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Dear Secretariat,

ACSR PUBLIC CONSULTATION PAPER NO. 2 / 2025 - PROPOSED FRAMEWORK FOR
SUSTAINABILITY ASSURANCE

CPA Australia represents the diverse interests of more than 175,000 members in over 100 countries and regions
worldwide, including more than 10,500 members in Malaysia. With 139 years of global experience and a 69-year
presence in Malaysia, CPA Australia remains committed to supporting the nation’s long-term success.

We welcome the opportunity to engage with the Advisory Committee on Sustainability Reporting (ACSR) on the
development of Malaysia’s Sustainability Assurance Framework and make this submission on behalf of our members
and in the broader public interest. We commend the Committee’s efforts in advancing sustainability reporting and
assurance and welcome the public consultation process as a vital step toward building a robust and credible framework.

As Australia is among the first jurisdictions to mandate assurance over sustainability information, through the
Corporation Act 2001 and the implementation of ASSA 5010 Timeline for Audits and Reviews of Information in
Sustainability Reports under the Corporations Act 2001 (ASSA 5010), we are pleased to share our experience in
developing and operationalising a phased assurance approach. This includes insights into regulatory design, market
readiness, assurance capacity, and implementation challenges that may be relevant to Malaysia’s context.

We hope our submission provides useful perspectives and would be happy to engage further with the Committee to
support the development of a robust and inclusive framework.

Attachment A sets out CPA Australia’s detailed response to the consultation questions. If you have any queries about
this submission, contact Tiffany Tan, Audit and Assurance Lead, on +613 9606 9606 or tiffany.tan@cpaaustralia.com.au.

Yours sincerely,

Marieanne Morris
Country Manager Malaysia

AUSTRALIA
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Attachment A

Question 1
Do you agree with the proposals under Section 2.1? Please state the reasons for your views.

Yes, we agree with the proposals under Section 2.1.

ISSA 5000 is a profession-agnostic standard designed to be applicable across various assurance providers. However,
its reference to ethical and quality management standards that are “at least as demanding” as the IESBA Code and
ISQM 1 has raised concerns internationally. Stakeholders, including practitioners and regulators, have questioned how
equivalence is determined and whether non-accountant practitioners can consistently meet these benchmarks.

For example, the Australian Government addressed this ambiguity by legislating that only Registered Company Auditors
(RCAs) may conduct sustainability assurance engagements, thereby ensuring alignment with existing financial audit
standards.

In contrast, the ACSR'’s proposal to adopt ISSA 5000 alongside mandatory compliance with ISQM 1 and IESSA provides
much-needed clarity for the Malaysian market. It ensures that all sustainability assurance engagements meet the same
rigorous ethical and quality standards, regardless of the practitioner’s professional background.

Therefore, we support the adoption of ISSA 5000, ISQM 1, and IESSA as it promotes high-quality assurance, aligns
with international best practices, and enhances the credibility and consistency of sustainability disclosures in Malaysia.

Question 2
Do you agree with the proposals under Section 2.2? Please state the reasons for your views.

Yes, we agree with the proposal to expand AOB’s role under Section 2.2.

The AOB has a proven track record in regulating financial statement auditors and is well-positioned to oversee
sustainability assurance providers. Expanding its mandate will ensure consistent enforcement of recognised standards
such as ISSA 5000, ISQM 1, and IESSA, and promote investor confidence in sustainability disclosures, especially given
the increasing connectivity between sustainability reports and financial statements.

Australia provides a useful benchmark. Under its current framework, only Registered Company Auditors (RCAs) are
permitted to conduct sustainability assurance engagements. As such, the Australian Securities and Investments
Commission (ASIC) has oversight over both financial statement audits and sustainability assurance, reinforcing strong
connectivity between financial and sustainability disclosures. This integrated model also supports ASIC’s active role in
addressing greenwashing, particularly in the lead-up to mandatory sustainability reporting.

However, it is important to note that ASIC does not maintain a separate registration process for sustainability assurance
practitioners. Instead, practitioners operate under the existing RCA registration pathway, meaning no additional
infrastructure or processes for registration have been introduced specifically for sustainability assurance practitioners.

Australia also presents a cautionary example of fragmented oversight through its National Greenhouse and Energy
Reporting (NGER) scheme, where auditors are registered and regulated separately by the Clean Energy Regulator.
This legacy structure highlights the potential risks of having multiple regulatory bodies overseeing different aspects of
sustainability assurance.

For Malaysia, consolidating oversight and registration under AOB will avoid such fragmentation. However, we caution
that expanding AOB’s role will require significant investment in registration infrastructure including assessment of
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registration applications, maintaining two separate registration databases, and expansion of inspection capacity to
include talent, particularly in sustainability assurance expertise. The cost and resource implications must be carefully
considered to ensure effective implementation.

Question 3

Do you agree with the proposals under Section 2.3? Please state the reasons for your views.

a)

b)

Do you agree with the proposed competency requirements for the sustainability engagement leader under
paragraph 2.3.3? Please state the reasons for your views.

The proposed competency requirements for sustainability assurance engagement leaders under paragraph 2.3.3—
combining academic qualifications, practical experience, and certification, appear reasonable and sensible, as they
aim to establish a baseline of technical and ethical competence. However, we are unable to form a definitive view
on the adequacy or rigour of the proposed thresholds at this stage.

We would, however, like to share our experience from Australia, which may assist the ACSR’s considerations. For
example, under the National Greenhouse and Energy Reporting (NGER) scheme, auditors must demonstrate more than
1,000 hours of audit experience and over 700 hours in a team leadership role. These hour-based thresholds provide
a more specific and measurable standard compared to ACSR’s proposed requirement of “six years” of
audit/assurance experience, including “at least two years” in a supervisory or engagement leadership role. ACSR
may wish to consider adopting similar hour-based benchmarks to support consistency and comparability in
assessing competence.

In addition, given the strong connectivity between sustainability and financial reporting, relevant experience and
skills gained through financial statement audits will be valuable in equipping practitioners with the professional
judgement and scepticism required for high-quality sustainability assurance engagements.

Do you agree with the proposed certification and training-related requirements under paragraph 2.3.4 and
2.3.5? Please state the reasons for your views.

Similar to our response to Question 3(a) above, overall, the proposal seems sensible and the proposed 20-hour
annual CPD requirement is a positive step toward maintaining relevance in a fast-evolving field. However, we are
unable to form a definitive view on the robustness of the proposed certification re cognition at this stage, especially
for non-accountants with no prior knowledge or experience in applying International Auditing and Assurance
Standards Board (IAASB)’s standards. Please also see our recommendation in our response to Question 3(c).

Are there any other competency or certification and training-related requirements that should be
considered? If so, please support your response with justifications.

Yes, additional competency and certification requirements should be considered, particularly for practitioners
without a background in financial statement audits or prior experience applying IAASB standards.

Given the ACSR’s profession-agnostic approach, which opens the field to a broader range of professionals,
including engineers, environmental scientists, and sustainability specialists, it is critical to ensure that all
sustainability assurance engagement leaders, especially non-accountants, possess a foundational understanding
of audit and assurance principles. This is essential to uphold the integrity, consistency, and quality of assurance
engagements.

We recommend that non-accountants be required to complete a structured course in audit and assurance that
covers the following core competencies:

e Application of professional scepticism and professional judgment

e Understanding the rigor and importance of ISQM 1 and the IESBA Code, particularly in relation to
independence requirements

o Familiarity with the objectives, elements, and phases of assurance engagements
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e Comprehension of material misstatement and its implications
e Ability to design and apply appropriate assurance procedures and obtain sufficient appropriate evidence

This foundational training is critical to ensure that sustainability assurance practitioners can operate effectively within
the IAASB’s assurance framework and meet the expectations of stakeholders relying on sustainability disclosures.

Australia provides a relevant precedent. The Clean Energy Regulator has partnered with CPA Australia to offer a
pathway for non-financial auditors to become Category 2 greenhouse and energy auditors. Under this arrangement,
practitioners without an accounting/auditing background can enrol in the Advanced Audit and Assurance course, part of
the CPA Program. Successful completion of this course demonstrates competency in audit, assurance, and team
leadership, key eligibility criteria for registration.

A similar structured pathway in Malaysia would help ensure that sustainability assurance practitioners, regardless
of their professional origin, meet a consistent and rigorous standard. This would also support the credibility of the
AOB'’s registration process and the overall quality of sustainability assurance engagements.

Question 4

Do you agree with the proposed timeline for external reasonable assurance on Scope 1 and Scope 2 GHG
emissions under paragraph 2.4.2.(a)? If not, when? Please state the reasons for your views.

We understand that while many large companies in Malaysia currently report Scope 1 and Scope 2 GHG emissions.
However, as of May 2024, only 38% of the top 100 Bursa Malaysia-listed issuers obtain any form of assurance. The
proposed timeline for mandatory reasonable assurance will depend not only on the readiness of reporting entities but
also on the capacity and preparedness of assurance providers. Both dimensions are critical to the feasibility of the
proposed implementation schedule. Therefore, we are not in a position to comment definitively on its appropriateness.

Drawing from the Australian and New Zealand experience, we note that transitioning from voluntary to mandatory
assurance, particularly to the reasonable assurance level, has introduced challenges. These include the need for more
robust and verifiable sustainability data, as well as the availability of skilled assurance professionals. Even in relatively
established markets, readiness gaps persist.

Question 5

a) Do you agree with the proposal to extend mandatory external reasonable assurance to IFRS S1 core
contents (Governance, Strategy, Risk Management and Metrics and Targets) and Scope 3 GHG emissions
under paragraph 2.4.2 (b)? Please state the reasons of your views.

In relation to extending reasonable assurance to broader contents such as Governance, Strategy, Risk
Management, Metrics and Targets, and Scope 3 GHG emissions, we acknowledge that the feasibility of the
proposed timeline and assurance level (limited vs. reasonable) will depend heavily on the readiness and maturity
of the Malaysian market. As such, we are not in a position to provide a definitive view on its appropriateness.

However, we share Australia’s experience under ASSA 5010 Timeline for Audits and Reviews of Information in
Sustainability Reports under the Corporations Act 2001 (ASSA 5010), where a phased approach has been adopted.
Large entities will begin with limited assurance over selected sustainability information from 1 January 2025, with
broader coverage, including Governance, Strategy, Risk Management and Metrics and Targets and Scope 3
emissions, introduced progressively. Reasonable assurance for all entities for this broader coverage is targeted for
reporting year beginning 1 July 2030.

Australia is currently preparing for limited assurance engagements for Group 1 entities with reporting dates ending
31 December 2025. Early feedback suggests that client readiness, particularly in establishing robust systems and
processes to generate verifiable data, remains a challenge. Talent shortages in sustainability assurance also pose
a significant constraint.
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b)

Internationally, the European Commission’s Omnibus Recommendation proposes to remove the requirement for
reasonable assurance under the CSRD, citing similar concerns around readiness and capacity, making it more
proportionate and easier to implement by companies. This reflects a pragmatic shift to ensure quality and
consistency during early implementation.

While Malaysia’s proposed timeline is ambitious and well-intentioned, we recommend that ACSR consider a phased
approach starting with limited assurance. This would allow entities and assurance providers to build capacity and
systems progressively, ensuring that reasonable assurance is introduced only when the market is sufficiently
prepared.

If you have responded ‘Yes’ to Question 5 (a) above, do you agree with the proposed timeline for external
reasonable assurance on IFRS S1 core contents (Governance, Strategy, Risk Management and Metrics
and Targets) and Scope 3 GHG emissions under paragraph 2.4.2.(b)? If not, when? Please state the
reasons for your views.

Please refer to our comment to Question 5(a).
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