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CHAPTER 1

Greenhouse gas 
statements 
This article aims to:

• Provide an overview of the key concepts relating 
to greenhouse gas statements and

• Highlights key considerations relating to assurance 
of greenhouse gas statements.
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Sustainability reporting is an emerging discipline 
encompassing the disclosure and communication 
of an entity’s non-financial aspects - 
Environmental, Social, and Governance (ESG) 
performance and their impact on the businesses. 

Governments across the globe are also gradually 
adopting measures which advise/mandate 
managing corporate footprint with regard to the 
responsibility of the businesses towards the 
environment. 

Earlier this year, India also committed to 
achieving net zero emissions by 2070. In order 
to achieve such targets and mitigate the global 
risk of climate change, it is crucial to monitor our 
Greenhouse Gas (GHG) emission performance 
and work actively towards reducing the 
emissions.

Every business has processes, products or 
services that emit GHG either directly or 
indirectly. GHGs include carbon dioxide (CO2), 
methane (CH4), nitrous oxide (N2O) and 
fluorinated gases. Many corporates, Public Sector 
Undertaking (PSUs) and private players alike, have 
adopted ambitious absolute/emission intensity 
reduction targets and are accounting their GHG 
emissions. 
 
 
 
 

As expectations of the investors are rising, 
sustainability reporting is an area where board/
management are spending most of their 
time. Specifically, from the financial reporting 
perspective, there is a need for connectivity 
between non-financial reporting and financial 
reporting. With regard to GHG statement, having 
it in a structured format would help communicate 
the emission performance effectively and 
transparently. Independent audit of the same 
would help add credibility and ensure that the 
data is reliable. 

What is a GHG statement
A statement setting out constituent elements 
and quantifying an entity’s GHG emissions for 
a period (sometimes known as an emissions 
inventory) and, where applicable, comparative 
information and explanatory notes including 
a summary of significant quantification and 
reporting policies. In short, a GHG statement 
is a quantified statement of an entity’s GHG 
emissions over a particular period. 

It also includes, where applicable, comparative 
information and explanatory notes, including 
a summary of significant quantification and 
reporting policies. An entity’s GHG statement 
may also include a categorised listing of removals   
 

or emissions deductions. Emissions reported 
include:

• Direct emissions (Scope 1 emissions): 
Emissions from sources that are owned or 
controlled by the entity.

• Indirect emissions: These arise as a 
consequence of the activities of the entity but 
occur at sources that are owned or controlled 
by another entity. Indirect emissions include:

 - Scope 2 emissions: Emissions associated 
with energy that is transferred to and 
consumed by the entity.

 - Scope 3 emissions: All other indirect 
emissions. 

The GHG statements can be prepared for one or 
more of the following reasons: 

a. As part of regulatory disclosure regime

b. As part of an emission trading scheme, or 

c. An entity may make voluntary emissions 
disclosures to inform investors and others. 
Voluntary disclosures may be, for example,  
 
 
 

published as a stand-alone document, 
included as part of a broader sustainability 
report or in an entity’s annual report, or 
made to support inclusion in a ‘carbon 
register.’

Similar to the financial statements, the basis 
of preparation of GHG statements should be 
clearly stated in the statement itself. As a general 
principle, reported information needs to be 
relevant, complete, consistent, transparent and 
accurate.

GHG statements may be prepared in accordance 
with established criteria, for example, 
Sustainability Accounting Standards Board 
standards, Global Reporting Initiative standards, 
regulation developed by a local jurisdiction, or 
in accordance with entity-developed criteria or a 
combination of established and entity-developed 
criteria.

| | | |



06

Accounting and Auditing Update - August 2022

© 2022 KPMG Assurance and Consulting Services LLP, an Indian Limited Liability Partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.

Regulatory requirements in India

Currently, preparation of the GHG statement 
is not mandatory in India. Regulation 34 of the 
Securities Exchange Board of India (SEBI) (Listing 
Obligations and Disclosure Requirements) 
Regulations, 2015 (Listing Regulations) requires 
top 1,000 listed entities1 to mandatorily submit 
Business Responsibility and Sustainability Report 
(BRSR)2. This requirement is applicable from 
financial year 2022-23. 

Other companies i.e. listed companies (other 
than top 1,000) and companies which have 
listed their specified securities on the Small 
and Medium Enterprises (SME) exchange may 
voluntarily submit BRSR. 

In addition to reporting on other aspects of ESG, 
BRSR also requires companies to provide details 
of air emissions and GHG emissions including 
the emission trend in absolute values and as an 
intensity. 

Additionally, SEBI issued provisions relating to 
constitution of Social Stock Exchange (SSE) vide 
its notification dated 25 July 2022 and made 
related amendments to SEBI (Issue of Capital 
and Disclosure Requirements) Regulations, 
2018, SEBI Listing Regulations and and SEBI 
(Alternative Investment Funds) Regulations, 
2012 (AIF Regulations). The amendment has 
been made to provide social enterprises with 
an additional avenue to raise funds. A Social 
Enterprise (SE) (i.e. either a Not-for-Profit 
Organisation (NPO) or a for profit social enterprise 

that meet the specified eligibility criteria) would 
be eligible to raise funds from the SSE provided 
such a social enterprise engages in any of the 
social activity from the specified list of broad 
activities. The list of activities includes ensuring 
environmental sustainability, addressing climate 
change including mitigation and adaptation, forest 
and wildlife conservation, etc. 

Certain widely used GHG 
accounting and reporting standards 
Following are the prevalent standards that 
organisations use to prepare their GHG 
statements:

• Global Reporting Initiative (GRI): Of the 
most widely used framework in the world is 
the GRI. GRI is an independent international 
organisation that has been working on 
corporate sustainability reporting. GRI 
standards comprises a group of modular 
reporting standards which are available for 
adoption by any organisation to report about 
its activities, initiatives and impacts on aspects 
related to sustainability. It is used in many 
countries to report sustainability. 

The GRI standards are developed in 
accordance with international labour practices 
and environmental requirements, such as, 
International Organisation for Standardisation 
(ISO). GRI reporting enables disclosure of 
information in a systematic and standard 

manner which is easily quantifiable and 
compared. Specifically, GRI 305: Emissions 
2016 requires disclosures from organisations 
about their emissions-related impacts, and 
how they manage these impacts.

• International Organisation for 
Standardisation (ISO): ISO is a worldwide 
federation of national standards bodies. It has 
issued standards on environmental impact 
and health and safety risk management 
system. These standards also provide clarity 
and consistency for quantifying, monitoring, 
reporting and validating or verifying GHG 
emissions and removals to support sustainable 
development through a low-carbon economy 
and to benefit organisations, project 
proponents and interested parties worldwide. 

It provides principles and requirements 
for designing, developing, managing and 
reporting organisation-level GHG inventories. 
It also includes requirements and guidance 
on inventory quality management, reporting, 
internal auditing and the organisation’s 
responsibilities in verification activities.

• Greenhouse Gas Protocol (GHGP): The 
GHGP provides standards, sector guidance, 
calculation tools and trainings for businesses 
and local and national governments. It has 
created a comprehensive, global, standardised 
framework for measuring and managing 
emissions.  
 

The three main standards of GHGP are as 
follows:

 - The Corporate Standard

 - The Corporate Value Chain (Scope 3) 
Accounting and Reporting Standard

 - The GHG Protocol Product Life Cycle 
Accounting and Reporting Standard 
(referred as Product standard).

1. Based on market capitalisation calculated as on 31 March of every financial 
year

2. The BRSR seeks disclosures from listed entities on their performance 
against the nine principles of the ‘National Guidelines on Responsible 
Business Conduct’ (NGBRCs) and reporting under each principle is 
divided into essential and leadership indicators. BRSR covers the ESG and 
sustainability aspects.

| | | |
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When a GHG statement is prepared in 
accordance with the standards of the GHGP, 
there are two commonly used bases of 
presentation: 

• Approach A: GHG statement prepared in 
accordance with the Corporate Standard and 
the Scope 2 amendment 

• Approach B: GHG statement prepared in 
accordance with all components of the GHGP.

The GHGP requires reporting a minimum of 
Scope 1 and Scope 2 emissions. It does not 
require disclosure of year-over-year comparative 
information. However, it does require disclosure 
of, for example, the year chosen as the base 
year, and an emissions profile over time that is 
consistent with and clarifies the chosen policy for 
making base year emissions recalculations. The 
level of disclosures required depends on whether 
the entity is following Approach A or Approach B. 
The GHGP distinguishes between the following 
three levels of disclosures: 

• Required disclosures that are mandatory and 
can be omitted only if immaterial

• Disclosures that are recommended. 

• Disclosures that are optional. 

An entity’s specific facts and circumstances 
influence the number of years of information 
presented. Management judgement may 
be applied to determine the extent of the 
disclosures. 

Assurance of GHG statements 
In India, audit is conducted in accordance with 
Standards on Auditing (SAs) issued by the 
Institute of Chartered Accountants of India 
(ICAI). ICAI has issued a Standard on Assurance 
Engagement (SAE) 3410, Assurance Engagement 
on Greenhouse Gas Statements in February 
2021. SAE 3410 is equivalent to ISAE 3410, 
Assurance Engagements on Greenhouse Gas 
Statements issued by the International Auditing 
and Assurance Standard Board (IAASB) of 
International Federation of Accountants (IFAC). 

ISAE 3410 issued by IFAC have been effective 
from 30 September 2013. An engagement in 
accordance with ISAE 3410 must also comply 
with the requirements of ISAE 3000, Assurance 
Engagements Other than Audits or Reviews of 
Historical Financial Information. 

About SAE 3410

SAE 3410 is a topic specific assurance standard 
which provides requirements and guidance 
specific to engagements on GHG statements. 
The objective of the engagement under SAE 
3410 is to obtain either limited or reasonable 
assurance, as applicable, about whether the GHG 
statement is free from material misstatement, 
whether due to a fraud or an error. 

GHG statements are assured to enhance the 
reliability of the emissions information being 
reported on. As stakeholders are demanding 

from companies a disclosure of their emissions 
information, they are also demanding assurance 
on these statements.

This SAE does not deal with or provide guidance 
with respect to:

a. Statements of emissions other than GHG 
emissions, for example, Nitrogen Oxides 
(NOx) and Sulphur Dioxide (SO2)

b. Other GHG-related information, such as 
product lifecycle footprints, hypothetical 
baseline information, and key performance 
indicators based on emissions data or 

c. Instruments, processes or mechanisms, such 
as offset projects, used by other entities as 
emissions deductions. 

An engagement in accordance with SAE 3410 
should also comply with the Guidance Note on 
Reports or Certificates for Special Purposes. 

Effective date

The effective date of application of SAE 3410 is 
as follows:

i. Voluntary basis for assurance reports covering 
periods ending on 31 March 2023

ii. Mandatory basis for assurance reports 
covering periods ending on or after 31 March 
2024. 

 

Approach under SAE 3410 

The SAE 3410 engagement adopts a risk-
based approach, regardless of whether it is a 
reasonable or limited assurance engagement. For 
all engagements performed under SAE 3410, the 
practitioner:

• Obtains an understanding of the entity and 
its environment, including the entity’s internal 
control

• Identifies and assesses the risk of material 
misstatement in the GHG Statement

• Performs procedures to address the identified 
risks, and

• Reports in accordance with the practitioner’s 
findings.

The SAE 3410 does not mandate the 
circumstances in which a reasonable or limited 
assurance engagement is undertaken; this will be 
determined by law or regulation, or the reason for 
the engagement.

| | | |
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What is reported in a GHG assurance 
engagement?

The assurance report issued under SAE 3410 
would provide:

• For a reasonable assurance engagement, an 
opinion on whether the GHG statement has 
been prepared, in all material respects, in 
accordance with the applicable criteria.

• For a limited assurance engagement, a 
conclusion on whether anything has come 
to the practitioner’s attention to make the 
practitioner believe that the GHG Statement 
has not been prepared, in all material respects, 
in accordance with the applicable criteria.

• In case of modified conclusion, the assurance 
report shall contain:

 - A section that provides a description of the 
matter(s) giving rise to the modification; 
and

 - A section that contains the practitioner’s 
modified conclusion.

The SAE 3410 also provides illustrative examples 
of reports for both reasonable and limited 
assurance engagements. 
 
 
 
 
 
 
 

Key considerations for the management 
relating to assurance of GHG statements 

i. To assume the responsibility for the 
preparation of the GHG statement, including 
comparative information where appropriate. 

ii. Provide all relevant information and access as 
agreed in the terms of engagement.

iii. Provide details regarding the entity’s climate 
change objective and strategy, if any, and 
associated economic, regulatory, physical and 
reputational risks.

iv. Provide information with regard to the relevant 
industry, regulatory, and other external factors 
including the applicable criteria and nature 
of the operations included in the entity’s 
organisational boundary and the framework of 
internal controls. 

v. Inform the practitioner regarding the entity’s 
selection and application of quantification 
methods, reporting policies and requirements 
of the applicable criteria relevant to estimates.

vi. Communicate to the practitioner all 
deficiencies in internal control and actual, 
suspected or alleged fraud or non-compliance 
with law or regulations, which are material and 
are relevant to the engagement of which the 
management is aware of.  
 
 

 

Key considerations for a practitioner for 
obtaining an understanding of the entity and 
its environment

A practitioner would need to obtain an 
understanding of relevant industry, regulatory and 
other external factors affecting an entity and its 
environment. This will include an understanding 
of following topics:

Organisational boundary 

An entity would need to determine which 
operations are owned or controlled by the entity 
and to be included in its GHG statement. This is 
known as determining the entity’s organisational 
boundary. Determining an entity’s organisational 
boundary may require the analysis of complex 
organisational structures such as joint ventures, 
partnerships, and trusts, and complex or unusual 
contractual relationships. For example, a facility 
may be owned by one party, operated by another, 
and process materials solely for another party.

In order to establish an organisational boundary, 
an entity may use the following:

• Laws or regulations as it may define the 
boundaries of the entity for reporting GHG 
emissions for regulatory purposes.  

• Alignment of an entity’s GHG statement with 
its consolidation policy applied in the financial 
statements. 
 

 

Operational boundary

After an entity determines its organisational 
boundary, it needs to determine its operational 
boundaries. The operational boundary relates to 
which categories of Scope 1, 2 and 3 emissions 
will be included in the GHG statement.

Following disclosures may be necessary in 
voluntary reporting situations for intended users 
to understand the significant judgments made in 
preparing the GHG statement:

• Understanding significant quantification 
methods and reporting policies selected. A 
practitioner would need to understand the 
method used to determine which Scope 1 and 
Scope 2 emissions have been included in the 
GHG statement. 

• Where some Scope 1 or Scope 2 emissions 
have been excluded, it is important that the 
explanatory notes to the GHG statement 
disclose the basis for determining which 
emissions are included and which are 
excluded, particularly if those that are included 
are not likely to be the largest for which the 
entity is responsible.

• While some criteria require the reporting of 
specific Scope 3 emissions, more commonly 
the inclusion of Scope 3 emissions is optional 
because it would be impracticable for nearly 
any entity to attempt to quantify the full extent 
of its indirect emissions as this includes all 
sources both up and down the entity’s supply 
chain.

| | | |
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For some entities, reporting particular 
categories of Scope 3 emissions provides 
important information for intended users, for 
example, where an entity’s Scope 3 emissions 
are considerably larger than its Scope 1 and 
Scope 2 emissions, as may be the case with 
many service sector entities. In these cases, 
the practitioner may consider it inappropriate 
to undertake an assurance engagement if 
significant Scope 3 emissions are not included 
in the GHG statement.

Uncertainty

The GHG quantification process can rarely be  
100 per cent accurate due to scientific 
uncertainty and estimation (or measurement) 
uncertainty. 

Scientific uncertainty arises because of 
incomplete scientific knowledge about 
the measurement of GHGs. Estimation (or 
measurement) uncertainty results from the 
measurement and calculation processes used to 
quantify emissions within the bounds of existing 
scientific knowledge. Estimation uncertainty 
may relate to the data on which an estimate is 
based (for example, it may relate to uncertainty 
inherent in measurement instruments used), 
or the method, including where applicable the 
model, used in making the estimate (sometimes 
known as parameter and model uncertainty, 
respectively). The degree of estimation 
uncertainty is often controllable by the entity.  
 

Reducing the degree of estimation uncertainty 
may involve greater cost. The fact that quantifying 
an entity’s emissions is subject to uncertainty 
does not mean that an entity’s emissions are 
inappropriate as a subject matter.

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

Fraud risks and management bias

Misstatements in the GHG statement can 
arise from either a fraud or an error. The 
distinguishing factor between a fraud and an 
error is whether the underlying action that results 
in the misstatement of the GHG statement 
is intentional or unintentional. Incentives for 
intentional misstatement of the GHG statement 
may arise if, for example, those who are 
directly involved with, or have the opportunity 
to influence, the emissions reporting process 
have a significant portion of their compensation 
contingent upon achieving aggressive GHG 
targets.

 

Management bias may exist and indicators of 
management bias may arise from:

• Selection of policies as per the organiational 
boundary

• Changes in policies and practices from the 
prior year

• Selection of methods, assumptions and data 
used.

Materiality

While preparing and presenting GHG statement, 
the concept of materiality has to be considered. 
The concept of materiality generally includes that:

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

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

• Judgements about matters that are material 
to intended users of the GHG statement are 
based on a consideration of the common 
information needs of intended users as a 
group. Unless an engagement has been 
designed to meet the particular information 
needs of specific users, the possible effect 
 

of misstatements on specific users, whose 
information needs may vary widely, is not 
ordinarily considered. 

Other information

A GHG statement may be published with 
other information that is not covered by the 
practitioner’s conclusion. For example, a GHG 
statement may be included as part of an entity’s 
annual report or sustainability report, or included 
with other climate change-specific information 
such as:

• A strategic analysis, including a statement 
about the impact climate change has on the 
entity’s strategic objectives. 

• An explanation and qualitative assessment of 
current and anticipated significant risks and 
opportunities associated with climate change. 

• Disclosures about the entity’s actions, 
including its long-term and short-term plan 
to address climate change-related risks, 
opportunities and impacts. 

• Disclosures about future outlook, including 
trends and factors related to climate change 
that are likely to affect the entity’s strategy 
or the timescale over which achievement 
of the strategy is planned. A description 
of governance processes and the entity’s 
resources that have been assigned to the 
identification, management and oversight of 
climate change-related issues.

| | | |
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Other areas

A practitioner would need to work with the 
entity to understand its base year, comparative 
information, subsequent events, climate 
change objectives and strategies, obtain an 
understanding of entity’s internal control 
environment, etc.

Conclusion
Sustainability considerations have become 
significant aspect for investors while taking 
investment decisions, which has led to regulators 
across the world to focus on sustainability 
reporting. SAE 3410 helps  strengthen assurance 
framework and is likely to build a bridge between 
sustainability related risks and corporate financial 
reporting. The newly implemented standard 
provides detailed guidance on audit methodology 
and processes and is an important development 
for both auditors and the companies.  

| | | |
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