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Implementation of sustainability aspects 
in the financial reporting system: 

an environmental accounting standard 

Abstract
In the field of financial accounting, similarly to the company management, besides considering economic aspects, arises a need 
to incorporate the influence of enterprise’s activities on environment and society. Nevertheless, almost all accounting systems 
are still based on the financial view of the business and the level of environmental and social efficiency is only rarely assessed. 
A multidimensional business efficiency measurement is not feasible within these standard accounting systems. For this reason, 
the subject of interest and the main research goal of the authors is to supplement and extend the existing legislative framework 
on environmental and social accounting, approved by the IASB. The purpose of this article is to propose an individual standard 
focused on environmental reporting. The individual standard of financial reporting focused on environmental aspects will provide 
a possibility of a standardized view on business and may be used to harmonize reported data. Compared to other environmental 
concepts, the proposed standard is based on the same principles as the currently used reporting framework, therefore it is easily 
grasped and applicable. 
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Впровадження аспектів стійкості в систему фінансової звітності: стандарти екологічного обліку
Анотація
В галузі фінансового обліку, як і в управлінні компанією, крім економічних аспектів, виникає необхідність враховувати 
вплив діяльності підприємств на навколишнє середовище й суспільство. Проте майже всі системи бухгалтерського обліку 
як і раніше засновані на фінансовій оцінці бізнесу. При цьому рівень екологічної та соціальної ефективності оцінюється 
вкрай рідко. Вимірювання ефективності багатовимірного бізнесу неможливе в рамках стандартних систем обліку. З 
цієї причини основним предметом, що викликає інтерес авторів цього дослідження, стало доповнення й розширення 
існуючої законодавчої бази екологічного та соціального обліку, затвердженої Радою з міжнародних стандартів та 
фінансової звітності (РМСФЗ). метою даної статті є пропозиція окремого стандарту екологічної звітності. Індивідуальний 
стандарт фінансової звітності, орієнтований на екологічні аспекти, сприятиме стандартизації оцінки ведення бізнесу 
й застосовуватиметься для гармонізації звітних даних. Порівняно з іншими екологічними концепціями, пропонований 
стандарт засновано на тих самих принципах, що й система звітності, яка використовується зараз, що робить його 
доступним для розуміння та впровадження.
Ключові слова: звіти; екологічні фактори бізнесу; бухгалтерський облік; звітність; сталий розвиток; стійкий облік; 
екологічна звітність; РМСФЗ.
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1. Introduction 
In the field of financial accounting, similarly to the com-

pany management, multidimensionality is becoming in-
creasingly important. The ability to think ahead and to be 
able to bring various phenomena into the context becomes 
a necessity. Despite this trend, almost all accounting sys-
tems are still based on the financial view of the business 
and the level of environmental and social efficiency is on-
ly rarely assessed. Society is changing. People start to be 
aware of the unsustainability of the current way of life and 
exert more pressure on maintaining the current living condi-
tions for future generations. This view is also incorporated 
into the business environment. The principles of sustaina-
ble development impact the area of accounting and finan-
cial reporting as well as the principles of harmonization and 
standardization in accounting. Besides taking into account 
economic aspects, it is also required to adequately con-
sider the impact of business on the environment and so-
ciety. For this reason, a number of reporting standard set-
ters, such as the International Integrated Reporting Coun-
cil (IIRC) and Global Reporting Initiative (GRI), have crea
ted systems to capture environmental and social aspects. 
However, these systems affect all the three pillars of sus-
tainability, included in the economic area, which is already 
reported by businesses in compulsorily financial state-
ments. The aim of the research is not the creation of a simi-
lar concept. The authors’ intention is to enable businesses 
to simply social and environmental reporting within financial 
statements. Therefore, the aim of the research is to incor-
porate the newly proposed standard into the existing frame-
work, namely IAS/IFRS.

2. Brief Literature Review 
Business efficiency needs to be reassessed, not on-

ly from the perspective of quality of rendered services, pro-
duced products and reported sales points of view, but also 
from the perspective of the impact of business activities on 
the environment, society and local community because, as 
many authors state (B. Roxas, N. Ashill, & D. Chadee 2017 [1]; 
R.  Paksiova, 2016 [2]), these factors have a significant inf
luence on achieving corporate success.

Sustainability aspects are monitored at two levels: at 
the macroeconomic level, where the information about the 
state of the environment and the development of the compa-
ny is related to the information about economic efficiency of 
the state, and at the microeconomic level or business level. 
While sustainable development is accounted at the national 
level, a number of sophisticated models are already used 
at the macroeconomic level (V. G. Marhas, O. S. Sakun, & 
T. V. Klymenko, 2017 [3]). Yet, the microeconomic sphere 

still has no uniform concept. Following the activities of in-
ternational communities and institutionalisation of sustai
nable development at the national level in many states, 
companies often select not only economic success but 
also a long-term sustainability and a positive impact on the 
environment and society as their strategic goal (M. Taher-
dangkoo, K. Ghasemi, & M. Beikpour, 2017 [4]; M. Ameli, 
S. Mansour, & A. Ahmadi-Javid, 2017 [5]). Enterprises need 
to have a sufficient amount of relevant information with re-
gard to all management functions ensuring the achieve-
ment of set goals, which is information on sustainable de-
velopment, business efficiency in relation to the sustainable 
development and its impact on economic efficiency. Such 
information is collected, recorded and gathered and for the 
evaluation of efficiency provided by the sustainable deve
lopment accounting (J. Bebbington, S, Russell, & I. Thom-
son, 2017 [6]). 

Sustainable development accounting is characterized by 
the following principles:
•	 incorporation of more than only economic events, exten-

sion of the reporting ability beyond reporting of financial 
success only;

•	 usage of physical measurements (value, non-financial) with 
the emphasis on non-financial information in relation to 
sustainable development because social and environmen-
tal aspects have a non-financial form;

•	 responsibility before a wider group of stakeholders 
(Vallišová, 2014 [7]).

To ensure that all social and environmental stakeholders’ 
requirements are fully satisfied, the existing accounting sys-
tem and financial statements need to be extended with re-
gard to reporting certain items related to sustainability. This 
includes:
•	 income and expenses related to social, environmental and 

economic aspects within the statement of profit and loss 
and other comprehensive income for the period;

•	 related assets and liabilities in the statement of financial po-
sition (balance sheet) at the end of the period.

In practice, Constructing Excellence (2004) [8] recom-
mends expressing these items using of two different accounts: 
direct accounts and indirect accounts. J. Hyršlová (2009) [9] 
calls them information about internal and external flows. 
Similarly, they can be called direct and indirect accounts. As 
J.  Hyršlová (2009) [9] states, sustainable development ac-
counting is seen as one of the development stages of tra-
ditional accounting, and its further implementation will not 
be easy, but inevitable with respect to the business efficien-
cy optimisation point of view. To be able to implement sus
tainable development accounting successfully, managers’ 
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Внедрение аспектов устойчивости в систему финансовой отчетности: стандарты экологического учета
Аннотация. В области финансового учета, как и в управлении компанией, помимо экономических аспектов, возникает 
необходимость учитывать также влияние деятельности предприятий на окружающую среду и общество. Тем не менее, 
почти все системы бухгалтерского учета по-прежнему основаны на финансовой оценке бизнеса. При этом уровень 
экологической и социальной эффективности оценивается крайне редко. Измерение эффективности многомерного 
бизнеса не представляется возможным в рамках стандартных систем учета. По этой причине основным предметом, 
вызывающим интерес авторов данного исследования, стало дополнение и расширение существующей законодательной 
базы по экологическому и социальному учету, утвержденной Советом по международным стандартам финансовой 
отчетности (СМСФО). Целью данной статьи является предложение отдельного стандарта экологической отчетности. 
Индивидуальный стандарт финансовой отчетности, ориентированный на экологические аспекты, будет способствовать 
стандартизации оценки ведения бизнеса и применяться для гармонизации отчетных данных. По сравнению с другими 
экологическими концепциями, предлагаемый стандарт основан на тех же принципах, что и используемая в настоящее 
время система отчетности, что делает его доступным для понимания и внедрения.
Ключевые слова: отчеты; экологические факторы бизнеса; бухгалтерский учет; отчетность; устойчивое развитие; 
устойчивый учет; экологическая отчетность; СМСФО. 



Vallišová, L., Černá, M., & Hinke, J. / Economic Annals-XXI (2018), 173(9-10), 55-59

ACCOUNTING, ANALYSIS AND AUDIT

57

and accountants’ synergy, along with the cooperation with 
external interested parties (customers, the public, local and 
state authorities), is required to enable the greatest level of in-
formation quality and reliability (R. Rajnoha, P. Lesnikova, & 
V. Krajcik, 2017 [10]).

This issue has also become more important because of 
the new European Council Regulation 13606/14 «New Rules 
on Transparency in Corporate Social Responsibility» issued 
on 29 September 2014. Large enterprises with more than 
500  employees are required to publish environmental infor-
mation, employment conditions, respect for human rights and 
anti-corruption measures. Their annual report has to contain 
description of policies, strategies, results and risks associated 
with the abovementioned areas. Member states were obliged 
to incorporate the measure into the national legislation within 
a two-year period. On the basis of descriptions provided 
by various authors in their scientific works (M. A. K. Masud, 
S.  M.  Bae, & J. D. Kim, 2017 [11]; A.Venturelli, F. Caputo, 
S. Cosma, et al., 2017 [12]), it is possible to summarize the 
main reasons for compiling such reports:
1. Mandatory disclosure of financial and non-financial infor-

mation relating to the environment protection and labour 
relations in the context of the annual report is based on 
the national legislation, eventually the EU Council Directive, 
namely 2014/95/EU of the European Parliament and of the 
Council, which came into force on 22 October 2014.

2. Voluntary provision of information to interested parties with 
the intention to reduce their environmental concerns or to 
explain to them in greater detail certain circumstances re-
lated to their social responsibility, satisfaction of the part-
ners’ and public rights to obtain information.

3. For certified enterprises with implemented environmental 
management system (ISO 14001, EMAS), or companies 
meeting the corporate social responsibility (CSR) stan
dards, reporting in any form is required and compilation 
of environmental and social report is appropriate for this 
type of communication.

4. Observation of the organisation’s own interests in terms of 
increasing its value or the need to internalise its own re-
sponsibility (Vallišová, 2014 [7]).
3. Purpose and Methodology 
The purpose of this article is to present partial results of 

the conducted research on compilation of the concept of in-
tegration of aspects of the sustainability applicable to any ac-
counting system and prepare a uniform framework for repor
ting in the area of economic, social and environmental activi-
ties of the organisation, respectively to enable a complex and 
multidimensional view of the enterprise. The aim of the re-
search is not to create a new concept such as Integrated Re-
porting or Global Reporting Initiative. The authors’ efforts are 
to enable businesses to extend the existing economic repor
ting framework to the missing area of social and environmen-
tal reporting. Therefore, the aim is to incorporate the newly 
proposed Environmental Reporting Standard into the existing 
IAS/IFRS framework.

The authors’ work consists of ten subsequent points of re-
search and verification work:
1. Compilation of the catalogue of qualitative and quantita-

tive social factors. Based on the study, an analysis and 
comparison and of previously proposed systems dealing 
with social and environmental activities of enterprise as-
sessment is conducted to prepare a catalogue of basic 
environmental factors. Based on the findings of the so-
cial and environmental activities identified by the ques-
tionnaire survey, as well as the study of different nation-
al accounting systems and the IAS/IFRS accounting sys-
tem, the authors propose to make a catalogue of basic 
social and environmental factors by using a comparison 
technique.

2. Own proposals relating to classification of requirements 
on disclosed information set by the interested parties. 
A three-step process of classifying stakeholder require-
ments by which the accounting unit determines their sig-
nificance and considers possible incorporation of that 
requirement in the accounting statements has been 

developed. The scope (boundaries) of the system is de-
termined to identify how wide the range of enterprises 
impacts included in sustainable development accounting 
will be, i.e to identify the responsibility level of the enter-
prise.

3. Proposals relating to modification and completion of the 
conceptual basis.

4. Proposals relating to modification and completion of the 
standards or norms relevant to the accounting state-
ments.

5. Proposals relating to the individual standard of environ-
mental reporting.

6. Proposals relating to the individual standard of social re-
porting.
The proposed concept is created to meet the following 

general parameters:
•	 Versatility, simplicity and usability in practice. We should 

note that International Accounting Standards and Interna-
tional Financial Reporting Standards are prepared on the 
principles-based approach. Neither their framework, nor 
individual standards are focused on specific principles of 
accounting and reporting sub-accounting cases or set-
ting of key performance indicators (KPIs). These areas are 
directly dependent on individual decisions of the enter-
prise that considers their significance and ensures their 
adequate recognition. The proposal of the concept is pre-
pared in a similar way. It is a the concept with a wide range 
of use by business subjects. Enterprises will have a suffi-
cient extent of flexibility.

•	 Complexity, measurability and transparency. The concept 
ensures complex uncovering and comparability of informa-
tion in the given area. Acquired information will be used for 
further application inside the whole business management 
with a possibility of integration into the system of corporate 
efficiency measurement and management.

•	 Quality policy. The proposed concept has to meet other 
principles, because we deal with the accounting sys-
tem. Provided information has to be significant, balanced, 
comparable, reliable, comprehensible and regularly re-
ported.

7. The proposal relating to the implementation of environ-
mental and social reporting. The implementation of the 
proposed concept is divided into five phases. The plan-
ning phase sets the vision of individual stages of imple-
mentation, including the terms and related parties with 
their responsibilities and competences. The analytical 
phase examines the current degree of readiness of the 
accounting unit to apply the concept. Based on the con-
cept, either a new or corrected current information sys-
tem to meet the specifics of selected accounting unit is 
further proposed. The next phase is represented by staff 
training and simulation of individual processes. The last 
phase represents the application and use of the proposed 
concept in practice.

8. Verification of the concept of integration of sustainabili-
ty aspects into the accounting system in business prac-
tice to obtain feedback and eventual corrections of the 
defined concept on the case of a specific enterprise ac-
counting and reporting in accordance with IAS/IFRS. 
Confrontation of the proposal with the actual conditions 
accompanied by expert interviews made in 20 business 
units. The results were used as a basis for corrections 
to the proposal.

9. Corrections to the proposals in accordance with the ex-
perience obtained by verification, control of the fulfilment 
of the formulated objectives, evaluation of the research 
benefits.

10. Formulation of conclusions and recommendations with re-
gard to the purpose of the research.
Because of the extent of the conducted research, this 

article is focused on its partial results regarding environ-
mental aspects, namely the environmental accounting stan
dard (point 5), which was designed with regard to the nor-
mal structure of the text prepared by the IASB in particu-
lar IAS/IFRS.
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4. Proposal of the Environmental Accounting Standard
The objective of proposed standard is to ensure sub-

mission of information about environmental position and ef-
ficiency of the accounting unit using the Environmental Ac-
counting Statement. The purpose of this standard is to fos-
ter all subjects preparing accounting statements in accor
dance with the International Accounting Standards to sub-
mit this report.

An accounting unit uses this standard while compiling 
the Environmental Accounting Statement:
a) within its accounting statements prepared according to 

IAS/IFRS;
b) where applicable, in each interim report that it presents 

under IAS 34 Interim Financial Reporting.
Accounting unit at the date of its first compilation of En-

vironmental Accounting Statement presents initial state-
ment that represents the basis for environmental reporting. 
The accounting unit will further use the same accounting 
principles for all accounting periods. These principles need 
to comply with IAS/IFRS.

Environmental profile
Environmental profile characterises the enterprise and its 

relation to the environment. It is a measurable output of en-
vironmental management related to the environmental ma
nagement aspects ensured by the enterprise based on the 
environmental policy, objectives and target values.

Environmental aspect
The official definition is set in the ČSN EN ISO 14001 as 

an element of an organization’s activities, products or ser-
vices that can affect the environment.

Environmental impact
A specific environmental change caused by the entity’s 

responsibilities.
Environmental costs
Costs associated with the actual or potential use of eco-

nomic assets or increasing environmental liabilities. These 
costs can be considered from two different perspectives. 
Firstly, these are the costs directly incurred by a company. 
Part of them is already included in the normally compiled fi-
nancial reports and can be transformed into an Environmen-
tal Accounting Statement. These include environmental pro-
tection costs, costs associated with corporate actions taken 
to reduce or compensate the negative environmental impact 
of the enterprise, further the costs, fines and penalties re-
lated to damaging the environment. Secondly, these are as-
pects that do not directly impact the enterprise itself, yet 
they are relevant to its activities that restrict other economic 
entities, the population or have a negative impact on the en-
vironment, even with regard to future generations. These are 
called negative externalities. Their measurement is more dif-
ficult. Nevertheless, there are available models that allow 
their exact measurement.

Environmental revenues
Environmental revenues represent an increase in eco-

nomic benefits as a result of the adoption of environmental 
regulations by the enterprise. These are revenues from ma-
terials recycling and selling waste (e.g. the revenues from 
selling substances caught by filter equipment, revenues 
from selling of sludge, etc.), subsidies and grants related 
to environmental protection, such as revenues from waste 
heat utilisation, revenues brought by cleaners of waste wa-
ter, which regulates sewage also for external customers, etc. 
(MŽP ČR, 2002 [13]).

Environmental saving
Environmental saving is a reduction of consumed mate-

rials, energy or water determined by a specific process/task/
product, compared to the consumption before taking the cor-
rective action.

Environmental Accounting Statements focus mainly on:
a) material consumption, energy, water and the percentage of 

recycled inputs;
b) emissions and waste generated during the production pro-

cess and the cost of their disposal;
c) the impact of products and services on the environment;
d) recovery of collected products and returnable containers;

e) the impact of the enterprise on biodiversity and protected 
areas;

f) costs or sanctions that arise as a result of the application 
of regulations and standards relating to the environment.
Within the Environmental Accounting Statement, the ac-

counting unit presents environmental aspects of its business 
activities in four segments: management and organisational 
security; use and management of natural resources, water 
and energy; outputs: emissions, sewage, waste and provi-
sion of products and services and other aspects: logistics, 
supply chain, biodiversity, compliance with applicable envi-
ronmental standards, laws, decrees and regulations, invest-
ment in environmental protection.

Management and organisational security
In this part of the Environmental Accounting Statement, 

the accounting unit indicates its number of environmental 
management personnel (along with its structure) or environ-
mental staff, including the labour costs attributable to them. 

Use and management of natural resources, water and energy
This part of the Environmental Accounting Statement de-

scribes how the accounting unit uses and manages natural re-
sources, which are, in most cases, renewable in a long-time 
period: water, energy, livestock and agricultural production:
a) Material, agricultural and livestock production falls un-

der strict requirements related to the production of these 
goods, the share of recycled materials and the efforts of 
the accounting unit to reduce material costs and increase 
the production ecology.

b) Accounting units dealing with mining and mining activities 
are obliged to further indicate the amount of extracted ma-
terials.

c) The water segment is assessed through indicators such as 
water consumption, water savings or investments made to 
improve water management and describes the organisa-
tion’s activities associated with the use of salt, ground, sur-
face and recycled (re-used) waters.

d) The energy segment indicates the consumption of indivi
dual types of energy, including renewable sources of ener-
gy. The accounting unit further describes the methods and 
procedures, such as taking active steps to reduce the ener-
gy intensity of business activities, relating to products and 
services, including the energy savings.
Outputs (emissions, sewage, waste and providing products 

and services)
In this part, the Environmental Accounting Statement de-

scribes the accounting unit’s discharges of dangerous sub-
stances, compounds and other particles into the air, water 
and soil and determines the nature of the impact of provided 
products and rendered services on the environment.
a) In terms of air emissions, it is crucial to consider the amount 

of discharged pollutants. Relevant fees and taxes for air 
pollution from the part of the enterprise are supposed to re-
sult in reduction of such emissions.

b) In terms of water pollutants, the accounting unit, along 
with the total amount of wastewater divided by the level 
of pollution and the discharge point, also specifies the 
amount of discharged organic pollutants and heavy me
tals, fees and taxes for waste water discharges, invest-
ments, intensions to reduce emissions of pollutants and 
the total volume of discharged waste water, including the 
savings generated by all these initiatives.

c) In addition to the actual discharges into the soil in the 
form of fertilizers, pesticides and heavy metals, waste 
and waste management products also should be taken 
into accounting of the unit’s emissions into the soil. The 
entity reports the amount of produced normal and dan-
gerous waste, the way of its disposal, the amount of ra-
dioactive waste and the amount of recycled waste, in-
cluding the recycling revenue, waste management char
ges and taxes and waste management initiatives, resul
ting in reduction of the emission of particles into the soil 
and improvement of waste management.

d) Environmentally friendly products and services are as-
sessed by indicators such as energy consumption, noise, 
recyclability, the amount of collected packaging, etc.
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Other aspects are logistics, supply chains, biodiversity, 
compliance with applicable environmental standards, laws, 
decrees and regulations, investment in environmental pro-
tection.

Other important aspects of corporate activities that 
cause environmental impacts are transport of persons, the 
impact of the enterprise on biodiversity, compliance with le-
gal standards and regulations in the field of environmental 
protection or investment in staff training in the area of en-
vironment.

Disclosure of information by individual segments and 
perspectives enables users to better understand the relation-
ships between them. The accounting unit discloses other cir-
cumstances not included in the report, including their appro-
priate explanation, in a comment. Additional information can 
be from the perspective of understanding the significance 
of the accounting unit’s position and efficiency in terms of 
its users.

5. Conclusions 
Regardless of whether an enterprise compiles environ-

mental statements on a mandatory or voluntary basis, the 
enterprise faces the question of how to do it: whether an 
entity compiles a unified centralised report in the sense of 
«integrated reporting» or the report is divided to individual 
sub-reports: financial and environmental, eventually social 
report. There is currently no unified approach to this issue 
in business practice. There exist various individual systems 
focused on environmental and social accounting and repor
ting. However, it is a necessity to compile new additional 

reports or integrated reports (IR) in accordance with the new 
system. The authors believe that it would be appropriate to 
take the described sustainability principles into account to 
enable companies to report environmental and social issues 
within the system that most businesses use and know to im-
plement sustainability aspects especially into the IAS/IFRS 
system. For this purpose, the authors’ concept of integra-
tion of sustainability aspects into the accounting systems is 
applicable to any accounting system, including the IAS/IFRS 
with the aim to provide a unified framework for reporting on 
economic, social and environmental activities of an entity, 
respectively to enable complex and multidimensional view 
of the enterprise, including the methodology and its subse-
quent implementation into corporate practice. Because of 
the large extent of authors’ research in this area and a large 
number of structural parts, this work presents only its sub-
section, namely the Environmental Accounting Standard. Ac-
counting units can use it as a guideline to comprehend many 
existing frameworks or standards proposed by the authors. 
The transfer to compilation of environmental and social re-
ports is a challenging process, which involves the synergy of 
the whole accounting unit and may finally lead to changes in 
strategic management. Application of this methodical proce-
dure in practice and consistent compliance with the five con-
secutive phases and their individual stages should make the 
whole process of implementation faster. The occurrence of 
errors and deficiencies should be minimised, which will help 
economic entities to optimise environmental and social re-
ports and increase of their quality.
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