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Index of abbreviations

Abbreviation Explanaition

ACT Act on Statutory Auditors, Audit Firms and Public Oversight of 11 May 2017 (Jour-
nal of Laws of 2024, item 1035, as amended)

AF Audit Firm within the meaning of Article 46 of the Act

AOA Act on Accounting of 29 September 1994 (Journal of Laws of 2023, item 120, as
amended)

ARTICLE 8 Disclosures to be reported in sustainability reporting to comply with Article 8 of

DISCLOSURES the Taxonomy Regulation (and related taxonomy framework)

ASR Assurance on Sustainability Reporting

CFS Consolidated Financial Statement

ESRS European Sustainability Reporting Standards introduced by Commission Delegat-
ed Regulation (EU) 2023/2772 of 31)uly 2023 supplementing Directive 2013/34/EU
of the European Parliament and of the Council

EU TAXONOMY Regulation (EU) 2020/852 of the European Parliament and of the Council of 18
June 2020 establishing a framework to facilitate sustainable investment, amend-
ing Regulation (EU) 2019/2088, together with the related delegated regulations
adopted by the European Commission

NOCLAR Non-Compliance with Laws and Regulations

FS Financial Statement

IRO/IROS Impacts, Risks, Opportunities

KSA Key Statutory Auditor

KSAASR Key Statutory Auditor for Assurance on Sustainability Reporting within the
meaning of § 21(h) of KSUA 3002PL

KSK) 1 National Standard on Quality Control 1 [Krajowy Standard Kontroli Jakosci 1] in
the wording of the International Standard on Quality Management (PL) 1- ‘Qual-
ity Management for Firms Performing Audits or Reviews of Financial Statements
or Engagements of Other Assurance or Related Services Engagements’ devel-
oped by the International Auditing and Assurance Standards Board (IAASB), es-
tablished by Resolution No 38/1/2022 of the PANA Council of 15 November 2022.

KSUA 3002PL National Standard on Assurance Engagements for Sustainability Reporting
3002PL [Krajowy Standard Ustug Atestacji 3002PL] ‘Limited Assurance Engage-
ment on Sustainability Reporting’ established by Resolution No 854/20a/2025 of
the National Council of Statutory Auditors of 23 January 2025.

PIES Public Interest Entities

QMS Quality Management System

SAASR Statutory Auditor for Assurance on Sustainability Reporting within the meaning
of § 21(b) of KSUA 3002PL

SR Sustainability Reporting
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Introduction

This report contains findings and observations derived
from thematic inspections and a comprehensive survey
conducted by PANA among selected audit firms. The
survey was carried out under the authority of Articles
90(6) and 11(3) of the Act among 47 audit firms that
performed audits for public interest entities (PIEs).
Findings of the survey are presented in Section 3 of this
report. Thematic inspections were executed pursuant
to Article 123(1) of the Act. The report was prepared in
accordance with Article 123(6) of the Act, and its subse-
quent publication represents a fulfilment of PANA's legal
obligation under Article 123(7) of the Act.

The primary purpose of the thematic inspections was
to verify:

- Whether audit firms are adequately prepared
to provide assurance on sustainability reporting
(SR), specifically regarding the adaptation of their
Quality Management Systems (QMS) and the
development of appropriate methodology, tech-
nological tools, and human resources; and

- Whether the provided assurance on SR is com-
pliant with the requirements stipulated in the
National Standard on Assurance Engagements
for Sustainability Reporting 3002PL, focusing
primarily on the assurance procedures performed,
as well as their specific scope within the context
of limited assurance.

The thematic inspections were carried out between
15 September and 14 November 2025. The subject
matter of these thematic inspections consisted of:

1) Assessing whether the audit firm’s quality man-
agement system has been sufficiently adapted to
provide assurance on sustainability reporting;

2) Assessing whether the sustainability reporting
assurance files selected for inspection are com-
pliant with applicable laws, national professional
standards, and national quality control standards,
as well as relevant ethical and independence
requirements;

3) Assessing whether the fees charged for assur-
ance on sustainability reporting are compliant
with existing laws;

These assessments were based on an analysis of
selected engagement files, as well as the audit firm’s
internal quality control policies and procedures in

this regard. Thematic inspections were carried out at
seven selected audit firms that performed the highest
volume of SR assurance services in 2025. A total of
ten SR assurance files were inspected. The sample
size per audit firm consisted of either one or two files.

Inspected sample included two engagements for
which the key statutory auditors for assurance on
sustainability reporting issued a qualified opinion,
along with eight engagements that received an
unqualified opinion. The findings of the thematic
inspections are described in Sections 4 and 5 of this
report. Based on the results of the thematic inspec-
tions, which included interviews with audit firm
(AF) representatives, as well as a review of Quality
Management Systems and sustainability reporting
assurance files, specific recommendations and guide-
lines were formulated.

7/107




ROOT CAUSE FOR
aUSTAINABILITY REPORTING

Sustainability reporting, also known as ESG (Envi-
ronmental, Social, and Governance), has evolved over
several decades, driven by a burgeoning awareness that
the evaluation of economic activity cannot be confined
strictly to financial metrics. A foundational reference
point was UN Secretary-General U Thant’s 1969 report,
,Problems of the Human Environment” (often cited as
,Man and His Environment”), which represented one

of the earliest UN documents to highlight escalating
environmental threats and the necessity for coordinated
global conservation efforts. Subsequent UN conferences
further elevated environmental issues to the center of
global discourse, leading decision-makers to acknowl-
edge that economic advancement must account for
social and ecological impacts’.

The following decades witnessed a progressive
solidification of this trend. In 1992, the Earth Summit
in Rio de Janeiro adopted ,,Agenda 21"—a landmark
document establishing sustainable development as
a cornerstone of public policy. This era also saw the
founding of the Global Reporting Initiative (GRI),
which pioneered the first international standards for
non-financial disclosure. This was a transformative
moment, as corporations were, for the first time,
equipped with a standardized framework to sys-
tematically disclose their environmental, social, and
governance impacts. In Europe, this evolution was

institutionalized through a series of EU directives:
initially via the Non-Financial Reporting Directive
(NFRD) of 2014, and subsequently through the
Corporate Sustainability Reporting Directive (CSRD)
of 2021. The latter significantly broadened reporting
mandates and was formally transposed into Polish
law in December 20242,

Climate change has served as the primary catalyst for
the acceleration of sustainability reporting. In recent
decades, the global average temperature has risen by
more than one degree Celsius relative to the pre-in-
dustrial era, accompanied by an uptick in extreme
weather phenomena such as heatwaves, droughts,
and floods. Reports from the Intergovernmental Panel
on Climate Change (IPCC) provide clear evidence

that the consequences of unchecked greenhouse

gas emissions threaten economic and social stability,
necessitating immediate adaptation and mitigation
strategies’.

Public pressure and shifting consumer expectations
have also played a decisive role in the proliferation of
sustainability disclosures. Modern consumers increas-
ingly base their purchasing decisions not only on price or
quality but also on the corporate values and organization
projects”. Parallel trends are evident among investors,
who are progressively integrating ESG criteria into their
capital allocation processes®. Consequently, transparency

' Directive (EU) 2022/2464 of the European Parliament and of the Council on sustainability reporting (CSRD), 2022.
2 Act of 6 December 2024 amending the Act on Accounting, the Act on Statutory Auditors, Audit Firms and Public Oversight,

and certain other acts.

3 Intergovernmental Panel on Climate Change, Climate Change 2023 Synthesis Report https://cgspace.cgiar.org/

items/7e70f98b-3a47-4881-8d8a-0e988c594ef4

4 Pw(, Consumer Intelligence Series: ESG and the Changing Mind of the Customer, 2021, 2021 ESG Consumer Intelligence

Series: PwC

5 Economic Sciences, Vol. 41/2025, View Transforming the M&A market - the role and importance of ESG due diligence in the

transaction process.

I G /107



is no longer merely a public relations tool; it has become
a prerequisite for securing financing and maintaining a
competitive market advantage.

In response to the rising importance of non-financial
data, both international and national bodies have es-
tablished frameworks to facilitate systematic corporate
reporting. A pivotal development was the European
Commission’s push for harmonized standards, resulting
in the creation of the European Sustainability Reporting
Standards (ESRS) by the European Financial Reporting
Advisory Group (EFRAG)®. These standards mandate
specific climate, social, and governance indicators, detail-
ing precise measurement and reporting methodologies
to enhance data comparability and reliability across the
European Union.

The 2015 Paris Agreement marked another historic
milestone in global environmental consciousness. Nearly
every nation committed to a collective effort to limit
global temperature increases to well below 2°C—and
ideally 1.5°C—above pre-industrial levels. A direct result
of these targets is the requirement for companies to re-
port on their decarbonization efforts, signalling a phased
transition of production models and supply chains
toward climate neutrality.

In Europe, these climate objectives were formalized

via the ,Fit for 55” package, which targets a 55 percent
reduction in greenhouse gas emissions by 2030, with a
goal of total climate neutrality by 2050. Despite an econ-
omy traditionally reliant on coal-fired power, Poland is
implementing gradual measures to transform its energy
sector and curb CO2 output’. Domestic firms report-

ing ESG data must now illustrate their adaptation to
international regulations, specifically regarding emission
reduction plans and climate risk management.

Contemporary sustainability reporting further encom-
passes a broad spectrum of social considerations, such
as employment policy, workplace safety, diversity,
inclusivity, and community engagement®. Furthermore,
companies are now disclosing corporate governance
standards, including board composition, executive
remuneration, decision-making transparency, and
anti-corruption measures®. This holistic approach arises
from the recognition that social and governance factors
are material to a company’s financial resilience and long-
term shareholder value.

The significance of these disclosures is underscored by
financial and supervisory authorities. The European
Central Bank (ECB) and the European Banking Authority
(EBA) both recommend the integration of ESG factors
into credit and investment risk assessments. Simultane-
ously, the European Commission’s Sustainable Finance
initiative introduces regulations requiring financial
institutions to embed sustainability criteria into their in-
vestment decisions®. Within Poland, PANA supports the
adoption of these standards by issuing specific guide-
lines and recommendations for auditors". ESG reporting
is thus evolving from a mere regulatory burden into a
vital instrument for responsible risk management.

In the Polish context, sustainability reporting gains
added urgency due to the implementation of the CSRD,
which mandates non-financial disclosures for large
enterprises and listed companies beginning in 2025%
Following the transposition of this directive into national
law in December 2024, these entities are required to
disclose comprehensive information regarding green-
house gas emissions as well as social and governance
performance®. For these organizations, this necessitates
the systematic collection of data, the implementation of

¢ EFRAG, European Sustainability Reporting Standards (ESRS), 2023.
7 Announcement by the Minister of Climate and Environment, Energy Policy of Poland until 2040, Warsaw 2021 https:// www.

dziennikustaw.gov.pl/M2021000026401.pdf.

8 GRI, Standards: Social and Governance Disclosures, https://www.globalreporting.org/how-to-use-the-gri-stan- dards/re-

source-center.

° OECD, Corporate Governance Guidelines, 2021, https://legalinstruments.oecd.orgfen/instruments/OECD-LE- GAL-0413.

0 European Commission, Sustainable Finance Action Plan, 2021.

" Polish language version of CEAOB Guidelines on Limited Assurance on Sustainability Reporting - PANA - Polish Agency for

Audit Oversight.

2 Directive (EU) 2022/2464 of the European Parliament and of the Council of 14 December 2022 amending Regulation (EU) No.
537/2014, Directive 2004/109/EC, Directive 2006/43/EC and Directive 2013/34/EU with regard to corporate sustainability

reporting.

B Act of 6 December 2024 amending the Act on Accounting, the Act on Statutory Auditors, Audit Firms and Public Oversight,

and certain other acts.
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rigorous audit procedures, and reporting in strict align-
ment with the ESRS.

Ultimately, sustainability reporting has emerged as a
strategic risk management tool. It empowers companies
to identify operational, environmental, and social risks
while establishing procedures to mitigate them'. Over
the long term, ESG reports serve a vital communicative
function, fostering stakeholder trust and facilitating
meaningful dialogue with regulators, investors, and the
general public.

The multidimensional nature of sustainability reporting
reflects the convergence of global climate challenges, so-
cial pressures, and evolving international legal standards.
Over the past five decades, we have witnessed a fun-
damental paradigm shift: moving from a narrow focus
on financial indicators to a holistic appraisal of economic
activity that accounts for the environment, society, and
governance. ESG reporting is now both a legal mandate
and a strategic asset, underpinning the corporate transi-
tion toward truly sustainable development.

14

World Economic Forum, The Global Risks Report 2024, https:/fwww3.weforum.org/docs/WEF_The_Global_ Risks_Re-
port_2024.pdf.
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REGULATIONS AND STANDARDS
APPLICABLE IN POLAND AND

GLOBALLY

2.1 Regulatory regime worldwide and in the EU

— status in 2025

Today, the regulatory regime governing sustainability
stands as one of the most dynamic and multidimension-
al corporate governance mechanisms globally. Within
the EU and other developed economies, ESG principles
have transitioned into a cornerstone instrument that
dictates how sustainable development is reported, how
risks are identified and analyzed, and how internal man-
agement processes are structured. This evolution is not a
matter of chance; rather, it is propelled by the escalating
significance of climate protection, human rights, robust
corporate governance, and the responsible management
of global value chains.

In 2021, the European Commission introduced a com-
prehensive package of legislative proposals aimed at
achieving the initial phase of the Green Deal targets: a
minimum 55% net reduction in greenhouse gas emis-
sions by 2030 (relative to 1990 levels) and full climate
neutrality by 2050. Europe has formally committed to
spearheading climate action, steering a green transition
designed to provide tangible benefits for both citizens
and corporations®.

At the core of this European regulatory architecture
lies the Corporate Sustainability Reporting Direc-

tive (CSRDY*. This directive has effectively replaced
fragmented non-financial reporting practices with a
coherent, mandatory system of environmental, social,
and governance disclosures. A primary objective of the
CSRD is to ensure that a broader spectrum of companies
provides relevant, comparable, and reliable sustaina-
bility data. This information is critical for investors and
stakeholders and serves to redirect capital flows toward
truly sustainable enterprises. These legislative shifts are
part of an expansive effort to transform the EU into a
modern, resource-efficient, and competitive economy
with net-zero greenhouse gas emissions".

A defining feature of the CSRD is its integrated link

to the European Sustainability Reporting Standards
(ESRS)®, the application of which ensures the transpar-
ency and comparability of ESG data across the Union.
The ESRS introduce a structured reporting methodology
rooted in the principle of double materiality. Specifically,
the ESRS dictate the information an entity must disclose
regarding its material impacts, risks, and opportunities
as they relate to environmental, social, and governance
sustainability matters.

Notably, a major shift introduced by the CSRD is the de-

> European Commission, Delivering the European Green Deal, https://commission.europa.euftopics/climate-ac- tion/deliver-

ing-european-green-deal_en.
% Directive on corporate sustainability reporting.

7 https:/fwww.gov.pl/web/finanse/sprawozdawczosc-zrownowazonego-rozwoju.
'8 European Sustainability Reporting Standards, developed under the CSRD.
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parture from voluntary reporting frameworks in favor of
the mandatory ESRS. However, these standards remain
iterative. In 2025, the European Commission focused on
simplifying the reporting process, specifically aiming to
reduce excessive data granularity, introduce more pro-
portionate requirements for smaller entities, and phase
in sectoral obligations during the directive’s initial years
of application.

The second pillar of the European ESG regime is the EU
Taxonomy®, which established uniform criteria for classi-
fying economic activities based on their environmental
impact. In practice, the Taxonomy serves as a market
organizational tool, identifying which activities are eco-
logically sustainable and which require closer scrutiny.
Its framework relies on technical screening criteria and
the ,Do No Significant Harm” (DNSH) principle, ensuring
that progress in one environmental area does not come
at the expense of others. Furthermore, the Taxonomy
mandates that companies disclose the proportion of
their activities that align with these standards, there-

by facilitating capital allocation toward low-emission
projects.

DNSH (Do No Significant Harm): A
fundamental principle requiring that
activities classified as sustainable do not
result in significant negative impacts on
any other environmental objectives.

The Sustainable Finance Disclosure Regulation (SFDR)?
also performs a vital role. Under the SFDR, financial
institutions must disclose how they account for sustain-

ability risks and how their investment products integrate
environmental and social considerations. The overarch-
ing goal of the SFDR is to mitigate ,greenwashing” and
provide investors with credible, transparent information
regarding the nature of financial products. This supports
informed decision-making aligned with sustainability
values. Other relevant legislation includes the Sharehold-
er Rights Directive II”' and the Benchmarks Regulation?,
which govern long-term shareholder engagement and
the indices used as financial benchmarks.

Another transformative element is the Corporate Sus-
tainability Due Diligence Directive (CSDDD)Z.

Within this context, “due diligence”
signifies a corporate obligation to
identify, prevent, and mitigate negative
impacts—both within their own opera-
tions and throughout their entire supply
chain. This includes addressing human
rights violations, labor standard breach-
es, and environmental degradation.

The CSDDD represents a breakthrough, as it links report-
ing obligations to an explicit duty to address real-world
negative impacts. Covered entities must implement
prevention mechanisms and report on risk management
across their entire value chain. This systemic change
forces a total rethink of global supply network opera-
tions. Complementing the social dimension of the CSRD
is the Pay Transparency Directive?, which requires
Member States to implement statutory measures to

 Regulation (EU) 2020/852 of the European Parliament and of the Council on the establishment of a framework to facilitate

sustainable investment.

2 Requlation (EU) 2019/2088 of the European Parliament and of the Council of 27 November 2019 on the disclosure of infor-
mation related to sustainable development in the financial services sector.

2 Directive (EU) 2017/828 of the European Parliament and of the Council of 17 May 2017 amending Directive.

2 Regulation (EU) 2016/1011 of the European Parliament and of the Council of 8 June 2016 on indices used as benchmarks in

financial instruments and financial contracts or for measuring the performance of investment funds and amending Direc-
tives 2008/48/EC and 2014/17/EU and Regulation (EU) No 596/2014.

2 Directive (EU) 2024/1760 of the European Parliament and of the Council of 13 June 2024 on corporate sustainability due
diligence and amending Directive (EU) 2019/1937 and Regulation (EU) 2023/2859.

% Directive (EU) 2023/970 of the European Parliament and of the Council of 10 May 2023 to strengthen the application of the
principle of equal pay for equal work or work of equal value between men and women through pay transparency and

enforcement mechanisms.
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prevent gender-based pay discrimination. Additionally,
a directive on improving gender balance among listed
company directors® aims to ensure equal representation
within corporate leadership.

The ,0mnibus package” initiative of early 2025 emerged
as a response to corporate concerns regarding the
administrative weight of ESG reporting. This package
proposed postponing certain obligations, raising thresh-
olds for reporting entities, and reinforcing the principle
of proportionality. This review process seeks to balance
ambitious climate goals with the operational realities of
businesses.

Beyond Europe, the International Sustainability Stand-
ards Board (ISSB), established by the IFRS Foundation
in 2021, is leading the global push for harmonization.
The ISSB has developed IFRS S1and IFRS S2, which are
poised to become the global baseline for non-financial
reporting.

IFRS: International Financial Reporting
Standards, now expanding to include
sustainability components.

IFRS S1: General Requirements for Dis-
closure of Sustainability-related Finan-
cial Information.

IFRS S2: Climate-related Disclosures,
focusing specifically on climate risks and
opportunities.

These standards are engineered to build capital market
transparency, particularly in North America, Asia, and
Oceania®. Efforts are ongoing to harmonize IFRS STand
S2 with the ESRS to ensure international consistency.
Consequently, the roles of established framewaorks like
the Global Reporting Initiative (GRI) and the Sustainabil-
ity Accounting Standards Board (SASB) are also evolving
toward greater complementarity with these global
baselines.

ISSB: International Sustainability Stand-
ards Board, creator of uniform global
sustainability standards.

GRI: Global Reporting Initiative, the
pioneer of impact-based non-financial
reporting standards.

SASB: Sustainability Accounting Stand-
ards Board, focused on industry-specific,
investor-centric ESG data.

% Directive (EU) 2022/2381 of the European Parliament and of the Council of 23 November 2022 on improving the gender
balance among directors of listed companies and related measures.

% |FRS Foundation, 2025.
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In 2025, the EU regime was further fortified by several
specialized acts:

» EUDR (EU Deforestation Regulation): Re-

quires due diligence for products linked to de-

forestation, requiring geolocation of sources.

» (BAM (Carbon Border Adjustment Mecha-
nism): A carbon border tax that entered its
reporting phase in 2025, with full emission
accounting starting in 2026.

» PPWR (Packaging and Packaging Waste
Regulation): Targets waste reduction and
mandatory recycling levels.

» ESPR (Ecodesign for Sustainable Products

Regulation): Introduces ,digital product pass-

ports” and circular economy requirements.

» Right to Repair Directive: Mandates consumer

access to spare parts to extend product life
cycles.

» Green Claims Directive (2024/825): Prohibits
unsubstantiated claims like ,,eco-friendly”
without scientific evidence.

» ESG Ratings Regulation (2024/3005): Brings
transparency and ESMA oversight to ESG
rating agencies.

In summary, ESG regulations have evolved from ,best
practice” suggestions into a binding legal architecture.
The European Union continues to lead this global shift,
consistently refining its regulatory regime with mech-
anisms that ensure data reliability. For international
companies, the movement toward global harmoni-
zation—led by the interplay between the EU and the
ISSB—remains the most significant strategic trend for
the years ahead.

2.2 Regulations applicable in Poland

The CSRD was formally transposed into the Polish legal

system via the Act of 6 December 2024, which amended

the Act on Accounting, the Act on Statutory Auditors,
Audit Firms and Public Oversight, and several other

associated acts (Journal of Laws of 2024, item 1863). This

legislation entered into force on 1January 2025, estab-
lishing a new mandatory framework for non-financial
transparency.

Amendments to the Act on
Accounting (AoA)

A dedicated Chapter 6, titled ,,Sustainability Reporting,”

has been integrated into the AoA. This chapter, encom-
passing Articles 63p through 63zd, provides the regula-
tory basis for:

=  Scope of Mandate: Identifying which specific
entities are required to prepare sustainability
reports (SR);
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= Content Requirements: Defining the essential
disclosures and data points included in an SR;

m  Reporting Simplifications: Outlining available
exemptions or modified disclosure formats;

= Consolidated Reporting: Governing the prepa-
ration and presentation of group-level SR;

= Reporting Format: Mandating the specific
digital format for sustainability disclosures;

= Third-Country Entities: Regulating the SR
obligations for entities based in non-EEA
countries.

Furthermore, the AoA now contains explicit provi-
sions regarding SR assurance, the criteria for selecting
an Audit Firm (AF) for such engagements, and the
legal requirements for the execution and termination
of SR assurance contracts.



Amendments to the Act on
Statutory Auditors

= EU Taxonomy: Including the associated del-
egated regulations adopted by the European
Commission:

Commission Delegated Regulation (EU)

" FoIIowin.g.these Ieg.iélative am.en.dments, the 2021/2139: Establishing technical screen-
Act specifically codifies the principles govern- ing criteria for climate change mitigation
Ing. and adaptation, and the ,,do no signif-
m Professional Qualifications: The process by icant harm” (DNSH) criteria for other
which statutory auditors obtain the formal environmental objectives.
authority to perform SR assurance; Commission Delegated Regulation
= Independence and Ethics: Requirements for (EU) 2022/1214: Amending the above
maintaining the strict independence of the AF regarding specific economic activities in
and the specific engagement team; certain energy sectors and related public
= Assurance Performance: The technical and disclosures.
procedural standards for conducting the SR ~ Commission Delegated Regulation (EU)
assurance engagement; 2023/2486: Establishing technical criteria
m  Reporting Standards: Guidelines for the draft- for the'sustaina.ble use of water, the _
ing and issuance of the formal SR assurance transition to a circular economy, pollution
report prevention, and biodiversity protection.
= Directly Applicable EU Regulations Regulation (EU) 2015/2088 (SFDR): Gov-

In addition to national laws,
several EU frameworks apply
directly in Poland without
the requirement for further
national transposition:

European Sustainability Reporting Standards

(ESRS): The mandatory standards for data
disclosure.

erning sustainability-related disclosures
in the financial services sector. The KSUA
3002PL Standard

The National Standard on Assurance Engagements
for Sustainability Reporting (KSUA 3002PL)—fur-
ther detailed in Section 5 of this report—is now the
mandatory standard for the assurance of SR. This
standard applies to all sustainability reports prepared
for financial years beginning after 31 December 2023.

2.3 The ,,Omnibus” Simplification Package

On 26 February 2025, the European Commission introduced its inaugural sustainability simplification initiative, known as
the Omnibus Package. These CSRD modifications are articulated through two distinct legislative tracks:
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2.3 The ,,Stop-the-Clock” Directive

» The “Stop-the-Clock” Directive

The first track, a ,stop-the-clock” mechanism, officially postpones the effective reporting dates of the CSRD by two
years for entities in the second and third waves. In Poland, these adjusted deadlines have been formally transposed
into national law via the Act of 9 July 20257,

Table: Revised Sustainability Reporting Deadlines in Poland

. Revised Reporting
Entity Type .
ity Typ Deadline
FIRST WAVE Large Public Interest Entities (PIEs) with > 500 employees. | 2024 (Reported in 2025)
SECOND WAVE Large entities and parent entities of large groups (other 2027 (Reported in 2028)
than Wave 1), and Polish development bank (Bank Gosp-
odarstwa Krajowego).
THIRD WAVE Listed SMEs (EEA), small/non-complex credit institutions, | 2028 (Reported in 2029)
and captive (re)insurance companies.

» Substantive Regulatory Revisions » ESRS Simplification and EFRAG’s Technical

The second legislative track?® focuses on fundamental Advice

changes to reporting and due diligence scope. On 16
December 2025, the European Parliament approved
a provisional agreement with EU governments that
significantly recalibrates these requirements.

Key updates include:

Threshold Adjustments: The sustaina-
bility reporting mandate will now apply
to companies exceeding 1,000 employ-
ees and an annual net revenue of €450
million.

National Exemptions: Member States
have been granted the option to exempt
Sfirst-wave” companies from reporting
for the 2025-2026 financial years.

The European Commission intends to adopt a simplified
set of European Sustainability Reporting Standards
(ESRS) within six months of the second act’s imple-
mentation. The European Financial Reporting Advisory
Group (EFRAG) submitted its formal technical advice

on 3 December 2025, reflecting the following proposed
reductions®:

61% reduction in mandatory data points;

Simplification of the double materiality
assessment process;

Enhanced proportionality and a wider
allowance for the use of estimates within
the value chain.

7 https:/flaw-tracker.europa.eu/procedure/2025_45?lang=en and https://finance.ec.europa.eu/capital-markets-u- nion-and-fi-
nancial-markets/company-reporting-and-auditing/company-reporting/corporate-sustainability-re- porting_en.

28 The Act of 9 July 2025 amending the Act on Accounting, the Act on Statutory Auditors, Audit Firms and Public Oversight, as
well as certain other acts the amended the Act of 6 December 2024 amending the Act on Accounting, the Act on Statutory
Auditors, Audit Firms and Public Oversight, and certain other acts.

» https:/fpana.gov.plfesg-aktualnosci/.
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» Taxonomy and Scrutiny Timelines

A parallel simplification process regarding the EU
Taxonomy is also nearing completion. On 6 October
2025, the joint ECON-ENVI Committee confirmed the
European Parliament’s decision to extend the scrutiny

2.4 Structure of the ESRS

The CSRD and ESRS define the mandatory framework
through which in-scope companies must disclose their
sustainability performance.

The ESRS architecture is organized into three hierarchical
categories:

m  Cross-cutting Standards: Foundational rules
applicable to all reporting areas.

m  Topical Standards: Specific requirements
covering Environmental (E), Social (S), and
Governance (G) matters.

m  Sector-specific Standards: Standards
tailored to high-impact industries (currently
under a multi-year postponement by the
European Commission).

m  Cross-cutting Standards

The cross-cutting standards establish the general prin-
ciples and disclosure mandates that underpin the entire
sustainability statement:

ESRS 1 General Requirements: Defines

the mandatory concepts for preparation,
such as the double materiality principle,

value chain boundaries, and data quality
conventions.

ESRS 2 General Disclosures: Specifies
the baseline information all entities must
report regarding their governance, strat-
egy, and the management of material
impacts, risks, and opportunities.

period for this process until 5 January 2026. Barring any
formal objections from the EU Council or Parliament, the
final delegated act is expected to be published either at
the very end of 2025 or in January 2026.

In accordance with ESRS 1 (8 5), these foundational
requirements apply horizontally across all topical and
(future) sector-specific standards.

» Topical Standards (ESG)

The topical standards are categorized into three pillars,
each further subdivided into specific topics and sub-top-
ics to ensure granular reporting:

m Environmental (E): Covers five standards,
ranging from ESRS E1 (Climate Change) to
ESRS E5 (Resource Use and Circular Econo-
my).

= Social (S): Focuses on four key stakeholder
groups: the company’s Own Workforce (S1),
Workers in the Value Chain (S2), Affect-
ed Communities (S3), and Consumers and
End-users (S4).

= Governance (G): Centered on ESRS G1 (Busi-
ness Conduct), which includes disclosures on
anti-corruption, transparency, and corporate
culture.

» Sector-specific Standards

Following the Omnibus I directive, the adoption of sec-
tor-specific standards has been significantly delayed to
allow companies to prioritize the implementation of the
simplified , sector-agnostic” set. While EFRAG continues
to develop drafts for high-impact sectors (such as Oil

& Gas and Mining), their formal integration into the EU
regulatory regime is not expected before the 2026/2027
period.
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ESRS E1 - Climate change

ESRS E2 - Pollution

ESRS E3 - Water and marine resources

ESRS E4 - Biodiversity and ecosystems

ESRS ES5 - Resource use and circular economy

ESRS S1- Own workforce
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ESRS S2 - Workers in the value chain

ESRS S3 - Affected communities

ESRS S4 - Consumers and end-users

ESRS G1 - Business conduct
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aUSTAINABILITY REPORTING
ASSURANCE MARKET IN POLAND:
aURVEY ANALYSIS

The Polish Agency for Audit Oversight (PANA) executed
a comprehensive diagnostic survey among audit firms
(AFs) responsible for the statutory audits of Public
Interest Entities (PIEs). Conducted between June and
August 2025, the research instrument comprised 92
structured and open-ended inquiries. Of the forty-seven
AFs that participated in the study, 16 (representing 34
percent of the sample) provided assurance on sustain-
ability reporting (ASR) during the 2025 period. Notably,
15 of these practitioners (32 percent of the total sample)
indicated a strategic intent to maintain these services in

the subsequent fiscal year.

The empirical data derived from AFs with established
experience in ASR proved exceptionally significant.
These insights facilitated the identification of systemic
operational challenges and allowed for an assessment
of the ,reporting readiness” of their corporate clients. A
comprehensive dataset regarding the total volume of
assurance engagements performed in 2025 is expected
to be finalized by the end of February 2026, coinciding
with the statutory reporting deadline for AFs under Arti-
cle 510of the Act.

Institutional Preparation for Assurance

Audit firms initiated their strategic preparations for ASR between 2021 and 2024. A longitudinal analysis of these efforts
indicates that the majority of firms commenced organizational and methodological restructuring at least twelve months

prior to the formal activation of their assurance services.

Start of the preparation process

30%

25%

20%

15%

10%

5%

0%
2021Q1  2022Q4 2023Q1  2023Q3

2024Q1  2024Q2 2024Q3 2024 Q4
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3.1 Economic and Operational Dimensions

of ASR Preparation

The mobilization for Assurance on Sustainability Report-
ing (ASR) necessitated significant financial allocations.
When prompted to identify the primary cost centers, au-
dit firms (AFs) most frequently cited professional train-
ing (n=9), followed by the development of standardized
model documentation (n=2). Other significant expendi-
tures included the recruitment of external specialists,
the engineering of proprietary digital tools to manage
ASR engagement files, and broader human resource
investments, encompassing competitive salaries and
essential technological infrastructure such as specialized
hardware. While most firms could isolate their primary
financial drivers, one respondent noted an inability to
distinguish a single dominant expenditure item.

The scale of financial commitment varied markedly
across the sector. The mean expenditure among sur-
veyed entities was approximately PLN 330,000, though
the median of PLN 120,000 suggests a distribution
influenced by significant outliers, with the maximum
reported investment reaching PLN 1.5 million.

|dentification of Preparation
Challenges

The research also sought to isolate the primary impedi-
ments encountered during the ASR preparatory phase.
The overarching challenge was defined as regulatory
uncertainty, specifically stemming from the protracted
transposition of the CSRD into Polish legislation and the
finalized timeline for the adoption of KSUA 3002PL. This
was compounded by a lack of authoritative interpreta-
tions of the ESRS and the high frequency of technical
updates issued by EFRAG in its iterative Q&A format.

Further institutional and operational obstacles included:

m Methodological Gaps: A deficiency in stand-
ardized model documentation to harmonize
assurance procedures, forcing firms to design
proprietary tools and internal forms.
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m Human Capital Scarcity: A critical shortage of
professionals possessing dual competencies
in both sustainability reporting and financial
auditing.

m  Educational Constraints: Diminishing availabil-
ity of high-quality external training programs.

m  Cultural Shifts: The necessity for a paradigm
shift within audit teams to transition from a
narrow financial-accounting focus to a holistic
reporting perspective.

Client-Side Operational
Deficiencies

In addition to internal AF constraints, significant oper-
ational hurdles were identified on the part of reporting
entities, which frequently resulted in severe workload
compression following the fiscal year-end. Key systemic
issues included:

= Methodological Inconsistency: Discrepancies
in applying double materiality assessments.

m Disclosure Mapping: Technical difficulties in
translating Impacts, Risks, and Opportunities
(IROs) into compliant disclosures.

m  Boundary Ambiguity: Poorly defined report-
ing perimeters, often leading to a focus on
mandatory checklists rather than material
relevance.

= Value Chain Maturity: Sparse qualitative data
regarding value chains and immature due
diligence processes.

All these problems can be assigned to six categories, as
illustrated in the chart below:



Main problems related to the preparation for assurance

Delays on the part of the clients

Team qualifications/competences

The lack of good training

Practical methodology and its development
Difficulties in interpretation of the requirements

The lack of standards and legislative delays

()

3.2 Evolution of Human Capital and Professional Expertise

A segmented analysis of the surveyed audit firms
reveals a developing trajectory of professional experi-
ence in Assurance on Sustainability Reporting (ASR).

Six respondents reported established expertise in this
domain, with one practitioner’s experience dating back
to 2017. Subsequent market entry was noted in 2022 and
2023 (two firms), while three additional firms initiated
these services in 2024.

This institutional involvement is mirrored by a significant
expansion in the specialized workforce. In 2024, a total of
31 statutory auditors across seven entities were engaged
in ASR. By 2025, this figure escalated to 73 auditors
operating within 16 AFs—a growth rate exceeding 135%.
Furthermore, respondents project a continued upward
trend, forecasting a total of 82 specialized auditors by
2026.

Strategic Recruitment and Competency Building

To meet the anticipated demand for ASR, audit firms
have implemented targeted recruitment strategies
focused on multi-level expertise. Hiring efforts have
targeted both entry-level professionals beginning

their specialization in ESG (Environmental, Social, and
Governance) and senior experts with three to five years
of established industry experience. Additionally, two

AFs successfully recruited statutory auditors possessing
specific, high-level expertise in the ESG sector to fortify
their methodological leadership.

The distribution of these newly acquired competencies
and staff categories is illustrated in the detailed chart
below:
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3.3 Operational Execution of ASR Engagements

As established in the introductory analysis, 16 of the engagements per AF, with one firm deploying expert
surveyed audit firms (AFs) actively performed assur- support for 28 distinct engagements.

ance engagements during the 2025 period. Within this
cohort, nine firms (56%) integrated a Statutory Auditor

for Sustainability Reporting (SAASR) expert, as defined reporting complexity intersects with scientific data. The

under the provisions of KSUA 3002PL. While two firms frequency of expert deployment by area is llustrated in
utilized experts for a single specific engagement, the the chart below:

average involvement across the sector was 14 assurance

Expertise was strategically utilized across specialized
technical domains, primarily focusing on areas where

ESRS E1

Credit risk

1
1
Double materiality assessment _ 3
EU taxonomy _ 4
Carbon footprint calculation _ 8
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Methodological Adequacy and Expert Integration

Pursuant to § 84 of KSUA 3002PL, the SAASR is man-
dated to evaluate the adequacy and professional rigor of
the expert’s work relative to the assurance objectives. In
100% of the cases analyzed, the SAASR condluded that
the expert’s contribution was optimal for the engage-
ment requirements.

Regarding the volume of data collected by experts to

support a limited assurance conclusion, a majority of
respondents confirmed quantitative adequacy. Notably,
one respondent observed that an expert collected a
larger dataset than strictly required; this variance was
attributed to specific conservative parameters within the
sampling process to mitigate detection risk in a nascent
reporting environment.

3.4 Scaling of Assurance Teams and Competency

Development

The operational capacity of audit firms (AFs) is un-
dergoing a significant expansion, characterized by a
year-on-year increase in the total headcount dedicated
to sustainability assurance engagements. This growth
reflects the sector’s strategic commitment to meeting

the escalating demand for non-financial verification.
The trajectory of this workforce expansion—distin-
guishing between statutory auditors, managers, and
assistants—is detailed in the comprehensive datasets
below:

Total number of people involved (excluding experts)
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250
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150
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Average number of people involved in assurance of SR in a given AF
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While the aggregate institutional workforce is specialized teams rather than significantly inflating the
expanding, the average team density per specific en- size of individual engagement units, thereby maintain-
gagement remains notably stable. This suggests that ing operational efficiency.

AFs are achieving growth by increasing the volume of

Diversification of Educational Pathways

Professional competencies within the surveyed AFs m Postgraduate Specialization: 34 individuals
were primarily developed through specialized, high-in- pursued advanced postgraduate diplomas in
tensity training programs. A total of 409 professionals ESG and sustainability reporting.

participated in these sector-specific courses. Further- = Degree-Level Education: 12 professionals ob-

tained bachelor’s or master’s degrees specifi-
cally focused on this domain.

more, the academic and formal qualification landscape is
characterized by the following distribution:

= Mandatory Professional Development: 44
auditors completed the statutory 80-hour
continuing professional development (CPD)
program required for specialized certification.

It should be noted that these educational statistics refer
exclusively to the internal audit staff and do not include
the specialized SAASR experts discussed in previous
sections.

3.5 Quality Management Systems and Methodological

Infrastructure
The institutional adaptation to Assurance on Sustainability (QMS). This systemic integration ensures that sustainability
Reporting (ASR) is characterized by a significant reconfigu- assurance is governed by the same rigorous standards as fi-
ration of internal controls, with 81% of surveyed audit firms nancial auditing. The distribution of updates across specific

(AFs) formally updating their Quality Management Systems QMS components is illustrated in the chart below:

I /107



Updating the QMS elements

Corporate governance

Information and communication

Relevant ethical requirements
Inspection/monitoring

Risk assessment processes

Engagement acceptance and continuation

Engagement quality control

0

| N R N I
Human resources/teams allocation I
Engagement performance I

2 4 6 8 10

Methodological Development and Technological Integration

A substantial majority of respondents (94%) reported
the development of a new, uniform methodology
specifically designed for sustainability assurance.
Regarding technological infrastructure, 44% of firms
opted to engineer proprietary, in-house IT tools

to support ASR workflows. To validate these new
frameworks, 19% of the AFs conducted pilot engage-
ments, providing a critical feedback loop to refine
methodology and software functionality before full-
scale deployment.

Monitoring and Oversight Mechanisms

Ongoing monitoring of engagement performance is
established in 81% of the surveyed firms, encompass-
ing real-time progress tracking and comprehensive
documentation reviews. Large-scale AFs reported the
utilization of dedicated monitoring teams operating at
both national and regional (Central European) levels.
The primary modalities of oversight include:

m ,Hot” Quality Reviews: Real-time assess-
ments of engagements currently in pro-
gress.

= Quality Controller Integration: Direct in-
volvement of specialized reviewers in the
assurance process.

m Technical Consultation Panels: Dedicated
forums for validating complex procedures,
such as the double materiality assessment.

Furthermore, 100% of respondents intend to perform
closed-file inspections of ASR engagements as part
of their long-term monitoring strategy, with 94%
committing to a periodic monitoring cycle.
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Operational Weaknesses and Procedural Depth

Despite high levels of preparation, 31% of AFs
identified specific systemic weaknesses during the
execution of ASR engagements. These impediments
largely stem from external factors, including:

m (lient-Side Knowledge Gaps: A limited
understanding of ESRS requirements by
reporting entities and their advisors.

m  Report Volumetry: Excessive detail in
sustainability reports that complicates the
identification of material information.

m Legislative Ambiguity: The prolonged
transposition process creating mar-
ket-wide uncertainty.

m Scope Divergence: The substantial differ-
ence between traditional financial audit-
ing and the multidimensional nature of
sustainability assurance.

Regarding the intensity of verification, 75% of
respondents deemed the degree of detail in their
assurance procedures to be optimal for providing

a limited assurance conclusion. Conversely, 31%
noted areas where the depth of procedures arguably
exceeded the requirements of a limited assurance
mandate, suggesting a conservative ,,over-audit-
ing” trend as firms navigate this nascent regulatory
landscape.

3.6 Analysis of ESRS Implementation Challenges and

Assurance Findings

An evaluation of the implementation phase reveals

a significant variance in the difficulty associated with
specific standards. ESRS 1 (General Requirements), ESRS
2 (General Disclosures), and ESRS E1 (Climate Change)
were identified as the most complex standards to apply.
Conversely, ESRS S3 (Affected Communities), ESRS S4

(Consumers and End-users), and ESRS G1 (Business
Conduct) were categorized as the most accessible. This
hierarchy of difficulty directly correlates with the tempo-
ral resources required for verification, as illustrated in the
following scale:

Time-consumption of disclosure verification
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This assessment of difficulty by audit firms (AFs) mirrors
the experiences of the reporting entities. During the as-
surance process, entities expressed significant concerns
regarding regulatory ambiguity, the complexities of pre-
paring disclosures compliant with Consolidated Financial

Statements (CFS) standards, and the formalization of

required sustainability policies. The ,first-time report-

er” status of these entities was identified as a primary
systemic barrier to reporting maturity.

Patterns in Assurance Adjustments and Observations

The nascent nature of the reporting framework resulted
in a high frequency of corrections and formal comments
issued by AFs. The most significant volume of adjust-
ments pertained to environmental disclosures, specifi-
cally regarding ESRS E1and the EU Taxonomy. Recurrent
errors were identified in the calculation methodologies
and disclosure of Greenhouse Gas (GHG) emissions and
carbon footprints.

Furthermore, a significant number of auditor observa-
tions focused on the application of ESRS 1and ESRS 2,
specifically targeting:

= Double Materiality Analysis: Inconsistencies in
the identification and weighting of impacts.

m  Connectivity: A lack of clear alignment
between established policies, performance
targets, and reported ESG indicators.

m  Social Pillar (S1): Omissions in mandatory data
points, most notably regarding the gender
pay gap.

In terms of materiality, corrections related to ESRS E1
and the double materiality assessment (under ESRS 2)
were ranked as the most critical by assurance practition-
ers.

Theoretical and Practical Dilemmas in Double Materiality

The double materiality analysis emerged as the most
significant methodological hurdle for both reporters and
assurance providers. Survey respondents identified four
primary drivers for this complexity:

1) Interpretational Ambiguity: Inconsistencies in
the technical quidance and Q&As published by
EFRAG.

2) Conceptual Gaps: A fundamental lack of under-
standing of the double materiality framework

among report preparers.

3) Subjectivity of Judgement: The inherent difficulty
in quantifying qualitative impacts and financial
risks.

4) IRO Volumetry: The identification of an excessive-
ly broad range of Impacts, Risks, and Opportuni-
ties (IROs), which often diluted the focus on truly
material issues.
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3.7 Critical Evaluation of Stakeholder Engagement and
Data Integrity

A primary challenge identified in the survey was the ment within the sustainability reporting framework.
rigorous verification of the stakeholder identification Systemic deficiencies were observed in five key areas:
process and the assessment of their substantive involve-

» Methodological Robustness and Completeness: Prevalent issues included divergent approaches
and immature identification processes. A significant ,information gap” was documented specifi-
cally within the upstream value chain.

» Consultation Quality and Representativeness: Evaluative processes often suffered from low re-
sponse rates and qualitative deficiencies, utilizing instruments that were either too generalized
or targeted at insufficiently representative demographics.

» Audit Trail and Documentation: Persistent inconsistencies were noted in the maintenance of
records, with evidence trails often failing to meet the threshold for sufficient completeness.

» Materiality Threshold Calibration: Technical difficulties were reported in defining and document-
ing objective, practical criteria for Impacts, Risks, and Opportunities (IROs).

» Governance and Executive Oversight: Inconsistent levels of management support and instances
of subjective selection processes were cited as impediments to objective reporting.

Key challenges of reviewing the process of stakeholder identification
and assessment of their involvement (in percent)

= Methodology and documentation = Completeness of identification = Quality of consultations

IROs materiality thresholds Management support
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Quality Assessment of Environmental Audit Evidence

Regarding the integrity of environmental data provided
as audit evidence, only 44% of respondents deemed the
quality to be sufficient. The remaining cohort identified
several variables influencing data reliability:

m Institutional Scale: Larger organizations with
dedicated ESG departments demonstrated
superior data management capabilities.

= Advisory Influence: The engagement of expe-
rienced external consultants correlated with a
material improvement in data quality.

m Internal Control Deficiencies: Environmental
metrics were frequently omitted from formal
internal control systems.

m  Geographic Data Asymmetry: Non-EU
operations often lacked mandatory record-
ing requirements for emissions and waste,
necessitating a high reliance on statistical
estimates.

= Authoritative Data Sources: Information
derived from the BDO (Database on Products
and Packaging) and KOBIZE (National Centre
for Emissions Management) systems consist-
ently met adequate quality standards.

Verification of Ethical Reporting and ,,Greenwashing” Risk

The majority of surveyed audit firms (AFs) did not
identify instances of deliberate ,greenwashing” in the
2024 reporting cycle. However, practitioners flagged
»quasi-marketing” elements, such as overly generalized

provisions, a lack of evidentiary support for claims, and
the selective omission of negative environmental or
social impacts.

Challenges in Carbon Footprint and Scope 3 Emissions

Significant technical obstacles were reported regarding
environmental data quality, particularly concerning
Scope 3 emissions. Identified risks included the substi-
tution of primary data with outdated indices, category
omissions, and duplication of emissions. Despite these
complexities, AFs maintained the verifiability of the data
through targeted analytical procedures, including:

m  Historical Continuity Analysis: Identifying
illogical year-on-year deviations.

m  Carbon Footprint Recalculation: Methodolog-
ical verification of Scope 3 data using retail
sampling.

m  Benchmarking: Comparative analysis against
industry-standard public datasets.

Evidentiary Hierarchy and Management Representations

Notably, management representations were rarely utilized
as the primary source of audit evidence. These statements
typically appeared only in high-judgment areas, such as the
finalization of the double materiality analysis. In instances
where management persisted in a subjective interpreta-
tion that diverged from the auditor’s preliminary findings,

formal statements were required to document the board’s
accountability for the chosen threshold or methodology.

Finally, the survey isolated specific challenges regarding
value chain transparency (including reporting bounda-
ries and IRO integration), which are categorized in the
detailed framework below.
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3.8 Systematic Challenges in Value Chain Assurance and
Methodological Responses

The survey results indicate that providing assurance on
value chain information represents one of the most sig-
nificant technical hurdles in the current reporting cycle.
These difficulties are categorized into seven primary
systemic dimensions:

1) Documentation and Transparency: A prevalent
lack of structured procedural documentation
regarding the entity’s internal assessment steps.
This is often compounded by opaque reporting
boundaries, specifically concerning the inclusion
or exclusion of certain product life cycle stages.

2) Process Maturity: A documented immaturity in
due diligence frameworks within the value chain,
alongside a lack of structured mapping of key
value chain actors.

3) Analysis Perimeter: A tendency to restrict analysis

to ,Tier 1" (direct) suppliers, effectively omitting
indirect relationships (Tiers 2 and 3). This limita-
tion often leads to the failure to identify material
Impacts, Risks, and Opportunities (IROs) located

further upstream or downstream.

4) Qualitative Disclosure Integrity: Sustainability
statements frequently exhibit sparse qualitative
data, supported by consultation instruments
(surveys) that lack sufficient depth.

5) Conceptual Alignment: A fundamental difficul-
ty in correlating IROs with specific value chain
segments, exacerbated by a lack of defined,
value-chain-specific metrics.

6) Data Acquisition and Interoperability: Reliance
on manual data collection from external partners
results in inconsistent quality and an inability to
perform automated aggregation. The absence
of historical benchmarks further complicates the
first-year reporting environment.

7) Reporting Boundary Ambiguity: Technical difficul-
ties in defining the precise start and end points of
the value chain, coupled with divergent inter-
pretations of ,,upstream” versus ,downstream”
activities between auditors and clients.

Assurance Procedures and Evidence Collection

The survey reveals a notable reliance on internal evi-
dence; 94% of audit firms (AFs) did not utilize external
confirmation procedures. In the rare instances where
such procedures were employed, they were limited to
legal confirmations regarding disputed environmental or
labor matters.

Instead, practitioners focused on analytical procedures,
which were utilized by 69% of respondents. These
methodologies were applied where expectations could

be modeled and comparative data accessed. The primary

analytical methods included:

m  Benchmarking and Trend Analysis: Comparing
entity performance against industry peers
and historical (where available) data.

= Financial Correlation: Aligning non-financial
indicators with audited financial data to
ensure internal consistency.
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m  Technical Cross-Verification:

Emissions Verification: Correlating energy
consumption volumes (under ESRS E1-
E5) with energy costs to validate Scope 2
emissions.

Governance Metrics: Using receivables
turnover rates to verify the accuracy of
reported payment practices (under ESRS
G1-6).

Despite the application of these techniques, the effec-
tiveness of analytical procedures remains constrained by
the current lack of longitudinal comparative data and the
general immaturity of corporate sustainability processes
in this inaugural reporting period. The consensus among
AFs indicates a critical need for structural improvements
in value chain transparency to enhance the reliability of
future disclosures.



3.9 Qualitative Assessment of the Initial Assurance Cycle

To evaluate the developmental trajectory of sustainabil- that the draft required extensive, significant structural
ity reporting (SR), respondents were requested to rate corrections and substantive additions, while a rating of 5
the quality of the initial drafts relative to the finalized indicated a report requiring no material adjustments.

versions on a 5-point Likert scale. A rating of 1signified

Distribution of quality ratings for the first versions of sustainability reports
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The empirical distribution of these ratings reveals a data underscores the high degree of auditor interven-
significant quality gap; a clear majority of respondents tion required to bring reports to a level compliant with
categorized the initial report quality as ,poor,” and no limited assurance standards.

audit firm (AF) assigned the maximum rating of 5. This

Institutional Resilience and the Learning Curve

Conversely, the assessment of the audit firms' internal = Regulatory Volatility: High levels of uncertain-
readiness indicates a robust institutional commitment. ty regarding final disclosure requirements.
AFs successfully mobilized significant human capital,
integrated specialized IT infrastructure, and updated pro-
cedural frameworks. The survey findings demonstrate

a sophisticated technical understanding of both the
ESRS architecture and the specific assurance protocols

m  Reporting Immaturity: Sub-optimal prepara-
tion and a conceptual lack of understanding
regarding sustainability matters among
reporting entities.

mandated under KSUA 3002PL. Undoubtedly, the inaugural year represented the
. . steepest point on the professional learning curve for the
The 2024 reporting cycle was characterized by extreme Polish audit sector. Nevertheless, the fact that 15 out of

operational pressure during both the preparatory and
implementation phases. Factors contributing to this
complexity included:

16 surveyed entities intend to continue providing ASR
services in 2026 serves as a significant indicator of in-
stitutional confidence. This high retention rate reflects a
m Legislative Lag: Protracted transposition of positive self-evaluation of the professional competencies

EU directives into national law. and technical experience acquired during this demanding
transitional period.
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The transposition of the CSRD and ESRS into the Polish
legal framework has established a mandatory require-
ment for large Public Interest Entities (PIEs) to disclose
sustainability information effective from the 2024
financial year. Crucially, these disclosures must undergo
formal assurance by independent auditors. The Quality
Management System (QMS) of an audit firm serves as
the structural foundation for ensuring the integrity and
high quality of this assurance.

FINDINGS FROM THEMATIC
NSPECTIONS: INSTITUTIONAL
READINESS FOR SUSTAINABILITY
ASSURANCE

Engaging in Assurance on Sustainability Reporting (ASR)
necessitated a rigorous gap analysis and subsequent
adaptation of existing QMS frameworks. The evaluation
of this institutional readiness was conducted through a
thematic inspection of seven selected audit firms. This
section details the modifications introduced and the
methodological solutions adopted across various QMS
components.

41 Integration of ASR into the Quality Management

System

Pursuant to Article 50(1) of the Act, audit firms are man-
dated to implement a QMS aligned with national quality
management standards. This multifaceted system
integrates:

= Strategic Policies: Establishing the high-level
objectives for quality.

= Operational Procedures: Defining the step-
by-step execution of assurance tasks.

= Organizational Architectures: Structuring
teams and lines of responsibility.

m  Regulatory Mechanisms: Ensuring compliance
with the specific provisions of Article 64 of
the Act.

Under § 6 of KSK] 1, the QMS is conceptualized as a con-
tinuous and iterative framework, engineered to adapt
dynamically to changes in the firm’s business environ-
ment and the specific nature of its engagements.
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Furthermore, in accordance with § 9 of KSUA 3002PL,
the robust management of quality and strict adherence
to ethical principles—specifically independence re-
quirements—are recognized as being in the high public
interest. The systematic integration of the QMS with the
ESG (Environmental, Social, and Governance) assurance
process is therefore essential to fulfill legal mandates,
ensure the reliability of sustainability disclosures, and
effectively mitigate institutional legal and reputational
risks.



411 Structural Adaptation of the Quality Management System

Pursuant to § 19 of KSKJ 1, an audit firm is mandated
to design, implement, and operate a QMS through the
application of professional judgement, meticulously
accounting for the specific nature and circumstances
of its operations and the technical complexity of its
engagements.

. Question

The integration of ASR into the service portfolios of the
surveyed firms necessitated a rigorous gap analysis of
existing QMS provisions. This evaluative process deter-
mined the extent of necessary structural modifications
to ensure regulatory compliance and methodological
consistency.

[ Has the QMS been modified to include assurance on sustainability reporting?

. Responses

Strategic QMS Modifications for Sustainability Assurance

Category of Modification

1 Global Network-Level Modification

Frequency (Audit Firms)

Network-Level Modification with National Alignment 4

Local (National) Level Modification

N W N

No Modification Required

Total 7

Following the expansion of services to include ASR, 86%
of the surveyed firms (six out of seven) executed formal
modifications to their QMS. One entity conduded that its
existing framework was sufficient, as it already incorpo-
rated a methodology compliant with KSUA 3002PL. It is
critical to note that the ASR methodology represents a
core intellectual resource and a fundamental component
of the QMS; therefore, it must be formally integrated
into the system regardless of whether broad structural
changes are implemented.

For the majority of entities (five firms), the primary
revisions were engineered at the global network level.
Within this group, four firms implemented additional
provisions to ensure strict alignment with Polish na-
tional regulations, reflecting a tiered approach to quality
governance. Only one firm operated independently to
develop and implement its specific QMS adaptations.

41.2 The Risk Assessment Process

Pursuant to § 23 of KSKJ 1, an audit firm is required to
design and implement a structured risk assessment
process to:

m  Establish Quality Objectives: Defining the
desired outcomes for the QMS.

= Identify and Evaluate Quality Risks: Pin-
pointing threats to the achievement of those
objectives.

Formulate and Deploy Risk Responses: Implementing
controls to mitigate identified threats.
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In accordance with § 25 and § 26 of KSK] 1, the precise
identification of quality risks serves as the empirical basis
for designing responses that ensure the attainment of
institutional quality targets.

Assurance on Sustainability Reporting (ASR) is fun-
damentally interdisciplinary, distinguishing it from

. Questions

traditional financial assurance. This unique nature
necessitates a specialized risk profile, as the complexi-
ties of ESG data—ranging from climate science to social
metrics—generate risks distinct from those encountered
in historical financial auditing. Consequently, firms must
calibrate their QMS to identify these specific risks and
engineer adequate, proportional responses.

m \What new risk objectives and responses have been designed in the QMS to update it for ASR?

m What risk targets and responses have been modified to update it for ASR?

. Responses

Evolution of Quality Objectives and Risk Responses for ASR

Nature of Modification Audit Firms

1 Integration of New Quality Objectives 0
2 Modification of Existing Quality Objectives 2
3 Identification of New Risks and Responses 4
4 No Institutional Changes 1

Total 7

The thematic inspections revealed that none of the
surveyed firms established entirely new quality ob-
jectives. Instead, the prevailing approach involved the
recalibration of existing objectives (two firms) or the
isolation of new risk factors (four firms) inherent to the
sustainability domain. One firm reported no changes to
its risk assessment architecture.

The modifications implemented by the majority of firms
primarily focused on the logical extension of existing
policies. This involved incorporating sustainability-spe-
cific parameters into the firm's overarching quality
framework, ensuring that the interdisciplinary demands
of ASR are addressed within the established institutional
risk appetite and control environment.

4.1.3 Governance and Leadership in the ASR Framework

Active involvement by an audit firm’s executive man-
agement is the primary determinant of engagement
quality. Within the KSK] 1framework, § 28 establishes
the quality objectives for governance and leadership
necessary to sustain a robust Quality Management Sys-
tem. Pursuant to point (a) of this paragraph, a firm must
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demonstrate an institutional commitment to quality by
fostering an organizational culture that recognizes:

m Public Interest Mandate: The firm’s role in
providing consistent, high-quality engage-
ments as a service to the broader public
interest.




m  FEthical Foundations: The primacy of profes-
sional ethics, values, and objective attitudes.

m  Collective Responsibility: The accountability of
all personnel for quality outcomes and adher-
ence to expected behavioral standards.

. Question

Strategic Integration: The prioritization
of quality within the firm's strategic deci-
sion-making, including its operational and

financial imperatives.

What actions has the audit firm’s management taken to show their involvement in modifying the QMS for ASR?

. Responses

Executive Actions for QMS Adaptation The thematic
inspections identified several strategic measures un-
dertaken by management to demonstrate leadership

Management involvement in QMS changes

during the transition to Assurance on Sustainability
Reporting (ASR). The distribution of these leadership
initiatives is detailed below:

= Appointment of an SR assurance leader

= Building of ASR teams

= ESG workshops

m Recruitment of ESG specialists

= Regular network meetings

= Analysis of ESG-related changes

= Alignment with of KSUA 3002PL

= Direct involvement of partners

= Internal training

= Continuing professional development
training
Network training
Development of an assurance methodology
Support for maintaining the competence of

statutory auditors
SR assurance policy
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41.4 Information and Communication within the QMS

The effective governance of Quality Management Sys-
tem (QMS) processes—specifically regarding Assurance

tional network, providing the necessary feedback loops
for the robust design and operation of the QMS.

on Sustainability Reporting (ASR)—is predicated on the
establishment of consistent and transparent commu-
nication channels. The foundational principles for these
information flows are codified in § 33 of KSK] 1, which
mandates the acquisition, generation, and systematic
utilization of quality-related data. These activities ensure
that information is communicated in a timely manner
both internally and across the firm’s broader organiza-

Furthermore, pursuant to § A110 of KSK) 1, the opera-
tional integrity of the QMS depends on the availability
of ,reliable and relevant” information—defined by its
accuracy, completeness, and timeliness. Such data qual-
ity is a prerequisite for evidence-based decision-making
regarding the maintenance, evaluation, and continuous
improvement of the firm’s assurance capabilities.

Dissemination of ASR Methodologies and Updates

. Question

What measures have been taken by the audit firm’'s management to provide appropriate communication
regarding ASR to audit firm staff?

. Responses

Audit firms have utilized diverse communicative instruments to disseminate ASR-related strategic and technical updates
to their personnel. The empirical distribution of these communication channels is detailed below:

Ways of ESG communication

® Ongoing information (newsletters)
m Internal meetings
m Network meetings
® Internal training
m External training
Appointment of a leader (coordinator)
® Formation of an ESG team

m Network training
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The data indicates that ongoing digital communication
(newsletters) was the primary vehicle for maintaining
staff awareness, utilized by five of the seven entities.
This was supplemented by interactive formats, such as
internal meetings and specialized training, to ensure the
deep integration of new methodology. Other modali-
ties—induding the appointment of regional coordina-

tors, the formation of dedicated ESG workgroups, and
external network-level training—were reported as sec-
ondary or incidental measures. This tiered communica-
tion strategy reflects an effort to balance broad aware-
ness with the specialized technical upskilling required for
high-quality sustainability verification.

4.1.5 Adherence to Relevant Ethical Requirements

and Independence

The ethical framework for Assurance on Sustainabil-

ity Reporting (ASR) is strictly codified in § 27 of KSUA
3002PL. These requirements mandate adherence to the
principles of professional ethics for statutory auditors

as adopted by the National Board of Statutory Auditors
(IESBA Code), alongside the independence provisions
established by the Act and Regulation (EU) No 537/2014.
These standards ensure that sustainability assurance is
performed with the same level of objectivity and integri-
ty as statutory financial audits.

Furthermore, pursuant to § 29 of KSK) 1, audit firms

. Questions

must establish specific quality objectives to fulfill their
obligations under these ethical and independence
requirements. This institutional alignment is essential
for regulatory compliance and the maintenance of the
highest professional quality standards in the nascent
ESG reporting landscape.

Integration of Ethical Safeguards into the ASR Process

The thematic inspectionst evaluated the actions taken
by firms to incorporate these ethical requirements into
their operational ASR workflows.

m What is the audit firm’s policy on covering ASR engagements with quality control? Please indicate
the criteria for the selection of engagements for quality control (see § 34, 35 of KSUA 3002PL and the

reference therein to § 36 of KSUA 3000(Z))?

m Have existing tools been modified to carry out quality control?

. Responses

The findings reveal a significant effort to update both policy frameworks and technical instruments.

Modifications to Ethical and Independence Protocols for ASR
\[o} Nature of Modification YES NO Total
1 | Revisions to Formal Independence Policies 5 2 7
2 | Modification of Digital Tools / Software 3 1 4*
3 | Update of Compliance Forms / Statements 2 1 3*

*Note: Some firms reported multiple or singular technical updates.
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The data indicates that the majority of firms (71%)
proactively revised their independence policies to en-
compass the specific risks associated with sustainability
assurance, such as potential conflicts arising from ESG
advisory services.

To operationalize these policy changes, firms implement-

ed critical updates to their technical infrastructure:

m Digital Systems: Three firms updated their
compliance software to include ASR-specific
independence checks and conflict-of-interest
monitoring.

= Documentation: Two firms modified their for-
mal declaration templates and independence
statements to explicitly cover sustainability
reporting engagements.

These modifications ensure that the ethical ,,gatekeep-
ing” role of the statutory auditor is effectively extend-
ed to non-financial disclosures, mitigating the risk of
compromised objectivity in the evaluation of corporate
sustainability performance.

4.2 Client Acceptance, Engagement Continuance,

and Resource Allocation

Pursuant to § 25 of KSKJ 1, an audit firm's Quality Man-
agement System (QMS) must be holistically designed to
encompass all service dassifications within its portfolio.

The integration of Assurance on Sustainability Reporting

(ASR) necessitates a comprehensive recalibration of

quality objectives and the identification of service-specif-
ic risks. Methodological compliance is governed by KSUA
3002PL, which mandates that firms implement effective
response mechanisms within the QMS to address the
unique complexities of non-financial verification.

4.2.1 Acceptance and Continuance Protocols

The transition to ASR required a granular evaluation of
acceptance procedures to ensure they remain adequate
for the practitioner’s new regulatory responsibilities.
Under § 30(a) of KSKJ 1, firms must establish quality
objectives ensuring that decisions to accept or continue
a relationship are based on:

= Information Integrity: Obtaining sufficient

. Question

data on the engagement’s nature and the
ethical values of the client’s management and
governance bodies.

m Operational Capability: Verifying the firm’s
capacity to execute the engagement in strict
accordance with professional standards and
regulatory mandates.

What modifications have been made to the tools in this area?

. Responses

The thematic inspections examined how firms adapted their technical instruments to meet these heightened acceptance

standards. The strategic approaches adopted by the surveyed firms are summarized below:
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Modification of Tools for Client and Engagement Acceptance
Technical Modification Category Frequency (Audit Firms)
1 | Global Network-Level Software Adaptation 1
2 | Network Adaptation with Local Document/Template Development 1
3 | Integration of New Specialized Forms into Local Software 3
4 | Modification of Existing Client Acceptance Policies 1
5 | No Structural Modification (General Service Treatment) 1
Total 7
The most prevalent methodology, adopted by 43% network level (one of which supplemented these with
of the firms (3 out of 7), involved the integration of local templates). Only one firm focused exclusively on
specialized ESG-centric forms into existing local soft- policy revision, while another maintained its existing
ware. These updates allow for the systematic capture protocols, treating ASR through the lens of standard
of sustainability-specific risk factors during the initial assurance service acceptance. This variance suggests
vetting process. a transition toward more specialized, software-driven

risk assessment tools as the market for sustainability
assurance matures.

Conversely, other entities leveraged their international
affiliations, with two firms adapting tools at the global

4.2.1.1 Resource Assessment and Expert Integration in the
Acceptance Phase

A critical component of the audit firm’s engagement ac- knowledge of the relevant industry, the re-
ceptance process is the empirical assessment of resource porting criteria (e.g., ESRS), and the regulato-
adequacy. Pursuant to § A72 of KSK] 1, an audit firm's ry landscape.

capacity to execute an engagement is predicated on the
availability of specialized human and technical capital.

In the context of Assurance on Sustainability Reporting
(ASR), this evaluation focuses on three primary pillars:

m Interdisciplinary Proficiency: Auditors capa-
ble of performing procedures on financial
information while simultaneously assessing
the non-financial sustainability disclosures of

m  Supervisory Competence: Personnel capable group entities.
of high-level management and methodologi-

= Integration of External Expertise
cal oversight of the engagement.

m Domain Expertise: Staff possessing granular

. Questions

m Has sufficient care been taken in assessing the ASR competence of staff before accepting an engage-
ment?

m Has an assessment been made of the need to hire external experts before accepting an engagement?
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. Responses

The interdisciplinary nature of ESG verification often requires technical knowledge that extends beyond traditional ac-
counting. The thematic inspection specifically examined the timing and necessity of integrating external experts into the
assurance workflow.

Strategic Integration of Subject-Matter Experts (SMEs)
No. Modality of Expert Involvement Frequency (Audit Firms)
1 External experts hired prior to engagement acceptance 4
2 Reliance on internal (proprietary) expert resources 3
Total 7

The findings indicate that 57% of the surveyed firms

(4 out of 7) proactively identified the need for external
support during the pre-acceptance phase. For these en-
tities, the most common requirement was for specialists
in carbon footprint calculation and GHG modeling, re-

flecting the high technical barrier of ESRS E1 compliance.

Conversely, three firms utilized an internal resource

model, drawing upon experts already embedded within
their organizational structure. This proactive assess-
ment ensures that the ,expectation gap” between the
firm’s capabilities and the client’s reporting complexity
is addressed before the legal commencement of the
engagement, thereby mitigating the risk of insufficient
evidentiary support.

4.2.1.2 Economic Resource Allocation: Pricing and Budgeting Protocols

The fiscal integrity of the assurance process is directly
linked to the quality of the engagement. Pursuant to

§ 30(b) of KSKJ 1and Article 80(2) of the Act, audit firms
must establish quality objectives that ensure engage-

ment pricing is commensurate with the professional rig-
or required. Specifically, fees must reflect the workload,
technical complexity, and the specialized qualifications of
the personnel involved.

Methodological Approaches to ASR Pricing

. Questions
-~

~

m How the following ASR issues have been taken into account in the budgeting of ASR engagements:

a) workload
b) the complexity of the work
) qualifications?

m Is the ASR engagement budget separate from the FS audit budget and does it allow for an analysis of
planned and actual figures?

How was the ASR budget execution evaluated?
" g J
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Bl Responses

The thematic inspections examined how firms have adapted their budgeting frameworks to account for the interdiscipli-
nary demands of sustainability assurance. The distribution of pricing methodologies is summarized below:

Strategic Pricing Principles for ASR Engagements
Pricing Logic Category Frequency (Audit Firms)
1 Uniform application of standard assurance pricing principles 4
2 Specialized pricing for non-audit assurance services 1
3 Workload-driven pricing inclusive of expert expenditures 1
4 Multi-factor complexity model (Sector, Value Chain, Resources) 1
Total 7

The data indicates that while the majority of firms (57%)
rely on established assurance pricing templates, there

is a clear trend toward more granular, factor-based
budgeting in specialized practices. One firm demonstrat-

ed a sophisticated multi-factor complexity model, which
explicitly incorporates variables such as the structural
depth of the dient’s value chain, business sector risks,
and the specific timing constraints of the project.

Budgetary Autonomy and Monitoring

A significant finding across all seven audited firms is
the mandatory separation of the ASR budget from the
Financial Statement (FS) audit budget. This structural
independence is crucial for ensuring that sustainability
assurance is not marginalized or under-resourced within
larger multi-service engagements.

The management of these budgets is characterized by:

m  Planned vs. Actual Variance Analysis: System-
atic monitoring of time and resource expendi-
ture against initial projections.

m  Granular Tracking: Detailed recording of hours
worked by different levels of staff (statutory

auditors vs. ESG specialists) to document how
the fee was determined, as required by Article
80(2).

m  Evaluation of Execution: Regular reviews of
budget performance to refine future pricing
models as the firm progresses along the ASR
learning curve.

This budgetary discipline ensures that the audit firm
maintains the financial capacity to deploy high-level
qualifications and sufficient workload hours, thereby
mitigating the risk of compromised quality in the verifi-
cation of non-financial data.

4.2.2 Operational Execution of ASR Engagements

The systemic integrity of Assurance on Sustainability Re-
porting (ASR) is governed by the principles of supervised
execution and professional rigor. Pursuant to § 31 of KSK|
1, audit firms are mandated to establish quality objec-
tives that ensure engagements are performed in strict

compliance with professional standards. This regulatory
framework emphasizes:

m  Partner Accountability: The overall liability of
the engagement partner for direction, super-
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vision, and quality assurance throughout all
stages of the engagement.

= Supervisory Hierarchies: Establishing the
nature, timing, and extent of reviews, en-
suring that work performed by junior staff
is meticulously scrutinized by experienced
practitioners.

m  Professional Skepticism: The consistent
application of professional judgment and
skepticism, particularly critical when evaluat-
ing non-financial data points that may lack a
traditional audit trail.

Composition and Strategy of ASR Teams

. Questions

m What is the audit firm's policy on the formation of ASR engagement teams? What is the composition

of such a team?

m Are time records kept on ASR engagements?

. Responses

The thematic inspections identified a clear trend toward the specialization of human capital. The majority of firms (71%)
have pivoted away from generalized staffing in favor of dedicated ASR units. The strategic composition of these teams is

detailed below:

Methodological Approaches to ASR Team Formation

Frequency
No. Team Structural Model R B

1 | Dedicated ASR teams including internal experts and experienced SAASRs 3
Dedicated ASR teams integrating internal/external experts and experienced

2 1
SAASRs

3 Dedicated ASR teams with external experts and SAASRs trained specifically for 1
ASR

4 Integrated model (same team utilized for FS and ASR audits) 1
Ad-hoc model (trained staff assigned without a dedicated unit) 1

Total 7

The data underscores that five out of seven firms utilize
dedicated ASR teams. These units are led by Statutory
Auditors for Sustainability Reporting (SAASRs) who
possess specialized qualifications and training. The
integration of experts—whether internal or externally
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sourced—varies based on the firm's organizational
maturity, but the common denominator across all suc-
cessful models is the presence of high-level, ESG-specific
technical competence.



Time Tracking and Efficiency Control

To ensure the economic and procedural validity of the 2) Regulatory Documentation: Providing an evi-
assurance, all seven inspected firms maintain detailed dentiary trail of the workload and qualifications
time records at the individual engagement level. These utilized, as required under Article 80(2) of the Act.
records are granular, capturing the contributions of each This structured approach to personnel management en-
team member (partners, SAASRs, and experts). This sures that the interdisciplinary complexities of ESRS veri-
rigorous documentation serves two primary functions: fication are met with sufficient temporal and intellectual

resources, mitigating the risk of superficial or incomplete

1) Budgetary Compliance: Real-time monitoring
assurance procedures.

of actual hours against the planned budget to
ensure resource adequacy.

4.2.21 Technical Infrastructure and Documentation Methodology

The efficacy of ASR is heavily dependent on the tech- that ensure the audit trail is complete, accessible, and
nological infrastructure used to capture and organize compliant with the specific disclosure requirements of
evidence. Pursuant to the documentation standards the ESRS.

established in KSKJ 1, audit firms must employ tools

. Question

m What tools, as part of the revision documentation applied, have been used, developed or modified?

. Responses

The thematic inspection explored the evolution of these technical instruments, revealing a strategic preference for
the adaptation of existing systems rather than the development of entirely new software architectures.

‘ Evolution of Technical Tools for ASR Documentation ‘

\[o} Nature of Technical Adaptation Fre(?ue-ncy
(Audit Firms)

1 Integration of specialized ASR modules into existing systems 2

2 Implementation of dedicated ASR methodology libraries 2

3 Hybrid approach: Dedicated libraries supplemented by custom templates 2

4 Development of a proprietary, standalone ASR tool 1

Total 7

The findings indicate that 86% of the surveyed firms m  Specialized Modules: Two firms implemented
opted for an evolutionary approach to their technical »plug-in” modules that provide specific work-
stack. This involves leveraging the stability of current au- flows for high-judgment areas like Double
dit platforms while introducing specialized components: Materiality and EU Taxonomy alignment.
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= Methodological Libraries: Four firms (in- investment aimed at creating a fully autonomous en-

cluding the hybrid group) developed digital vironment for non-financial assurance. This diversity
libraries containing standardized procedures, in technical solutions reflects the different levels of
risk assessment templates, and disclosure institutional maturity and the strategic importance
checklists tailored to the CSRD framework. each firm places on digital transformation within the

m  Custom Templates: The use of proprietary sustainability sector.

templates alongside digital libraries suggests Regardless of the tool selected, all surveyed entities em-
a need for localized flexibility to address phasized that these systems are designed to support the
specific industry requirements or unique client SAASR in maintaining a rigorous and transparent docu-
data structures. mentation of the assurance process, thereby mitigating

Only one firm undertook the development of a the risk of material omission or procedural inconsistency.

bespoken ASR tool, indicating a significant capital

4.2.2.2 Dispute Resolution and Technical Consultations

The inherent complexity of Assurance on Sustainability m  Conclusion Implementation: Ensuring that
Reporting (ASR)—often characterized by qualitative the consensus reached during consultations
judgments and evolving regulatory interpretations— is accurately reflected in the final assurance
necessitates robust protocols for resolving technical report.

disputes. Pursuant to § 31(d) of KSK| 1, audit firms are

m  Resolution of Divergent Opinions: Managing
required to implement structured procedures for:

internal differences of opinion within the

m  Consultation on Contention: Engaging inter- engagement team or between the team and
nal or external experts to resolve difficult or the Engagement Quality Control Reviewer
contentious technical matters. (EQCR).

Methodological Consistency in Consultation

. Question
4 )

m What solutions have been adopted in terms of:

a) consultation on difficult and contentious issues

b) resolution of issues arising from differences of opinion within the team and between the team and
the quality controller (if applicable)?

J

The thematic inspections indicates that firms have prioritized procedural continuity by integrating ASR into their existing
governance frameworks.
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Protocols for Technical Consultation and Dispute Resolution

: Frequency
Consultation Framework -
(Audit Firms)
1 Uniform application of existing QMS dispute resolution rules 6
2 Integration of existing rules supplemented by mandatory technical consultation 1
Total 7

The findings demonstrate that 86% of the surveyed
firms apply the same rigorous consultation standards

to ASR as they do to statutory financial audits. This
approach ensures that the ,judgmental” elements of
ESG reporting—such as the selection of materiality
thresholds or the verification of forward-looking climate
statements—are subjected to the firm's established

intellectual oversight.

Notably, one entity has elevated its risk management
profile by mandating a formal technical consultation for
every ASR engagement, regardless of whether a specific
dispute has arisen. This proactive measure reflects the
high perceived risk and ,,steep learning curve” associated
with the inaugural reporting cycle under the CSRD.

4.2.2.3 Procedural Finality and Archiving Protocols

The integrity of the Assurance on Sustainability Report-
ing (ASR) process is finalized through the systematic
preservation and securing of the engagement file.
Pursuant to § 31(f) of KSK] 1, an audit firm must establish
quality objectives to ensure that engagement documen-
tation is finalized, protected, and retained in a manner
that satisfies both institutional requirements and overar-
ching legal mandates.

This phase of the Quality Management System (QMS) is
critical for substantiating compliance with professional
standards and ethical requirements, providing a durable
evidentiary record that validates the auditor’s conclu-
sions.

Regulatory Compliance and Retention Standards

. Question

m How are the ASR files archived?

The thematic inspection confirmed that all surveyed
firms have integrated ASR documentation into their es-
tablished archiving architectures, ensuring no divergence
in quality control between financial and non-financial
assurance. The governing principles are as follows:

m Standardization of Protocols: ASR files are
processed using the same rigorous method-

ologies applied to statutory financial audits.
This high degree of standardization ensures
consistent data security and document integ-
rity across the firm'’s service portfolio.

m Legislative Alignment: Archiving procedures
strictly adhere to Article 67(6) of the Act,
which provides the specific legal framework
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for the preservation of sustainability-related
assurance records.

= Finalization Timeline: In accordance with the
QMS and national requlatory expectations,
the final assembly of the ASR engagement
file must be completed within 60 days follow-
ing the issuance of the assurance report.

= Retention Period: To mitigate long-term legal
and reputational risks, and in compliance with

statutory requirements, the retention period
for ASR documentation is fixed at eight years.

This structured approach to the documentation lifecy-
cle ensures that the evidentiary basis for the auditor’s
opinion remains accessible for regulatory inspections,
internal quality monitoring, or potential litigation,
effectively extending the firm's accountability into the
post-engagement phase.

4.2.3 Engagement Quality Control Review (EQCR)

The technical complexity and the high degree of profes-
sional judgment inherent in Assurance on Sustainability
Reporting (ASR) necessitate rigorous oversight. Pursu-
ant to § 34 of KSUA 3002PL, the Statutory Auditor for
Sustainability Reporting (SAASR) must operate within
the audit firm’s established quality control architecture.
Furthermore, § 34(f)(iii) of KSK] 1 mandates that firms
establish policies—aligned with KSK] 2—to identify en-
gagements where an independent quality control review
is an essential response to specific quality risks.

Under § A134 of KSKJ 1, ASR is explicitly identified as an
area prone to high quality risk due to:

m Significant Judgment: The subjective nature
of materiality assessments and qualitative
disclosures.

m Specialized Knowledge: The requirement for
expertise in measuring complex metrics, such
as greenhouse gas (GHG) emissions, where
quantitative uncertainty may be substantial.

Selection Criteria for ASR Quality Control

. Questions

m What is the audit firm’s policy on covering ASR engagements with quality control? Please indicate
the criteria for the selection of engagements for quality control (see § 34, 35 of KSUA 3002PL and the

reference therein to § 36 of KSUA 3000(2))?

m Have existing tools been modified to carry out quality control?

The thematic inspections examined how firms calibrate their selection criteria for EQCR in the context of sustainability.

The findings reveal a spectrum of risk-management approaches:
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Selection Criteria for Engagement Quality Control (EQCR)

Selection Strategy for ASR Quality Control Frequency (Audit Firms)

1 | Uniform application of Financial Statement (FS) audit criteria 4

2 | Implementation of additional, ASR-specific risk criteria 2

3 | Mandatory quality control for 100% of ASR engagements 1

Total 7

The data indicates that while the majority of firms ed specialized risk triggers—such as industry-specific
(57%) rely on established financial audit criteria, there environmental impact levels—or mandated a review for
is a distinct shift toward more stringent oversight for all ongoing ASR projects to mitigate the ,learning curve”
non-financial reporting. Three firms have either add- risks associated with the inaugural reporting cycle.

Modification of Quality Control Instruments

To ensure that the EQCR process is effective for sustain- m  Review Modules: Two firms reported that
ability data, 71% of the firms (5 out of 7) have formally no changes were necessary, as their existing
modified their technical tools. These adaptations include: flexible oversight modules already accommo-

= Spedialized Checklists: Updating review forms dated diverse assurance engagements.

to cover ESRS compliance and EU Taxonomy This emphasis on high-level review ensures that the
alignment. SAASR’s work is subjected to independent ,second-eye”
scrutiny, focusing specifically on the areas of highest
measurement uncertainty and reporting complexity,
thereby enhancing the overall reliability of the sustaina-
bility statement.

m Technical Protocols: Integrating procedures
for the verification of non-financial data
sources, such as carbon accounting logs and
social impact surveys.

4.2.4 Human Capital Development and Competency Frameworks

The transition to ASR necessitates a fundamental recali- technical demands of new reporting frameworks. This
bration of professional competencies. Pursuant to § 32 includes a commitment to continuous learning and the
of KSKJ 1, an audit firm is required to establish quality implementation of accountability mechanisms through
objectives that ensure personnel are recruited, devel- performance appraisals and incentives.

oped, and retained with the specific capacity to meet the
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4.2.41 Strategic Upskilling and Educational Pathways

. Question

m \What steps have been taken to prepare staff for assurance on sustainability? Please note the division

into:
a) training for statutory auditors,

b) training for team members.

The thematic inspection identified a comprehensive suite of educational interventions designed to bridge the ESG
knowledge gap. The intensity of these activities was primarily focused on SAASRs, reflecting their ultimate accountability

for engagement quality.

Comparative Analysis of ESG Training Interventions
Type of Training / Education SAASR ESG Teams All Employees
1 | SR Continuing Professional Development (CPD) 6 - -
2 | Internal Technical Training 5 3 1
3 | Global Network Training 3 3 -
4 | External Specialized Training 3 - 1
5 | External/Network Webinars - 3 -
6 | Specialized Formats (Postgrad, Coaching, Workshops) 3 1 -

Analysis of Training Distribution

The data reveals a hierarchical approach to competency
building within the firms:

m  For Statutory Auditors (SAASRs): The focus
is on formal accreditation and deep techni-
cal mastery. Six out of seven firms utilized
mandatory CPD programs specifically tailored
to sustainability, while five firms relied on
proprietary internal training to align staff
with the firm’s specific ASR methodology.
One entity invested in postgraduate academic
specialization, highlighting the perceived
complexity of the ESRS standards.

m  For ESG Teams: The strategy emphasizes
operational agility and collaborative learn-
ing. Training is frequently delivered through
global network platforms and internal work-
shops (three firms each). The use of external
webinars and coaching sessions suggests a
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need for diverse perspectives to address the
interdisciplinary nature of ESG data (e.g., en-
vironmental science or social labor standards).

m  For General Staff: Awareness is maintained
at a foundational level, with only one firm
extending training to all employees. This
indicates that firms are currently prioritizing
the ,expert-led” model of ASR delivery over
broad institutional literacy.

This structured investment in human capital ensures
that those responsible for the final assurance opinion
possess not only the theoretical knowledge of sustain-
ability frameworks but also the practical experience
required to exercise professional skepticism in high-judg-
ment areas.



4.2.4.2 Procurement and Management of Specialized Expertise

Pursuant to § 32 of KSK] 1(e), when an audit firm’s sional nature of sustainability metrics—often involving
internal capacity is insufficient to ensure the operational engineering, environmental science, and human rights
integrity of the Quality Management System or the law—makes the strategic procurement of expertise a
technical execution of an engagement, the firm must se- critical safeguard for Assurance on Sustainability Report-
cure resources from external sources. The multi-dimen- ing (ASR).

Technical Oversight and Expert Verification

. Questions

m Have areas requiring external consultation been identified and covered by appropriate oversight. Are
there cooperation agreements with such experts in place?

m How were the qualifications of these experts assessed?

The thematic inspections identified two primary models for expert integration: the internal specialist model and the
outsourced expert model. The verification protocols for firms utilizing external consultants are detailed below:

Verification and Control Measures for External ASR Experts

Verification Protocol Fre(.]ue.ncy
(Audit Firms)

1 | Independence Verification: Ensuring no conflicts of interest exist. 4

2 | Competence Assessment: Evaluating technical qualifications/experience. 3

3 | Methodological Review: Verifying tools and software used by the expert. 2

— | Total Firms Utilizing External Experts 4
While three firms relied exclusively on internal human formed a formal assessment of expert qualifications, and
capital, the four firms engaging external specialists only 50% (two firms) executed a technical review of the
implemented targeted oversight. Notably, all four firms expert’s proprietary tools—a critical oversight step given
prioritized independence verification, reflecting the high that the auditor remains ultimately responsible for the

regulatory sensitivity surrounding auditor objectivity. evidence gathered by the expert.
However, only 75% of this group (three firms) per-
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Contractual Frameworks for Professional Cooperation

The legal and procedural basis for cooperation with
external specialists varied among the four firms utilizing
them:

m  Hybrid Contractual Model (3 firms): These
entities utilize both framework agreements
(establishing long-term cooperation and
ethical standards) and specific engagement
contracts (defining the scope of work for in-
dividual clients). This approach provides both
structural stability and engagement-specific
flexibility.

= Discrete Contractual Model (1 firm): One
entity utilizes only specific, engagement-level
contracts, which may offer greater agility
but requires repetitive vetting for each new
project.

The rigorous verification of external experts ensures
that the ,specialized knowledge” requirements of KSK 1
are met without compromising the ethical foundations
of the audit profession. This process is essential for
high-uncertainty areas such as greenhouse gas account-
ing, where the auditor must rely on the expert’s techni-
cal outputs as a basis for the final assurance opinion.

4.2.5 Dynamics of Information and Communication

The efficacy of a QMS is inherently linked to the fluidity
and reliability of its internal information architecture.
Pursuant to § 33 of KSK] 1, audit firms are mandated to
establish quality objectives that facilitate the acquisition,
generation, and utilization of information relevant to the
QMS. This regulatory requirement ensures that strategic
objectives and operational methodologies are communi-
cated in a timely manner to both internal personnel and

relevant third parties, maintaining the integrity of the
firm’s assurance capabilities.

Under § A109 of KSK] 1, this communication is defined as
a continuous, multidirectional process. It serves not only
to disseminate top-down mandates but also to foster a
culture where field-level feedback informs the iterative
improvement of the QMS.

Multichannel Communication Strategies

. Question

4 m How does the audit firm ensure effective communication on:

a) communicating objectives, tasks and methods for performing ASR engagements to teams,

b) obtaining feedback from ASR teams for the audit firm’'s management,

) possibilities to assess the issues arising and to resolve them (responsible persons, reporting of solu-
L tions, reporting channels, deadlines)?

J

The thematic inspections analyzed the specific channels used to manage ASR engagements. The data reveals a prefer-

ence for high-engagement, interactive modalities.
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Communication Modalities for ASR Engagement Management

Collaborative Platforms (e.g., MS Teams)

Communication Channel _Dis_seminating Ob-  Obtaining Team Issue Assess.ment
jectives & Methods Feedback & Resolution

1 | Direct Meetings 6 2 2
2 | Electronic Mail (Email) 4 1 -
3 | Internal Training Sessions 4 - -
4 | Official Announcements / Bulletins 5 - -
5

6

Digital Media (Newsletters, Webcasts) | 2

Analysis of Information Flow

The findings highlight a clear distinction between the
dissemination of directives and the resolution of techni-
cal challenges:

m  Direction and Methodology: Firms utilize a
diverse ,broadcast” approach to communi-
cate ASR objectives. Direct meetings (86%
of firms) remain the primary vehicle for
ensuring alignment, often supplemented by
internal training and email. This suggests that
firms view the initial deployment of ASR as
a high-complexity task requiring high-touch
communication.

m Feedback Loops: Mechanisms for feedback
from ASR teams to executive management
appear less formalized, with only two firms
utilizing meetings and one using email for
this purpose. This may indicate an area for

structural maturation as firms transition
from initial implementation to steady-state
operations.

= Technical Problem Solving: The assessment
and resolution of emerging issues are handled
almost exclusively through direct meetings
(two firms). This underscores the ,high-judg-
ment” nature of sustainability assurance,
where contentious issues or methodology
gaps are best resolved through synchronized,
collaborative dialogue rather than asynchro-
nous text-based communication.

This structured communication framework ensures that
the interdisciplinary demands of sustainability reporting
are managed with the necessary level of oversight, while
the documented flow of information serves as evidence
of a functioning QMS under regulatory scrutiny.

4.3 Monitoring and Remediation: The Assessment

of the QMS

A Quality Management System is not a static frame-
work; it evolves in alignment with the audit firm’s
organizational restructuring, regulatory shifts, and the
expansion of its service portfolio. The cyclical assessment
of this system is mandated by Article 50(2) and (3) of the
Act, which requires audit firms to continuously monitor
the adequacy and effectiveness of their QMS.

Under Section 3, firms are legally obligated to perform
an annual comprehensive assessment, documenting
findings and proposed improvements. These records
must be retained for a minimum of eight years, ensuring
a longitudinal audit trail of the firm’s commitment to

quality.
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4.3.1 The Monitoring and Correction Process

Pursuant to § 35 of KSK] 1, the monitoring and correction
process is designed to achieve two primary objectives:

Information Integrity: Generating relevant, reliable,
and contemporary data regarding the QMS design and
operational status.

Reactive Precision: Facilitating timely interventions to
address identified systemic weaknesses.

Furthermore, § A138 of KSK] 1 positions this process

as more than a compliance check; it is a strategic tool
for the proactive and continuous improvement of both
individual engagement quality and the overarching
institutional framewaork.

4.31.1 Modifications for ASR Integration

The introduction of Assurance on Sustainability Re-
porting (ASR) necessitated an expansion of monitoring
parameters to capture the unique risks of non-financial

. Question

verification. The thematic inspections explored how

firms have adapted their oversight to these new require-

ments.

(
m Please indicate what changes have been made to the monitoring process taking account of the need
to provide relevant, reliable and up-to-date information on the operation of the QMS during the per-
S formance of ASR engagements?

Nature of Change

Adaptation of Monitoring Procedures for ASR

Frequency (Audit Firms)

1 Extension of Existing Solutions: Integrating ASR into current monitoring 5
protocols.

2 Status Quo: No formal changes to existing monitoring processes. 2

Total 7

The data indicates that 71% of the firms recognized the
need to calibrate their monitoring activities to ensure
up-to-date oversight of ASR performance. For these
entities, the adaptation involved a transition from
high-level observation to granular, ongoing monitoring
of the engagement lifecycle.

Specific Monitoring Initiatives Identified

Firms that extended their procedures highlighted several
high-value activities aimed at safeguarding ASR quality:

m  Educational Oversight: Revising the topical
scope of training and conducting empirical
checks on employee competency levels.
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= Knowledge Management: Organizing periodic
~peer-to-peer” meetings within the ESG team
to foster the sharing of technical experiences
and ,lessons learned.”

m  Expert Governance: Establishing and main-
taining specialized databases to ensure that
only qualified experts are integrated into the
assurance workflow.

= Senior Oversight: Implementing active
supervision by practitioners with specific
ASR experience to oversee the entirety of the
work performed.




This structured approach to monitoring ensures that the ing identified gaps into opportunities for institutional
,feedback loop” of the QMS remains responsive to the refinement.
specific challenges of sustainability reporting, transform-

4.3.1.2 Revised Compliance Analysis: KSK] 1 Implementation
Inspection Framework (Ongoing vs. Completed)

Pursuant to § 38 and § A140 of KSK] 1, the firm distin- cuted to date.

guishes between retrospective monitoring and real-time = Ongoing Engagements (§ A140): One inspec-

engagement oversight. tion was conducted during the course of an

= Completed Engagements (§ 38): The firm engagement. This aligns with the guidance

relies heavily on network-level periodic that monitoring should not be limited solely
inspections. In 2025, 4 network inspections to completed files.

were finalized. However, 0 out of 3 planned
internal periodic inspections have been exe-

. Questions
4 )

m What does the inspection of ASR engagements (ongoing and completed) look like?

m Are adequate monitoring procedures in place corresponding to the assessment of QMS performance at
ASR engagements?

m Are these procedures covered by adequate planning and timing?

m  While all AFs confirmed the implementation of ,,appropriate” monitoring procedures, the data reveals a
potential coverage risk regarding § 38 letter (c):

NS J
The ,Responsible Partner” Requirement: KSK] 1 requires er the full roster of responsible partners. The 3 outstand-
at least one completed engagement inspection for each ing internal inspections are likely critical to achieving full
responsible partner within the cycle. partner coverage before the cycle concludes.

Identified Gap: There is currently no data confirming that Under § 38 letter (b), the firm must coordinate the tim-

the 4 network inspections and 1 ongoing inspection cov- ing and scope of all monitoring activities.
Inspection Type Planned Carried Out Status/Observation
Internal Periodic 3 0 §r|t|cal Delay: Risk of non-compliance with cyclical
intervals.

Network Periodic 0 4 Completed: Primary source of current monitoring data.

Ongoing (Internal) 0 1 Completed: Demonstrates adherence to § A140.
Transparency Note: A significant reporting deficiency belonged to their firm. This lack of ,look-through” data
exists regarding network activity. One AF reported that makes it difficult to verify if the scope of monitoring is
the network inspected 15 of 49 engagements in the re- »adequate” at the individual firm level.

gion, but could not verify how many of those specifically
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4.3.2 Network Dependencies and Global Quality Integration

Within the framework of modern assurance, the ment System (QMS). The firm must critically assess and,
relationship between a local audit firm and its global where necessary, adapt network requirements to ensure
network is pivotal. Pursuant to § 48 and § 49 of KSK) 1, they are suitable for the local regulatory environment
while a firm may utilize network-provided resources, it and do not violate the core principles of KSK] 1.

retains ultimate responsibility for its Quality Manage-

. Questions

~

m What network requirements apply to the audit firm in respect of the audit firm’'s QMS operation in
terms of ASR, including:

a) what services or resources provided by the network are used by the audit firm,

b) how does the audit firm adapt the network requirements to make them suitable for use as part of
the AF’s QMS (in accordance with KSK] 1)? Does the network monitor the audit firm’s QMS operation
in terms of ASR?

m Have adequate monitoring procedures been implemented to assess the QMS operation for ASR enga-
gements? Are these procedures covered by adequate planning and timing?

N J
The thematic inspection identified that networks act m Educational Ecosystems: Technical webinars,
as primary incubators for Assurance on Sustainability workshops, and mandatory network-led
Reporting (ASR) capabilities, providing both technical training sessions.

infrastructure and intellectual capital. = Knowledge Exchange: Facilitated monthly

Inventory of Global Network Contributions: meetings for cross-jurisdictional knowledge

m  Methodological Frameworks: Comprehensive sharing and ESG technical updates.

ASR execution methodologies and specialized To maintain global brand equity and technical consisten-
libraries. cy, networks perform periodic oversight of their member
firms’ ASR performance. The intensity and focus of this
monitoring vary across the surveyed entities.

m  Documentation Infrastructure: Standardized
checklists, guidelines, model documenta-
tion, and templates designed to harmonize
reporting.

Modalities of Network Oversight for ASR

o . Frequency
Network Monitoring Activity -
(Audit Firms)
1 Retrospective Inspection: Review of closed ASR engagement files. 4
2 Systemic QMS Audit: Integrated audit of the QMS, specifically including ASR. | 2
3 Educational Verification: Specialized audit of ASR training effectiveness. 1
Total | 7
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The data reveals that 86% of the surveyed firms (6 out
of 7) are subject to some form of externalized network
monitoring specifically targeting their ASR capabilities.
This external oversight serves as a critical secondary
layer of the Quality Management System, providing an
objective evaluation of whether the firm’s local execu-
tion aligns with global quality expectations and KSK] 1
requirements.

The distribution of these network monitoring activities
highlights three distinct levels of verification:

1) Engagement-Level Verification (4 firms): The
most prevalent form of oversight is the retrospec-
tive inspection of closed ASR files. This focuses on

the technical accuracy of the evidence gathered
and the appropriateness of the final assurance
conclusion.

2) Systemic-Level Verification (2 firms): These
firms undergo a broader QMS Audit, where the
network evaluates the design and effectiveness
of the firm’s entire sustainability infrastructure—
including policy-setting, resource allocation, and
internal risk assessment.

3) Competency-Level Verification (1 firm): A special-
ized audit of ASR training ensures that the educa-
tional interventions described in Section 4.2.4 are
actually translating into measurable professional
competency.

4.3.3 Annual Systemic Assessment and Leadership Accountability

The final tier of the Quality Management System (QMS)
involves a high-level evaluation of the system’s overall
efficacy. Pursuant to § 53 of KSK] 1, the individual(s) as-
signed ultimate responsibility and accountability for the
QMS must conduct a formal assessment on behalf of the
firm. This evaluation is not merely a continuous monitor-
ing activity but a definitive assessment performed at a
specific point in time, occurring at least annually.

. Question

Furthermore, § 56 of KSK] 1 mandates a performance
appraisal of the leadership responsible for the QMS and
its operational functioning. This ensures that those at
the helm are held accountable for the system’s ability
to mitigate quality risks, including those emerging from
the new Assurance on Sustainability Reporting (ASR)
mandate.

m Does the annual assessment of the QMS and the person responsible for the QMS include the operation

of the QMS for ASR engagements?

The thematic inspections sought to verify if the scope
of this ultimate accountability has been expanded to
include the unique operational risks of sustainability
assurance.

Findings on Annual Assessment Scope:

Universal Inclusion: 100% of the surveyed firms (7 out of
7) confirmed that their annual QMS assessment and the
performance evaluation of the responsible leadership
explicitly encompass ASR engagement operations.

Assessment Lifecycle Status: At the time of the audit,
the majority of firms (6 out of 7) had not yet reached the
scheduled date for their annual assessment, while one
firm was actively in the process of execution.

This final stage completes the quality loop, ensuring that
the insights gained from monitoring, expert integration,
and network inspections are synthesized by leadership
to drive the strategic evolution of the firm’s assurance
capabilities.
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4.4 Summary: Strategic Assessment of QMS Readiness

for ASR

The thematic inspection concludes that the surveyed
audit firms have demonstrated a proactive and system-
atic approach to integrating Assurance on Sustainability
Reporting (ASR) into their existing Quality Management
Systems. The findings indicate that firms are not treating
ASR as an isolated service line, but rather as a funda-
mental expansion of their professional mandate that
requires structural and cultural shifts.

The measures implemented by the audit firms are an-
chored in four strategic domains:

Human Capital & Leadership: Firms have prioritized the
identification of ASR leaders and the formation of spe-
cialized teams. The ,,competency gap” is being aggres-
sively addressed through a hierarchical training model
that includes mandatory CPD, postgraduate studies, and
cross-functional workshops.

Expert Integration: Recognizing the interdisciplinary
nature of ESG data, firms have institutionalized the
use of subject-matter experts. The development of
robust internal and external expert databases ensures
that high-complexity areas, such as carbon accounting
and social impact metrics, are subjected to specialized
verification.
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Technological & Methodological Infrastructure: A signif-
icant investment has been made in adapting technical
instruments. By embedding ASR-specific methodologies,
checklists, and libraries into existing audit software, firms
have ensured that the documentation of sustainability
assurance meets the same standards of rigor as statuto-
ry financial audits.

Oversight & Accountability: The integration of ASR into
the annual QMS assessment and the inclusion of these
engagements in the performance appraisals of firm lead-
ership ensures that quality remains a top-down priority.



FINDINGS ON SUSTAINABILITY

The transition of sustainability disclosures from vol-
untary reporting to requlated assurance represents a
paradigm shift in corporate accountability. Pursuant
to Article 64(7) of the AoA, sustainability report-
ing—including consolidated group reporting—must be

REPORTING ASSURANCE (ASR)
EXECUTION

Pursuant to § 15 of KSUA 3002PL and the definitions
provided in § 12(a)(i)(a) of KSUA 3000 (Z), the nature
of limited assurance is distinct from the ,reasonable
assurance” typically associated with financial statement
audits.

subjected to formal verification by a statutory auditor
specifically authorized to perform Assurance on Sus-
tainability Reporting (ASR).

5.1 Acceptance and Continuance of the Engagement

is governed by the Act on Statutory Auditors (AoA),
specifically applying several audit-related articles muta-
tis mutandis to sustainability (Article 87e), alongside the
specialized requirements of KSUA 3002PL.

The acceptance phase for Sustainability Reporting
(SR) assurance acts as a critical governance gate. It en-
sures the Audit Firm (AF) and the Key Statutory Auditor
(KSA) possess the requisite independence, resources,
and legal authority before beginning work. This process

Legal Selection and Appointment

The integrity of the selection process is paramount to = Transitional Provisions: For financial years
ensuring auditor objectivity: beginning before January 1, 2025, managers
were permitted to conclude contracts only
if the selection was made by the appropri-
ate oversight body or if the AF was already
selected for the statutory financial audit.

m  Authority: Pursuant to Article 66(4) of the
AoA, the AF must be selected by the body
approving the entity’s financial statements
(e.g., the Supervisory Board or Shareholders’
Meeting).

= Prohibition: The entity’s manager is explic-
itly prohibited from making this selection to
prevent conflicts of interest.
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Prerequisites for Acceptance

Under Article 74(1) and KSUA 3002PL §§ 28-33, both
the AF and the KSA must assess and document specific
criteria before formalizing the engagement:

= Independence: Verification that requirements
under Articles 69-73 are met, including a
risk assessment of potential threats and the
implementation of safeguards.

m  Capacity: Documentation proving the firm
has the competent staff, necessary time, and
technical resources to conduct the assurance
adequately.

m  Authorization: Ensuring the KSA is properly
registered and authorized to conduct sus-
tainability assurance within the relevant EU
Member State.

= Legal Representation: Under Article 74(2), all
team members must provide independence
statements under penalty of criminal liability.

5.1.1 Inspections Findings: Engagement Acceptance

Process Execution

The thematic inspection of ten sampled Sustainability
Reporting (SR) assurance engagements revealed a
transition phase marked by high profitability but incon-
sistent formal documentation. While audit firms (AFs)

Selection and Governance

m  Approval Channels: In 60% of cases, the AF
was selected by the supervisory board. The
remaining 40% were extensions of current fi-
nancial audits approved by audit committees.

successfully leveraged existing financial audit infrastruc-
tures, significant gaps remain in aligning contracts and
statements with specialized sustainability regulations.

m  Proactive Timing: 80% of these selections
occurred in 2024, showing that entities
moved toward compliance well before the
CSRD amendments were finalized in national
law.

Resource Management and Profitability

The first year of service was characterized by significant volatility in workload planning:

Workload Category Metric Range

Underestimated 108% - 208% of budget

Finding Detail

50% of engagements required significantly more hours than
planned.

Efficient ~100% of budget

30% of engagements were executed exactly as planned.

Overestimated 50% - 69% of budget

20% of engagements required much less time than anticipated.
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Despite these fluctuations, 90% of engagements maintained a positive margin, indicating that the initial fee struc-
tures (calculated under Article 80(2)) were robust enough to absorb the inaugural ,learning curve” costs.

Percentage execution of budgeted hours

250%

200%

150%

xR

100%
- I I I I I
0%
1 2 3 4 5 6 7 8 9 10

Margin level (percent)

<

= Positive = Negative

5.1.2 Critical Compliance Deficiencies

Thematic inspections identified two primary areas
where formal procedures failed to meet the strict
legal requirements of the Act on Statutory Auditors
and KSUA 3002PL.

1) Independence Statements and Legal Form

Under Article 74(2), independence declarations con-
tain a clause on criminal liability. Inspections discov-
ered that:

= Two audit firms utilized internal systems
where auditors simply ,.clicked” a confirma-
tion box.

= Correction: This is legally insufficient. Per the
PANA position (Aug 21, 2024), these state-
ments must bear a handwritten signature or a
qualified electronic signature to be valid under
the law.

2) Contractual Omissions (KSUA 3002PL § 31)

The rapid entry into force of the new standards led to
widespread contractual gaps:

= Missing Standard References: 80% of con-
tracts failed to explicitly cite KSUA 3002PL
as the applicable standard.
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m  Scope Deficiencies: In several 2025 contracts, m  Criteria Gaps: 40% of acceptance forms did

firms failed to define the limitations of a not reference the ESRS or the EU Taxonomy
limited assurance engagement (§ 31(b)) Regulation as the reporting criteria.

or the firm’s right to modify the auditor’s

opinion (& 31(d)).

5.1.3 Strategic Recommendations for Future Cycles

The long lag between engagement acceptance and con- m  Establish Hard Stops: Implement a ,no

tract signing—often caused by legislative delays—forced contract, no work” policy for future cycles

many firms to begin field work before formalization. To to avoid the professional risk of performing

move toward a mature state of compliance, firms must: assurance procedures without a fully execut-
ed legal basis.

m  Update Model Contracts: Ensure all tem-
plates include the mandatory disclosures
required by § 31 of KSUA 3002PL.

m Formalize Independence: Shift away from
simple system confirmations to legally bind-
ing signature methods for all independence
declarations.

5.2 SR Assurance Planning and Team Supervision

The structural integrity of an Assurance on Sustainabil- (SAASR) must transition from a traditional financial audit
ity Reporting (ASR) engagement is defined during the mindset to one that encompasses diverse non-financial
planning phase. Given the interdisciplinary nature of ESG metrics.

data, the Statutory Auditor for Sustainability Reporting

5.2.1 The Strategic Assurance Plan

Pursuant to § 40 of KSUA 3002PL, the SAASR is m Effective Execution: The plan must be
mandated to develop a formal engagement plan that designed to obtain ,sufficient and appropri-
dictates the scope, timing, and direction of the service. ate evidence” to support a limited assurance
This plan acts as the operational blueprint, ensuring that: conclusion.

= Information Integration: Insights gained
during the acceptance/continuance phase are
directly translated into risk-based procedures.

m  Procedural Calibration: Under § 39 of KSUA
3002PL, the nature and extent of procedures
must be specifically adapted to the engage-
ment’s circumstances—balancing qualitative
assessments with quantitative data verifica-
tion.
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5.2.2 Direction, Supervision, and Review (DSR)

The complexity of ESRS disclosures requires the Key
Statutory Auditor (KSAASR) to exercise rigorous over-
sight over the engagement team. Sections § 37 and § 38
of KSUA 3002PL place the ultimate responsibility for the
quality of work on the KSAASR, specifically regarding:

m Planned Supervision: Designing a DSR
framework that accounts for the varying skill
levels of team members, including specialists
in carbon accounting or social labor standards.

5.2.3 Statutory Resource Allocation

National legislation reinforces these professional
standards through explicit requirements in the Act on
Statutory Auditors:

m  Active Participation: Article 66(3) mandates
that the KSAASR must take an ,active part”
in the conduct of the assurance, prohibiting a
purely administrative or ,signature-only” role.

In-Flight Review: Ensuring that the work
performed by assistants and experts is
reviewed in a timely manner to identify
potential material misstatements early in the
process.

Resource Adequacy: Article 66(4) obligates
both the AF and the KSAASR to allocate
sufficient time and adequate resources. This
is particularly relevant in the first year of
ASR, where the learning curve often leads to
higher-than-anticipated workloads (as noted
in Section 5.1).

5.2.4 Inspections Findings: Execution of Planning and Resource

Allocation

The thematic inspections of sustainability reporting
assurance engagements confirmed that audit firms have
established a structured approach to the initial planning
phase. All audited files contained engagement plans

that complied with KSUA 3002PL, specifically detailing
the nature, timing, and extent of procedures required to
support a limited assurance conclusion.

Strategic Leadership and Team Coordination

Engagement documentation consistently demonstrated
that Key Statutory Auditors for Sustainability Reporting

(KSAASRSs) are taking an active role in the conceptualiza-
tion of the assurance strategy. Key findings include:

= Structured Oversight: Documentation
included specific work division modules, su-
pervision logs, and evidence of work reviews.

Collaboration: Teams utilized formal , strat-
egy memoranda” from kickoff meetings to

ensure all members—including specialists—
aligned on the direction of the engagement.
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Analysis of KSAASR Involvement

Despite the high level of technical complexity, the
quantitative data regarding the KSAASR’s , active part”
(pursuant to Article 66(3)) showed significant variance
across the sample.

= Involvement Range: The KSAASR’s direct time
involvement ranged from as little as 7 hours
to as much as 95 hours.

Workload Proportion: Expressed as a per-
centage of total engagement hours, KSAASR
involvement fluctuated between 2% and
22%, with an average involvement of 7%.

Involvement of people in senior positions, including KSAASR, expressed in percent
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Seniority and Expertise Distribution

The interdisciplinary nature of ASR is reflected in the
high concentration of senior professionals assigned to
these files. The audit found that these engagements
are ,top-heavy,” requiring a significant ratio of man-
agers and experts to junior staff.

m High-Level Staffing: On average, five profes-
sionals at or above the rank of Manager were
involved in each audited engagement.

m  Executive Density: The proportion of senior
leadership (executives and senior managers)
within the total team ranged from 17% to
60%.

This high density of senior personnel suggests that
firms are mitigating the risks associated with the
inaugural reporting cycle by ensuring that judg-
ment-heavy tasks—such as materiality assessments
and ESRS gap analyses—are handled by experienced
practitioners.

The use by SAASR of the work of internal and external
experts is described in Section 5.7 of this report.

5.3 Understanding the Engagement, the Entity, and Its

Environment

A fundamental prerequisite for performing effective
Assurance on Sustainability Reporting (ASR) is obtaining
a deep, systemic understanding of the entity and the
non-financial metrics being reported. Unlike traditional

audits, this requires the Statutory Auditor for Sustaina-
bility Reporting (SAASR) to evaluate the qualitative and
quantitative processes used to translate environmental
and social impacts into formal disclosures.

5.3.1 Understanding the Matter of Engagement

Pursuant to 88 41-45 of KSUA 3002PL, the SAASR must
ascertain whether the sustainability report adequately
describes the criteria used for specific disclosures. This
involves:

m  Criteria Suitability: Verifying that the entity
has correctly applied the European Sustaina-
bility Reporting Standards (ESRS).

m Data Lifecycle Awareness: Under § 44, the
auditor must obtain a comprehensive under-
standing of how data is collected, prepared,
and aggregated—tracing the flow from the
initial point of measurement to the final
report.
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5.3.2 Understanding the Entity and Internal Controls

The requirements in §§ 46-51 of KSUA 3002PL shift the 3) Taxonomy Disclosure Reporting Process: Under §
focus to the entity’s internal governance and its operat- 49 and § 50, the auditor must specifically examine
ing environment. To ensure a robust limited assurance the preparation process for disclosures mandated
engagement, the SAASR must obtain an understanding by the EU Taxonomy Regulation, ensuring the
of three foundational pillars: methodology for calculating ,Green” Key Perfor-
1) Double Materiality Assessment Process: Evaluat- mance Indicators (KPIs) is sound.
ing how the entity identifies its ,impact Material- The auditor’s understanding must also encompass the
ity” (outward impact on people and environment) legal landscape. This includes not only the CSRD and
and , Financial Materiality” (inward risks and ESRS but also sector-specific regulations and the dele-
opportunities). gated acts of the EU Taxonomy.

2) ESRS Reporting Process: Analyzing the internal
workflows, systems, and personnel responsible
for generating disclosures across environmental,
social, and governance topics.

5.3.3 Inspections Findings: Documentation
of Entity Understanding

The thematic inspections confirm that Statutory Audi- evidence that the auditors moved beyond financial
tors for Sustainability Reporting (SAASRS) successfully accounting boundaries to grasp the specialized processes
operationalized the requirements of §§ 41-51 of KSUA underlying ESG disclosures.

3002PL. Engagement files generally contained robust

Understanding the Subject Matter and Specific Disclosures

One of the more complex areas of the new standards = Documentation Gap: In one instance, the file
involves entity-specific disclosures—reporting on topics lacked documentation of this assessment.
not fully covered by the topical ESRS but relevant to the This is a critical oversight, as the auditor must
entity’s unique profile. verify that these disclosures are not arbitrary
m  Assessment of Criteria: Of the ten engage- but iased on a logical, transparent frame-
work.

ments audited, six included entity-specific
disclosures. In five of these cases (83%), the
SAASR correctly documented an assessment
of the criteria applied by the entity, as man-
dated by § 42.
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Evaluation of Foundational Reporting Processes

The auditors demonstrated a high level of rigor in map- m  ESRS Compliance: The specific workflows
ping the entity’s ,,non-financial plumbing.” The docu- used to prepare information in accordance
mentation showed that SAASRs obtained a structural with § 49.

understanding of:

= Double Materiality: How the entity identifies
both its impact on the world and the financial
risks it faces.

m  EU Taxonomy: The calculation and reporting
process for ,green” KPIs under the delegated
acts (pursuant to § 50).

Verification of Legal and Sectoral Frameworks

1) Document Audits: Reviewing internal policies,
materiality maps, and data collection manuals.
2) Specialized Questionnaires: Using targeted sur-
(e.g., energy or manufacturing) where industry-specific veys to extract information on ESG governance
laws directly influence the sustainability data held by the and data ownership from management.
entity. 3) Enquiries: Conducting interviews with non-fi-
nancial personnel, such as Chief Sustainability
Officers or Environmental Engineers.

In accordance with § 51, auditors documented the reg-
ulatory landscape specific to the entity’s industry. This
is vital in sectors with high environmental footprints

Topical Audit Observations on Procedures: To obtain this
understanding, SAASRs relied on a blend of traditional
and specialized audit techniques:

5.4 Procedures for Assessing Engagement Risk

auditor must navigate the high inherent risk of non-fi-
nancial data, which is often less structured than financial
accounting.

The identification and assessment of risk form the
cognitive core of the assurance process. In the context
of Assurance on Sustainability Reporting (ASR), the

5.41 The Iterative Nature of Risk Estimation

Pursuant to §§ 52-58 of KSUA 3002PL, risk assessment
is defined as an iterative and dynamic process rather
than a linear task.

procedures is to specify the type, timing, and
extent of planned procedures required to
achieve the engagement’s objectives.

= Dynamic Refinement: Per § 55, preliminary Professional Judgement: § 56 emphasizes
expectations regarding disclosures prone to that the extent of these procedures must be
material misstatement are formulated early tailored to the entity’s complexity and the
but must be refined as the engagement pro- specific characteristics of the sustainability
gresses and new information emerges. issues (e.g., the difficulty of measuring Scope

m  Purpose: The primary objective of these 3 emissions versus gender pay gap metrics).
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5.4.2 Collaborative Risk Assessment (The Team Discussion)

A critical requirement of § 53 is the mandatory discus-
sion among the Key Statutory Auditor (KSAASR) and
other key team members. This discussion must specifi-
cally address the vulnerability of disclosures to material
misstatement due to both fraud and error. This collabo-

rative ,brainstorming” ensures that the collective expe-
rience of the team—induding ESG experts—is leveraged
to identify non-obvious risks, such as ,,greenwashing” or
data manipulation in environmental reporting.

5.4.3 Transitional Relief for Early Adopters

Recognizing the steep learning curve for the first year of =  Alternative Requirement: Instead of the full
mandatory reporting, § 58 of KSUA 3002PL provides a systemic assessment, the auditor must at
significant transitional provision: least carry out the identification of disclosures

= Application: For reporting years ending on or where a material misstatement is likely to

before 30 June 2025. occur.

m  Relief: SAASRs are permitted to bypass the
full, formal risk identification and assessment
procedures described in §§ 47-57.

5.4.4 Inspections Findings: Risk Assessment in Practice

The standard provides for the following pattern of firms have successfully adapted traditional audit meth-
practice: odologies to ESG disclosures, there is a clear distinction
between those who performed a full risk assessment
and those who utilized the transitional simplification.

The thematic inspections reveal that Statutory Audi-
tors for Sustainability Reporting (SAASRS) are actively
navigating the complexities of non-financial risk. While

Risk of material

misstatement
Identification

Risk of material
misstatement
assessment.

Identification of
disclosures for
which material

misstatement,

whether due to
fraud or error, is

likely to occur

Identification of
the type, timing
and extent of
planned proce-
dures relating to
these disclosures

v
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Divergent Approaches to Risk Identification

The audit identified two primary methodologies used by
SAASRs to comply with KSUA 3002PL:

The Simplified Approach (40% of engage-
ments): Four out of ten files utilized the ex-
emption under § 58. Instead of a full systemic
assessment, these auditors focused solely

on identifying disclosures where material

Key Areas of Identified Risk

In engagements where auditors identified disclosures
prone to material misstatement (either through § 58
or full assessment), the risks were concentrated in
high-judgment or high-complexity data sets:

Climate Metrics: Greenhouse gas (GHG) emis-
sions and energy consumption/mix.

Social Disclosures: Gender pay gap calcula-
tions.

Compliance Gaps and Team Dynamics

Pursuant to § 53, the team discussion on fraud and error
is a mandatory quality control step.

Documentation Success: Most files contained
sufficient documentation of the risk estima-
tion process.

Critical Omission: In one instance, the audi-
tor failed to document the mandatory team
discussion on fraud/error susceptibility.

misstatement was ,likely to occur.”

m  The Comprehensive Approach (60% of en-
gagements): The majority of auditors per-
formed a full identification and assessment of
risk factors, estimating both the impact and
likelihood of misstatement for each specific
disclosure.

m EU Taxonomy: Incorrect classification of
capital and operational expenditures (CapEx/
OpEXx) under Article 8.

Notably, significant risk was identified in only one
engagement, specifically regarding the carbon footprint
disclosures, highlighting the maturity challenges in calcu-
lating Scope 1, 2, and 3 emissions.

m  Requirement Reminder: AFs must ensure that
memoranda of team discussions are included
in the file as primary evidence of professional
skepticism.

Future Regulatory Alignment: ISSA 5000

The landscape of sustainability assurance is poised for
further standardization. The International Standard on
Sustainability Assurance (ISSA) 5000, adopted by the

IAASB in late 2024, is expected to replace KSUA 3002PL

in Poland once adopted as a National Professional
Standard (the date is not known yet).
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Feature KSUA 3002PL (§ 58) ISSA 5000 (5 103L)

Allows simplified approach: identification of disclo- | Requires identification AND assessment
Approach e : )
sures with likely misstatement. . of risk.
Applicability Period ending June 30, 2025 or earlier. Periods beginning on/after Dec 15, 2026.
Fraud/Error Focuses on likely misstatement. E?(p|ICIt mandate for fraudferror at
disclosure level.
Strategic Outlook: The ,,simplified” era is ending. For engagements moving forward, aligning their internal
reporting years ending after June 30, 2025, the exemp- tools with the ,General Requirements” approach seen in
tion in § 58 will expire. Firms must prepare their teams ISSA 5000.

to conduct full, rigorous risk assessments for all ASR

5.5 Determination of Quantitative and Qualitative
Materiality

The determination of materiality is a foundational exer- Reporting (ASR), the auditor must move beyond the
cise that governs the scope and depth of the assurance purely financial lens to capture the significance of non-fi-
procedures. In the context of Assurance on Sustainability nancial impacts.

5.5.1 Regulatory Requirements for ASR Materiality

Pursuant to §8 59-61 of KSUA 3002PL, the SAASR is m Determine Quantitative Materiality: Estab-
required to apply the principles established in § 44 and lish numerical thresholds appropriate for the
§§ A92-A100 of KSUA 3000 (2). This framework stip- circumstances of the engagement, typically
ulates that materiality must be considered throughout applied to Key Performance Indicators (KPlIs)
the planning and execution phases to evaluate whether such as greenhouse gas emissions, energy
the sustainability report (SR) contains material misstate- consumption, or social metrics.

ments that could influence the decisions of intended

users.

Under § 59 of KSUA 3002PL, the SAASR must specifi-
cally:

= Formulate Qualitative Materiality: Establish
professional considerations and indications
for the narrative and descriptive aspects of
the report. This involves judging the signifi-
cance of omissions or inaccuracies in the de-
scription of strategies, policies, and impacts.
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5.5.2 Inspections findings: Implementation of Materiality

The thematic inspections of the ten sampled Sustaina-
bility Reporting (SR) assurance engagements highlight

a rigorous, albeit varied, application of materiality. While
firms successfully adapted to the multi-dimensional
nature of ESG data, some documentation gaps regarding
numerical precision were identified.

1) Materiality for Quantitative Disclosures

The determination of quantitative thresholds is
complex in ASR because benchmarks (denominators)
differ by topic. The audit found that firms largely
complied with § 59 of KSUA 3002PL by setting specif-
ic thresholds for individual data points.

m  Topic-Specific Approach: In 80% of en-
gagements, auditors determined materiality
separately for each topical ESRS or disclosure
group. The percentage thresholds for these
metrics typically ranged between 4% and 8%.

m EU Taxonomy: For disclosures required by
Article 8 of the Taxonomy Regulation, mate-
riality was documented in 8 of 10 files, with
thresholds ranging from 5% to 10%.

m  Performance and Triviality: * 50% of firms
voluntarily determined Performance Mate-
riality (ranging from 50% to 75% of overall
materiality) to better calibrate their testing
procedures.

90% of files documented a , triviality
threshold” (manifestly immaterial mis-
statements). Most used 0.5% to 5% of
overall materiality as the cutoff.

m  Financial Alignment: In cases where sustainabili-
ty disclosures were purely financial (e.g., specific
costs), auditors maintained consistency by using
the same materiality levels established for the
Consolidated Financial Statement (CFS) audit.

Critical Regulatory Observations:

= No Exemptions for Low Risk: In one engage-
ment, materiality was only determined for
»medium to high risk” areas. The audit em-

phasizes that § 59(b) does not permit waiving
materiality for low-risk disclosures.

m  Numerical Precision: Some files used ,,per-
centage bands” (e.g., 5-10%) instead of spe-
cific values. Regulators require that material-
ity be defined as a specific numerical value to
ensure transparency in the assurance trail.

2) Materiality for Qualitative Disclosures

Unlike quantitative data, qualitative materiality focus-
es on the ,narrative integrity” of the report. The audit
confirmed that all ten files met the requirements of §
59(a) of KSUA 3002PL.

m  Assessment Level: 60% of KSAASRs docu-
mented qualitative materiality at the individ-
ual disclosure level, while the remaining 40%
defined it at the overall SR level.

m  Criteria Applied: Auditors utilized professional
judgment and the qualitative characteristics
defined in ESRS 1(e.g., relevance, faithful
representation, and comparability).

m  User-Centric Focus: Materiality was generally
formulated as information that, if misstat-
ed or omitted, could affect the decisions of
target users. Any deviations from established
reporting criteria were assessed on a case-by-
case basis.
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5.6 Procedures Performed Regarding Double Materiality

Assessment
The double materiality assessment is the cornerstone of m Impact Materiality: The entity’s actual or po-
the entire sustainability report (SR). It is the process by tential impacts on people or the environment
which an entity identifies which sustainability mat- (the ,inside-out” perspective).

ters are significant enough to be disclosed. Under the
European Sustainability Reporting Standards (ESRS),
materiality is not a one-way street; it must be evaluated
through two distinct lenses:

m  Finandcial Materiality: How sustainability
matters generate risks or opportunities that
affect the entity’s development, performance,
and position (the ,,outside-in" perspective).

« Construction
of the double
materiality
matrix

« Assessment and
identification of
significant ESG

I

« Analysis of
the environ-
ment, stake- « [dentification

holder needs of potential
research ESG topics
(interviews,

surveys)

v

—@ 2 3 O

Key Audit Procedures include: m  Stakeholder Dialogue Review: Verifying
that the entity implemented an appropriate
communication process and summarized the
outcomes of that dialogue.

= Inquiry and Understanding: Interviewing
management to confirm the process included
stakeholder identification, impact/riskfoppor-
tunity assessment, and a review of the entire m  Evidence of Judgment: Confirming that
value chain. management adequately documented their
justifications, particularly for why certain
aspects were deemed immaterial.

m  Consistency Check: Evaluating whether the
description of the process published in the
SR matches the actual process the auditor
observed during the engagement.

m  Compliance Verification: Designing procedures
to ensure the methodology aligns with ESRS
requirements.
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Misinterpretation
of risks and oppor-
tunities

Excessive
number of top-
ics considered
material

SR credibility Financial, operation-

al and reputational

downgrade
9 losses

5.6.1 Risks of Irreqularities in the Assessment Process

An entity faces significant risks if the double materiality 2) Over-reporting (,,Dilution”): Including an exces-

process is flawed. Incorrectly identifying material topics sive number of immaterial topics, which makes

can lead to two main failure points: the report unreadable and obscures truly impor-
tantissues.

1) Under-reporting: Missing critical risks or impacts,

leading to an unreliable and non-compliant SR. Both scenarios expose the entity to financial, operation-

al, and reputational losses.

5.6.2 The Auditor’s Role and Procedures (KSUA 3002PL)

The Statutory Auditor for Sustainability Reporting auditor’s goal is to verify that the entity’s management
(SAASR) must perform specific procedures to assure this has established a robust, compliant framework for iden-
process, as outlined in §§ 62-73 of KSUA 3002PL. The tifying what matters.

5.6.3 Integration with Due Diligence and Risk Management

Pursuant to Article 63r(2)(6) of the Accounting Act, the m The entity’s internal risk management system
SR must also describe the entity's due diligence process. (for financial materiality).
The SAASR verifies that the identified impacts and risks

m  Comparisons with industry peers and aca-

are consistent with: demic or ESG rating studies.

m  The entity’s actual actions to prevent or miti-
gate negative impacts.
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5.6.4 The Relationship Between Double Materiality and Audit

Materiality

It is vital to distinguish between the entity's materiality
and the auditor’s materiality. As noted in § 61 of KSUA
3002PL, the two are related but not identical:

m  Double Materiality is used by the entity to
decide what to report.

m  Audit Materiality is used by the auditor to
decide how much error is acceptable when
testing those reports.

The SAASR must take the outcome of the entity’s
assessment into account when estimating the engage-
ment risk and assessing misstatements. If deficiencies
are identified in the double materiality process and
management refuses to correct them, the SAASR must
evaluate how this affects the final assurance conclusion.

5.6.5 Inspections Findings: Assurance of the Double Materiality

Assessment

The thematic inspections of the ten sampled engage-
ments demonstrated that the Double Materiality As-
sessment was subjected to intensive scrutiny. Since this
process determines the entire scope of the Sustainability

Auditor Engagement and Methods

= Direct Consultation: In 70% of engagements,
Statutory Auditors for Sustainability Report-
ing (SAASRs) held direct meetings with entity
heads and internalfexternal ESG experts to
probe the methodology.

m  Procedural Rigor: Files documented the
fulfillment of § 62 and § 72 of KSUA 3002PL,

Common Irregularities Identified

The audit surfaced several recurring weaknesses in the
double materiality processes performed by entities. The
most significant deficiencies included:

m  Scope Gaps: Failure to conduct analysis across
all business sectors within a group or across
the entire value chain.
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Report (SR), auditors focused on verifying the trans-
parency and technical accuracy of how management
identified material impacts, risks, and opportunities.

including mapping stakeholder dialogues,
value chain completeness, and the consisten-
cy of management’s judgments.

m  Benchmarking: Auditors frequently compared
the entity’s material topics against ESRS 1
Table AR 16 and the disclosures of industry
peers to identify potential omissions.

m  Perspective Issues: A lack of distinction be-
tween actual vs. potential impacts or positive
vs. negative impacts.

m Time Horizon Failures: Incomplete analysis of
impacts, risks, and opportunities across the
mandatory short-, medium-, and long-term
perspectives.



= Mapping Errors: Incomplete alignment of
identified risks to the specific disclosure
requirements of the ESRS framework.

Impact on Assurance Opinions

The interaction between auditors and management re-
garding these findings was a primary driver of reporting
quality:

m  Remediation: In 50% of engagements, man-

agement accepted the auditor's comments
and corrected the identified deficiencies.

= Qualified Opinions: In two cases, the irregu-

Evidence Deficits: Insufficient documenta-
tion of stakeholder engagement, particularly
regarding subsidiaries.

larities were deemed significant enough to
result in a qualification of the SR assurance
opinion, as the entities failed to adequately
rectify the process.

Resolution: In the remaining cases, auditors
either found no irregularities initially or were
satisfied by subsequent management expla-

nations.
Conclusion on Documentation

The audit conduded that the SR assurance files generally their understanding of the process and how they chal-
contained sufficient and adequate documentation. The lenged management’s conclusions in accordance with
evidence provided a clear trail of how auditors obtained § 72 of KSUA 3002PL.

5.7 Using the Work of Experts

Sustainability reporting often involves highly technical auditor. In these instances, the Statutory Auditor for
data—such as carbon sequestration rates, biodiversity Sustainability Reporting (SAASR) must rely on special-
impact metrics, or specialized engineering calculations— ized experts.

that fall outside the traditional expertise of a statutory

5.7.1 Using the Work of Management Expert

When an entity’s management hires an expert to help
prepare the Sustainability Report (e.g., an environmental
consultancy to calculate the carbon footprint), the auditor

1) Assess Competence, Capability, and Objectivity:
The auditor must verify the expert’s profession-
al qualifications, experience, and whether any
relationships with the entity might impair their
impartiality. § 78 provides the specific frame-
work for this assessment.

2) Obtain an Understanding of the Work: The
SAASR must understand the scope, objectives,

cannot simply take that work at face value.

Pursuant to & 77 of KSUA 3002PL, if the SAASR intends to
use the management expert’s work as assurance evidence,
they are mandated to perform three critical evaluations:
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and methods used by the expert. Per § 79,

this understanding can often be obtained by
inspecting the contractual provisions or ,terms
of engagement” between the entity and the
expert.

3) Evaluate Suitability as Evidence: The auditor must
determine if the expert’s findings are a reliable basis
for the assurance opinion. This includes checking the
relevance and reasonableness of the expert’s conclu-
sions and their consistency with other evidence.

5.7.2 Inspections Findings: Reliance on Management Experts

In a large proportion of SR assurance engagements
(eight out of ten), the entity’s management employed
external experts. These were experts supporting the
entities in:

= carry out the double materiality assessment
process,

= calculating carbon footprint,
m taxonomic disclosures.

Expert’s assistance was also used in drawing up SR, par-
ticularly in identifying all the disclosures that an entity
should report.

In five out of eight cases involving the employment of

experts by the entity’s management, SAASRs used the
work of these experts. In the other three engagements,
SAASRSs did not use the findings of the management
expert, relying instead on the work of the SAASR expert.

The SR assurance engagement files included documen-
tation in terms of assessing the competence, capability
and objectivity of the experts, obtaining an understand-
ing of their work and assessing the suitability of work of
the management experts as assurance evidence. In only
one of the five SR assurance files was it found that the
suitability assessment of the work of the expert of the
entity’s manager was not documented, which is not in
accordance with § 77(c) of KSUA 3002PL.

5.7.2 Using the Work of the SAASR Expert

Sustainability assurance is inherently multidisciplinary,
often requiring technical knowledge that exceeds the
scope of traditional financial auditing. Under KSUA
3002PL, the Statutory Auditor for Sustainability Report-

5.7.2.1 Scope of Expertise

Pursuant to § 80, the SAASR typically employs experts
to address complex technical disclosures in three primary
pillars:

m  Environment and Climate: For calculating
greenhouse gas (GHG) inventories, biodiversi-
ty metrics, or water stress assessments.
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ing (SAASR) must proactively determine if, when, and
to what extent a specialized expert is needed to support
the engagement.

m  Social Affairs: For specialized labor law com-
pliance, gender pay gap methodologies, or
human rights impact assessments.

= Corporate Governance: For evaluating ethics
frameworks, anti-corruption systems, or
whistleblowing effectiveness.



5.7.2.2 Procedural Requirements

The auditor’s responsibility does not end with hiring an
expert. Under § 82 and § 84, the SAASR must perform
procedures analogous to those for a management
expert, including assessing their competence, capability,
and objectivity, and evaluating the suitability of their
findings.

A critical differentiator for the auditor’s expert is the re-
quirement for a written agreement. Pursuant to § 82(c),
the SAASR must formalize the following in writing:

1) Scope: The specific type, scope, and objectives of
the work.

2) Roles: The distinct responsibilities of the SAASR
versus those of the expert.

3) Communication: The nature, timing, and extent of
reporting and dialogue.

4) Confidentiality: Mandatory compliance with strict
professional confidentiality standards.

5.7.3 Inspections Findings: Utilization of SAASR Experts

The thematic inspections results confirm a strong trend
toward a multidisciplinary approach in the first year of
sustainability assurance. The vast majority of Statutory
Auditors for Sustainability Reporting (SAASRS) recog-

Distribution of Expert Resources

Of the ten engagements audited, nine out of ten utilized
some form of specialized expert. The reliance on internal
network resources was particularly prominent:

= Internal Experts Only: 40% of SAASRs relied
exclusively on specialists from within their
own audit firm or network.

m  External Experts Only: 30% appointed
third-party consultancies.

Specialized Areas of Focus

nized that the technical complexity of ESG data—par-
ticularly environmental metrics—required specialized
verification beyond traditional auditing skills.

m  Hybrid Approach: 20% utilized a combination
of both internal and external expertise to
cover different technical areas.

m  No Expert: Only one SAASR (10%) performed
the engagement without a designated expert.

The involvement of experts was heavily weighted toward the , Environmental” pillar of ESG and the technicalities of EU

regulations:

. Frequency
Area of Expertise Key Focus
of Use
Carbon Footprint | 67% (6/9) Calculation of GHG inventories and emission factors.
Verification of technical screening criteria and DNSH (Do No Significant
EU Taxonomy 56% (5/9) Harm) assessments. ’ ( ’
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Frequency

Area of Expertise Key Focus
of Use

Environmental

(General) 33% (3/9) Water, waste, and broader biodiversity disclosures.

Double Materiality | 11% (1/9) Review of the methodology and stakeholder mapping.

Over half of the auditors (5 out of 9) who engaged experts found it necessary to appoint more than one specialist to
cover the diverse range of reported disclosures.

Documentation and Market Practice

Inspections concluded that the engagement files con- The use of such experts is noted as good market prac-
tained sufficient and adequate documentation regard- tice, signaling a prudent and risk-aware approach by
ing the appointment and evaluation of these experts. audit firms during the inaugural year of CSRD imple-
Specifically: mentation.

Firms successfully documented the assessment of
the experts’ competence, capability, and objectivity as
required by § 82 and § 84 of KSUA 3002PL.

5.8 Procedures Regarding Fraud and Non-Compliance with
Laws or Regulations

The detection and response to irregularities are central performance—or the omission of legal non-compliance
to the integrity of the assurance process. In sustainability (e.g., environmental fines or labor law violations).

reporting, this often involves identifying ,greenwash-
ing"—the intentional misstatement of environmental

5.8.1 Professional Scepticism and Alertness

Pursuant to § 86 and § 87 of KSUA 3002PL, the Statu- = Non-compliance (NOCLARY): Acts of omis-
tory Auditor for Sustainability Reporting (SAASR) must sion or commission, intentional or uninten-

maintain professional scepticism throughout the entire tional, which are contrary to prevailing laws
engagement. This requires being alert to: and regulations.

= Fraud: Intentional acts involving the use of
deception to obtain an unjust or illegal advan-
tage, resulting in material misstatements in
the SR.

I G /107



5.8.2 Inquiry and Communication

The SAASR is required to cast a wide net when seeking
information about potential irregularities. Key sources
include:

= Management and Governance Bodies:
Inquiring about their knowledge of actual or
suspected fraud.

= Internal Audit Function: If present, the
SAASR must specifically engage with internal
audit to understand their findings regarding
sustainability data controls.

m  Other Relevant Parties: This may include
legal counsel, compliance officers, or whistle-
blowing coordinators.

5.8.3 Response to Identified Irregularities

If fraud or non-compliance is suspected, the SAASR’s
response must be structured and documented under
§90 of KSUA 3002PL:

= Understanding: Gaining a clear picture of the
type of event and the circumstances.

m Impact Assessment: Evaluating how the
irreqularity affects the SR and the risk of
material misstatement.

= Further Procedures: Designing specific pro-
cedures (tailored to a limited assurance level)
to focus on the disclosures most likely to be
affected.

5.8.4 Reporting Obligations (PIEs)

For Public Interest Entities (PIEs), the SAASR has
heightened statutory duties under § 89 of KSUA
3002PL and the Act on Statutory Auditors:

= Internal Reporting: Communicating identi-
fied irreqularities directly to the entity.

m External Escalation: If the entity fails to take
appropriate corrective measures, the SAASR
is legally obligated to inform the relevant
state authorities responsible for investigating
such irregularities.

5.8.5 Inspections Findings: Fraud and Non-Compliance

Procedures

SAASRs did not identify any fraud or non-compliance or
suspected non-compliance with laws or regulations. The
thematic inspection of the ten sampled engagements

indicates that while SAASRs are consistently performing

fraud-related inquiries, there is a significant reliance on
existing financial audit procedures. This ,spillover” from
financial auditing occasionally results in a lack of special-
ized focus on sustainability-specific risks.
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Scope of Inquiries and Methods

= Target Audience: All audited files document-
ed inquiries to the Management Board and
Supervisory Board/Audit Committee. In 60%
of cases, auditors specifically targeted ESG
team members, which is considered a best
practice for identifying internal pressures
related to reporting.

m  Format: Communication typically occurred
through face-to-face meetings (documented
in memoranda) or structured surveys and
questionnaires regarding the suspicion of
fraud.

External Verification: Two out of ten SAASRs
extended their inquiries to the entity’s exter-
nal law firms to identify potential non-com-
pliance or litigation related to environmental
and social matters.

Integration with Financial Statement (FS) Audits

A common trend observed was the utilization of work
performed during the audit of the Consolidated Financial
Statements (CFS).

m Efficiency vs. Specificity: In 30% of cases,
the fraud procedures for SR were essentially
the same as those performed for the CFS
audit.

Critical Documentation Deficiencies

The audit identified a need for better ,cross-referencing”
and evidence containment within the SR assurance files:

m  Missing Evidence: In one case where a
SAASR utilized CFS inspections findings, they
failed to include copies, extracts, or even a
descriptive memorandum of those procedures
within the SR assurance file.
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Focus Gap: In only one instance—where

the auditor held both the KSA (financial)

and KSAASR (sustainability) roles—did the
inquiries explicitly include sustainability-spe-
cific fraud risks (such as greenwashing). In the
other cases, the procedures remained ,stand-
ard” financial fraud checks.

Regulatory Expectation: If a SAASR relies
on findings from a financial audit, the SR as-
surance file must stand on its own. It should
contain copies of relevant documents or clear
memoranda describing what was performed
and how it applies to sustainability.



5.9 Responses of KSAASR to Risk Assessment

In a limited assurance engagement, the auditor’s
strategy is not to prove that every number is perfectly
accurate, but to perform enough work to conclude that
»nhothing has come to their attention” that suggests the

5.9.1 Types of Procedures Used

Pursuant to §5 96-104 of KSUA 3002PL, the Statutory
Auditor for Sustainability Reporting (SAASR) must de-

report is materially misstated. This requires a targeted,
risk-based approach to evidence gathering.

sign further procedures that specifically address the risks
identified during the planning phase.

5.9.1.1 Strategic Tailoring of Procedures

Under § 97, the auditor uses professional judgment to

determine the type, timing, and extent of work. Unlike
a full audit (reasonable assurance), a limited assurance
engagement:

m  Focuses on Likely Misstatements: More
detailed procedures are deployed only where
errors are most probable.

5.9.1.2 The Substantive Toolkit

Substantive procedures in a limited assurance context
typically include:

= Analytical Procedures: Evaluating rela-
tionships between sustainability data (e.g.,
comparing energy consumption to production
volume).

m  Enquiries: Seeking clarification from man-
agement regarding data anomalies or process

gaps.

5.9.1.3 Data Reliability and Sampling

Pursuant to & 114 and § 115, the SAASR must evaluate
the suitability and reliability of the evidence. If the audi-
tor uses sampling (under § 128), they must:

m  Define a sample size that reduces sampling
risk to an acceptable level.

= May Bypass Control Testing: While § 116-123
allow for testing the operating effectiveness
of internal controls, it is not mandatory. If
an entity’s ESG controls are still maturing,
the auditor may choose to rely entirely on
substantive testing.

= Tests of Details (Optional): Procedures such
as inspection, recalculation, or re-perfor-
mance are used selectively when the auditor
believes they are necessary to obtain suffi-
cient evidence (pursuant to § 102).

m  Selectitems that are representative of the
population being tested.
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5.9.1.4 Specialized Assurance Areas

m Estimates and Assumptions: Per § 133, the
SAASR is not required to perform deep-dive
testing on all underlying assumptions for
estimates (like future climate scenarios).
However, they must maintain professional
scepticism where these assumptions are
likely to lead to material misstatements.

Value Chain Information: Under § 162 and
§163, the auditor must design procedures
specifically for information originating out-
side the entity’s direct control (e.g., Scope 3
emissions from suppliers). This often involves
reviewing the entity’s process for collecting
and validating third-party data.

5.9.1.5 Inspections Findings: Response to Risks and Substantive Procedures

The thematic inspection shows that auditors primarily relied on substantive testing, exercising their professional judg-
ment to navigate the lack of historical data and established internal controls.

Strategic Shift: Substantive Testing vs. Control Testing

In all ten audited engagements, Statutory Auditors
for Sustainability Reporting (SAASRs) opted entirely
against control testing. The consensus among auditors

Extent and Nature of Procedures

The depth of the procedures was directly linked to the
auditor’s risk assessment:

m High-Risk Disclosures (60% of engage-
ments): For disclosures with higher estimated
risk, auditors performed rigorous tests of
details. For other areas (Standard-Risk Disclo-
sures), procedures were limited to ,reading”
the report chapters, verifying completeness,
and obtaining basic source documents (poli-
cies or statements).

Sampling and Data Verification

Sampling was utilized in 70% of engagements, focused
heavily on high-impact metrics:

m  Areas: Primarily electricity consumption and
Greenhouse Gas (GHG) emissions.

= Sample Sizes: Auditors selected between
2 and 20 items per population.
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was that, given the nascent state of ESG reporting sys-
tems, performing only substantive testing was more
effective for obtaining limited assurance.

Comprehensive Detail Testing (40% of en-
gagements): Four SAASRs chose to conduct
tests of details for all disclosures, regardless
of the risk level, representing a highly con-
servative approach.

Selection Criteria: Sample sizes were deter-
mined based on the likelihood of misstate-
ment or the risk level, and the total popula-
tion size.



The ,,Analytical Procedures” Gap

A finding was the limited use of analytical procedures m
(5§ 126-127 of KSUA 3002PL).

Future Outlook: As multi-year data becomes
available, the Agency expects a shift toward

= The Challenge: Since 2024 was the first year greater use of analytical procedures.

of mandatory reporting, there was a lack of
comparative data. Prior year data, even when
available, was typically not subject to assur-
ance.

m The Response: Auditors chose a more pru-
dent path by prioritizing tests of details over
analytical trends. The Agency supports this as
a ,prudent approach” that helps satisfy § 115
of KSUA 3002PL requirements regarding the
reliability of information.

Best Practice: Qualitative Verification

The audit identified a good market practice for verify-
ing qualitative (narrative) disclosures:

The table below details the specific assurance proce-
dures implemented by Statutory Auditors for Sus-
tainability Reporting (SAASRs) to verify the narrative
and numerical data within the Sustainability Report (SR).

Auditors read internal policies, rules, and regulations to
confirm they were compliant with sustainability laws.

This direct inspection allowed auditors to effectively
identify misstatements in the ,story” the entity was

telling about its ESG governance.

SR Disclo-
sure Area

Procedures for Qualitative (Narrative)

Disclosures

Procedures for Quantitative (Numerical)
Disclosures

ESRS 2: « Verifying SR information based onthe | N/A (Generally narrative/process-oriented)
General auditor’s understanding of the group
Disclosures and evidence.

« Assessing if disclosures are accurate,

unbiased, and clearly described.

Environ- « Interviews with ESG departments. « Comparing SR figures to source data/statements.
mental (E1- Auditing documents (ESG strategies, « Checking completeness (full year/all companies).
ES) environmental procedures). « Reconciling detailed subsidiary data to summary

« Verifying that policies mentioned are
actually in place.

« Assessing the rationality of energy
conversion rates used.

group statements.

« Sampling items (e.g., energy invoices) for verifi-
cation.

« Recalculating indicators (e.g., GHG emissions)

« Analytical procedures based on half-year
energy consumption and emissions data
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SR Disclo-
sure Area

Procedures for Qualitative (Narrative)

Disclosures

Procedures for Quantitative (Numerical)

Social (51-54)

- Interviews with ESG, OHS, and HR
departments.

« Confirming compliance with employ-
ment/remuneration policies and collec-
tive agreements.

« Verification whether all policies/
procedures indicated in the disclo-
sures actually operate within the
group.

« Auditing employee surveys and com-
paring findings to double materiality
results.

« Verifying activities via training records
and attendance lists.

Disclosures

« Comparing SR figures to internal company state-
ments.

« Verifying if statements include all employees and
subsidiaries.

« Using random or targeted sampling to check
data against HR system ,snapshots”.

« Recalculating the pay gap metrics.

Governance
(G1)

« Enquiries to personnel in various de-
partments.

« Comparing disclosures to anti-corrup-
tion policies, fraud procedures, and
supplier codes of conduct.

« Confirming that policies are fully imple-
mented within the group.

« Recalculating indicators (e.g., payment practic-
es) using procedures from the Financial State-
ment audit.

- Comparing data with court judgments regarding
benefit amounts or legal penalties.

5.9.2 Procedures Performed for Article 8 (EU Taxonomy)
Disclosures

Assurance on EU Taxonomy disclosures is one of the
most technical components of the engagement. It
requires the Statutory Auditor for Sustainability Re-
porting (SAASR) to bridge the gap between financial

accounting data and technical environmental criteria.
Pursuant to & 164 of KSUA 3002PL, these disclosures
are a mandatory part of the limited assurance scope.

5.9.2.1 Obtaining an Understanding of the Process

Under & 165 and § 166, the auditor must first evaluate n
the internal systems management has built to catego-

rize their business. The SAASR assesses whether these

processes:

Financial Integrity: Guarantee that the data
used to calculate Key Performance Indicators
(KPIs) is directly reconciled with the under-
lying accounting information.

= Comprehensive Scope: Cover every econom-
ic activity within the entity and its consolidat-
ed subsidiaries.

m  Compliance Infrastructure: Ensure the final
report meets the specific formal and pres-
entation requirements of the EU Taxonomy
delegated acts.
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5.9.2.2 Verification of Presentation and Format

Pursuant to § 167, the auditor verifies the , form” of the m  Template Adherence: They must follow the
disclosures to ensure they are accessible and compliant: mandatory reporting templates provided in

=  Objective-Specific: Disclosures must be the taxonomy regulations.

presented for each of the six environmental
objectives (e.g., climate change mitigation,
circular economy).

= Identifiable Location: They must be placed in
a clearly marked part of the environmental
section of the SR.

5.9.2.3 Substantive Assurance Procedures

Following the identification of areas likely to be materially misstated (§ 168), the SAASR performs targeted testing.
According to § 170, these procedures include:

Procedure Category Specific Auditor Actions

Assessing if ,eligible” activities truly meet the Technical Screening Criteria to be

Eligibility & Alignment considered ,aligned.”

Verifying the math and definitions for the three mandatory KPIs: Turnover, CapEXx,
and OpEx.

Linking the taxonomy data back to the Financial Statements (FS). This often requires
direct communication with the financial auditor.

KPI Calculation

Financial Reconciliation

Evaluating the entity’s evidence for ,,Do No Significant Harm” (DNSH) and ,,Minimum

Safeguards & DNSH Social Safeguards.”

Internal Consistency Ensuring taxonomy figures align with topical ESRS disclosures (E1, E2, E3, E4 and E5).

5.9.2.4 Inspections Findings: Assurance of Article 8 Disclosures
The thematic inspections revealed that the level of scru- entities had negligible ,eligible” activities, others required

tiny for EU Taxonomy disclosures was highly responsive deep technical dives.
to the entity’s specific business profile. While some
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Variable Extent of Procedures

The depth of the audit was determined by the signifi- m High-Technicality Scenarios: In 50% of
cance of the taxonomic indicators: engagements, the complexity required the
involvement of SAASR experts. These were
primarily internal experts who utilized the
audit firm’s specialized software to document
their technical assessments.

m  Low-Materiality Scenarios: In 20% of
engagements, where the percentage of
eligible activities*® was low and aligned*'
activities were non-existent, procedures were
streamlined. SAASRs focused on methodolo-
gy accuracy, reconciliation to source data, and
mathematical verification.

Synergy with Financial Audit Teams

A key finding was the effective use of the Consolidated SAASRs relied on the financial auditors to verify the
Financial Statement (CFS) audit team’s work. Since denominators (total Turnover, CapEx, and OpEX).
Taxonomy indicators are derived from financial figures,

Specific Financial Reconciliations Used:

= Matching accounting records to the trial m Leveraging substantive test results from
balance. revenue and cost areas performed during the
CFS audit.

=  Reconciling the Fixed Asset movement table
(and intangible assets) with the expenditures
used in CapEx calculations.

Identified Irregularities and Corrections

The assurance process led to several critical correc- = Reconciliation Gaps: Discrepancies between
tions across the sampled entities: the amounts reported in the audited CFS
(Consolidated Revenue/Expenses) and those

m Input Data Errors: Incomplete recognition of
used as the basis for the Taxonomy indicators.

data impacting the Turnover indicator.
The table below shows examples of procedures per-
formed by SAASR, as required under §§ 164-170 of KSUA
3002PL.

m Calculation Mistakes: Direct errors in the
mathematical derivation of CapEx and OpEx.

30 Taxonomy-eligible means that the economic activity is included in the list of activities considered material for the achieve-
ment of the sustainable development goals as defined in the EU Taxonomy.

I Taxonomy-aligned means that the economic activity not only qualifies, but also meets all the detailed technical criteria neces-
sary to be considered environmentally sustainable.
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Assurance Stage Description of the Procedures Performed

Understanding the Process
of Activity Determination
(55 165-166)

« Inspection of documentation (entity analyses, management expert reports)
and enquiries to understand the assessment of minimum social safeguards.

« Enquiries and document inspection to understand the process for meeting
Substantial Contribution and Do No Significant Harm (DNSH) criteria.

Understanding Disclosure
Preparation
(85 165-166)

« Inspection of methodologies and enquiries regarding data collection for:
« Data allocation across Revenue, CapEx, and OpEx.
« Group-wide data collection and consolidation processes.
« Internal controls in place.

« Assessment of the methodology used to calculate denominators for the
three mandatory KPIs.

Assessment of Presentation
Accuracy
(8167)

« Verifying the correct placement and visibility of disclosures within the ESG
report.

« Ensuring compliance with the specific provisions of the Taxonomy Regula-
tion.

« Confirming that tables strictly adhere to the mandatory templates in Regula-
tion 2021/2178.

Further Substantive
Procedures
(§170)

- Verifying the classification of activities: Taxonomy-aligned, Eligible (non-
aligned), and Non-eligible.

« Minimum Safeguards Audit: Reviewing policies, codes of conduct, and law
firm letters regarding court cases/judgments; analyzing CFS notes on provi-
sions and litigation.

« DNSH Testing: Checking a sample against source documents to verify that
activities do not harm environmental objectives.

- Mathematical Verification: Checking the correctness of entity statements
and recalculating indicators.

« Financial Reconciliation: Matching SR tables to entity statements and recon-
ciling data with the Consolidated Financial Statement (CFS) notes.

- reconciliation of data used to calculate indicators with notes in the CFS,

« testing procedures related to the denominator (using the work of the audit
team)

« verification of indicator calculations (recalculations),

« Quality Assessment: Evaluating whether disclosures are complete, accurate,
impartial, and clear.

5.9.3 Procedures Performed for Greenhouse Gas (GHG)
Emissions (E1-6)

Greenhouse gas emissions are often the most scruti-
nized quantitative disclosures in a Sustainability Report.
Because these figures are frequently used for transition

mandates a rigorous risk assessment and response
framework specifically for the ESRS E1-6 disclosure
area.

planning and decarbonization targets, KSUA 3002PL
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5.9.3.1 Risk Assessment Considerations

Pursuant to § 103 of KSUA 3002PL, the Statutory
Auditor for Sustainability Reporting (SAASR) must
go beyond the numbers to evaluate the ,ecosystem” of
the data. The auditor considers:

= Data Integrity: The quality and reliability of
the mechanisms used to collect activity data
(e.g., automated meters vs. manual spread-
sheets).

m  Organizational Competence: The technical
expertise of the personnel managing the GHG
inventory.

= Governance: The level of oversight and
involvement from the entity’s management in
the final reporting process.

m  Completeness of Sources: Ensuring all emis-
sion sources (stationary combustion, mobile
sources, fugitive emissions, etc.) have been
identified across the entire organizational
boundary.

m  Fraud Risks: Specific attention to the manip-
ulation of emission allowance trading or the
~window dressing” of emissions reduction
targets.

m  Methodological Consistency: Being alert
to changes in calculation methodologies or
emission factors that might be used to pres-
ent an artificially favorable downward trend.

5.9.3.2 General Responses to Identified Risks

If the risk assessment reveals significant vulnerabilities,
§104 of KSUA 3002PL requires the SAASR to design
and implement robust general responses. These are
particularly critical when the auditor identifies:

1) Control Weaknesses: Where the entity lacks a
reliable internal system for validating ESG data
before it reaches the report.

2) Fraud or NOCLAR: Suspicions of intentional data
manipulation or non-compliance with environ-
mental regulations (e.g., exceeding permitted
emission limits).

3) Widespread Misstatements: Situations where
errors are not isolated to a single KPI but are like-
ly to affect the Sustainability Report as a whole.

5.9.3.3 Inspections Findings: Verification of GHG Emissions (E1-6)

The thematic inspections confirmed that Gross Scopes
1,2, 3, and Total GHG Emissions are universally treat-
ed as material disclosures. Due to the high degree of

estimation and technical complexity, this area represents
one of the most significant challenges for both preparers
and auditors.

High-Risk and Technical Complexity

In every audited engagement, GHG emissions were m Data Dependency: High reliance on emission
identified as a reportable issue. Auditors noted that the factors and up-to-date data from diverse
difficulty arises from several technical factors: sources, particularly across the value chain

m  Methodological Rigor: Setting boundaries (Scope 3).

for Scopes 1, 2, and 3 and converting various = Significant Assumptions: The need to develop
gases into CO2 equivalents (CO2e). accurate calculation models and select appro-
priate benchmarks.
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Integration of SAASR Experts

Reflecting the specialized nature of the GHG Protocol, m  Review: SAASRs documented their critical
90% of SAASRs (9 out of 10) utilized experts to assure assessment of the expert’s findings to ensure
this information. the evidence was sufficient to support the

m Collaboration: SAASR experts frequently final conclusion.

worked directly with the entity’s manage-
ment experts and the assurance team.

m  Documentation: Work by internal experts
was recorded directly in the audit software,
while external experts provided formal
reports summarizing their procedures and

conclusions.
Testing and Sampling
The audit found a direct correlation between risk assess- = Vouching: Auditors checked selected items
ment and the intensity of testing: against original source documents (e.g., fuel

invoices, utility bills) to verify the activity data

= Significant Risk: In the engagement where a
used in calculations.

Lwsignificant risk” was identified for E1-6, the
auditor used a larger sample size of 20 items.

m Lower Risk: In cases where the likelihood
of misstatement was deemed lower, sample
sizes were significantly smaller, typically
consisting of up to 5 items.

Identified Misstatements and Reporting Impact

The rigor of the assurance procedures led to the identification of several material misstatements, some of which were
critical enough to qualify the final assurance opinion:

Type of Error Specific Audit Observation

Omissions Failure to include mandatory categories within Scope 3 emissions.

Incorrect implementation of the GHG Protocol standards and errors in formulas regarding

Calculation Errors
benchmark values.

Methodological

Flaws Failure to include an inflation index when using benchmarks from different time periods.

Insufficient documentation of the data acquisition process, making it impossible for auditors
to confirm data accuracy.

Evidence Gaps

67/107



In engagements where KSAASR issued qualified opin- Examples of procedures performed by SAASR experts
ions, the reasons for qualification included identified and the assurance team are included in the table below.
misstatements in greenhouse gas emissions disclosures.

No findings were identified in relation to the preparation
and execution of assurance procedures related to green-
house gas emissions disclosures.

Assurance Stage Description of Procedures Performed

- Inspection of documents and enquiries to understand the entity’s calculation

methodology.
Understanding Methodolo- | - Inquiries into the data collection process from individual group companies and
gy & Data Collection the consolidation mechanism.

« Assessing whether measurement methods strictly comply with The GHG
Protocol Corporate Accounting and Reporting Standard.

« Reconciling SR figures with raw source data received from the entity.

« Performing completeness checks (verifying all consolidated companies and
the full reporting period are included).

- Verifying benchmarks / emission factors: checking their source and ensuring

Verification of Calculations the latest available data is used.

« Sampling: Selecting items via random or targeted sampling and vouching
them against original source documents (e.g., invoices).

« Recalculation: Independently verifying the mathematical consistency of the
entire calculation.

« Checking the completeness of all mandatory disclosures based on ESRS 1
requirements.

Verification of Disclosure « Verifying SR information against the auditor’s accumulated understanding and

Completeness & Quality evidence.

« Assessing if disclosures are accurate, clearly presented, and unbiased re-
garding emissions, intensities, and contextual descriptions.

5.0 Other Procedures

Beyond direct data testing, the Statutory Auditor for nating with financial auditors and, in the case of global
Sustainability Reporting (SAASR) must manage complex groups, other sustainability auditors across various
organizational interdependencies. This involves coordi- subsidiaries.
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5.10.1 Communication with KSA and Other KSAASRs

Coordination with the Key Statutory Auditor (KSA) m Shared Findings: Exchanging information on
Pursuant to § 140-142 of KSUA 3002PL, communi- identified misstatements that could impact
cation between the sustainability auditor (KSAASR) both sets of reports.

and the financial auditor (KSA) is mandatory. The Note: This communication is required even if both the
primary goal is to ensure consistency across the entire KSA and KSAASR represent the same Audit Firm (AF).

corporate reporting suite. This exchange focuses on:

= Linked Risks: Identifying overlapping risks
(e.g., climate-related litigation that affects
both financial provisions and ESG disclosures).

m  Consistency Checks: Ensuring that figures
used in both reports (such as revenues used
for Taxonomy denominators or energy costs)
are identical.

5.10.1.2 Coordination within Group Structures

For consolidated reports, the Group SAASR often relies = Two-Way Communication (§ 152-153):
on work performed by Component SAASRs providing
assurance at the subsidiary level. § 143-153 establish a
rigorous framework for this relationship:

m  Work Determination (§ 151): The Group
SAASR must define the nature, timing,
and scope of the work to be performed by
component auditors and must evaluate the
quality of their findings.

The Group SAASR must issue clear in-
structions to component auditors.

Significant findings must be discussed
with the component auditor, subsidiary
management, or group management.

The Group SAASR must evaluate if the
communication received is sufficient. If
it is not, they must assess the impact on
their ability to issue an opinion on the
group SR.

m Documentation Review: The Group SAASR
is required to document their review of the
evidence collected by component auditors to
ensure it supports the group-level conclusion.

5.10.1.3 Inspections Findings: Coordination and Communication

The thematic inspections revealed a high level of inte- ability Reports, the coordination between the Group
gration between financial and sustainability assurance SAASR and other auditors was a critical component of
teams, particularly in complex group structures. Since the audit trail.

all ten audited engagements involved Group Sustain-
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Auditor Roles and Affiliations

The relationship between the sustainability auditor = Internal Split (20%): In the remaining cases,

(KSAASR) and the financial auditor (KSA) fell into three the two roles were split between different

categories: teams or partners within the same Audit
Firm.

= Combined Role (60%): In six cases, the same
individual acted as both the group financial
auditor and the sustainability auditor.

m Different AFs (20%): In two cases, the
sustainability assurance was performed by a
different Audit Firm than the one auditing the
consolidated financial statements.

Collaboration with Financial Auditors

Even when the SAASR was not the financial auditor, m  Risk Exchange: Communication regarding
they heavily leveraged the work of the Group KSA. This fraud, legal breaches, and internal control
collaboration focused on financial data points that serve weaknesses identified during the CFS audit.

as the foundation for ESG metrics:

= Denominators for KPlIs: Verifying total
Revenue, CapEx, and OpEx for EU Taxonomy
reporting.

= Substantive Financial Data: Obtaining
findings on additions to fixed assets, receiva-
bles, and income/expense accounts to ensure
consistency with sustainability disclosures.

Group Structure and Subsidiary Assurance

In 30% of the cases, lower-level parent companies with- 3) Independence: In one instance, the Group SAASR
in the group were also required to prepare their own SRs did not use the work of a significant subsidiary’s
subject to mandatory assurance. The Agency observed SAASR, choosing instead to perform their own
three distinct models of cooperation: procedures at the group level.

1) Network Reliance: The Group SAASR used the
work of other SAASRs from the same Audit Firm
at the subsidiary level.

2) Direct Oversight: The Group SAASR personally
performed the assurance for significant parts of
the group.
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Communication Methods and Documentation

Communication was primarily conducted through inter-
disciplinary meetings. These sessions focused on:

m  Procedures performed and misstatements
identified.

= Knowledge of actual or suspected fraud.

m  Compliance with laws and regulations (NO-
CLAR).

5.10.2 Subsequent Events

The responsibilities of the Statutory Auditor for
Sustainability Reporting (SAASR) regarding events
occurring after the reporting period mirror those of a

Agency Conclusion: The Agency found that the SR
assurance files contained adequate and sufficient
documentation of these communications. The records
clearly mapped how the SAASR fulfilled the require-
ments of KSUA 3002PL regarding the use of work from
other auditors and group members.

financial auditor. The goal is to ensure that the Sustain-
ability Report (SR) remains accurate up to the moment
the assurance report is signed.

5.10.2.1 Auditor Obligations Prior to the Report Date

Pursuant to & 171 of KSUA 3002PL, the SAASR is
mandated to perform procedures to identify events that
occur between the balance sheet date and the date of
the assurance report. These events are relevant if they:

= Provide new information about conditions
that existed at the reporting date (e.g., a
late-breaking environmental fine for a spill
that occurred in December).

= Create new conditions that significantly
impact the entity’s sustainability profile (e.g.,
the sudden destruction of a major production
facility in a fire, affecting future emissions and
social disclosures).

The SAASR must evaluate whether these events are ad-
equately recognized or disclosed in the SR according
to the applicable ESRS criteria.

5.10.2.2 Obligations After the Report Date

Under § 172 of KSUA 3002PL, once the assurance
report is issued, the SAASR has no obligation to perform
further active inquiries. However, if the auditor becomes
aware of facts that existed at the report date which,

if known, would have caused a modification of the
sustainability report, they must:

1) Discuss the matter with the entity’s manage-
ment or supervisory board.
2) Evaluate the impact on the issued report.

3) Take appropriate action, which may include
requesting a revision of the SR or informing users
of the report that the original conclusion can no
longer be relied upon.
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5.10.2.3 Inspections Findings: Subsequent Events

The thematic inspections revealed varying levels of

depthin

how Statutory Auditors for Sustainability

Reporting (SAASRs) monitored the period between the
reporting date and the issuance of the assurance report.

Diversity of Audit Procedures

The audit identified several distinct strategies used by

SAASRs

to identify subsequent events:

Basic Inquiries (20%): Two out of ten audi-
tors limited their procedures solely to making
inquiries of the entity’'s ESG managers. The
Agency notes that this alone is generally
insufficient to confirm the absence of material
events.

Financial Audit Reliance (20%): Two auditors
relied entirely on the subsequent event pro-
cedures performed during the Consolidated
Financial Statement (CFS) audit.

Comprehensive Review (60%): The remaining
auditors utilized a multi-layered approach
involving:

Inquiries to the Management Board and
Supervisory Board.

Critical Observations and Risks

The Agency highlighted two areas where audit docu-
mentation and rigor could be strengthened:

1) Sus

tainability-Specific Risks: Procedures must

be tailored to the nature of ESG issues. Relying
only on financial audit procedures may overlook

criti
env

cal non-financial events, such as a localized
ironmental disaster or a significant shift in

labor relations, which might not meet the finan-

cial

materiality threshold but are material for the

Sustainability Report.
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While all auditors addressed this area, the Agency noted
that some approaches were significantly more robust

Review of Current Reports (e.g., regula-
tory filings or stock exchange announce-
ments) published by the entity.

Inspection of Minutes: Reviewing Man-
agement and Supervisory Board resolu-
tions adopted in early 2025.

Legal Verification: Analyzing current
extracts from the National Court Register
(KRS) to identify changes in legal status
or governance.

Letters of Representation: Obtaining a
signed closing statement from the Board
confirming all subsequent events were
included.

2) Sufficiency of Evidence: Simply asking ESG
managers if ,anything happened” does not con-
stitute an audit procedure. Auditors are expected
to independently verify facts through document
inspection and external monitoring.



5.10.3 Communication with the Entity

Outcomes of the 2024 Audit Cycle

Pre-Report Identification: Up to the date
of the assurance reports, no SAASRs in the
sampled group identified subsequent events
occurring in 2025 that necessitated adjust-
ments to the 2024 Sustainability Reports.

Effective communication with the entity’s leadership is
a cornerstone of the assurance process. It ensures that
management is aware of critical issues in real-time and
has the opportunity to address them before the final
report is issued. Pursuant to § 195 of KSUA 3002PL,

Post-Report Discovery: There were no
documented cases where a SAASR received
information after the report was issued that
would have required a modification of their
original conclusion.

the Statutory Auditor for Sustainability Reporting
(SAASR) must actively identify and communicate mat-
ters that warrant the attention of management or the
supervisory board.

5.10.3.1 Key Matters for Communication

Under § 196 of KSUA 3002PL, the auditor is required
to communicate several categories of critical findings.
These go beyond simple data errors and touch upon the
integrity of the reporting process:

Fraud and Non-Compliance (NOCLAR): Any
identified or suspected instances of fraud or
violations of laws and regulations related to
the sustainability report.

Internal Control Weaknesses: Gaps in the
entity’s data collection or validation processes
that could lead to recurring errors in sustaina-
bility metrics.

Management Bias: Instances where the
auditor detects an intentional tilt in how
information is presented (e.g., highlighting
only positive environmental outcomes while
omitting negative impacts).

Uncorrected Misstatements: Any material
errors in the SR that the entity’s manager has
refused to fix.

Engagement Difficulties: Significant road-
blocks, such as delays in receiving data,
restricted access to personnel, or the unavail-
ability of evidence from the value chain.

5.10.3.2 Inspections Findings: Communication in Practice

The thematic inspections examined the ,,Closing Mem-
oranda” and ,Management Letters” issued by SAASRs
during the 2024 cydle.

Documentation of Dialogue: In all ten en-
gagements, SAASRs documented formalized
communication with the Management Board
or the Audit Committee.

Internal Control Recommendations: In seven
out of ten cases, the auditor issued a ,Man-
agement Letter” highlighting weaknesses in
ESG data governance, particularly regarding
the manual nature of carbon footprint calcu-
lations and the lack of automated checks for
social data.
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Resolution of Misstatements: Most identi-
fied misstatements (such as those involving
GHG emission factors or EU Taxonomy de-
nominators) were corrected by management
after being flagged by the SAASR. Instances
where management refused to correct a

Bias Discussion: In two cases, the SAASR
documented discussions with the entity
regarding the ,balance” of the report, leading
to the inclusion of more transparent disclo-
sures about the challenges of meeting certain
decarbonization targets.

material item were the primary drivers for
qualified opinions in the sample.

5.11 Assurance procedures performed with regard to the
completeness of the disclosures presented

5.11.1 Procedures for the Process of Drawing up SR and
Completeness of Disclosures
(like HR or Environmental Management software), the

risk of data loss or omission during the consolidation
process is high.

Ensuring that a Sustainability Report is not only accurate
but also complete is a fundamental requirement of
KSUA 3002PL. Because sustainability reporting often
involves aggregating data from non-financial systems

5.11.1.1 Procedures for the Preparation Process

Pursuant to § 129, the Statutory Auditor for Sustain- m Mathematical & Internal Checks: Verifying
ability Reporting (SAASR) must audit the ,data trail” that the report is mathematically sound and
from the source to the final report by: that data presented in one section (e.g., cli-
= Reconciliation: Tracing sustainability data ma’Fe targets) i_S consistent with another (e.g.,
back to the original records, accounts, or capital expenditure plans).
source documents.
= Analyzing Adjustments: Inquiring about
significant corrections or manual adjustments
made during the reporting process to under-
stand why the data was changed.
5.11.1.2 Verification of Completeness
Under § 130, the auditor focuses on whether the entity the principles management used for their
has ,told the whole story” as required by the ESRS. This inaugural report, especially how they handled
involves: (or omitted) comparative data from previous
= Due Diligence Review: Understanding the years.
entity’s own process for identifying what = Mandatory Disclosure Checklist: A rigorous
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matters and what needs to be disclosed.

First-Time Application Logic: Reviewing

verification against the applied criteria (e.q.,
ESRS) to ensure no mandatory data points
are missing.



= Risk-Based Procedures: Designing specific
tests to address areas where information is
likely to be withheld or forgotten.

5.11.1.3 Overall Presentation and Layout

Pursuant to § 139, the SAASR assesses the report’s
Lusability” and formal structure:

m  Clear Separation: Ensuring the SR is a distinct,
clearly identifiable part of the management
report.

m  No Cross-Contamination: Checking that the
SR does not inappropriately bundle informa-
tion meant for other sections of the manage-
ment report.

Understandability: Verifying that the termi-
nology used is clear to the average stakehold-
er.

Qualitative Integrity: Assessing if the infor-
mation meets the fundamental characteristics
required by the standards (e.g., relevance,
faithful representation, and comparability).

5.11.1.4 Inspections Findings: Process of Drawing up SR and Completeness
of Disclosures

The thematic inspections confirmed that Statutory
Auditors for Sustainability Reporting (SAASRs) pri-
oritized the ,data trail” and the structural integrity of the

report. The audit files provided high levels of documen-
tation regarding the transition from raw data to the final
published chapters.

Rigor of Data Reconciliation and Consistency

Auditors successfully implemented the requirements of
§129 of KSUA 3002PL.

m  Source Verification: Data points were recon-
ciled with the original records and documents
(e.g., utility bills, HR systems, and waste
transfer notes).

Verification of Mandatory Disclosures

To ensure the completeness of the reports, SAASRs
relied heavily on structured tools:

= Disclosure Checklists: Audit firms developed
comprehensive checklists based on the ESRS
and the results of the entity's double materi-
ality assessment.

m  Exemption Analysis: Auditors documented

Logic Checks: Auditors verified the mathe-
matical consistency and the internal coher-
ence of the information (e.g., ensuring that
total energy consumption matched the sum
of individual energy sources).

the entity’s justification for using specific
reporting exemptions allowed under the first-
time application rules of the CSRD/ESRS.

Structural Compliance: Checklists were also
used to verify that the SR was clearly sepa-
rated from the financial report and that the
language was understandable, as per § 139.
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Iterative Review Process

The audit revealed that verification of completeness was
not a single event but a continuous, iterative process:

1) Draft Submission: Entities provided individual
chapters as they were completed.

2) Audit Feedback: The assurance team reviewed
the drafts and returned them with corrections, in-

Communication and Collaboration

m  Tools: Communication was primarily handled
via email for tracking specific data requests.

= Engagement: Formal meetings were held
between the assurance teams, the entity’s
ESG personnel, and management experts to

quiries, and requests for missing source evidence.

3) Correction Cycle: Most entities implemented the
requested changes; however, in two engage-
ments, the failure to provide complete infor-
mation or make necessary corrections led to the
issuance of qualified opinions.

resolve complex observations and ensure a
shared understanding of the ESRS require-
ments.

5.11.2 Procedures for Information Incorporated by Reference

5.11.2.1 Assurance Obligations

Pursuant to § 131 and & 138 of KSUA 3002PL, the au-
ditor must treat ,referenced” information with the same
level of rigor as ,,on-page” disclosures. The mandatory
procedures include:

= Document Retrieval: Obtaining the specific
external report or document containing the
referenced information.

m Verification by Reading: Reading the infor-
mation to ensure it aligns with the context of
the Sustainability Report.

m  Reconciliation: Confirming that the data
is consistent with the relevant records,
accounts, or source documents from which
it originated.

m Correction Analysis: Inquiring with man-
agement about any significant adjustments
made during the preparation of that data and

I 36 /107

determining if further audit procedures are
required.

m  Risk Response: Executing planned assurance
procedures if the referenced information car-
ries a high risk of material misstatement.

= Terminology Assessment: Ensuring the
terms used in the referenced document are
appropriate and understandable within the
framework of the SR.



5.11.2.2 Inspections Findings: Information Incorporated by Reference

The thematic inspections found that 50% of the assur- ence” mechanism. This approach was primarily used to
ance engagements (five out of ten) involved Sustaina- link the SR to the Management Report and the Notes
bility Reports that utilized the ,incorporation by refer- to the Consolidated Financial Statements (CFS).

Variability in the Scope of References

The amount of data moved out of the primary SR text m  Comprehensive Referencing: Other entities
varied significantly between entities: used references for a broad range of Gov-
ernance (GOV) and Business Conduct (G-1)
disclosures, as well as the entire EU Tax-
onomy financial data set (Turnover, OpEx,
CapEx).

= Minimalist Approach: In one instance, the
reference was limited strictly to the list of
consolidated companies (BP-1).

= Financial Data Linking: Another entity
referenced only specific revenue data across
operating segments (SBM-1) from the finan-
cial statements.

Common Areas Incorporated by Reference

The audit identified specific ESRS disclosure requirements that were frequently shifted to other reports:

ESRS Reference Content Typically Incorporated by Reference

SBM-1 Product/service descriptions, market analysis, and revenue breakdowns by sector.
GOVA1 Board composition, diversity metrics, roles, and sustainability expertise of members.
GOV-3 Details on how sustainability outcomes impact executive incentive schemes.

G-1 Policies on business conduct and corporate culture.

EU Taxonomy Financial denominators and calculations for the mandatory Article 8 KPlIs.

Assurance Approach and Documentation

In compliance with § 131 and § 138 of KSUA 3002PL, = Unified Testing: Referenced disclosures were

SAAGSRs treated this referenced information as part of tested alongside ,,on-page” disclosures to

the core assurance scope: ensure consistent quality across the report.

= Audit Synergy: Where the SAASR and the = Documentation: The Agency concluded that

financial auditor (KSA) were from the same the audit files contained adequate and suffi-
Audit Firm (AF), the sustainability team cient documentation, proving that auditors
directly leveraged the financial audit team’s did not ,,skip” these sections simply because
work to verify the accuracy of the referenced they were located in a different document.
data.
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5.12 Collection and Evaluation of Misstatements,
Formulation of Opinions

errors can often be summed into a single currency value,
sustainability misstatements are multidimensional and
require significant professional judgment.

The culmination of the assurance engagement involves
aggregating all identified errors and determining their
impact on the final report. Unlike financial audits, where

5.12.1 Identifying and Communicating Misstatements

Pursuant to §§ 105-113 of KSUA 3002PL, the Statutory m  Request for Correction (§ 108): The SAASR
Auditor for Sustainability Reporting (SAASR) is required must inform management of errors in a time-
to maintain a log of all misstatements identified during ly manner and request their correction.

the engagement, excluding those that are ,,obviously = Verification of Corrections (§ 109): If man-

trivial. agement adjusts the Sustainability Report

m  Fraud Consideration (§ 107): For every

misstatement, the auditor must consider if it
indicates potential fraud. If fraud is suspected,
the auditor may need to revise their entire

(SR), the auditor must perform additional

procedures to ensure the corrections were
applied accurately and that no new errors
were introduced.

risk assessment and audit approach.

5.12.2 The Challenge of Aggregation and Materiality

Because sustainability data includes both numbers (e.g., m  Materiality Criterion (§ 182): For quantitative
metric tons of CO2e) and narratives (e.g., descriptions of errors, the auditor applies the pre-determined
human rights policies), evaluating their combined impact materiality threshold. For qualitative errors,

is complex. the auditor uses professional judgment to
decide if the error would impact the decisions

m Aggregation Difficulties (8 181): Misstate-
of a user of the report.

ments in SR often cannot be added together
into a single ,total amount.” This is especially
true for qualitative information.

5.12.3 Final Assessment Before Forming an Opinion

Before signing the report, the SAASR must conduct a
final high-level review under § 178 and § 179:

2) Management Bias: Evaluating whether man-
agement’s estimates and forward-looking as-
sumptions (e.g., climate transition targets) show
a pattern of bias, even if individual items seem
acceptable.

1) Evidence Sufficiency: Assessing whether the
total evidence gathered—including work from in-
ternal experts, group auditors, and management
experts—is ,sufficient and adequate.”
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5.12.4 Documentation and Management Representation

The finalization of the engagement requires two key 2) SAASR Conclusion (& 113): The audit file must
formal documents: clearly state whether uncorrected errors are
material (individually or in aggregate) and provide

1) Management Representation Letter (§ 155):
the logical basis for that conclusion.

Management must provide a written statement
confirming that any uncorrected misstatements
are, in their view, immaterial. A list of these un-
corrected items must be attached.

5.12.5 Inspection Findings: Collection and Evaluation

of Misstatements
The thematic inspection revealed that while Statutory through real-time collaboration, there were significant
Auditors for Sustainability Reporting (SAASRs) gaps in the formal documentation of these identified
were highly effective at identifying and resolving errors misstatements.

Identification and Correction Process

Misstatements or disclosure deficiencies were identified = Working Documentation: For 5 of these

in 100% of the inspected engagements, with a heavy 8 cases, auditors did not maintain a central
concentration in qualitative disclosures. The audit »misstatement log,” instead noting ,.not ap-
process was characterized by a highly iterative ,working plicable” in formal charts and explaining that
mode™: corrections were made on an ongoing basis

m Draft-and-Review Cycle: In most cases, through correspondence.

auditors reviewed individual chapters and
provided feedback via email or commented
versions of the report.

m Management Responsiveness: In the ma-
jority of unqualified opinion cases (8 out of
10), management promptly implemented all
requested corrections.

Documentation Deficiencies and Agency Concerns

The Agency raised critical concerns regarding the sions—rather than a structured list of misstatements—is
informality of documentation in several files. Specifically, a risk to audit quality and violates § 113 and § 200(c) of
relying solely on email correspondence and draft ver- KSUA 3002PL.
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The Agency highlighted three key risks associated with this practice:

m  Lack of Transparency: Without a formal list,
an experienced auditor not previously in-
volved in the engagement cannot understand
the professional judgments made or verify if
all errors were truly corrected.

= Supervision Challenges: The absence of a
consolidated log makes it significantly more
difficult for the Lead Auditor (KSAASR) to
effectively supervise the engagement.

Impact on Qualified Opinions

In the two engagements where qualified opinions
were issued, the documentation was notably more
robust regarding the ,why”:

m The Basis for Qualification: Clear lists of
uncorrected misstatements were maintained,
serving as the direct evidence for the qualified
or adverse conclusion.

= Evidence of Refusal: Auditors documented
their formal requests for correction and the
subsequent rejections from management.

Summary of Auditor Assessments

Regulatory Non-Compliance: Failing to docu-
ment all identified misstatements (other than
trivial ones) prevents a clear audit trail of the
engagement’s quality.

Omission Noted: Despite identifying material
uncorrected misstatements, these KSAASRs
failed to attach the required list of un-
corrected errors to the final management
representation letter, a procedural require-
ment under § 155.

Assessment Area Audit Finding

No indications of possible management bias were identified in any of the ten engage-

Management Bias

ments.
Sufficiency Documentation regarding the assessment of evidence sufficiency was generally found
of Evidence to be adequate and sufficient.

Quality Leadership

ment quality as per § 184.

Auditors successfully documented their assumption of overall responsibility for engage-
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5.13 Engagement Quality Control
5.13.1 Regulatory Framework for Quality

Pursuant to § 34 and & 35 of KSUA 3002PL, the m Leadership Responsibilities: Defining the
Statutory Auditor for Sustainability Reporting (SAASR) is Lead Auditor’s (KSAASR) ultimate accounta-
strictly bound by the firm’s quality control policies. This bility for the engagement’s quality.

standard specifically incorporates the requirements of

= Performance Monitoring: Continuous over-
KSUA 3000 (Z), covering:

sight of the limited assurance process.
= Auditor Characteristics: Ensuring the team

possesses the specialized ESG expertise

required for the specific industry.

5.13.2 The Role of the Quality Controller

For engagements identified as requiring a quality review, = Timing ,Lock”: The KSAASR is legally prohib-
§36 of KSUA 3000 (Z) mandates a proactive partner- ited from dating or signing the SR assurance
ship between the Lead Auditor and the Engagement report until the quality control process is
Quality Control Reviewer (EQCR): officially completed and documented.

m  Mandatory Discussion: The KSAASR must
discuss significant matters (e.g., disa-
greements with management over Scope 3
boundaries) and significant judgments (e.g.,
the determination of materiality levels) with
the controller.

5.13.3 Inspection Findings: Engagement Quality Control

The thematic inspections revealed a divergence in

how Audit Firms (AFs) applied their Quality Manage-
ment Systems (QMS) to the new field of sustainability
assurance. While all firms had policies in place, the actual

application of ,,second-level” reviews was surprisingly
limited given the novelty and complexity of the CSRD
framework.

Current State of Quality Control

m  Application Rate: Only 3 out of 10 inspected Controller Profile: The quality controllers were
engagements were subjected to a formal statutory auditors who had verified and doc-
Engagement Quality Control (EQC) review. umented their specific technical competence

m  Systemic vs. Risk-Based: These controls were in sustainability reporting.

only performed in firms (3 out of 7) that had a
systemic policy to review every sustainability
assurance engagement.
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Scope of Review and Outcomes

In the cases where quality control was performed, the
scope was comprehensive, covering:

= Acceptance & Ethics: Verifying the initial
decision to take on the client and ensuring
ethical compliance.

m  Completeness Checks: Reviewing the check-
lists used to confirm that all mandatory ESRS
disclosures were present.

Alternative Review Structures

Two other firms implemented a tiered approach for
engagements not subject to a full EQC:

1) Risk-Based Reviews: Performed only for clients
identified as ,higher risk.”

m  Substantive Conclusions: Evaluating the as-
surance files that supported the final conclu-
sions and the significant judgments made
by the Lead Auditor (KSAASR).

= Documentation: Evidence of active dialogue
between the KSAASR and the controller was
preserved in the files.

2) Trigger-Based Reviews: Mandatory only if the
auditor intended to issue a qualified opinion or if
the firm was not also the statutory auditor of the
entity’s financial statements.

Agency Assessment and Recommendations

The Agency expressed concern regarding the low
volume of quality controls in this inaugural year. Given
the high stakes and technical nature of the work, the
following observations were made:

= Underutilization of Tools: One would have
expected a higher frequency of quality
control, as sustainability assurance requires
integrating multi-disciplinary expertise (e.g.,
engineering, environmental science) that is
inherently different from traditional financial
auditing.
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m  PIE Sensitivity: These reports are being
issued for the largest entities and Public
Interest Entities (PIEs), where the impact of
a misstatement is substantial.

= Need for Re-evaluation: AFs are urged to
assess whether their current monitoring
measures are sufficient. The Agency suggests
that the criteria for triggering a quality control
review should likely be broadened to account
for the unique risks of first-time sustainability
reporting.



5.14 Summary of Experiences: Audit Firms on
Sustainability Assurance

The thematic inspections served as a critical feedback
loop between the regulator and the market. Beyond the
technical verification of files, the Agency engagedina

Category

KSUA 3002PL

dialogue with audit firms to identify the practical ,,grow-
ing pains” of the first year of mandatory sustainability
assurance under KSUA 3002PL.

Comments / Opinions / Proposals of Audit Firms

General Standards & Methodology

The standard lacks precise guidance on determining materiality levels. §§ 59-61 are

ESRS
& Taxonomy

1 | Materiality too general, leaving SAASRSs uncertain on how to set quantitative thresholds for
non-financial data.
Regarding § 156: There is a lack of clear cross-referencing to ESRS 1§ 5.1(67) when

2 | Group Reporting | confirming that excluded group members have no material impacts, risks, or oppor-
tunities (IROs).

Reaulatory Alian- KSUA 3002PL is tied to ESRS/Taxonomy. Firms noted that constant monitoring

3 megnt yAlg is required to keep the local standard updated until the global ISSA 5000 is fully
implemented.
There is an ,interpretative gap” regarding the nature of ,limited assurance.” Some

4 | Limited Assurance | provisions in KSUA 3002PL appear to contradict KSUA 3000 (Z), leading to incon-

sistent audit depths between firms.

Interpretative Uncertainties

It is unclear if the Gender Pay Gap should include B2B contracts (common for top

5 PayGap (S1-16) earners in Poland) or only employment contracts. No clear official position exists.
Financial sector entities often report an ,adjusted pay gap.” Since ESRS provides no
6 | Adjusted Metrics  methodology for this, auditors can only check that it isn't ,misleading,” leading to
non-uniform data.
Firms struggle to distinguish between positive impacts and mitigation of negative
7 | Impact Reporting | ones (ESRS 1Ch. 3.4). This leads to ,greenwashing” risks where entities over-report
positives.
8 General Ongoing problems with the technical interpretation of both ESRS and EU Taxonomy
Complexity provisions were identified across all engagements.
[ The Process Data Collection & Execution
Capturing Scope 3 GHG emissions is very difficult. Most rely on average factors rath-
9 | Value Chain er than primary data. Auditors need specific guidelines on how to verify upstream/
downstream data.
Many entities performed Double Materiality too late. Methodologies often had to
10 | Late Analysis be changed or repeated after the report was already drafted to meet ESRS require-

ments.
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Category

Comments / Opinions / Proposals of Audit Firms

1\

Legal Changes

” Stakeholder Surveys were often flawed (poor scaling/vague questions). Respondents frequently
Surveys did not understand technical ESRS terms like ,irreversibility” or ,scale.”

Consulting firms hired by entities to calculate carbon footprints often refused to

12 | Expert Work correct methodologies even after SAASR flagged errors in data reliability or IRO
determination.

B Fragmentation Reports were often drafted by separate units (HR, Compliance, etc.), leading to a

9 lack of consistency and contradictory narratives between chapters.

14 lteration Workload First-time ESRS reporting required multiple iterations a.nd upd.ates to assurance files,
significantly increasing the workload and hours for senior audit staff.
Internal ESG teams ranged from 1to 25 people. Small teams (or single individuals)

15 | Team Capacity saw reporting as a ,heavy burden,” leading to poor communication with the rest of
the company.

16 Audit Literac Many ESG teams were inexperienced in working with statutory auditors, leading to

¥ difficulties in understanding the level of evidence required for formal assurance.

Future Outlook & Risks

Uncertainty exists regarding the July 2025 simplification package. Delays in the Offi-
17 | Taxonomy 2025 cial Journal make it hard for companies to decide which version of the law to follow
for 2025.
Limiting the number of reporting entities (via the Omnibus package) risks making
18 | Omnibus Package | the system seem like a ,meaningless burden,” potentially decreasing the quality and
importance placed on SR.
Conclusions
The first year of sustainability reporting assurance under cycle was successful in producing compliant reports, the
KSUA 3002PL marks a foundational shift in the Polish transition from voluntary to mandatory assurance has
audit landscape. While the ,working-mode” of the first exposed several structural pressure points.
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Summary of Key Conclusion Areas

The Agency has grouped the primary findings into four pillars that will define the evolution of the service in 2026 and

beyond:

Pillar Key takeaway from the 2024 Audit Cycle

Interpretation
(sections 5-8)

KSUA 3002PL There is a clear call for methodological precision. Auditors are seeking more than just gen-
Application eral principles; they require specific guidance on materiality and a resolution to the ,Limited
(sections 1-4) vs. Reasonable” assurance paradox.

Standard Significant ,,gray areas” remain in the ESRS and EU Taxonomy (e.g., Pay Gap scope and

»Positive Impact” definitions). These uncertainties risk creating a fragmented reporting land-
scape where data is not comparable between peers.

Procedural The ,Human Element” is the biggest hurdle. Late materiality assessments, fragmented
Execution internal reporting teams, and a lack of ,,audit literacy” within ESG departments significantly
(sections 9-16) increased the workload for senior audit staff.

Legislative Future changes—specifically the Omnibus package and delayed Taxonomy simplifications
Uncertainty — are creating a sense of ,compliance anxiety” that may impact how seriously entities treat
(sections 17-18) their reporting obligations.

The Agency’s Overall Assessment

Despite the documented difficulties, the Agency’s overall m  Documentation is Improving: While formal
assessment of the first year is positive. The inspection registries of misstatements need to be more
findings confirm that: disciplined, the underlying evidence for the

= Collaboration is High: Most entities were
responsive to auditor feedback, leading to

assurance conclusions was generally suffi-
cient.

corrected and improved reports.

= Integrity is Maintained: No evidence of sys-
temic management bias (greenwashing) was
found in the sampled engagements.
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RECOMMENDATIONS

The following recommendations are based on the
Agency’s findings from the first year of mandatory sus-
tainability assurance. They are designed to assist firms
in refining their Quality Management Systems (QMS)
and improving the technical execution of engagements
under KSUA 3002PL.

l. Governance and Quality Management

Competence Building: AFs must systemat-
ically improve staff competencies. Sustain-

ability assurance requires a unique blend

of auditing logic and multi-disciplinary ESG

expertise.

Quality Review: Conduct a comprehensive
post-cycle review of quality objectives. AFs
should evaluate if their current criteria for
triggering an Engagement Quality Control
(EQC) review are sufficient, especially given
that many clients are Public Interest Entities
(PIEs).

Monitoring Legislation: Maintain a real-time
analysis of the evolving CSRD and Taxonomy
legal landscape to ensure the QMS remains
compliant with current requlations.

Improving tools and procedures used, taking
into account the experience gained during the
first year of providing the assurance service

Il. Engagement Formalities and

Independence

Contracts First: Ensure that assurance work
only commences after a formal contract is
concluded. Firms should also update their
model contracts to meet the specific require-
ments of § 31 of KSUA 3002PL.
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Independence Documentation: Independ-
ence statements for the SAASR and the team
must be signed with either a handwritten
signature or a qualified electronic signa-
ture, as per PANA’s supervisory opinion.

lll. Technical Procedures and Risk

Assessment

Unconditional Risk Assessment: For re-
porting years ending after June 30, 2025, the
exemption for risk assessment no longer ap-
plies. SAASRs must unconditionally perform
risk assessment procedures per §§ 52-57.

Quantitative Materiality: Materiality must
be defined as a specific numerical val-

ue. SAASRs should determine quantitative
materiality separately for specific disclosures
or groups of disclosures rather than using a
single ,blanket” figure.

Entity-Specific Disclosures: When an entity
reports on material issues not covered by the
ESRS, the SAASR must specifically document
an assessment of whether the entity’s chosen
criteria for those disclosures are appropriate
and clearly described.

IV. Fraud and Professional Skepticism

ESG-Specific Fraud Procedures: Fraud
inquiries should be expanded beyond financial
departments to include ESG teams. Preparers
of sustainability data may face management
pressure to present ,favorable” (green-
washed) data that is inconsistent with the
facts.

Policy Verification: For first-time assurance,
auditors should read internal policies and reg-



ulations to confirm they actually comply with VII. Misstatement Registries

sustainability laws. This is highly effective
for identifying misstatements in qualitative
disclosures.

m Formal Misstatement Logs: SAASRs must
prepare a formal list of all identified misstate-
ments (excluding trivial ones). Email corre-

V. Respons to Risk Assessment spondence and draft report versions are
not sufficient documentation.

= Risk-Based Methodology: In accordance
with KSUA 3002PL, KSAASR must apply
professional judgement to ensure that the

= Management Representations: A list of all
uncorrected misstatements must be physi-
cally attached to the written representation
letter submitted by management at the end
of the engagement.

nature and extent of assurance procedures
are directly proportional to the assessed risk
of material misstatement. First-Year Focus
(Baseline Verification): For initial engage-
ments, the Agency recommends a robust
review of internal policies and regulations

to confirm their alignment with statutory sus-
tainability frameworks, effectively identifying
errors in qualitative disclosures.

= Analytical Expansion: For subsequent
years, firms should evaluate the feasibility of
increasing the use of analytical procedures,
leveraging year-on-year data to enhance the
efficiency and depth of the assurance process.

= Proportional Substantive Testing: Firms
may adjust the intensity of substantive
procedures for low-risk disclosures—applying
the principle of adequacy—provided this
reduction is supported by a documented and
correctly executed risk assessment.

VI. Use of Work and Documentation

=  Financial Audit Integration: While SAASRs
may use findings from the Financial State-
ment (CFS) audit, this must be documented
per § 200. The SR file should contain copies
of relevant financial audit documents, ex-
tracts, or detailed memoranda describing the
procedures used.

m  Subsequent Events: Procedures to identify
events occurring after the reporting period
must be tailored to sustainability. Simply
asking an ESG manager or relying solely
on the financial audit’s subsequent events
review is insufficient.
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