REPORTING ENVIRONMENTAL ISSUES



Protecting the environment is a key issue affecting everyone. Pressures are placed on businesses to ensure that the environment suffers minimum damage as a result of their products, processes or services
Businesses are using recyclable materials, monitoring pollution levels and taking other environmentally sound measures to comply with customer demand for “green” products. Hence, the work of the accountant is changing so as to encompass environmental issues.  

This will include:

	Dealing with environmental taxes.  France, for example, charges businesses for air and water pollution and reinvests those taxes in pollution control

	Investment appraisal will have to take environmental factors into account

	Costing new pollution controls

	Reporting on the feasibility of replacing materials for environmental purposes

	Estimating the impact of “green” consumer preference




WHAT IS ENVIRONMENTAL ACCOUNTING?


	Recognising and seeking to mitigate the negative environmental effects of conventional accounting practice

	Separately identifying environmentally related costs and revenues within the conventional accounting systems

	Taking active steps to set up initiatives in order to ameliorate existing environmental effects of conventional accounting practice

	Devising new forms of financial and non-financial accounting systems, information systems and control systems to encourage more environmentally benign management decisions

	Developing new forms of performance measurement, reporting and appraisal for both internal and external purposes

	Identifying, examining and seeking to rectify areas on which conventional (financial) criteria and environmental criteria are in conflict

	Experimenting with ways in which sustainability may be assessed and incorporated into organisational orthodoxy



FINANCIAL REPORTING


There are no disclosure requirements relating to environmental matters in the UK, so any disclosures tend to be voluntary unless environmental matters happen to fall under standard accounting principles (e.g. FRS 12)

However, it is becoming increasingly common for companies to report in formation relating to environmental matters in their annual financial report. 

Such disclosures could include:

	Level of toxic waste, energy usage and noise
	Policies regarding environmental care
	Comment on actions the company has taken, for example in choice of raw materials or product policies

Companies tend to view the annual report as a public relations document and report much voluntary information regarding their products, policies etc. and this now includes information about environmental issues. 
Generally the trend in environmental reporting by companies has been slow and on an ad hoc basis. Some companies make a company policy statement only; others may make a company policy statement and a statement of what action has been taken to implement the policy. Finally, some companies may report physically audited information, such as water pollution, emissions or depletion of non-renewable resources. 

Furthermore the FRC is encouraging companies to report environmental protection costs and potential environmental liabilities in the operating and financial review as part of best practice

However, adequate disclosure is of limited reliability unless it is adequately audited. There is at present no legal obligation to carry out an environmental audit. If such audits are carried out they are confidential, are not to agreed standards, and the audit reports do not have to be published

Thus, the current situation is not wholly satisfactory and there is much ground to cover. However, while nothing is as yet compulsory, there are a number of published guidelines and codes of practice in issue:

· The Valdez Principles, a standard environmental charter
· The Confederation of British Industry’s guideline to Introducing Environmental Reporting
· The ACCA’s Guide to Environment and Energy Reporting
· The Coalition of Environmentally Responsible Economies (CERES) formats for environmental reports
· The Friends of the Earth Environmental Charter for Local Government
· The Eco Management and Audit Scheme Code of Practice

[bookmark: _GoBack]Legislation for compulsory environmental reporting does now exist in some form in some countries e.g. in Denmark, Netherlands, Australia, the UK and Korea. For example, in June 2012, the UK coalition government announced the introduction of mandatory carbon reporting, requiring all UK companies listed on the Main Market of the London Stock Exchange - around 1,100 of the UK’s largest listed companies - to report their greenhouse gas emissions every year. Deputy Prime Minister Nick Clegg confirmed that emission reporting rules would come into effect from April 2013. However, the date was eventually moved back to 1 October 2013.
