In this case, the
You will need to work with your internal audit
assurance provider is confident that all of the
team to establish a set of controls and test the
data and statements in the report are free of
adequacy of the controls used to ensure
misstatement. Limited assurance requires
accurate data. Internal audit should check
less effort from the assurance provider and
your control effectiveness and do some
there is reduced risk of material misstatement
substantive testing regularly during the year –
but not as much as would be the case in a
with the frequency of the testing determined
reasonable assurance engagement. Typically
by the inherent error or variability in the data
the conclusion of the assurance provider in
in combination with the importance of the
limited assurance is expressed in a negative:
information (see Box 3: Control Testing and
Nothing has come to our attention that would
Substantive Testing).
lead us to conclude that the information is not
You will need to work with internal audit to
correct. ISAE 3000, a standard used by the
design a set of controls appropriate to your
audit profession, explains limited assurance as
data and data gathering processes as well as
“The set of procedures performed in a limited
an internal audit frequency. This is an
assurance engagement is limited compared
important part of your assurance strategy –
with that necessary in a reasonable assurance
especially as you may need a year or two
engagement but is planned to obtain a level
familiarising yourself with audit processes
of assurance that is meaningful to the
and terminology and familiarising your audit
intended users.”
team with sustainability processes and
It is not true to say that limited assurance is
terminology.
“negative assurance” or that it is not valuable.
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Box 3: Control Testing and Substantive Testing
Managing a lot of data is complicated and fraught with potential sources of error. By establishing
controls (or checks) we are able to minimise the chances of errors being introduced. Let’s consider a
simple process of purchasing electricity for your company. You could take the utility invoice every
month and type it into a spread sheet. At the end of the year you sum the column in the spread
sheet and have your total. This is an example of a process with few controls and there are a number
of sources of error. For example the invoice could be incorrect (in reality many months are
estimated) and who is checking that the invoice amount was transferred correctly to the spread
sheet. Also who is checking that the invoices captured cover all of your operations (a concept called
completeness). Consequently you can improve the accuracy of the data by introducing controls.
You could install meters that measure your company’s electrical energy use. You can then compare
the energy invoice from the utility against your own internal measurement. This will pick up errors
as they arise and can then be more easily rectified. You could then do a trend analysis each month
on the data in the spread sheet against your expected usage (built up from years of experience and
tracking) against the previous month’s usage and the actual current usage. This could pick up
another set of errors, particularly large user capture errors. To manage completeness you could
compare the buildings covered by the utility invoice against the asset register of your organisation.
Controls therefore increase the likelihood that the information you are disclosing is correct. They
are a very good thing and your internal audit team will have experience of controls across a range of
issues.
In order to test if the controls are working you might want to do some substantive testing. You
might want to take a sample of invoices and follow them through all the processes they are subject
to in order to see if they are captured correctly throughout the process. Obviously if you find errors
your controls are not helping. If you have less faith that your controls are working you might want
to do more substantive testing.
Some companies find it useful to outsource
the internal audit function for a few years to
an experienced firm. This process enables a
quicker implementation of effective systems
as well as providing an easier transfer of
knowledge from the consulting firm to your
internal audit and sustainability teams. There
is no expectation of publishing an opinion in a
public report and therefore this outsourced
service although externally provided is still an
internal audit.

We refer you to a report released by the NBI
in January 2013 that related 3 case studies of
how differing companies experience the
voluntary sustainability journey. This also
describes their experiences in relation to the
transition between consultants, internal and
external audit providers. The report is titled
“The benefits of voluntary greenhouse gas
accounting in the context of mandatory
reporting – a narrative case study” and is
available on the NBI website
(www.nbi.org.za).
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Selecting an external assurance provider
You are now ready to engage with an external
auditor. If you engage with an external
auditor too early you risk a qualified
statement. A qualified statement is where
the assurance provider is forced to conclude,
in a public statement in your integrated
report, that they cannot be sure the
information provided is correct. Obviously
this is something you want to avoid so it is
critical that you make sure your internal
processes and controls are robust before you
seek external assurance.
Working with your audit committee you
should be able to put together a terms of
reference that disclose which indicators you
would like assured and to which level of
assurance (limited or reasonable). This will

ensure that you get comparable quotes from
prospective service providers and that you
will get a service you actually want and need.
A key question we are often asked is “How do
I know the assurance provider bidding for the
work is capable?” Sadly, there is no way to
outsource your fiduciary responsibility of
managing the assurance process. Your
company alone is responsible for the quality
of the data and you therefore need to make
an effort to understand assurance processes
and what the benefits are. You must know
enough, working with your audit committee,
to make a reasonable choice on the
competence of the provider (see Box 5: Prevetting of assurance providers).

Box 4: Take advantage of NBI training done in conjunction with the WRI
The NBI with support from the World Resources Institute seeks to assist companies to build capacity
in measuring, reporting and verifying their Greenhouse Gas (GHG) Emissions. One aspect of this
programme is to hold regular workshops on the GHG Protocol: A Corporate Accounting and
Reporting Standard and the Corporate Value Chain (Scope 3) Accounting and Reporting Standard.
The workshops aim to provide companies with the skills and tools to measure their GHG emissions,
which in turn also equips attendees with some background knowledge needed to assist them with
asking the right questions when choosing a service provider. There is also a session that is specific to
verification providing companies with some guidelines and tips to look for when choosing a service
provider. Much of the value gained from the workshops is also through sharing of company
experiences and there is plenty of discussion which allows companies from various sectors to learn
from the experiences of others.
If you have any queries about participating in these workshops please contact Zarina Moolla on
moolla.zarina@nbi.org.za or Steve Nicholls on nicholls.steve@nbi.org.za.

10

Selecting an Assurance Provider – an Assurance Primer

Box 5: Pre-vetting of assurance providers
There are some documents to read that will provide you with further insight when choosing an
assurance provider.
In 2013 the South African National Accreditation System (SANAS) introduced a programme to
accredit companies for GHG validation and verification. The ISO 14065 is used as the South African
Standard to create consistency and comparability with international practices. The aim of the SANAS
process is to reduce the risk to companies seeking assurance providers, by ensuring that verification
and validation providers have the right skills and competencies to carry out acceptable verification.
SANAS accreditation requires verifiers to ensure that their team have the technical expertise
required for a specific sector, including an understanding of emission sources and sinks, as well as
auditing expertise, such as controls, systems and process experience. Furthermore, the process
provides an avenue where complaints can be submitted for non-complying companies. As it is a new
process, its impact is still unknown and uptake of service providers obtaining accreditation has been
slow. For more information the ‘SANS 14065:2007 Greenhouse gases – requirements for
greenhouse gas validation and verification bodies for use in accreditation or other forms of
recognition’ can be bought on the South African Bureau of Standards (SABS) website:
http://www.store.sabs.co.za/sans-14065-2007-ed-1-00.
The Integrated Reporting and Assurance Services (IRAS) publishes an annual review on sustainability
reporting in South Africa, which includes a section on independent third party assurance. The report
provides a useful assessment of which service providers companies are using to assure their
sustainability data and also illustrates which indicators companies are assuring (Table 1). When
starting out in selecting an assurance provider this report will be useful in determining who provides
assurance and which provider is assuring which company, which can be useful when trying to
identify assurance providers that have prior experience relevant to your sector
(http://www.iras.co.za/frmResearch.aspx#).
Table 1: South African companies and their assurance providers for 2012 (IRAS, 2013)
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If you are reporting to a reporting programme, such as the CDP, the standard that you use must also
be acceptable to that programme. CDP encourages responding companies to verify their data
through its scoring methodology and also provides companies with a White Paper on ‘Verification of
Climate Data’ that highlights the importance of verification and assurance and provides further
guidance on the topic. The CDP website also provides responding companies with a list of standards
that are accepted by the CDP. For more information: https://www.cdp.net/enUS/Respond/Pages/verification-standards.aspx
While the above reports and White Papers provide you with some guidance on choosing a service
provider, some of the most valuable information you can get is by talking to peers in other
companies and learning from their experiences.

An additional challenge is cost. We are often
asked “What is a fair price for an assurance
engagement?” with company representatives
baulking at quotes they have received. This is
not an easy question to answer with costs
varying according to the size and complexity
of your company and emissions sources; the

level of assurance; whether you are
continuing with the same verifier or
employing a new one; the verifier’s access to
activity data and calculation methodologies;
how well-documented your data and controls
are and local verification market trends.

Box 6: Are desk top reviews OK?
Some companies will offer you a desk top review. It is unlikely that such a process will provide the
necessary level of robustness. You want your assurance provider to have a good sense of how your
organisation functions and how misstatement risk could be introduced. As a result most assurance
providers will want to be present in your organisation and meet people involved in the process. In
order to understand the effectiveness of controls the assurance provider will need to see them in
action and will often visit the site or a sample of sites. They can then visually assess potential risk
areas and investigate non-head office controls. Site visits are an important part of the assurance
process and should not be discouraged.
Obviously if you are a large multinational
company the extent of your global operations
and the footprint of your verifier will be a key
cost determinant – as will be the verifier’s
capacity to provide sufficient staff over a
longer period (cash flow) to complete a large
assurance engagement. There can also be a
significant difference in overheads and profit
margins between small and large firms.
However in most cases the key determinant
of cost is the experience and knowledge of

the individuals assigned to your engagement
team. Ultimately you get what you pay for.
Key to this is the debate around the issuance
of a management report or letter (see Box 7).
Revisiting our early discussion, much of the
value in an assurance engagement is the
opportunity to learn from experienced
verifiers who have seen controls and
processes across similar companies, your
competitors and companies in entirely
different sectors. A good assurance provider
should be both a technical expert as well an
12
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assurance expert and the input they can
provide you in understanding control
weaknesses and potential improvements is
invaluable. When considering the cost you

want to be thinking about the expertise of the
people behind the management report/letter
– you may find you pay more for the best
advice.

Box 7: Management report: conflict of interest debate
Many companies state that the most value-add from the assurance process is the management
report that the assurance provider gives the company. The management report provides a detailed
description of the findings from the assurance process and provides recommendations to companies
on how to strengthen internal controls, data management processes as well as systems and
procedures, in order to improve reporting and data quality.
While the management report is a pivotal part of the assurance process, some assurance
stakeholders have raised concerns around the management report representing a potential conflict
of interest. SANS/ISO 14065:2007 states that ‘The validation or verification body shall not offer
products or services that pose an unacceptable risk to impartiality.’ A conflict of interest can arise if
the assurance provider actually implements the recommendations in the management report and
then assures the recommendations they implemented in the following year, as this will result in the
assurance provider assuring their own work, a clear conflict of interest. If however the assurance
provider just provides the company with findings and recommendations and leaves it up to the
company to implement them, it is commonly held that this would not pose a conflict of interest. The
issuance of advice is common in financial audits and your audit committee should be able to guide
you here.
Given the critical importance of the skills
assigned to your engagement team the onus
is on you to interview the proposed
engagement team. Don’t be shy to do this.
While the independence of an assurance
provider is very important they are still
ultimately a service provider. You have a right
to challenge their team selection and their
methodology and approach and you should.
Make sure that the lead auditor has the
necessary experience and knowledge and that
each team member is adequately qualified. In
addition the engagement leader and team
members should have an understanding of
your sector – especially from a technical point
of view. If they don’t know your sector they
may miss key emissions sources and not be
able to give you quality advice.
In addition to the skills embedded in the
proposed engagement team you also need to

understand the assurance standards applied.
As already mentioned the CDP publishes a list
of standards that are acceptable to them at
https://www.cdp.net/enUS/Respond/Pages/verificationstandards.aspx.
Assurance standards can be divided into two
broad groups, verification and technical, and
you will want to check that the provider is
applying one of each.
A verification standard sets out the rules for
an assurance engagement, describing the
skills required, the process of assurance, how
you assess materiality and lays out the
principles of verification (for example
comparability, completeness and reliability).
This is the standard that in general informs
the auditing side of the engagement and is as
important as a technical standard. Typical
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standards in use in South Africa are ISAE 3000
and AA 1000 AS.

principle based assurance and Type 2 refers to
both a principle based and data assurance.

The second set of standards is the technical
standard against which you are assessing the
data. In other words does your approach to
measuring and reporting on that specific
indicator make scientific sense? In South
Africa the most commonly used technical
standards are the WBCSD/WRI GHG Protocol
and the ISO14064-1 to 3 standards.
If your assurance provider proposes using a
standard you are not familiar with you
should investigate its legitimacy.
Assurance should also not just check the data
but the qualitative and quantitative claims
that are made in the report that relate to that
data. This brings us to the final concept we
should get to grips with when thinking about
assurance – the type of assurance.
You can assure just data or you could try to
get confidence in your having applied
sustainability reporting principles correctly
and that you have reported data on your most
material risks. The principle based assurance
is something you would have to work towards
but it is highly recommended. The assurance
of just a data point only gives comfort to a
reader about that specific indicator. Whereas
a principles based assurance might give
comfort over whether the data is complete, or
that you have adequately included
stakeholder views. It gives a level of comfort
to the reader that your overall approach is
valid.
Typically data and principle assurance
terminology will be used by service providers
recommending the ISAE 3000 standard. If
your service provider is recommending the AA
1000 Assurance Standard then they will use
the terminology of Type 1 or Type 2
assurance. Where Type 1 just refers to a
14
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Managing the assurance process
Try to make it easy for your assurance
provider by supplying them with as much
relevant information as you can. Remember
they charge by the hour.
Ideally when the provider arrives at your
premises you should have a room available
for them with the following information
available:





The definitions of the indicators they
are assuring
A process map of the process you
followed to gather the data, showing
key personnel, systems and controls
The original supporting
documentation for data points
(invoices, meter readings, leave
forms, doctors certificates, access
logs)

If the assurance provider is going to make site
visits make sure that the site is briefed and
ready. You do not want the provider having
to make a second trip.
The assurance provider will find errors in your
data and make recommendations on
improving processes and correcting data
errors. Don’t panic. They will give you the
opportunity to correct those errors and if you
are able to correct them in time then they
should issue you an unqualified audit. If you
are not able to fix the errors then this will
result in a qualification.
In the context of assurance, a qualification is
defined “as a condition that must be fulfilled
before a right can be acquired; an official
requirement.” It means the auditor cannot
find sufficient evidence to support the claim
you are making. Receiving a qualification
during assurance is not a good thing. When

considering a qualification the relationship
between you and the assurance provider is
important. The assurance provider must be
independent and while they can give advice
they cannot make corrections to data and
processes on your behalf. You will have to do
the hard work to make corrections and satisfy
their requirements. You should therefore
allocate time in your schedule to do this. Do
not think you can leave the auditors to do
their thing and that it will not involve you.
You should also not be afraid to manage the
auditors and their work ethic. By all means
ask the auditor what they are doing and ask
them to explain their processes to you. Ask to
look over their files from time to time to
ensure they are busy and recording the
process appropriately. Furthermore the Audit
Committee should take some interest in the
assurance engagement and don’t be afraid to
ask them or internal audit to do the
occasional spot check of the assurance
providers work.
King III supports you in this:
3.5.2 The relationship between the external
assurance providers and the company
should be monitored by the audit
committee.
3.9.3 The audit committee must monitor
and report on the independence of the
external auditor;
By taking an active interest in what the
auditors are doing you will learn more and
possibly also ensure greater levels of
efficiency.
Once the assurance engagement is complete
the provider will issue with an assurance
15
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opinion and a management letter. Don’t
forget the management letter and ask that
the engagement lead present the outcomes
to your team and other staff involved in the
data provision process. This is a good
opportunity to have an expert communicate
the importance of good controls, attention to
detail and diligence. It also offers your team
an opportunity to ask questions and fully
understand the management
recommendations. The recommendations
may also be made to staff outside your direct
team and therefore you maximise the chances
of the recommendations being implemented
before the next audit cycle comes around.
Once again the letter should be presented to
the Board via the Audit and Risk Committee
and they should sign off on the assurance
engagement. Although given the time
constraints boards and board committees
operate under you will want to identify, with
your assurance provider, the key findings of
most benefit and not present every finding.

Finally you should also receive an opinion that
should be structured in the following way:








A statement reinforcing the
independence of the provider and
describing their qualifications to do
the work
A summary of the scope of the
engagement. The assurance provider
may want to specifically mention
major exclusions from the scope that
they feel is material to your business.
The scope will list the type of
assurance (data or principles, type 1
or 2), the principles assured against
and the data points assured, as well
as the level (limited or reasonable) of
assurance for each indicator.
The standards used to execute the
engagement.
A summary of the work performed
The conclusions made, making
reference to the work performed and
initial scope.

Box 8: A note on external review panels
An alternative to a principle based or Type 1 assurance is an external review panel and several South
African companies have in the past or currently employ this method of assurance. Effectively you
select a panel of relevant sustainability and assurance experts, industry peers or even competitors
and ask them to review your processes for selecting reporting content and assurance focus. They
would typically apply a principles standard like the AA 1000 APS and conclude against that standard.
In order to make this process robust you would need a strong panel chair and provide the panel with
as much information as they ask for. While it is probably not as robust as a fully administered
assurance process it has the advantage of providing a broad, independent, expert review of your
material issues and risk management processes. Furthermore these kinds of processes also lend
credibility to your reporting at potentially lower costs than a full assurance process.
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Assurance Check List
1. Do you have an assurance strategy in place that details the role of internal and
external audit and which indicators will receive which level of assurance over a
multi-year period? This plan should also include what internal system changes
would be needed to enable cost effective assurance.
2. Has the selection of indicators to assure been informed by a robust risk
management process, overseen by your Risk and Audit Committee?
3. Has the Audit Committee been involved with the selection of the assurance
provider and have they signed off on that selection?
4. Does you internal audit team look at controls over sustainability data and your
data at regular points throughout the year? In other words, does internal audit
include sustainability indicators in their audit plan?
5. Has your internal audit team supported you in designing the external assurance
engagement?
6. Does the scope of work included in the request for proposals attach an
appropriate assurance level (limited or reasonable/type 1 or type 2) to each
indicator?
7. Have you interviewed the professionals that will be assigned to your assurance
team to ensure they have the necessary competence to perform the task and the
requisite knowledge of your sector?
8. Does the assurance provider selected have the capacity to understand the
technical process and data they are assuring?
9. Does the assurance provider selected have the capacity to implement effective
assurance processes complete with the necessary documentation rigour as well
as a thorough knowledge of control systems?
10. Have you asked your assurance provider which standards they will assure
against?
11. Have you checked the provider’s references and spoken to your industry peers
about their experience with the said provider?
12. Is the level of assurance selected appropriate to the level of risk related to the
particular data point?
13. Have you prepared a file for the assurance provider that contains definitions,
process descriptions and source information?
14. Have you briefed staff outside your team on what they should expect and how
they should be prepared, especially staff at remote sites?
15. Is your assurance statement signed off by a senior member of the assurance
company?
16. Has the Audit Committee played a role in the management of the assurance
provider and are they able to attest to the provider’s independence?
17. Has the Audit Committee reviewed and signed off on the work completed by the
assurance provider?
18. Have you included a summary of your assurance strategy or road map in your
integrated report, possibly immediately preceding the opinion?
19. Did you receive both an assurance opinion and a management letter that
provides expert insight on how controls can be improved for future assurance
years?
20. In hindsight are the data points you assured really the most material to your
17
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business and did you get any qualification on key data points?
21. Have you had the management letter results and recommendations presented to
your board?
22. Have you had the management letter results and recommendations presented to
staff within your company involved in sustainability data management, including
internal audit team?
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