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ABSTRACT-
Awareness of the role of business activities on the depletion of natural resources as evidenced by global warming,
greenhouse gas emissions and de-forestation has resulted in global interest in environmental accounting and reporting.
Corporate environmental reporting is a part and an important element of corporate social responsibility reporting,  The
CERES Principles laid down by the Coalition Environmentally Responsible Economies in 1992, the PERI Guidelines laid
down by the Public Environmental Reporting Initiative in 1993, the ISO14000 Standard established by the International
Organization for Standardization in 1996, and the recent  Sustainability Reporting Guidelines established by the Global
Reporting Initiative in 2016  are some of the international guidelines and principles for environmental reporting. A
recent United Nations Report found that almost no industry in the world is profitable if environmental costs were
included. Environmental accounting and reporting should be made mandatory. External assurance by certified third
party is also imperative. The present paper attempts to give an overview of environmental reporting practices among
corporate entities, both on a global as well as a national level.

[KEY WORDS : environmental reporting, corporate social responsibility reporting, external assurance, Sustainability
Reporting Guidelines ]

INTRODUCTION-
Awareness of the role of business activities on the depletion of natural resources as evidenced by global
warming, greenhouse gas emissions and de-forestation , is widespread around the global community. Being
the largest consumer of natural resources, business organizations have come under increased pressure to
justify the nature and scale of their consumption. As a result, interest in environmental accounting and
reporting has grown rapidly, and environmental accounting and reporting occupy a significant place within the
strategy of many corporations.

The US Environmental Protection Agency (EPA) defines environmental accounting as "management
accounting practices that enable the incorporation of environmental cost and benefit information into business
decisions." The Institute of Management Accountants in the USA defines environmental accounting as "the
identification, measurement, and allocation of environmental costs, the integration of these environmental
costs into business decisions, and the subsequent communication of the information to a company's
stakeholders." It is also defined as "a subset of accounting which involves activities, methods and systems;
and deals with the recording, analysis and reporting of environmentally induced financial impacts and the
ecological impacts of a defined economic system such as an organization, a country or region" and as " a
science looking on how the environmental aspects affect the conventional accounting system and whether it is
an effective tool to measure and evaluate the environmental aspects of facilities.

Reporting is the critical link between the big- picture ambitions and the data that shows what action has been
taken to achieve those ambitions and what progress is being made. Without reporting, we cannot know what is
being done or how close, or how far, we are from where the word needs to be. Environmental reporting is
defined by the Financial Accounting Standards Board (FASB) as "the information that is required to be
disclosed by regulatory rule or because management considers it useful to those outside the enterprise and
discloses it voluntarily." It is also defined as "the set of information items that relate to a firm's past, current
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and future environmental management activities and performance" and "information about the past, current
and future financial implications resulting from a firm's environmental management decisions or actions."

Environmental reporting is "an umbrella term that describes the various means by which companies disclose
information on their environmental activities." It is also defined as "a process through which companies often
disclose environmental information to their stakeholders to provide evidence that they are accountable for
their activities and the resultant impact on the environment," and "a set of information items that relate to a
firm's past, current, and future environmental management activities and performance," or as "any written
passage about company's environmental issue and activity."

Environmental reporting, as a part of social responsibility reporting, first received considerable attention in the
1970s, but slowed down in the 1980s because of the attention shift towards economic issues like
unemployment and recession. In the late 1980s, social reporting resurfaced with a concentration on issues
regarding the environment. It has had a rapid expansion in the 1990s and grew to develop into one of the top
significant reflections of interactions between business and environment.

Environmental reporting continued its diffusion and improvement as a result of the governments' focus on
heavy polluting industries and the introduction of some related rules..

To help companies report on their environmental aspects, many international organizations have issued
guidelines and principles. For example, the CERES Principles laid down by the Coalition Environmentally
Responsible Economies in 1992, the PERI Guidelines laid down by the Public Environmental Reporting
Initiative in 1993, the ISO14000 Standard established by the International Organization for Standardization in
1996, and the Sustainability Reporting Guidelines established by the Global Reporting Initiative in 1997 and
reviewed in 2002 , 2006 and 2016.

Corporate environmental reporting is a part and an important element of corporate social responsibility
reporting. Social responsibility reporting, including two dimensions, namely environmental and social aspects,
received considerable in the 1970s. Later on, in the 1980s, its role declined, and subsequently, it re-emerged in
the late 1980s with more focus on environmental issues. Since that time, social and environmental reporting
continued to grow. Nevertheless, from 2002, reporting of social and environmental performance has been
extended to cover another dimension, namely economic issues. A new type of reporting, including all three
dimensions (environment, social, and economic), has emerged, which is called sustainability, or triple bottom
line (TBL) reports.

Thereafter, instead of publishing separate social or environmental reports, companies started publishing
sustainability reports. The environment is always seen as a distinct category of corporate social responsibility
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(CSR), and corporate environmental reporting (CED) is also seen as a subdivision of the larger area of
corporate social responsibility reporting (CSRD), and additionally, CED is a subcategory of sustainable
reporting (Fig.1)

ADVANTAGES  OF  ENVIRONMENTAL REPORTING-
(1) Environmental reporting is a useful way in which reporting companies can help to discharge their
accountabilities to society and to future generations (because the use of resources and the pollution of the
environment can affect future generations).

(2) It may also serve to strengthen a company’s accountability to its shareholders.

(3) Companies can and have successfully used environmental reporting to demonstrate their responsiveness to
certain issues that may threaten the perception of their ethics, competence or both.

(a) Several companies have used their environmental reporting to respond to specific challenges or concerns,
and to inform stakeholders of how these concerns are being dealt with and addressed. Eg. When a company
commits an environmental error or is involved in a high profile incident (accident), many stakeholders seek
reassurance that the company has learned lessons from the incident and so can then resume engagement with
the company.

(b) For a company, some environmental incidents can threaten its license to operate on social contract. By
using its environmental reporting to address concerns after an environmental incident, society’s perception of
its legitimacy can be managed.

(4) Environmental reporting is capable of containing comment on a range of environmental risks. Many
shareholders are concerned with the risks that face the companies they invest in and where environmental
risks are potentially significant ( such as travel companies, petrochemicals etc.). A detailed environmental
report in this case is a convenient place to disclose about the sources of these risks and the ways that they are
being managed or mitigated.

(5) Environmental reporting is a key measure for encouraging the internal efficiency of operations. This is
because it is necessary to establish a range of technical measurement systems to collect and process some of
the information that comprises the environmental report. These systems and the knowledge they generate
could then have the potential to save costs and increase operational efficiency, including reducing waste in a
production process.

ENVIRONMENTAL REPORTING- THE GLOBAL SCENARIO
The Global Reporting Initiative (GRI), the independent organization that has pioneered corporate
sustainability reporting since 1997 launched the 4th generation of its Sustainability guidelines- G4
Sustainability Reporting Guidelines ( The Guidelines) in May 2013.

The Guidelines focus on material topics or “aspects”. They provide guidance on how to identify material
aspects and explain how to determine where boundaries are set, so reporters can focus on the impacts that
really matter.

Reporters have 2 options for reporting “ in accordance” with the Guidelines- the Core option and the
Comprehensive option.

A new Disclosure on Management Approach (DMA) has been introduced to explain how the organization is
managing its material aspects.

GRI recommends that reporters seek external assurance on their Sustainability Report.

However, the G4 Guidelines have been superseded by the GRI Standards, released on 19 Oct, 2016. Use of
GRI Standards will be required for all reports or other materials published on or after 1 July, 2018. The GRI
Standards will enable companies around the world to be more transparent about their impacts on the economy,
the environment and society, and will contribute to the United Nations Sustainable Development Goals
(SDGs). The Standards feature an improved format and new modular structure. The GRI Standards are a set of
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36 modular Standards that facilitate corporate reporting on topics such as greenhouse gas emissions, energy
and water use, and labour practices.

The GRI Standards are centered on materiality- focusing on the topics that represent the most significant
impacts of the organization and are most important to an organisation’s stakeholders. A company can prepare
a Sustainability Report in accordance with the GRI Standards at Core or Comprehensive level, or disclose
individual topics to meet specific reporting needs. to meet specific reporting needs.

Carrot and Sticks Report 2016, produced jointly by KPMG International, GRI, United Nations Environment
Programme (UNEP) and the Centre for Corporate Governance in Africa assessed recent developments in
sustainability reporting instruments worldwide. The report found that the growth in environmental reporting
instruments has slowed on a global scale. There are still more instruments that focus on environmental
reporting than social reporting. This is not surprising, given the longer history of environmental regulations
worldwide. Environmental reporting instruments have been fueled over the past decade by many
environmental trends, including the development of new GHG markets and regulations that require disclosure
of reliable GHG emissions data and other climate- related information.

However, the rate of increase in environmental reporting instruments between 2013 and 2016 was less than
the overall rate of increase in instruments, indicating a slight slowing.

Growth in environmental reporting instruments since 2013 has come predominantly from Europe, Asia-
Pacific countries and from the U.S. France, Spain and Australia in particular saw an increase in such
instruments. Environmental disclosure requirements could increase globally following the recent Paris
Agreement at the UN Climate Conference in Paris ( COP 21, Dec. 2015) which is likely to result in a
significant increase worldwide in regulations governing the disclosure of emissions of carbon and other
GHGs.

New environmental reporting instruments introduced since 2013 include measures to set up national GHG
emissions registries and improve company disclosure of GHG emissions in Spain, Mexico and the UK, for
e.g.  Since 2015 in France, Article 173 of the French Energy Transition Law among others requires listed
companies to disclose risks related to the effects of climate change in the report by the chairman of the board
of directors.

The green bonds market is another focus for recently introduced environmental reporting instruments. In the
year 2007, the value of green bonds issued was only US $ 1 billion, whereas green bonds valued at over IS $
41 billion were issued in 2015. Issuers include development banks, municipalities and large corporations who
may be expected to disclose information on financed green projects regularly, before and after the issuing of
green bonds.

In North America over three quarters of reporting instruments focus on a specific environmental (or social )
factor. This is primarily driven by the US, where only 1 of 16 reporting instruments is related to general
sustainability and almost two thirds (63%) are focused on environmental reporting.

The proliferation of US instruments focused on specific reporting topics may be connected to a tendency to
focus on specific legal norms rather than embracing generic principles. It may also be related to controversial
issues that have captured the public debate in the US, resulting for e.g. in laws that require reporting on
specific issues such as conflict minerals (Dodd- Frank Wall Street Reform and Consumer Protection 2016)
and climate change ( SEC Guidance on Disclosure Related to Climate Change, 2010).

ENVIRONMENTAL REPORTING- THE INDIAN SCENARIO
Like in many other countries, the debate of growth versus the environment is vigorous in India too.
Urbanisation and industrial development have given rise to several environmental problems that call for
urgent attention. Community waste, industrial run-offs, chemicals, fertilizers and pesticides have affected the
quality of surface and groundwater. Deforestation, air pollution, land degradation, biodiversity loss, river
contamination are other aspects of the environmental hazards. The degradation of environmental issues is
undermining our economic prospects, costing us around $ 80 billion or 5.7% of GDP each year.
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The Government of India by way of its notification of March 13, 1992 had made it mandatory for the
polluting industries to provide annual report of environmental auditing of their activities/ operations, each
year, beginning with 1992-93. This requires the industries to regularly develop, update and report information
on the environmental performance of its operations including raw materials, process, products etc.

In the Notification issued by the Government of India, Ministry of Environment and Forests dated 11 August
2014, guidelines had been given re: environment sustainability and CSR related matters. The Environment
Impact Assessment (EIA) Notification 2006, issued under the Environment ( Protection ) Act 1986, as
amended from time to time, prescribes the process for granting prior environment clearance in respect of
certain development projects/ activities listed out in the Schedule to the notification. Section 135 of the
Companies Act 2013 deals with corporate social responsibility and Schedule VII of the Act lists out the
activities which may be included by companies in their CSR Policies. The activities relating to “ensuring
environmental sustainability”, are listed in this Schedule.
The Government of India has released a new categorization of industries based on their pollution load on 5th

March, 2016. The Ministry of Environment, Forest and Climate Change (MoEFCC) has developed the criteria
of categorization of industrial sectors based on the Pollution Index which is a function of the emissions ( air
pollutants), effluents(water pollutants), hazardous wastes generated and consumption of resources. The
Pollution Index (PI) of any industrial sector is a number from 0 to 100.

 Industrial sectors having Pollution Index score of 60 and above – Red category
 Industrial sectors having Pollution Index score of 41 to 59 – Orange category
 Industrial sectors having Pollution Index score of 21 to 40 – Green category
 Industrial sectors having Pollution Index score of including and upto 20 – White category

The purpose of the categorization is to ensure that the industry is established in a manner which is consistent
with the environmental objectives. The new criteria will prompt industrial sectors willing to adopt cleaner
technologies, ultimately resulting in generation of fewer pollutants. Other similar efforts include installation of
Continuous Online Emissions / Effluent Monitoring Systems in the polluting industries and so on. These
recent developments are relevant in the context of discussion of recent scenario of environmental reporting in
India.

Nowadays, Indian companies follow diverse environmental reporting practices i.e. stand alone environmental
reporting ( satellite accounts) or reporting along with the Annual/ Financial Reports, or internet reporting, or
Sustainability Reporting ( which include the economic, environmental and social issues). Researches around
the world show that annual reports are most favoured channel of disclosure. Companies which are required to
prepare and submit environmental information as per requirement of applicable law usually submit
information of the following nature –
(1) nature of devices installed for pollution control (2) steps taken for raw material and energy conservation
(3) steps taken for control of waste water (4) steps taken for improvement of quality of products and services,
process of production, etc.

Indian companies have not yet developed a holistic approach to environmental accounting and reporting, as
there is lack of environmental reporting guidelines. Environmental reporting, barring a few cases, is un-
systematic and non comparable in India.

Though good work is being done by some industrial sectors and some units in different sectors, the reports
seem to be aimed more at publicity than providing environmental facts and figures. A good quality of
environmental reporting, like good environmental performance, needs to be encouraged and rewarded.

CONCLUSION
A United Nations report in 2015 found that almost no industry in the world is profitable if environmental costs
were included. Companies go to great lengths to green wash their image and present themselves as
environmentally responsible and progressive. As consumers, we have to be willing to boycott and campaign
against ‘cheap’ products that are actually environmentally costly, as well as putting pressure on Governments
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to amend their regulations. Environmental accounting and reporting should be made mandatory. External
assurance by certified third party is also imperative.
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