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TOWARDS A GENERALLY ACCEPTED FRAMEWORK FOR ENVIRONMENTAL REPORTING

1.Introduction
1.1

This paper reflects the view of the Environmental Task Force of the European Federation of
Accountants (FEE) that more attention needs to be paid to the various qualitative reporting
characteristics which should under-pin the emerging practice
widely
known
as
"corporate
environmental reporting", if that practice is eventually to achieve the same degree of public
acceptance as financial reporting. The work of the group has taken into account recent developments
in environmental reporting practice, as well as the different guidelines on environmental reporting that
are currently available. The study also depends heavily on the body of knowledge, guidelines and
standards developed for financial reporting purposes.

1.2

For the purpose of this paper, "environmental reporting" covers the preparation and provision of
information, by management, for the use of multiple stakeholder groups (internal or external), on the
environmental status and performance of their company or organisation. This information is most often
provided in a separate environmental report, but it may (either as well or alternatively) be included
within other forms of reporting (such as financial, and social/ethical reporting). Generally speaking, the
location of the information should not significantly impact on its credibility. Financial information relating
to the environment, if reported other than in the audited financial statements, should be consistent with
any similar disclosures made through the audited accounts.

1.3

The emergence of corporate environmental reporting in the 1990’s has been an important
development, not only in terms of environmental management, but also more generally for overall
corporate governance. At the start of the 1990's, only a very few companies produced environmental
reports - these came mainly from the ‘heavier polluting’ industries. A number of recent surveys, at
national and international level, have identified growth not just in the number of companies reporting,
but also in the sectoral coverage of such reporting [See Appendix I with reference to recent surveys
on the topic by KPMG, "Company Reporting" magazine and PIRC]. Based on the evidence of such
surveys, it is the larger (usually multinational) companies that appear to have accepted environmental
reporting most rapidly.

1.4

The growth in environmental reporting, however, has not been simply a matter of the development of a
single type of reporting. A reference to an ‘environmental report’ means different things to different
people. Some tend to think of separate (stand alone) environmental reports which have been modelled
on the financial statements (annual reports) of the enterprise - these are often referred to as corporate
environmental reports (CERs). For others, the focus will be on the environmental content (if any) of the
annual report itself.
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1.5

In some parts of Europe, the term ‘environmental report’ may be interpreted as an environmental
impact statement or eco-balance report. To a growing number of people (again, particularly in Europe)
an "environmental report" will mean the Environmental Statement required for registration to the EU's
EMAS (the EC Eco Management and Audit) Scheme. In the United States, and other places, the term
may mean the reporting of regulatory information for legal compliance purposes.

1.6

We have thus seen many different types of report emerge, reports which by their nature and purpose
are all ‘environmental’, and which all have as a common feature the provision of environmental
stewardship, compliance or performance data for stakeholder groups. However, with the exception of
EMAS based public environmental statements, these reports seem to have emerged through a
series of random initiatives, rather than through any form of co-ordinated or coherent developmental
process. It is our belief that corporate environmental reporting has now reached the stage where
enterprises and users alike would benefit from greater structure and definition.

1.7

The surveys of environmental reporting practice identified in Appendix 1 show that both the quantity
and the overall quality of reporting are increasing. It is inevitable, however, with such a new reporting
medium, that we should continue to ask how further improvements can be made. In areas such as
scope of reporting, consistency of methodological approaches (i.e. recognition and measurement
policies) and timelinesss of reporting, we believe that improvements in quality are required. Similarly
we see the need for better focussed stake-holder related reporting.

1.8

Preparers of environmental reports would like confirmation that their reports are effective, and users of
such reports (in particular an increasingly environmentally aware financial community) are demanding
more consistency in the way(s) in which environmental issues and performance are measured and
reported. A formal set of recognised reporting principles and a standardised reporting framework (not
dissimilar in principle to those adopted in the EC 4th Directive on Company law) should help overcome
any perception that environmental reports lack credibility. (Note: such a framework is currently being
constructed through the medium of the CERES Global Reporting Initiative (GRI), to which FEE is
contributing).
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2.The aim of this paper
2.1

The aim of this paper is to encourage discussion between accountancy professionals, providers
of
environmental information and stakeholder groups (all of whom we assume to have better than general
awareness of environmental reporting and related guidelines) regarding the introduction of a framework
for qualitative characteristics in environmental reporting. Although it is not the objective of this
paper to be prescriptive re the content of the environmental report we do identify a number of potential
disclosure items and categories.

2.2

Experience with financial reporting, over more than 100 years, has shown that qualitative
characteristics, such as relevance, understandability, usefulness and comparability,
are
just
as
important as the basic (performance orientated) quantitative content in establishing the credibility of
reported data. The general issue addressed by this discussion paper is the process via which similar
qualitative principles and frameworks, as applied to successfully financial reporting, can be effectively
applied to environmental reporting.

2.3

The focus of this paper is primarily on the separate external reporting of environmental issues and
performance by enterprises, whether at corporate or site level. The inclusion of environmental
information in financial reports and in internal management reporting, is addressed, although we think it
reasonable to assume that environmental information included within the audited section of the annual
report is produced in accordance with relevant accounting standards. Financial statement auditors
have a duty to ensure that data included elsewhere in the annual report package is not in conflict with
the audited financial statements themselves. Because of timing differences (see 6.14 - 6.17 below),
however, it is unlikely that financial statement auditors will be able to check for conflict with any freestanding environmental performance report (unless the two types of report are issued simultaneously).

2.4

A number of environmental reporting guidelines are available to prospective (and actual) preparers of
environmental reports [see Appendix 2]. The focus of these guidelines is mostly on ‘what’ should be
reported (for example, to include bad as well as good news; to report against objectives and targets; to
include financial/economic data), rather than on those qualitative characteristics that would make the
reports more useful (i.e. the "how" of reporting). In addition we note that there are emerging some
national regulations (or Standards) covering environmental reporting (for example in Denmark and the
Netherlands).

2.5

The role of all conceptual frameworks is to standardise and underpin external corporate reporting, thus
giving users greater confidence in the reporting process itself and the credibility of the information
reported. The FEE Environmental Task Force believes that the practice of corporate environmental
reporting will benefit as much from the development of an under-pinning conceptual framework as has
the practice of financial reporting.

2.6

A number of conceptual frameworks for financial reporting already exist (see Appendix 3) and the
FEE Environmental Task Force has looked to these to provide a suitable starting point. In particular
the International Accounting Standards Committee (IASC) framework for the Preparation and
Presentation of Financial Statements (“Framework”) has been adopted as a model for this paper (see
Appendix 4) because, in the view of the Task Force, it is the one conceptual framework to which the
phrase "generally accepted" can realistically be applied at
the global level.

2.7

There are additional reasons for wishing to secure the conceptual foundations of this new discipline.
On the practical side, demands for environmental reports to be externally verified can only realistically
be met once such an under-pinning guidance framework has been developed and operationalised.
Also, environmental reporting, though itself only in its infancy, is already beginning to mutate into
"sustainability reporting", "social reporting" and "triple bottom line reporting". We believe that, unless a
generally applicable qualitative framework for non-financial reporting is developed, these extensions of
corporate environmental reporting will fail to engender the support and credibility that their proponents
apparently expect.
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3.The objective of environmental reporting
3.1

In a world where the long term environmental sustainability of the planet is increasingly in question,
enterprises report on the environmental consequences of their activities, both beneficial and adverse,
so that the results of management'sstewardship of the environmental resources entrusted to it may be
demonstrated. The FEE Environmental Task Force defines the objective of external environmental
reporting as being "the provision of information about the environmental impact and
operational performance of an entity that is useful to relevant stakeholders in assessing their
relationship with the reporting entity".

3.2

In many cases users will wish to assess management's environmental stewardship or accountability so
that opinions can be formed about environmental status, policies and performance in general terms.
The consequences of this assessment will usually be one of a number of factors in influencing a user’s
opinion in regard to more specific decisions (such as the purchase of corporate assets). In the case of
governmental organisations the focus will usually be on management's accountability for use and
management of ‘public’ environmental resources.

3.3

In financial reporting there is a strong link with commercial or economic decisions, such as the
purchase/sale of shares, lending or corporate acquisitions and mergers. In most cases we think that
environmental reporting will not be focused on purely economic decision-making, although we
recognise that ‘general purpose’ environmental reports may often provide the only (partially reliable)
source of published information.

3.4

At present we believe that environmental reporting is used more to give a general understanding of
environmental issues, and related risk, and as an indication of performance levels. It is reasonable, we
believe, to expect that, as environmental reporting becomes more focused, and as practice with regard
to reporting environmental impact and performance becomes more sophisticated (particularly on a
sectoral basis), financial sector users will find that such reporting becomes increasingly more
important. This is where recognised qualitative characteristics have an important role to play in
establishing the credibility of the reported data.
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4.Users and their information needs
4.1

There are two main conceptual models that can be applied when deciding on the content
presentation of any kind of corporate reporting:

and

-The "Accountability Model " assumes that stakeholders are not always adequately
qualified
to
determine their own needs and/or that their needs are (or may appear to be) difficult to define. In this
case financial and/or environmental reporting recommendations are based largely on a normative
interpretation of ‘what users should know about’.
-

The ‘Users Needs Model’ makes the opposite assumption: i.e. that through a process of discussion
and involvement, the information needs of a range of potential users can be identified adequately in
advance of the reporting process, and can also be defined in terms of appropriate accounting
disclosures (based upon relevant recognition and measurement techniques).

4.2

In practice, corporate financial reporting is usually based on a mixture of both approaches, combining
some normative assumptions as to what the enterprise should be accountable for, with a practical
understanding (based upon empirical research) of what information users / stakeholders would actually
wish to receive.

4.3

In preparing this paper we have observed that, although both approaches can be identified in the past
and current practice of environmental reporting, the current trend amongst more progressive
companies is to seek to identify and involve stakeholders wherever possible. Thus this section is
therefore written from a user needs perspective.

4.4

The International Accounting Standards Committee (IASC) framework differentiates between seven
user-groups, and describes their needs in summary form. Although the IASC framework can be read
as incorporating a general assumption that there are needs which are common to all users, it should be
emphasised that the IASC framework is based upon on a primary assumption that the needs of
financial investors are pre-eminent, and that if their needs are met then the needs of most other users
will be partially met. Such research as has been carried out into the needs of users of environmental
reports (e.g. UNEP / SustainAbility 1996) shows that the information needs of different environmental
stakeholder groups can be substantially different, although these needs are not yet clearly defined or
well understood. Insofar as these needs can be identified they are set out in the rest of this section.
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Investors
4.5

Environmental performance is increasingly seen to have an influence (either directly or indirectly) over
financial performance and financial risk assessment. Investors in risk capital should probably obtain
most of the information they need from audited financial statements (e.g. on environmental provisions,
liabilities, contingencies, expenditures, benefits and other financial implications). We suspect that, at
present, they tend to make only general use of environmental reports.

4.6

For some other financial stakeholders, information needs may go beyond the narrowly financial, and
include could information to help them form a judgement on the environmental probity and
sustainability of the company. Non-financial environmental information may thus have an direct
influence over their investment decision-making .

Employees
4.7

Generally speaking, anything that can have an economic impact on their employers should be of
interest to employees. However, with growing general/public environmental awareness, for example of
the impact of business activities on non-renewable elements of the environment, employees may
increasingly request information purely to help them understand the enterprise’s environmental status.
They may take an interest in whether their employer is seen by local community groups and by wider
stakeholder groups as a responsible company. They will also need to see their employer’s business as
a going concern, recognising that environmental performance may have some influence on this.

Lenders
4.8

The information needs of lenders may be greater those of investors, certainly the banking industry has
been actively involved in the development of environmental reporting. Environmental reports should be
of particular interest to lenders if there are direct financial implications or risks associated with
environmental issues. Lenders will need to understand, inter alia, about the quality of an entity's assets,
its environmental management systems, it compliance record, it technological status and its marketplace positioning, as all of these may be influenced by environmental factors. We note that the Swiss
Bankers Association has been extremely active in defining which environmental disclosures it would
like prospective clients to make.
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Suppliers and other Trade Creditors
4.9

The needs of suppliers and other trade creditors will often be as those outlined above for investors and
lenders. Public environmental reports could help them to understand the environmental issues of their
major customers. Such an understanding may present them with a market opportunity to protect or to
expand their business through product support and because of their own (superior) environmental
performance.

Customers
4.10

Where environmental liabilities and regulatory compliance issues are relevant customers will have an
interest in information concerning the going concern status of a supplier. More commonly, however,
customers are recognising the links between them and their suppliers in terms of the environmental
life-cycle. Suppliers, through their use of certain substances and materials, may directly affect their
customers’ environmental performance. Some companies are already demanding that "first-line"
suppliers are accredited to a recognised Environmental Management System (e.g. ISO 14001). An
increasing number of companies are taking a positive interest in information which identifies and
illustrates the quality of environmental practices in the supply chain.

Governments and their Agencies
4.11

Government departments, with responsibility for environmental legislation, and the relevant
regulatory/enforcement bodies, have an interest in information that gives an indication or assurance of
good environmental management. This may help them in making regulatory decisions, which in turn
may affect the level and cost of monitoring and inspection. For example, many governments collect
data on environmental expenditures and regulatory (consent) compliance. Governments are also
responsible for making the public policy decisions which reflect society's response to calls for more
sustainable methods of managing our economies. Environmental reporting should reflect the response
and pace of progress of entities operating at the micro level.
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The Public
4.12

Enterprises affect members of the public in a variety of ways - as members of the local community, as
customers, as employees, as shareholders. Increasingly, members of the public wish to see that
enterprises are behaving as good neighbours in the local community, not just from a compliance
perspective, but also in respect of longer - term sustainability. Credible, understandable environmental
information will help them in their evaluation of this. Environmental performance may also affect an
enterprise’s longer-term viability, and in this respect members of the public will have an interest in
information that shows that the enterprise is making a contribution to the local economy.

Conclusion
4.13

Environmental reporting is typically directed at a variety of stakeholder groups, each with potentially
different information needs. A considerable body of research effort is currently being directed at the
"user needs" issue to identify more precisely the information requirements of different stakeholder
groups. The analysis above does not pretend to be exhaustive, but even such a brief survey of
potential information needs lays bare some common threads. To be useful to these various groups
environmental data must be:
1.
2.
3.
4.
5.
6.
7.
8.

4.14

Relevant
Reliable
Understandable
Neutral
Complete
Prudent
Comparable
Timely

These various qualitative characteristics are, of course, at the core of the conceptual frameworks
constructed for financial reporting purposes, and are discussed in more detail in Section 6 below.
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5.The underlying assumptions of environmental reporting
5.1

The building blocks of the IASC conceptual framework include "underlying assumptions" and
"qualitative characteristics". Broadly speaking the difference between an underlying assumption and a
qualitative characteristic is that underlying assumptions have a more direct and significant effect on the
absolute numbers reported. Qualitative characteristics are no less important for the overall credibility of
reporting, but tend to address non-financial, evidential issues.

5.2

Reporting on the nature of environmental impacts means that, in order to make the
processes of measurement and reporting feasible and credible, certain underlying
assumptions may need to be made about either the reporting enterprise or the data being reported on.
This is partly due to the fact that environmental impacts do not always naturally occur in the same time
period as the activity which has caused them. Similarly, impacts do not always occur within the
physical boundaries of the reporting enterprise. More importantly perhaps, there is a need to present
data in as uniform manner as possible if it is to be of any significant use to external stakeholders.

5.3

This Section (Section 5) considers the following "underlying assumptions" and Section 6 the following
"qualitative characteristics:
Underlying assumptions (Section 5)

Qualitative characteristics (Section 6)

1.
2.
3.
4.
5.

1.
2.
3.
4.
5.
6.
7.
8.
9.

The entity assumption
The accruals basis of accounting
The "going concern" assumption
The "precautionary principle"
The concept of materiality or
significance

Relevance
Reliability
Understandability
Neutrality
Completeness
Prudence
Comparability
Timeliness
Verifiability

The Entity Assumption
5.4
In any form of corporate reporting it is essential that the boundaries of the reporting
entity are clearly defined by management and reported clearly and explicitly in any
public statement. Financial accounting and reporting standards have been
developed to deal with variations in the form through which corporate control is
exercised (e.g. via joint ventures, associates or subsidiary operations).
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5.5
In financial reporting, identification of the legal status and boundaries of the reporting
unit are vital in determining accountability and in avoiding accusations of misleading
financial reporting (e.g. by ignoring "off-balance sheet liabilities"). In the case of
environmental reporting, it is similarly important to identify clearly the boundaries of
the reporting entity and not to permit or encourage the originator of, or contributor to,
environmental impacts to shelter within formal legal boundaries, as may be the case
in the purchase of sensitive materials such as rainforest hardwood.
5.6

Further, where organisations form part of a supply chain, comprehensive accountability may require
the total life-cycle impact of the product, from resource extraction to disposal, to be covered in some
way. Whilst it would be controversial (and possibly misleading) to require consolidated environmental
reports that included separate legal entities along the entire supply chain, it might nevertheless be
helpful to some users if environmental reports included reference to the more significant environmental
impacts (such as from off-site waste disposal) up - or down - stream from the reporting entity. The
traditional entity concept may therefore require modification for environmental reporting.

5.7

A minimum requirement for environmental reporting is therefore that the report itself (or any
accompanying verification statement) clearly identifies the extent to which the entity (as defined for
financial reporting purposes) is fully disclosing the significance and impact of its environmental
activities. Environmental reporting standards - when developed - should contain provisions which
stipulate disclosure relating to

•the legal (or administrative) scope of the reporting entity, and
•the completeness of disclosure vis a vis significant environmental aspects.
The Accruals Basis of Accounting
5.8

The practical application of the accruals basis of accounting requires that the results or impacts of
activities should be disclosed in the period in which those activities occur. In financial reporting, for
example, use of the accruals basis is driven by recognition of the “critical event” (as occurring at the
point of sale). There may, however, be variations on this central theme, including recognition of
revenue and profit on a percentage of completion basis in the case of long-term contracts.

5.9

For environmental reporting, the need for prompt reporting probably means that full recognition of
ultimate impacts will normally require an accruals approach based on the point of production, if not
earlier. Examples may include remote impacts from air emissions (acid rain), land pollution (potential
groundwater impacts), and raw material extraction (ecological disturbance). The inclusion of a "year
end physical inventory" section in some recent "eco-balance" statements (see for example, the Kunert
1995/96 Environmental report) illustrates the importance of adopting the accruals basis in
environmental accounting and reporting.
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5.10

Environmental reporting standards - when developed - need to address the accruals (or matching
concept) to ensure that production activities, emissions and waste are appropriately related from an
activity perspective.

5.11

There is still some debate relating to the timing (and measurement) of provisions for environmental
liabilities and remediation costs, in particular costs relating to the de-commissioning of long-lived
assets e.g. oil rigs or nuclear plants. The new international standard IAS 37 indicates that for financial
reporting ppurposes these liabilities will in future be provided for in full at current values at the time the
environmental damage is caused, before being discounted at an appropriate rate.

5.12

Despite the obvious potential applications of the accruals (or "matching") concept, however, it is clear
that from an environmental reporting perspective the link between event and environmental impact may
not always be obvious. In some instances an event (e.g. an accidental emission) may have no obvious
environment consequence until some years have elapsed. In other cases an environmental impact or
consequence may be identified (e.g. contaminated land) for which no causal event can ever be
identified.

The Going Concern Assumption
5.13

An enterprise which is categorised as being "a going concern" is generally expected to continue
operations for the foreseeable future (note that "foreseeable future" in
financial auditing terms is rarely longer than 18m months after the balance sheet date). This principle is
adopted in financial reporting with the result that assets are
conventionally carried at current or historical cost rather than at liquidation values.

5.14

Liabilities for environmental costs (such as land remediation) will need to be recognised in the financial
statements under the going concern concept, as long as there is either a legal or constructive
obligation present (see IAS 37 for more detail on these terms).

5.15

Since longer-term environmental impacts and prospective environmental legislation can be very
important for the financial statements it seems appropriate that environmental reporting standards when developed - should include a requirement for an environmental report to provide a clear
indication of whether the enterprise is capable of funding necessary remediation/clean-up procedures.

5.16

On a related point it can also be argued that whilst environmental liability provisions do serve to inhibit
the ability of a company to make distributions to its shareholders, this does not at the same time
guarantee the availability of cash resources to fund a necessary remediation process. In the event of a
corporate failure this may throw the cost burden onto the public purse. At a policy level there may be
strong arguments
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for requiring companies operating in environmentally sensitive industries to ensure adequate provision
of financial resources. In part this may be handled through the conventional insurance framework - but
for known long-term liabilities some form of "environmental bonding" could serve to insure society
should the organisation in question fail as a financial going concern.
5.17

Finally, it can be argued that as some enterprises may adopt Sustainable Development as the guiding
principle for reporting this would represent an extended interpretation of the going concern concept as
conventionally utilised for financial reporting purposes. This, however, would seem to be an attempt to
carry a good idea one step too far, since the concept of sustainable development involves a paradigm
shift embracing financial, environmental and social issues not easily identifiable in current experiments
in environmental reporting.

The “Precautionary Principle"
5.18

Understandably from almost all stakeholder perspectives, pollution prevention is always a preferred
alternative to post-contamination remediation or clean-up. From this prudential perspective has
developed the so-called "precautionary principle" - a principle often cited by policy makers and green
lobby groups as a defence against the introduction of new technologies and procedures .

5.19

The operation of the "precautionary principle" is illustrated in this short extract adapted from
“Environmental Science for Environmental Management” by T. O’Riordan
-

5.20

there should be thoughtful action in advance of scientific proof of cause;
decision-makers should leave ecological space as “room for ignorance", or as a margin of error,
because of lack of information or scientific evidence;
there should be a reversal in the normal “burden of proof”, from affected party to the corporate
decision-maker.

We believe that environmental reporting policy disclosures - when developed - should include a
requirement to inform users as to whether or not the precautionary principle is embedded in the
environmental policies, programmes and decision-making processes of the reporting entity.

The Materiality Principle
5.21

Materiality is a principle which is related to relevance and which is sometimes referred to as a
"threshold characteristic" (see ASB 1996). The underlying assumption here is that information is only
relevant to a user if it is material in financial terms - which means does its presence or absence
influence
the
user's
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decision? For financial reporting purposes materiality is usually assessed by preparers and auditors in
strictly financial terms, as a (commonly accepted) percentage of some "headline" accounting number such as turnover, operating income, net assets employed etc.
5.22 We believe, however, that the application of the materiality concept in environmental reporting situations is
more complex than in financial reporting, and heavily dependent on the nature and circumstances of an
item or event (as well as its scale). In particular, the carrying capacity of the receiving environment (such
as availability of landfill capacity or background air pollution levels) will be just one factor in the materiality
of the release / discharge of one tonne or one kilogram of waste, air emissions or effluent.
5.23

Furthermore, what will be considered as material by one user group, may be different from the view of
another group. What is important for the producer of the environmental report is that the results of
reasonable study and analysis of user needs, and related decisions or uses of information, will be
important in determining relevance and materiality.

5.24

We suggest that environmental reporting standards - when developed - should address the issue of
materiality from an empirically researched and scientifically supportable environmental impact / user
driven perspective.
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6The importance of qualitative characteristics in environmental reporting
6.1

In financial reporting it is considered that qualitative characteristics are the attributes that make
published information useful. At the highest level of conceptualisation "usefulness" is usually equated
with "relevance" on the basis that information will not relevant unless it is useful for decision-making
purposes. Similarly, something that is not relevant for decision making is unlikely to be useful to the
user. We suggest that appropriately modified interpretations of the same characteristics will enhance
the usefulness) or relevance of environmental reporting.

Relevance
6.2

To be useful, information must be relevant to the decision-making needs of user-groups. In
environmental reporting, it is likely that the predictive role of information may be less important than is
the case in financial reporting. The most relevant information is likely to be useful for attentiondirecting, knowledge-building and opinion-forming rather than clear decision-making. In environmental
reporting the issue of what is or is not relevant may best be gauged as a result of surveys of
stakeholder needs (such as those conducted by UNEP/SustainAbility, or at the corporate level by many
companies including Glaxo Wellcome, BP and IBM).

Reliability
6.3

Information has the quality of reliability when it is free from bias and material error. Users should be
able to depend upon the fact that the information is faithfully represented. A number of different interlinked attributes contribute to reliability:

6.4

Valid description: the way in which environmental aspects are described will be Important for the users’
understanding. This is of particular importance in environmental reporting where it is often the case
that reports are technical in nature. The common characteristics that exist between generic types of air
emissions, waste water discharges and wastes should allow some guidance to be given on the types of
description that might be considered to be valid. How ‘waste’ is described , or air emissions are
referenced could vary considerably between reports, and lead to confusion.

6.5

Substance: presenting the information in accordance with their environmental
substance and reality rather than a strict legal form is important. In environmental reporting, the data
may often be accurate but without context or benchmark it may not be useful. For example, a furniture
manufacturer that produces hardwood furniture may present accurately the quantity of wood procured,
but it will require the ‘substance’ of the source of that timber to be within a valid context. Similarly,
should we talk only of sulphur dioxide emissions? or should we also discuss the contribution of SOx to
acid rain, or the capital investment requirements of flue-gas desulphurisation?).
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6.6

Neutrality (freedom from bias): environmental reports are not neutral if by selection/omission or
presentation of information they influence a decision or judgement. The omission of controversial
issues, such as frequent pollution incidents, or historical land contamination, or the storage of highly
toxic/hazardous materials may bias the judgements and opinions of the user groups. The absence of
generally accepted environmental reporting standards currently leaves any report open to charges of
deliberate selection.

6.7

Completeness: making a report more complete in its coverage of environmental issues will help to
make it neutral and to reduce the risk of bias. All significant issues, which may be considered to be
material, should be reported. Consideration should be given to the reporting of indirect, as well as
direct, environmental effects. Once again, the absence of generally accepted environmental reporting
standards means that reports are often criticised for being "incomplete".
(Note: completeness from the reporting entity angle was discussed in paras 5.4 - 5.7 above)

6.8

Prudence: related to the Precautionary Principle (see paras 5.18 - 5.20 above). Uncertainty is a major
factor in environmental reporting, particularly concerning the likely or potential consequences of
environmental incidents and uncontrolled releases. The exercise of a proper degree of prudence in
environmental reporting should serve to ensure that
1. adverse environmental impacts are not downplayed;
2. uncertain environmental impacts are not reported prematurely;
3. positive environmental progress is not misreported - for example by claiming that the entity is
"sustainable" in some way or other.

6.9

As noted above, the qualitative characteristic of ‘prudence’ may be linked to the ‘precautionary
principle’ - for example the reporting entity may wish to demonstrate its prudent anticipation of ever
more stringent environmental laws. By the same token it may be imprudent to make claims of
improvements, as yet unrealised, as a result of investments. For example, a statement that capital
expenditure has been made to reduce discharges to a local river in order to reduce pollution levels
should not lead people to believe that the quality of the river has already been improved.

Understandability
6.10

Understandability is an essential quality of any form of reporting. In financial reporting, however, a
reasonable knowledge in business and economic activities and accounting is assumed. In
environmental reporting such knowledge may not be sufficient to enable the user to readily understand
the information being presented, although a broad understanding of the problems facing an industrial
sector should be assumed.
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6.11

In financial reporting, the basis for the IASC assumption is perhaps the general level of education and
experience of the assumed ‘primary’ user group; in other words investors. In environmental reporting it
is not at this stage valid to identify any single group as the ‘primary’ user group. Also it is difficult to
make general assumptions about the level of environmental education and experience of user groups.
Consequently technical and scientific terms should be used carefully and explained within the report.
To make environmental reports more understandable, further research is required into the levels of
technical information that can be presented while ensuring that the report will be readily
understandable.

Comparability
6.12

Users of environmental information will want to monitor and compare the results of environmental
performance over time in order to identify significant trends. Users will also wish to compare the
results of different enterprises, particularly within industry sectors. Consistency in the recognition,
measurement and presentation of environmental information is therefore essential. Consistency
should initially be established internally, determined by the information needs of the enterprise’s user
groups. Caution is needed when seeking to benchmark between enterprises within the same sector, as
even apparently minor differences in process and product can be significant in terms of environmental
effect. As with financial reporting, it is important that corresponding information be reported for
preceding periods.

6.13

There is a considerable amount of effort currently being expended on the development of appropriate
benchmarks and environmental performance indicators (for example by the CERES GRI, by the World
Business Council for Sustainable Development and by the UN ISAR group of experts). These initiatives
range from the generic (e.g. the ISO 14031 environmental performance evaluation measures) to the
specific (e.g. metrics appropriate to, for example, the water or telecoms industries). In the longer term
we assume that the appropriateness of the metrics selected for publication will pass some "generally
accepted" test.

Timeliness
6.14

This is not addressed by the IASC Framework as the reporting periods for financial reporting are well
defined, in many cases within company law. For environmental reporting, however, some guidance is
required to set out how the frequency of reporting should be determined. One of the problems not yet
directly addressed by preparers of environmental reports is that the ecological impact cycle of their
operations may not easily lend itself to meaningful public reporting in that it may not be as predictably
cyclical in nature as the financial cycle. An alternative formulation of this argument is to say that
"continuous improvement" may not be easily identifiable if the reporting cycle is too short.
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6.15

Schaltegger et al (1996) identify the following timing possibilities:
1. a separate environmental report is published at the same time as the financial
report
2. a separate environmental report is published at another time than the financial
report
3. the environmental report is integrated within the annual report band accounts
package

6.16

At this time we do not seek to prescribe how and when environmental reports should be published. We
recommend, however, that all environmental reports contain a clear indication of the reporting period
covered and the reasoning behind the choice of reporting period and/or frequency of reporting.

6.17

Some reporters have chosen to issue full reports each year. Others have indicated that the "pace of
change" in systems and processes is relatively slow - thus, in their view, necessitating a full report only
every two or three years. Such reporters normally produce short-form interim reports dealing with key
emissions / performance data. We suggest that in the longer term, the increasing use of the internet for
publishing environmental reports may make questions regarding the regularity of reporting redundant.

Verifiability
6.18

It is a sine qua non of external reporting that for reports to be credible in the eyes of a user, then the
report should be verified or attested to by an independent third party. It follows that the information
contained within the report and which is the subject of the independent third party's opinion should
possess the characteristic of verifiability.

6.19Financial statement standard setters have historically sought to keep the content of
the audited accounts narrowly focused on financially quantified objectively
determined data in the belief that such data is more verifiable than non-financial values-derived
information. Environmental reporting techniques are now beginning to evolve towards a point where
environmental management systems are providing increasing amounts of objective, verifiable physical
data.
6.20

It remains the case, however, that environmental reports typically contain some information that is
neither objectively determined nor physically quantified. In our view it is important that statements
provided by independent verifiers clearly identify the scope of their examination and the verification
standards applied in order that unsupported assertions or unverifiable data can be highlighted by the
user. FEE is activly working on a discussion paper dealing with environmental report verification
practices.
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7.

Elements of environmental reporting

7.1

Although the focus of this paper is on developing a framework of fundamental assumptions and
qualitative characteristics which underpin environmental reporting, there is a strong case for extending
the framework to provide guidance on the elements to be included within environmental reports. Most
of the existing guidelines (see appendix 2) address only content issues.

7.2

However, there remains an urgent need for further definition and increased clarity as regards content.
Without such definition and clarity, environmental reports will not be comparable and, as a result, may
be an irrelevance to many users. At the time of writing, some agreement appears to be emerging on
both content and presentation.

Content
7.3

The United Nations Environmental Programme (UNEP) has published a statement identifying fifty core
features of environmental reports. A summary of these is set out in Table 1 below. There is
considerable common ground between the UNEP guidance and other similar pieces of guidance. It
also appears that the UNEP guidance is becoming the accepted reporting yardstick in that it is now
regularly referred to in third party verification statements when the verifier is identifying the reporting
standards used.

7.4

It is important to recognise that the UNEP approach is primarily intended for application in the case of
separate (stand alone) environmental reports. Where environmental reporting is integrated into the
annual report and accounts package, a shorter set of key elements may be appropriate (although the
need for a firm under-pinning framework of assumptions and qualitative characteristics should not be in
any way diminished).

7.5

The UNEP guidance operates at the highest level (Level 1) of an emerging hierarchy of disclosure
levels being evolved by, amongst others, the WBCSD, CERES and the Tellus Institute. The three
levels most commonly cited, together with examples of their use, are illustrated below:
Level 1 Category

A Category is the broadest class of topic on which information might be
desired. For example, an environmental category might be energy use

Level 2 Indicator

An Indicator is the next narrower specification of information regarding a
category. There may be more than one Indicator for a given category. For
example, the Category energy use may have several indicators, such as
total energy consumption, non-heating energy use, energy conservation
etc.
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Level 3 Metric

A Metric is the narrowest specification of information. Again, there might
be more than one Metric for a given indicator. For example, the Indicator
total energy consumption may have several Metrics, such as Joules per
year, kWh per unit product, kWh per unit value added etc.

Source: "Categories, Indicators and Metrics for Social responsibility - A First Cut" by R Graff and S
Helms (Tellus Institute 1998)

Table 1: UNEP/SustainAbility 50 core reporting elements
I. Management Policies & Systems
1. top management statement
2. environmental policy
3. environmental management system
4. management responsibility and
accountability
5. environmental auditing
6. goals and target
7. legal compliance
8. research and development
9. awards
10. verification
11. reporting policy
12. corporate context
II. Input/Output Inventory
Inputs
13. material use
14. energy consumption
15. water consumption
Process management
16. eco-efficiency / clean technology
17. health & safety
18. accident & emergency response
19. risk management & EIAs
20. land contamination & remediation
21. stewardship of local habitats & ecosystems
Outputs
22.
waste 25. noise & odours
minimisation
&
management
23. air emissions
26. transportation
24. water effluents

Products
27. life-cycle design
28. environmental impacts
29. product stewardship
30. packaging
III. Finance
31. environmental spending
32. environmental liabilities
33. market solutions, instruments &
opportunities
34. environmental cost accounting
35. charitable contributions
IV. Stakeholder relationships
partnership
36. employees
37. politicians, legislators & regulators
38. local communities
39. investors
40. suppliers & contractors
41. customers & consumers
42. environment groups
43. science & education
44. other
V. Sustainable development
45. technology co-operation
46. global environment
47. global development standards
48. global operating standards
49. visions, scenarios, future trends
VI. Report design
50. report design
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7.6

We strongly recommend further research into the development of
(a)

a widely acceptable generic framework for "elements" of environmental reports, and

(b)

a "short form" version of the UNEP 50 key elements suitable for inclusion within the annual
report and accounts package when considered appropriate.
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8. Recommendations and conclusions
8.1

8.3

The work of the FEE Environmental Task Force sub-group on environmental reporting has led to the
following conclusions and recommendations:
-

environmental reporting is now established as a mainstream element of corporate reporting, but
there is an urgent need to improve the conceptual under-pinning and thus the quality of external
environmental reporting itself.

-

conceptual under-pinning requires the development of a framework of general assumptions and
qualitative characteristics. In this paper we have explored the relevance of existing conceptual
frameworks (particularly that developed by the International Accounting Standards Committee)
to environmental reporting issues. We find that at the qualitative level of reporting the
accounting framework is highly relevant.

-

this draft has identified a range of such qualitative characteristics and has sought to establish
their environmental relevance and context. Some , however, require further discussion and
development.

-

the framework of assumptions and qualitative characteristics set out in this paper is
complementary to and supportive of the work being carried out by other groups on the issue of
the content of / elements of environmental reports.

-

similarly, the FEE itself is preparing a discussion paper on the independent verification of
environmental reports. This, together with the present paper on qualitative characteristics and
the work still to be done on elements, are essential ingredients of a total package which defines
the reporting standards to be applied.

In principle, the FEE Environmental Task Force supports and encourages further development of an
inclusive environmental reporting framework based around
(a)
the assumptions and qualitative characteristics identified in Section 5 and 6 above;
(b)the UN 50 key elements (see Section 7); and
(c)a hierarchy of elements such as is currently being evolved by various groups
(see also Section 7).
We believe that FEE should engage in consultation with relevant individuals and organisations in order
to agreed a general reporting framework which we also believe should, eventually, be adopted
internationally.
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8.4

The core features of this reporting framework can, we believe, be summarised as follows
Underlying assumptions

Qualitative characteristics

Elements of reporting

The following assumptions are
assumed
to
underpin
the
preparation of all environmental
reports:

In (a) obtaining and shaping data
for inclusion in environmental
reports and (b) considering the
timing and scope of the report itself,
the
following
qualitative
characteristics are assumed to
have been incorporated:

The contents of stand alone
environmental reports should
normally be closely related to
the UNEP 50 core elements
on the

1.
2.
3.
4.
5.
6.
7.
8.
9.

- indicator

1. the entity assumption
2. the accruals basis of
accounting
3. the "going concern"
assumption
4. the "precautionary principle"
5. the concept of materiality or
significance

8.5

Relevance
Reliability
Understandability
Neutrality
Completeness
Prudence
Comparability
Timeliness
Verifiability

- category

- metric
hierarchical structure being
developed
by
WBCSD,
CERES, Tellus and others.

At minimum the FEE believes that environmental reports - whether stand alone or integrated into the
annual report and accounts package - should include information on the following issues:
Ü

Business policy and strategy, including the organisational steps that are being taken to improve
performance. Programmes to incorporate environmental considerations into areas such as
product design and purchasing may be relevant.

Ü

Environmental management systems, including the specific operational controls that are in place
to achieve control and performance improvement. We believe that all reporting entities should be
encouraged to report against plans, objectives and targets.

Ü

Environmental impact, in terms of any change (adverse or beneficial) which has occurred in
ecological terms:

- the elements of the company’s activities (environmental effects) which may give rise to environmental
impact. This will cover items such as quantities of emissions, discharges and waste disposal, as well
as the rate of usage of raw materials and natural resources (energy, water, material extraction)
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- potential impacts associated with past activities, which may be translated into
future liabilities. In such cases the existence of impact may be known, but
there will typically be uncertainty regarding its extent and importance
Ü

Direct and indirect effects: the normal subjects of environmental reporting will be those
environmental effects over which the company has some immediate and direct control. It is
important, however, that the indirect effects (upstream and downstream) are acknowledged and
understood if the ultimate goal of the reporting entity includes a move towards more sustainable
modes of operation
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9.

Next steps

9.1

Existing guidance on environmental reporting has so far not benefited adequately from the expertise
that is available within the accountancy profession. It is proposed that the FEE should continue to work
on this project, with the involvement of selected key players in the environmental reporting field.

The proposed terms of reference are as follows:
-

to consult as necessary with appropriate companies, academic organisations, environmental
specialists, accountancy bodies, research organisations and other specialists in developing the
Framework;

-

to prepare a draft ‘Framework for the Preparation and Presentation of Environmental Statements’
incorporating qualitative characteristics for environmental reporting;

-

to issue a document for wider consultation setting out the proposed conceptual framework and related
guidance, as part of a process for developing standards, in environmental reporting.

9.2

This proposal provides an opportunity to bring together the accountancy and
environmental
professions, and for accountants to be able to make a valuable contribution. We believe that without
this kind of work, it is unlikely that environmental reporting will become as accepted and as used as
financial statements. Environmental reporting must become more disciplined and provide information
to higher standards.
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Appendix 1
Surveys of current environmental reporting practice
Various surveys of environmental reporting practice have been carried out over the past 5 years. For the
purposes of this paper the annual "International Survey of Environmental Reporting" conducted by KPMG is
probably the most relevant. A summary of the findings of the most recent 1996 KPMG survey is set out below:
•

the figure below presents the findings of an international survey of environmental reporting undertaken by
KPMG Sweden and published in 1997.
The survey covered the 100 leading companies (in terms of market capitalisation) in each of 12 countries
(USA, Canada, Australia, New Zealand, United Kingdom, the Netherlands, Belgium, Switzerland, Sweden,
Denmark, Norway and Finland). The results are drawn from the 804 annual reports received (out of a
possible 1150) and the 192 environmental reports also received.
Current trends in environmental reporting - the 1996 KPMG International
survey
• annual reports: overall, 556 (69%) of companies surveyed mentioned the
environment in their annual reports - a dramatic increase over the 37% found in
the previous (1993) survey
• country differences: 95% of Norwegian companies mention the environment in
their financial statements - [US = 86%]. New Zealand [39%] is the only country
in the survey where the figure falls below 50%.
• reporting on environmental costs and environmental policies: 18% of
companies either include environmental costs in the financial statements or the
notes to the financial statements, and/or set out an accounting policy on the
environment. In the USA, 70% of companies surveyed include financial
information on the environment - disclosures driven by the requirements of the
Securities and Exchange Commission for disclosures of environmental
contingencies and liabilities.
KPMG suggest that "for the most part Europe is far behind North America .....
however this may change when the initiatives currently underway regarding
accounting requirements for environmental issues result in legal requirements
and/or accounting guidelines.
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• position of environmental disclosures in annual reports: 31% of companies

mention the environment in the equivalent to the director's report or
management's discussion and analysis.
• references to environmental report in annual report: KPMG note the surprising
finding that, of the 556 companies mentioning the environment in their annual
report only 85 referred to separate environmental publication. This means that
less than half of the 192 companies that submitted an environmental report for
the purposes of the survey mentioned the fact that they had issued such a
report in their annual report to shareholders.
• environmental reports: 192 (23%) of the companies surveyed produce some
kind of environmental report (compared with 13% in the 1993 survey) reasonably enough, and reflecting actual practice, KPMG include in their
definition of environmental report a separate section of 3 pages or more dealing
with environmental issues within the annual report itself).
• industry environmental reporting: more than 70% of the companies in the
chemical industry publish environmental reports - forestry, paper, pulp, and oil
and gas are the next best represented sectors.
•

The KPMG survey provides reassurance that large companies world-wide have now adopted the
reporting of environmental issues - whether through the annual report to shareholders or through a
separate, free-standing environmental report - as a part of their normal day to day corporate
governance/corporate reporting mechanisms. Environmental disclosure, however, is not the subject of
mandatory disclosure requirements anywhere in the world save in a number of restricted situations
(e.g. USA - TRI disclosure requirements; Denmark - mandatory environmental reporting for particular
industry groups; Thailand - Bangkok Stock Exchange listing requirements). Elsewhere, environmental
disclosures in annual reports vary widely in scope and quality, as do stand alone environmental
reports: there is little consistency and not much scope for inter-company comparison or benchmarking.

•

It is also worth noting that such environmental reporting as there is going on at end 1996 is largely
restricted to multi-national companies and developed countries. Extending the size range of companies
when looking for environmental disclosures can produce dramatically different results as illustrated by:
(a)

the 1996 annual survey by the UK based "Company Reporting" newsletter; and

(b)the 1997 survey of the FTSE 350 by PIRC.
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Environmental reporting by company size
KPMG 1996 Survey
69%
of
top
100
companies surveyed in
12 countries report on
environmental issues in
the annual report
"Company Reporting" 29%
of
682
UK
(May 1996) - based on companies
surveyed
1995 UK survey
report on environmental
issues within the annual
report
PIRC 1997 survey of ....
FTSE 350
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up from 37% in 1993

down
from
32%
reported in the CR 1994
survey (not necessarily
the same sample of
companies each year)
......

Appendix 2
Environmental reporting guidelines
A number of sets of environmental reporting guidelines have been published. These include:
ACBE

ACCA
CBI
CERES

(UK
Government's)
Advisory
Committee on Business and the
Environment
Association of Chartered Certified
Accountants
Confederation of British Industry (UK)

CIA

Coalition
for
Environmentally
Responsible Economies (US)
Chemical Industries Association (UK)

D&T

Deloitte & Touche (Denmark)

Denm'k

Statutory
requirements
on
environmental reporting
?
European Federation of Financial
Analysts' Societies

DIN
EFFAS

EMAS

EC Eco-Management
Scheme

FEEM

Fondazione ENI Enrico Mattei (Italy)

GEMI

Global Environmental Management
Initiative (USA)

ICAEW
ICC

Institute of Chartered Accountants in
England and Wales (UK)
International Chambers of Commerce

ISAR

United Nations

and

Audit

Environmental Reporting and the
Financial Sector - An Approach to
Good Practice (1997)
Guide to Environment and Energy
Reporting and Accounting (1997)
Introducing Environmental Reporting Guidelines for Business (1993)

Reporting to Your Local Community
(1995)
Assessor's manual for the Analysis
and
Evaluation
of
Corporate
Environmental Reporting (1996)

?
Eco-Efficiency and Financial Analysis
- The Financial Analyst's Views
(1996)
Requirements for the environmental
statement
(1993)
Company Environmental Reports Guidelines for Preparation (199?)
Environmental Reporting in a Total
Quality
Management
Framework
(1994)
Environmental Issues in Financial
Reporting
The Business Charter for sustainable
Development (199?)
Conclusions on Accounting and
Reporting
by
Transnational
Corporations (annual)
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/

The 100 Group of Finance Directors
(UK)

PERI

Public
Environmental
Reporting
Initiative (USA)
United
Nations
Environment
Programme (& SustainAbility)

UNEP

WICE

World Industry Council for the
Environment (now part of WBCSD)

Environmental
Reporting:
the
Hundred Group Statement of Good
Practice
The PERI Guidelines (199?)
Engaging
Stakeholders;
2
nd
International Progress Report on
Company Environmental Reporting
(1996)
Environmental
Reporting
a
Managers Guide (1994)

One of the most commonly cited guidelines - the UNEP/SustainAbility guidance - is actually a distillation
several of the above. If the published guidance to date has any major omissions these are:
1.a reluctance to focus on economic / financial issues
2.

an absence of any theoretical under-pinning of the sort attempted in the current FEE draft on
qualitative characteristics in environmental reporting
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Appendix 3
Conceptual frameworks for financial reporting
EuropeFEE study ""FEE Comparative Study of Conceptual Accounting Frameworks in Europe " (FEE May
1997) reviews conceptual
accounting frameworks as developed in the following EU and non-EU countries:
- the EUAustria, Belgium, Denmark, Finland, France,
Germany, Greece, Ireland, Italy, Luxembourg,
Netherlands, Portugal, Spain, Sweden, UK
- Non EUCzech Republic, Norway, Hungary, Switzerland
Amongst the conclusions of the FEE study are the following comments:
1."Despite the accounting harmonisation achieved by the Accounting Directives, numerous different concepts
and interpretations still exist
in EU member States and (these) explain persistent important
differences in accounting practices" (p11)
2."In order to progress accounting comparability at a European level and influence the international accounting
standardisation process there is an overall need to understand and solve internal inconsistencies in Europe.
The survey concludes that, without a framework, it will be difficult and this may prevent the right solutions
being found" (P11)
3." Given that a written an accepted one (framework) already exists at an
Framework - see below and Appendix
4), any attempt to write a European Framework would be of doubtful
use. " (P11)

international

level

InternationalInternational Accounting Standards Committee "Framework for the Presentation
Statements" (IASC 199?)
UKAccounting Standards Board "Statement of Principles" (ASB
Exposure Draft 1996)
USAFinancial Accounting Standards Board "Statements of Financial
Accounting Concepts 1 - 6" (FASB 1986)
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(the

of

IASC

Financial

Appendix 4
International Accounting Standards Committee "Framework for the Presentation of Financial
Statements"
The IASC framework is structured as follows:

The Objective of Financial Statements
Financial Position, Performance and Changes in Financial Position

Underlying assumptions
(1) accruals basis

(2) going concern

Qualitative characteristics of financial statements
Understandability
Relevance (> Materiality)
Comparability
Constraints on relevant and
reliable information

Reliability
( > faithful representation
> substance over form
> neutrality
> prudence
> completeness)
Timeliness
Balance between Benefit and Cost
Balance
between
Qualitative
Characteristics

True and fair view // fair presentation

The Elements of Financial Statements
Financial position
Assets
Liabilities

Performance
Income
Expenses
Equity

Recognition of the elements in the financial statements
Measurement of the elements in the financial statements
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FEE’S ACTIVITIES IN THE AREA OF ENVIRONMENTAL REPORTING AND ENVIRONMENTAL
AUDITING
FEE Discussion Paper on the Audit of Environmental Reports - Paper 2
The draft discussion paper examines the audit of environment reports and the issuing of opinions. It
discusses in relation to the audit of environmental reports acceptance of the engagement, planning
the audit, audit procedures, quality controls in relation to the audit and the expert statement. Within
FEE there is still a heavy debate on the contents of the discussion paper focusing on the wording of
the expert statement and the extent to which a parallel with auditing of financial statements exists. It
is not possible for us at this stage to put the paper already in the public domain.
Presenter Mitchell Hogg is however pleased to give the audience insight into the main ideas of the
paper and to discuss with the audience the issues which turned out to be controversial within FEE.
FEE is the representative organisation for the accountancy profession in Europe, grouping together 38 professional
bodies from 26 countries, with a combined membership of approximately 400.000 individuals. FEE operates an
Environmental Task Force which is active in the field of environmental accounting, environmental reporting and
environmental auditing.

FEE Environmental Task Force
FEE
rue de la Loi 83
B - 1040 BRUXELLES
Tel. + 32 (2) 285 40 85Fax. + 32 (2) 231 11 12E-mail: Secretariat fee.be
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FEE’S ACTIVITIES IN THE AREA OF ENVIRONMENTAL REPORTING AND ENVIRONMENTAL AUDITING
FEE Research Paper on Expert Statements in Environmental Reports - paper 3
This Research Paper was published by FEE in 1996. Some recent research has been undertaken and updated information
will be presented at the workshop by Nancy Kamp Roelands - Dutch member of the FEE Environmental Task Force.
FEE is the representative organisation for the accountancy profession in Europe, grouping together 38 professional bodies
from 26 countries, with a combined membership of approximately 400.000 individuals. FEE operates an Environmental
Task Force which is active in the field of environmental accounting, environmental reporting and environmental auditing.
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1. INTRODUCTION
1.1

Background

Accounting for, and reporting on, the environment have become increasingly relevant to business as the environment has
become a much more urgent economic, social and political problem throughout the world. A growing number of
companies report on the environment in financial statements or in separate environmental reports either at corporate level
or at site level (as required in EMAS). In order to enhance the credibility of and add value to these reports, an expert
statement is often attached following "audit".
Under the Eco-Management and Audit Scheme (EMAS Regulation 1836/93) environmental statements should be
validated by an accredited environmental verifier. There is a continuing debate as to whether a simple signature would
be sufficient or whether an expert statement is needed as a message to the outside world.
At this early stage in the development of auditing environmental reports, certain problems may occur in issuing expert
statements:
(1)

The basis for an environmental report should be an adequate environmental information system. Most
companies however are still developing such a system. The information system is usually the least developed
part of the environmental management system (EMS). Also, in collecting the basic data on environmental
performance there seems to be a certain variance in the data, for instance because emissions are not continuously
measured but are also estimated and because the company deals with a variety of emissions.

(2)

At this moment, no generally accepted standards exist regarding:
- measurement methods for emissions
- accounting for environmental performance
- the design of an environmental report
- auditing environmental reports
- wording of expert statements
The lack of generally accepted standards for auditing environmental reports may result in differences in audit
procedures. Consequently the expert statements on environmental reports may also differ both in form and in
content, as well as in the degree of assurance they purport to offer.

(3)

At this moment assignments differ. Auditing environmental reports is not mandatory and therefore companies
can conduct assignments that differ, regarding for instance:
- the scope of the audit
- the objective of the audit
- the level of assurance
- the comparison criteria that should be used.

As long as auditing environmental reports is voluntary the company may choose the scope of the assignment and the
required level of assurance. It may choose to pick only those issues on which environmental performance is improving.
Furthermore, so long as users of environmental reports have not been clearly identified, materiality levels may be defined in
different ways.
At this early stage, not all the information in the environmental report will be auditable. If this becomes clear during the
audit, the environmental report or the scope of the audit may be restricted. Published expert statements may also be biased
towards positive statements, since companies are not obliged to publish the statement.
In view of the variety of practices apparent, we have conducted a survey of existing expert statements both in corporate
environmental reports and EMAS environmental statements as provided by a wide range of
professionals including accountants.
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This FEE Research Paper is intended to contribute to the international debate on the wording of environmental expert
statements.
FEE is the representative organisation for the accountancy profession in Europe, grouping together 34 professional bodies in
22 countries, with a combined membership of approximately 350.000 individuals.
1.2 Acknowledgements
This survey has been carried out and has been written for FEE by Ms Nancy Kamp-Roelands - Tilburg University. FEE
gratefully acknowledges her very considerable efforts. The study has been prepared under the responsibility and supervision
of FEE's Environmental Task Force.
1.3 Structure
Chapter 2 provides an executive summary of the discussion memorandum. Chapter 3 reports on the scope of the study, with
chapter 4 providing the theoretical basis for the empirical research by discussing "auditing" environmental reports. Chapter
5 discusses the results of the survey of expert statements with separate sections on corporate environmental reports and
EMAS environmental statements. Chapter 6 provides results of a study on expectations of companies and the interpretation
of expert statements included in environmental reports. This survey is carried out on companies which published
environmental reports and professionals who audited these reports. The related questionnaire is included in Appendix 3.
Chapter 7 offers some overall conclusions and recommendations. Examples of suggested expert statements for audit, review
(both with positive and negative assurance) and EMAS validation are illustrated in Appendix 2. Appendix 1 lists companies
included in the corporate environmental expert statement survey. Appendix 4 includes copies of the expert statements both
for corporate environmental reporting and some selected examples for EMAS validation. Appendix 5 includes the IFAC
suggestions for expert statements.
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2. EXECUTIVE SUMMARY
An increasing number of companies issue environmental reports both at corporate and site level on a voluntary basis.
Often, an expert statement is attached to these reports in order to enhance their credibility. However no standards exist
on auditing environmental reports or for the wording of the expert statement.
This report analyses expert statements included in environmental reports, including a selection of EMAS environmental
statements. The objectives of the research are:
- to gain an insight into the way expert statements are, and can be, stated; and
-to gain an insight into the expectations of companies and potential users which are relevant for the wording of the
expert statements.
The latter was achieved by distributing a questionnaire to a sample of companies and the independent professionals who
audited their environmental reports. Based on our analysis, recommendations are made for the contents of the expert
statement. Some examples of suggested statements are illustrated in the appendices to this report.
Conformity and reliability of environmental reports
In preparing to conduct an environmental report it is necessary to consider first the scope of the audit and whether it
covers the corporate or site level. The objectives will be set in negotiation with clients and are influenced by regulators
and users of environmental reports. Audit objectives can include effectiveness, efficiency, verifiability and compliance
with regulations or internal policies. Different audit objectives will lead to different types of assignment. Given the audit
objectives, criteria have to be established against which the auditor can assess the extent to which the audit objectives have
been met. In the ideal situation, these criteria are authoritative standards or similar criteria. These are, however, not yet
available so that the audit is mainly a process of professional judgement. Sources of criteria can be laws and regulations,
jurisprudence, professional literature, experience from the past, comparative situations, client demands and user demands.
The audit process may contain several stages including investigation of the subject matter of the audit, inspection of the
system of planning and control, examination of the data, evaluation of performance and reporting of the findings thereof.
It is important to define the responsibilities when auditors with different expertise are involved. The wording of an expert
statement should be such that no unreasonable expectations are created than can be justified by the audit work performed
and the expertise of the auditor. As no standards yet exist, neither for the audit nor for the wording of the expert
statement, the criteria and the audit work performed should be described in detail. It seems unlikely that a conclusion
paragraph in the expert statement expressed in terms of a "true and fair view" could be justified at the present time.
Analysis of expert statements
Corporate environmental reports
Many companies in Austria and Germany have compiled eco-balances which are not subject to obligatory audits.
Scientists advise the companies in implementing eco-balances and designing environmental reports, and an after word is
sometimes attached to the environmental report. For Iceland, Ireland, Israel, Italy, Greece, Luxembourg, Norway,
Portugal, Spain and Sweden no expert statements in corporate environmental reports and no corporate environmental
reports at all were reviewed. In Sweden, however, in 1996 the first expert statements were included in the 1995
environmental reports. Expert statements included in environmental reports from Belgium, Denmark, Finland, France,
Switzerland, Netherlands and the United Kingdom were analysed as follows:
1. Who signed the expert statement ?
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2. What was the structure of the expert statement ?
3. What was the scope of the assignment ?
4. What was the objective of the assignment ?
5. What rules/criteria were used to assess whether the objectives were met ?
6. What was the wording of the conclusion paragraph in the expert statement ?
In most of the cases (70%), environmental consultants audited the corporate environmental reports. In only 30% of the
cases did accountants perform the audit. No multidisciplinary teams of accountants and other environmental experts that
signed the expert statement were observed. There was no uniformity in the contents of expert statements. However, it
could be observed that the statements of the environmental consultants were much more detailed than those of the
accountants particularly in their descriptions of good environmental practices and of audit work performed. Expert
statements within environmental reports of the same company noted over the years hardly changed, even where there was
a change of auditors. The scope of the assignment, although not always clearly defined, covered quantitative and
qualitative data in the environmental report. A difference between the perception of review and the related negative
assurance occurred between accountants and environmental consultants.
The objective of the assignment was not mentioned in 36% of the cases. On three occasions the objective was a "true and
fair view", despite the absence of consensus on how to report environmental data. The criteria used to assess whether the
objectives are met were mentioned in 47% of the cases. A reference to EMAS was found in 11% of the cases. The
conclusion paragraph referred in 30% of the cases to a "true and fair view", which is surprising at this early stage of
auditing reports.
EMAS environmental statements
Although it is not necessary to include a statement by the verifier under EMAS, there is an obvious case for an expert
statement. In 83% of the environmental statements reviewed an expert statement was included, varying from a few words
to quarter of a page. The verifiers' statements often mentioned the way evidence was gathered and gave an opinion on the
reliability of the data and information presented, and commented on whether environmental issues had been adequately
addressed. Ten different types of verifier's statements were found. Most EMAS environmental statements are to date
published in Germany and German companies also dominated the environmental statements reviewed.
Survey on expert statements involving companies and independent professionals
With the help of questionnaires, companies and independent professionals who audited environmental reports were
surveyed on their expectations regarding environmental reports. The main reasons for giving an independent firm the
assignment to audit the corporate environmental report were (in order of importance):
1. emphasizing the reliability
2. contribution to image of the company
3. pressure from environmental groups
4. pressure from customers.
Working towards EMAS and compliance with rules and regulations were found to be of less importance.
Having environmental expertise and operating internationally were seen as the most important factors in choosing an
independent expert. Having accounting and auditing expertise was regarded as less important (69%). The least important
factors were auditing the company's financial statements and advice on the implementation of EMS.
The survey also revealed that companies expect the independent professional to detect errors in the performance data
(93%) and written statements (90%). Users, in the view of independent professionals, are likely to expect that the
information contains no material misstatement (87%). However, expectations of independent professionals and
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companies as to the work performed by the professional differ; only in 33% of the cases was agreement found. Important
variances in expectations were found in detecting errors and advice on EMS. The results clearly show the importance of
discussing the objective of the engagement beforehand.
Regarding the expert statement, 38% of companies and independent experts were in agreement on the level of assurance
expected on given assertions, but 36% of the companies expected more assurance on assertions than the independent
professional intended to give. Particularly regarding the assertions on the view presented, the material misstatements and
the real polluting substances emitted, companies perceived more assurance. 60% of the companies and independent
professionals did not agree on the meaning of a "true and fair view". This indicates that a generally accepted term in
expert statements on financial statements is less easy to interpret when used in expert statements on environmental reports
and it may be unwise to use it at the present time. It is clearly important to describe the level of assurance given. In a high
number of cases the statement that the environmental reports gives a "true and fair view" is interpreted as giving complete
assurance on assertions, even in the view of accountants (34%).
Detailed conclusions and recommendations are set out in Chapter 7.
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3. SCOPE AND DEFINITIONS
3.1 Scope and purpose of this research
This study is concerned with analysing expert statements included in the environmental reports of European companies.
The environmental reports concern all kinds of reports, including environmental statements as required by the EcoManagement and Audit Scheme Regulation (EMAS).
Over the last few years a growing number of companies have started to publish environmental reports on a voluntary basis.
These reports include:
- environmental performance reports
- environmental management system reports, such as those included in environmental statements under EMAS
- eco-balances
- environmental reports as part of financial statements
The growing concern for the environment by the public and the development of laws and regulations is likely to stimulate
further environmental reporting. Recent developments have included the EMAS scheme, which became effective in April
1995. The overall objective of this Regulation is to promote continuous improvements in environmental performance
within industry by committing sites to:
-establish and implement environmental policies, programmes and management systems, including a
periodical evaluation of the environmental performance of the site in a systematic and objective way;
-provide environmental performance information to the public.
Compliance with EMAS is voluntary. Companies that meet the requirements in the Regulation are rewarded with a
statement of participation. An independent, accredited verifier reviews and assesses the information which is provided by
the company to determine whether the company meets the criteria of the Regulation. The subject matter of this validation
is both the EMS and the environmental performance information provided to the public.
Other recent developments include a bill prepared in the Netherlands on the publication of certain environmental data
and the amended environmental protection act in Denmark which obliges certain companies to prepare green accounts. In
Denmark and in the Netherlands, if the bill is accepted, certain polluting sites will be obliged to publish annual
environmental reports. However, the external audit of these reports will not be required yet.
It may be that in order to enhance the credibility of environmental reports, there will be a need for "auditors" to express
an opinion on these reports.
The purpose of this empirical research is:
(a)To gain an insight into the way expert statements are, and can be, stated:
- by analysing expert statements in environmental reports as published by companies in Europe:
⋅ in various countries
⋅ per company over recent years in order to detect trends
-by using existing financial expert statements and other general auditing literature
In relation to the expert statements expressed in the environmental reports, the following matters are
addressed:
(i) Who signed the expert statement ?
(ii) What was the structure of the expert statements ?
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(iii) What was the scope of the assignment ?
(iv) What was the objective of the assignment ?
(v) What rules/criteria were used to assess whether the objectives were met ?
(vi) What was the wording of the conclusion paragraph in the expert statement ?
(b) To gain an insight into the expectations of preparers and potential users of environmental reports by surveying: (i)
companies which have published environmental reports and (ii) the independent professionals who have expressed an
opinion on these environmental reports. The expectations of potential users of environmental reports are also
considered, being thought to be of importance for formulating the wording of expert statements.
3.2 Definitions
As different professionals now use the term "auditing" in different ways a great deal of confusion may arise over the
meaning of the term. The introduction of the EMAS Regulation may also be causing confusion. In addition, definitions
used by the accountancy profession, such as those agreed by IFAC may differ from those used by other professions.
Within the accountancy profession, there is general agreement on what auditing involves. In 1973 the American Accounting
Association defined auditing as: "a systematic process of objectively obtaining and evaluating evidence regarding assertions
about economic actions and events to ascertain the degree of correspondence between those assertions and established
criteria and communicating the results to the interested users".
Auditing therefore includes elements of both confirmation and evaluation. The audit process results in an auditor's report,
which is his or her opinion. Turning to environmental reporting and auditing it is clear that a distinction should be made
between the various types of "auditing" assignments:
- financial audit;
- environmental audit;
- certification;
- verification and validation (EMAS Regulation);
- review.
In this report, the following definitions are used:
assurance: assurance refers to the auditor's satisfaction as to the reliability of an assertion being made by one party for use
by another party. To provide such assurance, the auditor assesses the evidence collected as a result of procedures conducted
and expresses a conclusion. The degree of satisfaction achieved and, therefore the level of assurance which may be
provided, is determined by the procedures performed and their results.
(based on International Standards on Auditing (ISA))
positive assurance: is the (high) level of assurance conveyed in an audit opinion given by a public accountant that the
subject matter can be relied upon as conforming with the criteria applied in carrying out the audit; negative assurance is a
statement by an accountant or an auditor to the effect that nothing has been encountered in the course of an engagement that
would indicate that the matters under consideration do not meet prescribed standards.
(based on CICA 1992)
certification: a systematic, documented process by which an accredited person assesses if a system (e.g. a quality or
environmental management system) complies with the required criteria resulting in a certificate.
environmental auditing: a systematic, documented process by which a competent and independent professional or team of
professionals accumulates and evaluates evidence on a verifiable assertion on specified environmental operations,
performance, environmental management systems, or information about these matters for the purpose of forming a
professional judgement on the degree of correspondence between the assertion and the established criteria. The audit can be
performed by either internal or external auditors. The result is communicated by means of an expert statement or internal
management report.
eco-balance (ökobilanz): a management reporting technique focusing on the physical inputs and outputs of energy, raw
material, products and waste for a company on an annual basis. These quantitative figures are developed for the
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organisation as a whole; for processes; and for individual products.
performance indicators are developed (based on Gelber, 1995).

To interpret the achievements environmental

environmental management system: that part of the overall management system which includes organizational structure,
planning activities, responsibilities, practices, procedures, processes and resources for developing, implementing, achieving,
reviewing and maintaining the environmental policy (ISO 14001).
environmental performance report: a report in which the company provides information on its achievement in managing the
relationship between its activities and the related environmental risks and effects.
environmental report: a report in which the company may provide information on its environmental issues.
environmental statement (under EMAS): a public statement prepared by the company in line with the requirements of
EMAS.
expert statement: a written communication addressed to the public in which the professional or team of professionals may
describe the scope of the audit, the objective of the audit, the audit work performed, the limitations in the scope of the audit
and their opinion (which may be qualified or unqualified).
financial auditing: the objective of an audit of financial statements is to enable the auditor to express an opinion whether the
financial statements are prepared, in all material respects, in accordance with an identified financial reporting framework or
other criteria. The phrases used to express the auditor's opinion are "give a true and fair view" or "present fairly, in all
material respects", which are equivalent terms. A similar objective applies to the audit of financial or other information
prepared in accordance with appropriate criteria. An audit in accordance with the International Standards of Auditing (ISA)
is designed to provide reasonable assurance that the financial statements taken as a whole are free from material
misstatement (based on ISA). The results of the audit process are communicated in an expert statement (auditor's report).
mass balance: an instrument of internal control using the general concept of a balance sheet to represent the impact of
corporate activity on the environment (input, throughput, output - see "ecobalance" above).
materiality: information is material if its omission or misstatement could influence the decisions of users taken on the basis
of the financial/environmental statements. Materiality depends on the size of the item or error judged in the particular
circumstances of its omission or misstatement. Thus, materiality provides a threshold or cut-off point rather than being a
primary qualitative characteristic which information must have if it is to be useful (based on ISA).
opinion: professional judgement on the degree of correlation between the verifiable assertion and the established criteria. An
opinion might be unqualified, or qualified when reservations are expressed.
review engagement: the objective of a review engagement is to enable an auditor to state whether, on the basis of procedures
which do not provide all the evidence that would be required in an audit, anything that has come to the auditor's attention
that causes the auditor to believe that the financial statements are not prepared, in all material respects, in accordance with an
identified financial reporting framework (based on ISA). The results of the review process are communicated in an expert
statement.
validation: approval, expression of an opinion (expert statement).
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validation under EMAS Regulation: certification of the environmental statement.
verification: the process of establishing the validity of a statement, report, record, set of data, or other document.
verification under EMAS Regulation: examination of environmental policies, programmes, management systems, review and
audit procedures and environmental statements with the purpose of assessing:
- compliance with all requirements of EMAS, particularly concerning the environmental policy and programme, the
environmental review, the functioning of the EMS, the environmental audit process and the environmental statements;
- the reliability of the data and information in the environmental statement and whether the statement adequately covers all
the significant environmental issues of relevance to the site (based on EMAS).
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4. CONFORMITY AND RELIABILITY OF ENVIRONMENTAL
This chapter contains a description of the way environmental reports can be audited and a theoretical basis for the empirical
research.
In order to form a professional judgement on environmental reports, certain steps will be taken:
1. agree the scope of the audit from the assignment
2. determine the audit objectives
3. establish audit criteria
4. carry out the audit process
5. reporting the professional judgement
Each of these important stages are discussed below.
The scope of the audit
The scope of the audit may refer to information, performance (results), operations or planning and control in relation to a
particular domain. The scope can, for instance, be the environmental management system or the environmental report. A
distinction can also be made between the performance of the EMS and information about the EMS. This difference influences the audit process and the required expertise of the auditor(s). The audit of the performance of the EMS will probably
be of the effectiveness of the system. In some countries auditors are firmly resisting reporting on internal controls, including
the EMS, since there are no generally accepted standards against which to measure the controls. The effectiveness of the
system will depend on the policy of the company, which may be different for each company. An opinion may be given on
the design or on the performance of the system. It is possible that while the EMS is not effective, the information on the
EMS in the environmental report is reliable.
The audit of the information about the EMS is an information audit, where the audit objective may be reliable information.
While the emphasis of expertise in auditing the EMS will be more on specific expertise in technical environmental matters,
the emphasis of expertise in auditing environmental reports will be more on environmental information expertise. In both
types of audits, auditing skills are necessary.
The reporting period is usually one year, but it is possible that some users of environmental reports have a need for a
different reporting period.
The environmental report that is audited can be a corporate level environmental report or it might easily also be an environmental report of one site. EMAS demands environmental reports for sites. A corporate report reflects the environmental
performance of the legal entity. Often the environmental policy is established at the corporate level and the corporate
environmental report reflects the results of this corporate environmental policy. The disadvantage of corporate
environmental reports however is that due to the consolidation of the site data the readability of the report may be reduced.
The possibility also exists that poorer performing sites are not identified in the corporate environmental report.
The environmental performance report concerns, most of the time, the environmental performance within companies,
although it is also possible to include data on the environmental effects of the whole life cycle of a product.
Overall a clear description of the scope of the audit is of great importance, both for the performance of the audit and in
preventing any expectation gap.
The objective of the audit
Objectives of auditing environmental reports will normally be set in negotiation with clients, but are also influenced by
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regulators and users of environmental reports. Often the objective of auditing information is to express a true and fair view.
From such an overall objective more detailed audit objectives such as completeness of the information, accuracy and
adequate description and explanation will be derived.
Further audit objectives such as effectiveness, efficiency, verifiability and compliance with regulations or internal policies
will also be relevant.
Within the overall audit objective different levels of required assurance are possible. In auditing financial statements a
distinction is made between positive and negative assurance. With respect to financial statements these differences in
required assurances lead to different types of engagements. IFAC in its International Standards on Auditing (ISA) differentiates between the following engagements:
-Audit engagement: the auditor provides a high, but not absolute, level of assurance that the information subject to audit is
free of material misstatement. This is expressed positively in the audit report as reasonable assurance;
-Review engagement: the auditor provides a moderate level of assurance that the information subject to review is free of
material misstatement. This is expressed in the form of a negative assurance;
-Agreed-upon procedures engagement: the auditor simply provides a report of the factual findings, no assurance is
expressed. Instead, users of the report assess for themselves the procedures and findings reported by the auditor and draw
their own conclusions from the auditor's work.
-Compilation engagement: although the users of the compiled information derive some benefit from the accountant's
involvement, no assurance is expressed in the report.
Public perception of any difference between the types of assignment, especially between audit and review, is generally very
poor. As a result, it is important for auditing assignments in this new field to establish appropriate standards for the work
carried out and the related responsibility. The differences in assignments may be defined by the market. It is possible that
there is a need for review engagements resulting in a positive assurance. In the event of a review engagement resulting in a
positive assurance, the audit procedures to be performed should be the same as for an auditing engagement, but the scope of
the audit may be limited to certain parts in the environmental report. In such an engagement it is important that the
company's management formulates assertions that are reflected in the expert statement. The expert cannot provide a
positively formulated "true and fair view" opinion, but may wish to express their opinion by means of a positive assurance,
such as "the environmental information is consistent with the underlying records and drawn up in conformity with the
relevant regulations".
Rules/criteria to be complied with
Given the audit objectives, criteria have to be established against which the auditor can assess the extent to which the audit
objectives have been met. In the ideal situation these criteria are authoritative standards or similar criteria, although there is
no agreement on these as such at the moment. As a result audit is a process of professional judgement. In the case of the
audit of environmental reports the auditor should identify the purpose of publishing the environmental report in order to gain
an insight on the potential users, the expectations of those users and the resulting criteria. The tolerance and resulting
materiality and the scope of the audit work to be performed would be derived from the demands of the different parties
concerned, including the client, the users and the regulatory bodies. The demands of these parties may also change over
time and so the criteria will change over time. Over time the criteria may also change as a result of research and experience.
The principal sources of criteria are likely to be:
- laws and regulations
- jurisprudence
- professional literature
- experience from the past
- comparable situations
- demands of the client
- demands of the users
Specific criteria for auditing environmental reports are difficult to identify. Guidance can be found in the EMAS
Regulation, and there is guidance on the design of environmental reports to be found, for instance, in the guidelines by the
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Confederation of British Industry (CBI), the guidelines by United Nations Environment Programme (UNEP) and the
guidelines by the International Chamber of Commerce (ICC).
The Standard of the British Standards Organisation BS 7750 specifies requirements for the development, implementation
and maintenance of environmental management systems aimed at ensuring compliance with environmental policy and
objectives. This organisation has, however, no standards for environmental reporting or auditing.
ISO is currently developing standards in the 14000 series concerning environmental audits, audits of EMS, audits with the
objective continuing compliance and audits of environmental statements.
Audit process (collect audit evidence)
The audit process may contain several stages including investigation of the subject matter of the audit, inspection of the
system of planning and control, examination of the data and evaluation of performance.
The audit can be performed using different techniques, methods and tools. Within EMAS verification should include a
document analysis, a site visit, interviews with site personnel, preparation of a report for management and solutions to deal
with the problems mentioned within the report.
As already described, the type of auditing assignments may vary and these differences will influence the audit process. As a
result, the auditing procedures to be performed and the extent and depth of these procedures may vary. Since there are no
guidelines yet on audit procedures to be performed, it is up to the professional judgement of the auditor to decide what procedures need to be performed. The kind of audit procedures may be the same as in auditing financial statements, the
emphasis however will probably be different, because most audit evidence will be collected during the reporting period,
since for some data in the environmental report it will be difficult to collect evidence afterwards. In the implementation of
the audit procedures auditors with different types of expertise may be involved. All responsibilities should be well defined.
It is also important to establish certain quality standards for the audit concerning the people involved in the audit, the audit
work and the documentation of the audit work.
Reporting the professional judgement
The judgment should be reported to the interested parties in such a way that unrealistic expectations are not created than can
be justified by the audit work performed and the expertise of the auditor or the audit team. For reporting the results of an
audit of financial statements certain guidelines exist regarding the type of the expert statements and the contents. The
existing International Standards on Auditing (ISAs) provide probably the best "quality benchmark" available at present. For
reporting the results of an audit of environmental reports however, no standards yet exist. Suggestions as to appropriate
forms of wording are given at the end of this report.
The auditing of financial statements has developed over many decades. During this time accounting standards for financial
statements have been developed and insight has been gained in the way the financial statements are used and into the expectations of the users of the financial statements. Also standards for auditing these statements have been developed. In
contrast auditing environmental reports is still at an early stage. There are no specified international or national standards on
the way companies should account for their environmental performance and there are no standards on the way the audit
should be performed. In such circumstances a clear description should be provided to the user of environmental reports on
the scope of the audit, the audit objectives, the audit work performed and the limitations of the audit.
Environmental auditing will often require a multidisciplinary approach carried out by a team in which different professions
are represented and which has an appropriate management structure. An important issue is whether there should always be
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one lead auditor who carries full responsibility for the audit and signs the opinion. In such cases, the lead auditor has to
decide to what extent he has, and is able, to rely on the work of other experts, which may or may not form part of his team,
or of the internal audit department. When the audit is performed by a team of auditors with different types of expertise
several possibilities exist, for example:
-there is one lead auditor who signs the expert statement and takes full responsibility;
-auditors with different expertise each sign the expert statement and the responsbilities of each expert are expressed in the
expert statement;
-auditors with different expertise each sign the expert statement and take joint responsibility;
-auditors with different expertise each report by means of their own expert statement.
In general, an expert statement is likely to contain the following elements:
-title;
-addressee;
-the scope of the audit and the period of the environmental report. The description of the scope contains a description of the
company/site of the company, the name of the environmental report, and the pages of the environmental report that have
been audited;
- the audit objectives;
- responsibility of the company's management;
- the criteria that have been used during the audit to assess whether the audit objectives have been met;
- a description of the audit work performed;
- a description of the limitations of the audit;
- a clear conclusion paragraph which creates no more expectations than can be justified on the basis of the audit work
performed and the expertise of the auditor or audit team;
- signature/name of the auditor(s)/firm;
- the auditor's address;
- expert statements date.
Once standards are developed (e.g. for the contents of environmental reports and the audit work to be performed) and users
of environmental reports are aware of these standards, a reference to these standards can be made instead of describing the
criteria and the audit work performed.
At this stage of auditing environmental reports, the expert may meet limitations which should be described in this expert
statement. These limitations will influence the opinion expressed in the conclusion paragraph. Opinions such as "true and
fair view", may at this early stage, be difficult to justify.
IFAC included in its discussion paper "The Audit Profession and the Environment" suggestions for the wording of
unqualified expert statements on environmental reports. These expert statements are included in Appendix 5.
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5.ANALYSIS OF EXPERT STATEMENTS
The purpose of this empirical research was to gain an insight into the way expert statements are worded.
Existing research studies of environmental reports identify that few environmental reports have been audited. For instance,
the research results of the United Nations Environment Programme (UNEP) published in Company Environmental
Reporting (1994) revealed that worldwide, several companies have issued environmental reports audited by independent
professionals. The KPMG UK Environmental Reporting Survey 1994 and 1995 confirmed this trend. To date, however,
there has been no analysis of these expert statements.
In this study expert statements included in environmental reports published by companies in the following countries in
Europe were analysed:
Austria
Belgium
Denmark
Finland
France
Germany
Italy
Ireland
Netherlands
Norway
Sweden
Switzerland
United Kingdom
These comprised corporate environmental reports including an expert statement and environmental reports that were
validated according to EMAS. Examples of expert statements received are included in Appendix 4. The expert statements
on corporate environmental reports are analysed in section 5.1, while expert statements included in EMAS validated
environmental statements are analysed in paragraph 5.2.
As those responsible for auditing environmental reports may have different expertise, the generic term "environmental
consultants" is used in this analysis to cover the variety of "auditors".
Limitations of the research:
Members of FEE were asked to collect all environmental reports in which an expert statement was included. For EMAS
environmental statements a list of registered sites was obtained as at 21 March 1996. All sites were asked to send these
environmental statements to FEE.
Although a large number of expert statements are included in this analysis, there is no guarantee that the list of these
statements is complete. The expert statements included in corporate environmental reports were received from FEE
Environmental Task Force members.
Since only a relative small proportion of published environmental reports have been audited, the trends that were detected
can easily change. Because of the small proportion of published environmental reports with an expert statement no
statistical analyses were performed.
Austria and Germany
Many companies in Austria and Germany have compiled eco-balances (ökobilanz) in order to assess their significant
environmental effects, and some have set quantified targets for the improvement of environmental performance. The data
requirements for the public environmental statement can be directly read from the ecobalances account. There is no uniform
methodology although the Institut für Ökologische Wirtschaftsforschung has provided a general framework for eco-balances. Companies, however, put this into practice in slightly different ways. The eco-balances are not subject to obligatory
audits and at present, such audits that do take place are not performed by audit firms. Scientists with a background in
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business administration and some technical knowledge advise the companies in implementing eco-balances and designing
environmental reports.
It is expected that many sites in Germany and Austria will eventually participate in EMAS. By 21 March 1996, 113 sites
have had their environmental statement validated in accordance with EMAS. Of these environmental statements 58 were
received. The opinions (expert statements) expressed on these statements are analysed in tables 8 (a) and (b) of section 5.2
and examples of the expert statements are included in Appendix 4.
In the process of working towards compliance with EMAS some companies have included an after word of the consultant,
involved in implementing an eco-balance or in designing the environmental report. The reports of companies, in which such
conclusion of the consultant is found, are:
Germany
-Steilmann Gruppe, conclusion by Prof. dr. K.U. Rudolph, in which he reflects that the Steilmann Gruppe has responded to
demands of the 'green market', performing innovative research and investing in reducing environmental effects.
-Kunert AG 1994/95, conclusion by Dr. Bernd Wagner, in which he explains that he was consulted in the installation of the
eco-balance and the management system, and then approved the means of communication.
-Bayerische Landesbank, conclusion by Dr. Bernd Wagner, who was consulted by this bank in implementing an ecobalance. He provides the reader with an explanation of this eco-balance and states that this eco-balance complies with the
EMAS requirements concerning the environmental statement.
-AURO Pflanzenchemie, consultant Mr Bartels. The conclusion is the result of a group of people regularly discussing
environmental matters. The purpose of the group was to identify and document the internal and external mass balance. Mr
Bartels attended as an external verifier of the data. The company is working towards compliance with EMAS.
-Landesgirokasse 1992, consultant Dr. Bernd Wagner. The conclusion is the result of a group of people regularly discussing
environmental matters. The purpose of the group was to identify and document in a systematic way the mass balance. Dr.
Bernd Wagner attended as a consultant. The group is working on further improvement of the environmental situation.
Austria
-Hali Büromöbel 1993, a statement by Dr Christine Jasch, in which she reflects that Hali is a pioneer in environmental
management and that nothing has been hidden.
Conclusions of these consultants are included in Appendix 4. By 21 March 1996 six sites complied with EMAS.
Environmental statements were received from three sites. These are included in table 8 (b).
Iceland, Ireland, Israel, Italy, Greece, Luxembourg, Norway, Portugal, Spain, Sweden
In Italy, no environmental reports had been audited by 21 March 1996. In Ireland, one site was found to have complied with
EMAS. Norsk Hydro, a Norwegian company did not have an audited environmental report in Norway, but its UK subsidiary
did have an audited report. We did receive an environmental statement validated in accordance with EMAS from a
Norwegian company.
In Sweden, one site had its environmental statement validated in accordance with EMAS. No other kinds of audits of
environmental reports had been performed in Sweden, but several engagements to audit environmental reports have been
commissioned by mid-1996. An expert statement on the environmental report of Perstorp was given by Ernst & Young
public accountants. SustainAbility (environmental consultants) gave expert statements on the environmental reports of ASG
and SCA Graphic Papers. KPMG (environmental consultants) gave an expert statement on the environmental reports of
WASA and BTL. The expert statement that was given on the environmental report of STORA Kopparbergs Berlags was
signed by both KPMG environmental consultants and by KPMG public accountants.
No information was received from Iceland, Israel, Greece, Luxembourg, Portugal and Spain. Expert statements included in
EMAS statements are included in table 7.

55

Belgium, Denmark, Finland, France, Switzerland, Netherlands, United Kingdom
In these countries where expert statements on environmental reports were given, the results are shown in the analysis in
section 5.1.
Four expert statements within the environmental reports of three banks were received. But because two of them, the expert
statement of Coopers & Lybrand in the 1989 environmental report of the National Westminster Bank and the expert
statement of Ökoscience and Aarproject on the environmental report of the Swiss Bank Association, concerned assignments
to assist the company and therefore differ from the other received expert statements, these were not included in the analysis.
The environmental services group of Coopers & Lybrand (UK) provided an expert statement in the 1989 environmental
report of the National Westminster Bank. They were asked to help the bank prepare an environmental audit programme and
to develop the Bank's own environmental audit expertise. Coopers & Lybrand assisted with quality control processes in the
audit of the Bank's UK-based operations and provided technical advice as requested. The audit embraced all bank activities
with the exception of credit policy and practice, which is the subject of continual internal review. Their conclusion was that
the scoping, planning and performance of the audit work described were of a high standard. In the 1995/1996 environmental
report an expert statement from Coopers & Lybrand chartered accountants was included (included in the analysis of tables 1
to 6). They were asked to review the processes and procedures of the internal audit and to report whether the internal audit
had met the objectives of the audit. The objectives of the internal audit were to review the scope and effectiveness of the
EMS and review the data included in the 1995/96 environmental report on the four reportable performance areas: energy,
property management, vehicle fleet management and paper. The conclusion was that the internal audit group had adopted
appropriate processes and procedures.
Ökoscience and Aarproject have given a quality certificate to the environmental report of the Swiss Bank association. The
assignment was to develop an eco-balance in co-operation with representatives of the Swiss Bank association. Their
conclusion was that the facts in the environmental report were correct and were based on the implemented eco-balance, that
no material statements were missing and that the presentation was adequate.
The expert statement that KPMG environmental consulting in the Netherlands gave on the environmental report of the ING
Bank is included in the analysis of tables 1 to 6. This opinion states that the information in the environmental report is in
agreement with the accounting records kept.
In Belgium, Denmark and the United Kingdom, a number of sites have complied with the EMAS-Regulation and are
registered as members. When these environmental statements contained an expert statement, the wording of these expert
statements was analysed in tables 8 (a) and (b) and a selection of the expert statements is included in Appendix
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5.1Analysis of expert statements in corporate environmental reports
47 expert statements within 45 environmental reports of 31 different companies with reporting years 1990 to 1994 were
analysed. The difference between the number of expert statements and the number of environmental reports can be
illustrated by the 1993 environmental report of Dow Europe which contains the expert statements of two different
environmental consulting firms, and the 1994/95 environmental report of Nuclear Electric which contains the expert
statements of both an environmental consulting firm and an audit firm. In contrast to most other countries, the reporting
period of environmental reports in the United Kingdom may not be the calendar year.
The research methodology that is used to analyse the expert statements in environmental reports is based on the approach set
out in chapter 4. The analysis will cover:
1. Who signed the expert statement ?
2. What was the structure of the expert statements ?
3. What was the scope of the assignment ?
4. What was the objective of the assignment ?
5. What rules/criteria were used to assess if the objectives were met ?
6. What was the wording of the conclusion paragraph in the expert statement ?
Table 1(a) summarises the auditors and countries where expert statements have been reviewed. It is important to note the
large percentage drawn from the United Kingdom, when considering the overall figures.
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Table 1(a) -Countries, auditors and number of expert statements included in environmental reports covered by the
survey
Belgium

Denmark

Finland

France

Nether-lands

Switzerland

UK

Total

1

1

3

9

Aspinwall & Company

2

2

Binder Hamlyn

1

1

Auditors
Acer Environmental
Arthur D. Little

1

2

Coopers & Lybrand (environmental department)

3

2

2

Coopers & Lybrand (accountants)

1

Deloitte & Touche

2

1
2

Touche Ross & Co., management and environmental consultants

3

3

Det Norske Veritas

1

1

Ernst & Young

1

1

Environmental Resources Management

5

5

GIBB Environmental

2

2

KPMG

3

1

4

KPMG Environmental Consulting

2

2

Lloyd's Register

3

Moret, Ernst & Young Environment

2

3
2

Over, Arup & Partners

1

1

PA Consulting Group

1

1

1

3

Sustainability

2

VB-Accountants
Total

1
1

5

1

58

2

9

1
3

26

47

Empirical results
1. Who signed the expert statement ?
Table 1(b) -Countries, the type of auditors and the number of expert statements included in environmental reports
Public accountants

Environmental consultants
related to audit firms

Belgium

Environmental consultants

Number of expert statements

1

1

2

5

Denmark

3

Finland

1*

1

France

2

2

Netherlands

5

2

2
3

3

United Kingdom

3**

3

20**

26

Total

14

5

28

47

30%

11%

59%

100%

Switzerland

Percentage

9

Environmental consultants have given 33 expert statements (70%) on environmental reports of 23 different companies.
Public accountants have given 14 expert statements (30%) on environmental reports of nine companies. In one
environmental report two expert statements were given, one by an environmental consultant and one expert statement was
given by a public accountant. None of the expert statements mentioned that the report was the result of audit work performed by a team of different professionals. A possible exception may be found in the environmental report of Kemira in
which the lead auditor of KPMG authorized public accountants mentioned that they were asked to review the environmental
report together with KPMG environmental advisers. Also in the environmental report of Rhône-Poulenc, the expert
statement was signed by Coopers & Lybrand, but in the top of the expert statement is mentioned that Rhône-Poulenc asked
the environmental department of Coopers & Lybrand to check the reliability of the environmental indices. In the
Netherlands, environmental reports were signed by Moret, Ernst & Young Environment. Obviously, some audit firms have
separate departments, in which public accountants are involved in engagements in the environmental area. Although in
some assignments public accountants and environmental consultants worked together, one profession appeared as the lead
auditor. Some expert statements were signed by more than one person, but they were of the same profession.

**

The environmental report 1994/95 of Nuclear Electric contains two expert statements, one of an environmental consultant firm, concerning the
environmental data and information on the progress made and one of an audit firm, concerning the ‘environmental accounting’ section.
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Strikingly two expert statements were contained within the environmental report of Nuclear Electric. Environmental
consultants, Arthur D.Little, gave their independent opinion on the environmental data and descriptions of progress made. In
addition Binder Hamlyn gave their independent opinion on the financial provisions for decommissioning, spent fuel and
waste management and related costs, on the disclosures of environmental research and sponsorship and on the estimated
information of external environmental costs.
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Table 1(c) - Analysis per industry
Industry

Country

Number of companies

Number of expert statements

Chemical

Belgium
Finland
France
Netherlands
Switzerland
United Kingdom

1
1
1
2
2
1

1
1
2
5
3
1

Oil

United Kingdom

2

2

Pharmaceuticals

Denmark

1

2

Steel industry

Denmark

1

3

Building materials

Netherlands

1

1

Agriculture

Netherlands

1

1

Waste disposal

Netherlands

1

1

Retail

United Kingdom

1

3

Textile

United Kingdom

1

2

Transport

United Kingdom

1

1

Electronics

United Kingdom

1

1

Electricity

United Kingdom

5

9

Telecommunications

United Kingdom

1

1

Water

United Kingdom

4

5

Bank

Netherlands
United Kingdom

1
1

1
1

31

47

TOTAL

More expert statements in environmental reports were found in the United Kingdom than all other countries added together.
Strikingly the relatively large number of utility companies (water, electricity, etc.) was all in the United Kingdom. For the
other countries, the expert statements in environmental reports came mainly from the chemical/pharmaceutical industry.
Some independent professionals, such as Arthur D. Little, Coopers & Lybrand, KPMG and Deloitte & Touche seemed to
operate internationally.
Already some UK companies have produced three or more environmental reports which have been audited. Norsk Hydro
appears to have been the pioneer in giving an assignment to audit the 1990 environmental report, an initiative which in 1992
was followed by Danish Steel Works, the Body Shop International and National Power. In 1993 the initiative was already
being followed by 12 companies.
In the United Kingdom there is obviously an increasing trend to have environmental reports audited by environmental
consultants. In the Netherlands, however, environmental reports of four different companies were audited by public
accountants, who are specialized in environmental matters, while only two environmental reports were audited by
environmental consultants. In France and Denmark only one company in each country was found to have an environmental
report audited and therefore no trend could be detected.

2. What was the structure of the expert statement ?
The purpose of this question is to find out if the development of any comparable structure could be detected, despite the fact
that the expert statements found were different for every company. Since public accountants are used to reporting in a
certain way the hypothesis was that there would be a difference in the way public accountants and environmental consultants
report. Consultants related to audit firms, like KPMG Environmental Consulting were separated from environmental
consultants, because they may be influenced by public accountants in their firms and this was expected to have an influence
on the way the expert statements were formulated. Environmental consultants are used to reporting on the strengths and
weaknesses of the EMS. The different backgrounds of both types of professionals did appear to influence the way in which
the result of the audit was reported.
Accountants in most cases did not explain their judgment, good practices and points of improvement, mentioning only
briefly the work undertaken and the recommendations. It is clear from table 2 that accountants mentioned the good practices
of the companies and the improvements they have made in only 7% of their expert statements, while environmental
consultants not related to audit firms mentioned this in 46% of their expert statements. Recommendations were mentioned
in only 14% of the expert statements given by accountants against 61% of the expert statements of environmental
consultants not related to audit firms. For instance, in the expert statement of SustainAbility, on the environmental report of
Neste, the good practices and the recommendations are half of the expert statement. It may be that accountants are
following their normal pattern by issuing a management letter which contains recommendations. Such supplementary
reporting is not addressed by the paper. Although accountants gave a description of the work undertaken in 64% of their
expert statements, this description was often very brief (one sentence). Environmental consultants not related to audit firms
gave a description of the work performed in 86% of their expert statements. These descriptions were also more detailed,
describing, for instance, who they had interviewed, and the kind of verification procedures used for quantitative
environmental data in the environmental report. It is interesting to see that the percentages for the environmental consultants
related to audit firms figure somewhere between those for public accountants and those for environmental consultants.
None of the expert statements reviewed used an adapted version of the prescribed wording of ISA for expert statements on
financial statements.
The issue of management's responsibility was only addressed five times, all involving UK accounting firms: three times by
Touche & Ross environmental consultants, once by Coopers & Lybrand accountants and once by Binder Hamlyn public
accountants, in an expert statement in which they gave their opinion on typical accounting issues.
A description of the responsibility of the experts was not included in any report. Most of the time, it was stated that "experts
were asked to .".

Table 2 - Structure of the expert statement
Contents of the expert statement

title
addressee

Public accountants

Environmental consultants
related to audit firms

14

100%

5

100%

Environmental Consultants

28

100%

Total

47

100%

2

14%

0

0%

0

0%

2

4%

13

93%

5

100%

26

93%

44

94%

audit objectives

4

29%

0

0%

12

43%

17

36%

responsibility company's management

2

14%

3

60%

0

%

5

11%

audit criteria

5

36%

1

20%

16

57%

22

47%

description of the work undertaken

9

64%

4

80%

24

86%

36

79%

14

100%

5

100%

28

100%

47

100%

subject matter of the audit

conclusions paragraph
good practice and improvements made

1

7%

1

20%

13

46%

15

32%

recommendations

2

14%

1

20%

17

61%

20

43%

signature/name auditor/firm

14

100%

5

100%

27

96%

46

98%

auditor's address

10

71%

3

60%

6

1%

19

40%

audit report date

12

86%

4

80%

9

32%

24

51%

total expert statements

14

100%

5

100%

28

100%

47

100%

The structure of 37 of the 47 analyzed expert statements consists of:
* title;
* subject matter of the audit;
* description of the work undertaken;
* conclusions paragraph;
* signature/name auditor/firm.
Expert statements within environmental reports of the same company over the years seem to have changed only slightly,
mostly due to the extension of the assignment. Even when companies changed auditors the expert statements continued in
the same form.
3. What was the scope of the assignment?
Although in most assignments attention was paid to the way environmental data was collated, in only seven assignments was
the focus explicitly on evaluating the environmental information system.

Table 3 - The scope of the assignment
Scope of the assignment

quantitative data in the ER

Public accountants

Environmental consultants
related to audit firms

Environmental
Consultants

Total

4

29%

0

0%

1

4%

5

11%

both quantitative and qualitative data

9

64%

4

80%

21

75%

34

72%

restriction to certain pages of the ER

10

71%

3

60%

1

4%

13

28%

environmental information system

0

0%

2

40%

5

18%

7

15%

part of the environmental management system

1

7%

2

40%

6

21%

9

19%

the group's internal audit including review of the data in
the environmental report

1

7%

0

0%

0

0%

1

4%

assistance in the data collection process

0

0%

0

0%

1

4%

1

2%

Total assignments

14

100%

5

100%

28

100%

47

100%

The scope of most assignments (72%) was both the quantitative and the qualitative data in the environmental report. Not all
expert statements indicate what pages of the report were subject to the audit. Environmental consultants as such only
mentioned a reference to specific pages once. When no reference to specific pages is made, users of environmental reports
may expect that all the information included in the environmental report to be audited.
Some assignments were not restricted to one subject. The scope was both the environmental report and (part of) the
environmental management or environmental information system. These companies included The Body Shop, Dow Europe
(1994), ING Bank, Norsk Hydro, Severn Trent(1995), Stortplaats de Sluiner (SDS), Sandoz International and the Tioxide
Group. The scope of the audit by KPMG Environmental Consulting (Dow Europe 1993) was both the environmental
management system (environmental policy and management) and the environmental information system. Although the
scope of the audit of Arthur D. Little (Nuclear Electric) was the environmental data and the description of progress made,
they also gave an explicit opinion on the system for collecting and reporting environmental data.
In the environmental report of the National Westminster Bank the scope of the audit was the processes and procedures
adopted by the company's internal audit. The objectives of this audit not only included the review of the scope and
effectiveness of the EMS, but also the data included in the 1995/96 environmental report. The audit findings of this internal
group audit were presented in the environmental report (6 pages) and included some quantitative environmental performance
data. Coopers and Lybrand accountants reviewed the work performed by the internal audit group.

4. What was the objective of the assignment ?
Table 4 - Objectives of the assignment
Objectives of the assignment

Public accountants

Environmental consultants
related to audit firms

Environmental Consultants

Total

true and fair view

2

14%

0

0%

1

4%

3

6%

reliability

1

7%

0

0%

0

0%

1

2%

objectivity

0

0%

0

0%

1

4%

1

2%

substantiated by appropriate evidence

0

0%

0

0%

3

11%

3

6%

valid interpretation

0

0%

0

0%

3

11%

3

6%

compliance with environmental
information system

0

0%

1

20%

0

0%

1

2%

compliance EMAS

0

0%

0

0%

4

14%

4

9%

legislation compliance

0

0%

0

0%

1

4%

1

2%

compliance of procedures EMS

1

7%

0

0%

0

0%

1

2%

improve the efficiency and quality of
ER

1

7%

0

0%

0

0%

1

2%

mentioning the objective was to verify
and validate

0

0%

0

0%

2

7%

2

4%

if the group audit has met the objectives
of the audit

1

7%

0

0%

0

0%

1

2%

not mentioned

10

71%

4

80%

16

57%

30

64%

total assignments

14

100%

5

100%

28

100%

47

100%

Public accountants and environmental consultants do not always express the objective of their assignments (in only 36% of
the expert statements). They do mention the subject matter, but apparently they assume that the objective of the assignment
is clear to the readers. In some assignments more than one objective was given.
Since there is no formal guidance yet on how environmental data should be reported, how it should be described and commented on in order to enable users to interpret them properly, it should be very difficult for an auditor to provide "a true and
fair" opinion. Nevertheless the objective of the audit was a "true and fair view" on three occasions. Since the audit objective
is not expressed in 30 expert statements and related to the final conclusion paragraphs included within the expert statements
it is very likely that the "true and fair view" was more often the audit objective.
The word "fair" was used 20 times in 16 different conclusive paragraphs (two by public accountants and 14 by environmental consultants). Nine times reference was made to the data itself, six times reference was made to the written statements
and four times regarding the environmental performance in general.
In auditing financial statements, different kinds of audit assignments that lead to different levels of assurance provided
are distinguished by using different terms: "audit" (reasonable assurance) and "review" (moderate assurance). In this
field of auditing certain standards already exist on the auditing procedures that need to be performed to provide reasonable assurance. In auditing environmental reports these standards do not yet exist.

The expert statement of Arthur D. Little on the environmental report of Nuclear Electric shows the distinction between
environmental audits and reviews and mirrors financial statements distinction:
"Our review involved interviews with key staff at the Company's head office and the examination of data gathering process
at two power stations: Sizewell A and Heysham 1. We did not carry out a detailed audit of the whole report".
In the various expert reports, distinctions were identified between audit/verification and review. Apparently the term review
is differently used by environmental consultants not related to audit firms and by public accountants. In the opinions
regarding review assignments they use terms that are often used by public accountants in their opinions related to positive
assurance on information in financial statements. For instance the expert statement of Arthur D. Little within the
environmental report of Nuclear Electric concerns a review assignment, but the wording "fair and reasonable picture" is
used. Also in verification assignments related to the description of the work performed, it is not clear whether the experts
intended to give the same level of assurance as accountants give in an audit of financial statements. There is a need for guidance in this area.
Nothing is mentioned in the expert statements reviewed about the level of assurance provided. Only in the expert statement
of Aspinwall & Company on the environmental report of Northumbrian Water is there mention that:
"The exercise was planned and performed to obtain all the information and explanation which we consider necessary to give
reasonable assurance that the key data and statements are accurate".
Apparently, in all other expert statements the level of assurance that is provided is not communicated by terms such as audit,
review or verification, but by means of an explanation of the work performed and/or the work not performed. In particular,
environmental consultants provide the reader with "extensive" information on how the work was performed.

5. What rules/criteria were used to assess whether the objectives are met ?
Table 5 - Rules/criteria used to assess whether the objectives are met

Rules/criteria used to assess whether the objectives are met

Public accountants

Environmental consultants
related to audit firms

Environmental
consultants

EMAS

1

4

5

11%

BS 7750

1

2

3

6%

1

1

2%

2

3

6%

fifty-point checklist UNEP Technical Report no.24

2

2

4%

ICC

1

1

2%

3

6%

ISO 9000 and ISO 10011
CEFIC-guidelines on environmental reporting for the chemical industry

1

standards within the company, industry and society

Total

3

environmental reporting methodologies used within industry

1

1

2%

emerging best practice in corporate environmental reporting

2

2

4%

existing legislation

1

1

2%

2

3

6%

the company's report last year

1

1

2%

key targets, prosecutions and conservation

1

1

2%

Lloyd's Registers Environmental Assurance Scheme

1

1

2%

the companies own policies

1

not mentioned

9

64%

4

80%

12

43%

25

53%

total assignments

14

100%

5

100%

28

100%

47

100%

The criteria used to assess whether the objectives are met are mentioned in only a few expert statements.
The PA Consulting group which audited the environmental report of Anglian Water mentions that there are no standards for
corporate environmental reports or verification statements; the nearest is the Eco-management and Audit Scheme which
defines these at site level.
The most comprehensive reference to criteria used can be found in the expert statement of SustainAbility which mentions in
its expert statement the "verification benchmarks", which were: Neste's own policies, the fifty-point checklist described by
UNEP technical Report no.24 (Company Environmental Reporting) and emerging best practice in corporate environmental
reporting.
The expert statements of Arthur D. Little and Environmental Resources Management in the environmental reports of The
Body Shop, the expert statement of KPMG environmental consulting in the environmental report of the ING Bank and the
expert statements of Arthur D. Little in the environmental report of Dow Europe 1994 are the only expert statements which
clearly mention the use of the requirements of the Eco-management and Audit Scheme as audit criteria.

The expert statements in the environmental reports of British Nuclear Fuels and Neste mention that they intend to comply
with BS 7750 in near the future.
6. What was the wording of the conclusion paragraph included in the expert statement ?
Table 6(a) - Conclusion paragraph included in the expert statement
Form of statement used in conclusions paragraphs surveyed

True and fair

Public accountants

Environmental consultants
related to audit firms

Environmental consultants

2

1

Total

7

10

13%

True

2

2

3%

True with qualifications

1

1

1%

Fair and honest

3

3

4%

Fair and accurate/open/balanced/reasonable

3

4

5%

Fair

1

3

3

4%

Accurate (e.g. valid and accurate)

13

13

17%

Reasonable, reliable or valid (e.g. consistent and reasonable valid representation)

3

3

4%

Properly collated (e.g. compiled with due care)

8

2

2

12

16%

Negative assurance (e.g. free of material error, nothing come to our notice)

2

1

1

4

5%

Consistent with EMAS Regulation

3

3

4%

Consistent with other requirements

3

3

6

8%

The design of the environmental report is appropriate

1

1

2

3%

Procedures have been performed satisfactorily

1

1

1%

The group audit has adopted appropriate processes and procedures

1

1

1%

8

8

11%

53

76

100%

The environmental information system is appropriate
Total conclusion paragraphs

18

5

To gain some insight into the subject matters to which the words "true/fair" were applied, a sub-analysis of part of this table
was made (table 6(b)).

Table 6(b) - Subject matters in the conclusion paragraph included in the expert statement
performance data

written statements

performance data and written
statements*

6

3*

1

True and fair

*

True
True with qualifications

1

1

**

2 +1
3

10

2
1

*

Fair
total

total

10

1

Fair and honest
Fair and accurate/
balanced/open/reasonable

targets

7

3
1

4

3

3

4

1

23

The number of conclusion paragraphs exceeds the number of expert statements, because certain consultants gave opinions
on a number of subjects.
The conclusion paragraphs found were all different. Conclusion paragraphs from experts that had audited different companies were also different for each company audited. The final conclusion paragraphs of public accountants and
environmental consultants related to an audit firm, however, were much more carefully stated than the conclusion
paragraphs of environmental consultants.
The conclusion paragraph within the expert statements rank from conclusion paragraphs that give too much comfort to
conclusion paragraphs that are very carefully worded. Sometimes it was very difficult to locate the final conclusion
paragraph, because opinions were given within different sections in the expert statements. Conclusion paragraphs from
which the reader might expect too much can for instance be found in the environmental reports of National Power, Norsk
Hydro and Welsh Water. The first two of these environmental reports were audited by Lloyd's Register and they use the
words "true and fair view" in their expert statements, even though work still needs to be done on the EMS. The conclusion
paragraph of Acer Environmental within the environmental report of Welsh Water is similar to the conclusion paragraph of
Lloyd's Register. Also in the conclusion paragraph of Moret, Ernst & Young Milieu within the environmental report of SDS
and Rockwool the Dutch word "getrouw" is mentioned, which means the same as "true and fair".
Touche Ross & Co. use the words "a fair and balanced disclosure" in their conclusion paragraph on the environmental report
of British Telecommunication, although they qualify the opinion by indicating that British Telecommunication has made
reasonable endeavours to give a fair and balanced disclosure of all available information where material.
The conclusion paragraph given by Arthur D. Little concerning the data in the environmental report of Sandoz is a qualified
opinion. They use the words "true picture", with qualifications for the audit work that could not be done. They make a
distinction between reliable data and reasonably reliable data.
Conclusion paragraphs that used careful wording can be found in the environmental reports of DSM, Danish Steel Works
and Dow Europe (verified by KPMG environmental consulting).
A carefully stated conclusion paragraph nevertheless can give the reader information. KPMG Environmental Consulting

**

written statements on data and performance

express their opinion by means of a negative assurance and provide the reader with a detailed explanation of their
opinion.
5.2Analysis of expert statements in EMAS environmental statements
A list of registered sites up to 21 March 1996 was used for the selection of EMAS environmental reports. All companies on
the list were approached, but not all environmental statements have been received (some being out of print, high costs
involved etc.). Up to 21 March 1996 142 sites had complied with the EMAS Regulation. We received 77 environmental
statements as per 1 July 1996:
Table 7 - Analysis of expert statements
Country

Registered

Received

Statements included

Austria

6

3

3

Belgium

2

1

1

Denmark

3

2

2

France

3

0

n.a.

113

58*

49

Ireland

1

1

1

Netherlands

3

3

3

Norway

1

1

1

Sweden

1

1

0

UK

9

7**

2

142

77

62

Germany

Total

*One German company submitted an environmental report 1994 and although the site participates in the EMAS scheme, no
sign of validation was found in the environmental report.
**One UK company sent information on its site, but not an environmental report.
Although including a statement of the verifier is not mandatory according to the EMAS requirements, there obviously is a
perceived need for including such a statement, because in 62 (83%) of the environmental statements received the verifier
included an expert statement, varying from some few words to a quarter of a page. The most brief verifier's statement: "We
validate this environmental statement" was found 15 times. The verifier's statements often mentioned something about the
way evidence was gathered and gave an opinion on the reliability of the data and information presented and that
environmental issues were adequately addressed.
Most of the verifier's statements look alike. Ten different kinds of verifier's statements are found (see tables 8 (a) and (b)
below). Verifiers appear to use the same statement for different companies/sites.
The following verifier's statement was found to be most common (27 times) (example II):
"Based on spot checks on sites, interviews, documents, data and received information, [name verifier] came to the
conclusion that:
-the environmental policy, programme, the method of the environmental review and audit of the environmental management
system, the environmental management system and the environmental statement comply with the requirements of EMASRegulation 1836/93;
-the data and written statements (information) in the above mentioned environmental statement are reliable/true and

correct and that all for the site relevant and significant environmental aspects are shown in an adequate way/have been
adequately addressed".
The wording of these statements shows certain resemblance with the wordings of the conclusion paragraph proposed by
IFAC in its discussion paper.
The following verifier's statement was found six times where the view presented by the environmental statement is of
importance:
"The Environmental Policy, Programme, Management System, Review and Environmental Statement meet the requirements
of the EMAS Regulation. The data and written statements (information) in the above mentioned environmental statement
were examined and show the relevant and significant environmental aspects in a realistic way/ give a realistic
representation of the environmental aspects of the location".
A certificate valid for three years was given on two occasions.
Table 8 (a) - Contents of expert statements made by verifiers (EMAS)
(Roman numbers refer to table 8 (b))

Wording of Expert Statements

Found in

Example I:
On the basis of the documentation, data and information resulting from internal procedures examined during the verification process
at [name site], it appears that the Environmental Policy, Programme, Management System, Review and Environmental Statement
meet the requirements of the EMAS Regulation.

6%

Example II:
Based on spot checks on sites, interviews, documents, data and received information, [name verifier]came to the conclusion that:

36%

-the environmental policy, programme, the method of the environmental review and audit of the environmental management system,
the environmental management system and the environmental statement comply with the requirements of EMAS-Regulation
1836/93;
-the data and written statements (information) in the above mentioned environmental statement are reliable/true and correct and that
all for the site relevant and significant environmental aspects are shown in an adequate way/have been adequately addressed.
(This validates the environmental statement.)
Example III:
Verification: [name verifier] hereby verifies that [name site] through

3%

-an environmental review
-a documented and implemented environmental management system, and
-the present publicly available environmental statement fulfils the conditions of "Council regulation (EEC) n° 1836/93 of 29 June
1993 allowing voluntary participation by companies in the industrial sector in a Community Eco-Management and Auditing
Scheme"(EMAS).
Example IV:
The Environmental Policy, Programme, Management System, Review and Environmental Statement meet the requirements of the
EMAS Regulation. The data and written statements (information) in the above mentioned environmental statement were examined
and show the relevant and significant environmental aspects in a realistic way/ give a realistic representation of the environmental
aspects of the location.

6%

Example V:
The Environmental Policy, Programme, Management System, Review and Environmental Statement meet the requirements of the
EMAS Regulation. The certainty of the data and information given in the environmental statement, the fact that the material
environmental questions concerning the site have been paid attention to, as well as the compliance with all environmental
regulations were examined.

1%

Example VI:
After examining The Environmental Policy, Programme, Management System, Review and Environmental Statement, I validate
according to the requirements of the EMAS Regulation (EEC) n° 1836/93 of 29 June 1993.

8%

Example VII:
The result of the verification was compliance with EMAS and that the internal audit procedures are satisfactory with respect to
technical issues, that all material questions have been discussed, that the requirements of Appendix I of EMAS are fulfilled, that the
environmental statement is precise and detailed and that it is in accordance with the requirements of the system.

1%

Example VIII:
The environmental policy, programme, management system and audit comply with the requirements of the EC-Regulation 1836/93.
This applies also to the environmental statement that reflects the significant environmental aspects in a realistic way.

1%

Example IX:
The environmental verifier [name verifier] confirms that the site [name site] of company [name company] after examination of:

1%

-the environmental policy
-the environmental targets and programme
-the environmental management system
-the method of the environmental review and audit of the environmental management system
-the environmental statement of the site
fulfils the requirements of the Regulation of 29 June 1993 concerning the voluntary participation of industrial companies to a
common Eco Management and audit scheme.
The reliability of the data and information in the environmental statement, the fact that the material environmental questions
concerning the site have been paid attention to, as well as the compliance with environmental regulations were examined.
This environmental statement is validated.
Example X:
We validate this environmental statement.

20%

No expert statements

17%

Table 8 (b) -Environmental statements received of companies/sites which complied with EMAS, 21 March 1996
(Roman numbers refer to examples in table 8 (a) above)

Company/Site

Country

Name verifier

expert statement
of verifier

Akzo Nobel Chemicals, Gillingham

UK

Bureau Veritas Quality International

yes, I

ARCO Chemie Nederland

Netherlands

Bureau Veritas Quality International

yes, I

EG&G Sealol

Ireland

SGS Yarsley-International Certification Services

yes, I

Forbo-Novilon

Netherlands

KPMG Certification

yes, I

AVR Chemie, Rozenburg and Maasvlakte

Netherlands

KPMG Certification

yes, II

Stora Kabel, Hagen

Germany

Lloyd's Register Quality Assurance

yes, II 3

Hoechst Trevira, Bad Hersfeld

Germany

Lloyd's Register Quality Assurance

yes, II

Volvo Cars, Gent

Belgium

Lloyd's Register Quality Assurance

yes, II

Siemens, Bereich Energieerzeugung, Berlin

Germany

Josef Stoll

yes, II

Cherry Mikroschalter, Auerbach

Germany

DQS

yes, II

Neste Deutschland, Werk Weiding

Germany

DQS

yes, II

Grundig, Nürnberg

Germany

DQS

yes, II

Fürstliche Fürstenbergische Brauerei, Donaueschingen

Germany

DQS

yes, II

Blaue Quellen, Neuselters Mineralquelle

Germany

DQS

yes, II

Zucker, Braunschweig

Germany

DQS

yes, II

AKZO Nobel, Düren

Germany

DQS

yes, II

Unichema, Emmerich

Germany

DQS

yes, II

Siemens, Amberg und Cham

Germany

DQS

yes, II

Zucker Verbund Nord, Werk Clauen

Germany

DQS

yes, II

Zucker Verbund Nord, Werk Schladen

Germany

DQS

yes, II

Zucker Verbund Magdeberg, Werk Klein Wanzleben

Germany

DQS

yes, II

Siemens Nixdorf, Paderborn

Germany

DQS

yes, II

Aesculap, Tuttlingen

Germany

Gerling Cert Umweltgutachter

yes, II

GEW Koln

Germany

Gerling Cert Umweltgutachter

yes, II

Axel Sringer Verlag, Ahrensburg

Germany

Gerling Cert Umweltgutachter

yes, II

Poggenpohl

Germany

Gerling Cert Umweltgutachter

yes, II

3M, Kamen

Germany

Shitag, Ernst & Young

yes, II

3M, Hamburg

Germany

Shitag, Ernst & Young

yes, II

Sedus Stoll, Waldshut/Dogern

Germany

TÜV/Agimus

yes, II

SP Reifenwerke, Hanau (Dunlop)

Germany

Dr. Hartmut Heijn

yes, II

Peterson Mors

Norway

Det Norske Veritas

yes, II

Phoenix-Trykkeriet, Hojberg

Denmark

Det Norske Veritas

yes, III

Salomon & Rousell, Valby

Denmark

Det Norske Veritas

yes, III

Konica Business Machines Manufacturing, Lüneburg

Germany

TÜV

yes, IV4

Volkwagen, Werk Emden

Germany

TÜV

yes, IV

Hering Bau, Burbach-Holzhausen

Germany

TÜV

yes, IV

CWS-Lackfabrik, Düren

Germany

Dipl-Ing. C. Spiedel

yes, IV

ABB Henschel, Werk Kassel

Germany

Klaus Kall

yes, V

Hans Grohe, Offenburg

Germany

TÜV

yes, VI

Neff, Bretten

Germany

TÜV

yes, VI

Temic, Aschau am Inn

Germany

TÜV

yes, VI

Temic, Teck

Germany

Ing. Jan Uwe Lieback

yes, VI

Temick, Vocklabruck

Austria

Ing. Jan Uwe Lieback

yes, VI

Siemens, Brake

Germany

Dr. Ing. Erwin Wolf

yes, VI

Eckes-Granini, Bröl

Germany

Prof. dr.-ing. Helmut Wirner

yes, VII

Zeyko, Althengstett

Germany

Dr. Ing. Hans-Peter Wruk

yes, VIII

Siemens, Bensheim

Germany

Dr. Fritz H. Meckel

yes, IX

Canon, Giessen

Germany

Dr. Jur.Fritz H. Meckel

yes, X

Viessmann Werke, Allendorf, Werk 05

Germany

Dr. Werner Wolfarth

yes, X

Privatbrauerei Moritz Fiege

Germany

Dr. Werner Wolfarth

yes, X

Excentra, Fellbach

Germany

Dr. Werner Wohlfarth

yes, X

CEKA

Germany

Dr. Werner Wolfarth

yes, X

Mitsubishi Semiconductor Europe, Alsdorf

Germany

Dr. Werner Wohlfarth

yes, X 4

Hydro Aluminium Nenzing

Germany

Klaus Kall

yes, X

Layazee Beds, Batley

UK

TRADA Certification

yes, X

Bodet & Horst

Germany

Dr. Wilhelm Roß

yes, X

Audi, Werk Neckarsulm

Germany

Dr. Andres Riss/Wolfgang Lebender

yes, X

Braun, Melsungen

Germany

Dr. Wolfgang Feller/Carroll-Heinz Neubauer

yes, X

FSB, Brakel

Germany

Trischler und Partner

yes, X

AEG Hausgeräte, Kassel

Germany

Dr. Jürgen Hubald/Klaus Kall

yes, X

Julius Blum, Höchst

Austria

Klaus Kall

yes, X

Julius Blum, Bregenz

Austria

Klaus Kall

yes, X

AEG Hausgeräte, Werk Rothenburg

Germany

Klaus Kall

no

Ciba Clayton, Manchester

UK

British Standards Institution

no

NOR Systems, Harwich

UK

Bureau Veritas Quality International

no2

Stora Fors, Fors

Sweden

SIS-certifiering

no1

Bosch-Siemens Hausgeräte, Dillingen

Germany

TÜV

no

Bosch-Siemens Hausgeräte, Werk Traunreut

Germany

TÜV

no

Volvo Bus and Truck Assembly

UK

Lloyd's Register Quality Assurance

no

B. Achberger & Sohn, Lindenberg

Germany

Dr. Ing. Reiner Beer

no

Albert Ackermann,Gummersbach

Germany

Dipl-Ing Carsten Speidel

no

Neumarkter Lammsbräu

Germany

Dr.-Ing. Helmut Wirner

no

HIPP, Pfaffenhofen

Germany

EuroCerta Food, Prof.Dr.Ing Helmut Wirner

no

Vauxhall Motors Elesmere Port

UK

BSI Quality Assurance

no

Cor

Germany

Dr. Wilhelm Groß/Werner Wohlfarth

no

1

Included in a special brochure on their participation to EMAS.
On each page the name of the firm, name of the verifier, date of validation, and "environmental statement validated in
accordance with Council Regulation (EEC) n° 1836/93 of 29 June 1993", is stamped in red.
3
A copy of the letter of the registration of the participation to the EMAS-scheme was included.
4
The verifier also issued a certificate concerning the compliance with EMAS, which is valid for three years
2

6.EXPECTATIONS OF EXPERT STATEMENTS - VIEWS OF COMPANIES AND INDEPENDENT EXPERTS6.
EXPECTATIONS OF EXPERT STATEMENTS - VIEWS OF COMPANIES AND INDEPENDENT EXPERTS
Where companies and/or users of environmental reports have unrealistic expectation of the work of the independent
professional than is being performed an expectation gap will arise. Such an expectation gap may be caused by:
-differences between companies/users and independent professionals in the interpretation of expert statements;
-differences between companies/users and independent professionals in the interpretation of the scope of the assignment;
-insufficient work performed by independent professionals.
In order to gain further insight into these potential differences, a survey was conducted. However, since potential users of
environmental reports are numerous, we decided to limit the survey to the expectations of the companies and their
interpretations of the expert statement included in the environmental report. Further research is clearly needed to assess
users' expectations.
Some elements of the stakeholder's perspective have however recently been addressed by drawing on a report by the Global
Environmental Management Initiative and the Investor Responsibility Research Center on environmental reporting and third
party statements (expert statements), which assesses the value of expert statements to the following key stakeholder groups:
environmental groups, institutional investors, regulators, the media and corporate environmental staff. Participants of these
key stakeholder groups (on average 7.4 participants per group) gave quantitative responses to a series of questions about
different report features and information channels. The goals of the study were:
(a)to explore whether the presence of an expert statement in an environmental report would contribute to more positive
evaluations of its credibility by various stakeholder groups.
Two reports of companies in the same industry were compared (Amoco and BP). The presence of the expert statement from
Ernst & Young in the environmental report of BP did not appear to make an appreciable difference. All of the focus groups
preferred the Amoco report to the BP report. Amoco's report was viewed as both more credible and complete in terms of
addressing different facets of environmental performance than BP's report. Apparently there are more variables at stake in
evaluating the credibility of environmental reports.
(b)to assess which environmental report elements contribute the most to communicating credibility.
A balanced tone, defined as coverage of both positive and negative aspects of environmental programmes, was the single
highest rated credibility enhancing feature. Seventy five percent of the features reviewed by stakeholders were ranked
higher than expert statements by the stakeholder focus groups. Regulators gave expert statements the lowest rating of any
focus group. None of the stakeholders groups that participated in the study believed that recent expert statements added
much, if any, incremental value to corporate environmental reports published in 1994. The participants were also asked
what the importance was of specific attestation elements in establishing credibility. In figure 1 reproduced from the report,
the importance of several elements is shown. The accuracy of the data was the most important element followed by
recommendations for improvement and follow-up of previous recommendations. Also here a balanced tone scored high.

Source:Environmental Reporting and Third Party Statements, Investor Responsibility Research Center and Global Environmental Management, Initiative copyright 1996

(c)to assess the credibility of different types of organizations to perform certifications of corporate environmental reports.
There was no clear consensus on the type of firm, combination of skills, or individuals that would be best qualified to give
an informed, yet independent, expert statement on a corporate environmental report. Many participants believed that the
system for attestation of financial information in annual reports by audit firms works reasonably well, as a result of
widespread faith in the accounting/audit standards and the ability of potentially aggrieved parties to sue the audit firms for
misrepresentation. Participants expressed doubt about the potential for attestation to add value until clear standards for the
audit and the attestation were agreed upon.
The results of this study indicate the importance of establishing certain generally agreed environmental accounting and
reporting standards in order to improve confidence in environmental reports.
Methodology of the survey
In our survey, questionnaires were sent to companies which were known to have published and to professionals who
performed the audit of, environmental reports as listed in Appendix 1. The questionnaire, which is based on the latest
received environmental report of the company and has a limited number of questions, is included in Appendix 3. The
questionnaires were addressed to the managers responsible for engaging the independent professionals and to the managers
responsible for the audits. A copy of the expert statement was attached to the questionnaires. In total 27 companies and 16
independent professionals received a questionnaire. Nineteen replies were received from companies, one company did not
have time to answer the questionnaire, so in total 18 replies of companies were analysed (useful response rate 67%). From
11 independent professionals in total 13 replies were received, although in one case not all questions were answered (useful
response rate therefore varies from 44%-48%). In 10 cases replies were received from both the company that published the
environmental report and from the independent professional (useful response rate 37%).
Nearly 74% of the British companies replied whereas from the other European countries only 31% replied. This may have
been due to our distributing the questionnaire in English only. Half of the companies were utility providers (water,
electricity, telecommunication), largely as a result of the British influence and one third was from the chemical industry.
Table 1 - Analysis per industry of company replies used in the analysis

Industry

Country

Replies

Chemical

Finland
Netherlands
France
Switzerland
United Kingdom

1
1
1
1
1

Oil

United Kingdom

2

Retail

United Kingdom

1

Telecommunications

United Kingdom

1

Water

United Kingdom

4

Electricity

United Kingdom

4

Netherlands

1

Total

18

Waste disposal

Limitations of the research
Since the number of expert statements included in environmental reports is widely thought to be very low, the findings of
this survey may not accurately capture practice in the near future. Because of the small proportion of published expert
statement in environmental reports no statistical analyses were performed.
As mentioned in Chapter 5 in collecting the expert statements included in environmental reports a certain bias might exist,
because they were received from FEE-members, who are all public accountants. The survey is based on the expert
statements received and may therefore be biased towards expert statements of public accountants as well as reflecting a
possible bias toward practice in the United Kingdom. Also the close involvement of companies may bias outcome become
companies may dictate scope.
In order to prevent any confusion the words "audit of environmental reports" were not used in the questionnaires, but rather
we referred to "verification of environmental reports". A list of definitions was also included.
Results
Companies
The relative importance of factors on giving an independent firm the assignment to give an independent opinion on
(a part of) the environmental report:
Reliability and contributing to the image of the company were perceived as the most important factors in deciding to give an
independent firm the assignment for an audit (see figure 2). Other important influences included pressure from
environmental groups, customers and local residents, each being more important than pressure from shareholders and
external financiers. From the question about who the readers of environmental reports are, it appeared that customers/consumers were mentioned almost as often (13 times) as shareholders (12 times) and external financiers (11 times). Although
as readers of environmental reports employees/labour unions were mentioned as often as environmental groups (17 times),
their perceived importance was less.
Working towards EMAS and compliance with other regulations/guidelines were the least important factors for giving an
independent professional the assignment to give an opinion on (part of) the environmental report. Nine companies gave a
reply that varied between not important and of little importance.
The relative importance of factors on the choice of the independent firm that gave the opinion:
The most important factor influencing the choice of independent firm was said to be environmental expertise as can be seen
in figure 3. Operating international was also important, probably because many companies have subsidiaries in different
countries. Having accounting and auditing expertise was important, but was perceived less important than having
environmental expertise. The fact that the independent professional audits the company's financial statements was also less
important. According to 11 replies (61%) this fact was not important at all, as was the combination of environmental
expertise and auditing and accounting expertise that can be found in the big six firms. Although the opinion on the
environmental report should be given by independent professionals the fact that the "independent" professional also had
advised in implementing was four times perceived as important. The cost planning of independent professionals was
perceived as quite important.
From the survey it appeared that in practice different types of professionals worked together. According to the replies of
independent professionals that gave opinions on environmental reports issued by companies responding to this survey their
background consisted of:
-six times environmental consultant
-twice a public accountant
-twice an environmental consultant and a public accountant

-once an environmental consultant, a management consultant and a public accountant
-once an environmental consultant and a management consultant
-once an environmental consultant and a scientist

What did the company expect from the independent professional ?
The most important expectation mentioned was, as shown in figure 4, to detect errors in the performance data and written
statements. Expecting advice was considered of only moderate importance. The importance of detection of environmental
fraud and non compliance with environmental legislation differed between companies from very important to not important.
Clearly, companies and the independent professionals should discuss what should be part of the engagement.
Independent professionals
What do users, in the opinion of the independent professional, expect of the work of the independent professional ?
The most important expectation users have as seen by independent professionals is that the presented information contains
no material misstatement (87%) (see figure 5). This is closely followed by an expectation that the view presented by the
environmental information as a whole corresponds with the environmental issues of the company (84%) and also that the
core emissions as reflected in the environmental performance report correspond with real polluting substances emitted. The
question as to whether the EMS is effective or not is of less importance.
In what way does the independent professional describe in his expert statement that not all expectations can be
fulfilled ?
The independent expert usually tries to limit external expectations by describing the work performed in the expert statement
itself (see also tables 3 and 4 in Chapter 5) Other efforts are made by describing the objectives and limitations as well as the
subject matter of the audit.

Table 2 - Limiting user expectations in expert statements

by describing:

accountants

environmental
consultants related to
an audit firm

environmental
consultants

the audit work performed

3

0

4

the objective of the audit

2

0

4

the limitations of the audit

2

0

2

the subject matter of the audit

2

0

3

not described

0

0

1

Descriptions of limitations in the fulfilment of expectations in expert statements can be positively formulated by mentioning
the subject matter of the audit and in particular the objective of the audit, but can also be negatively formulated by
mentioning the limitations of the audit. From the survey of expert statements it appeared that audit objectives were only
mentioned in 36% of the expert statements. From the 13 received replies in this survey it also appeared that national
independent professionals use a description of the audit objective to indicate what users of environmental reports may expect
from them.
In what way does the independent professional describe uncertainties or limitations that he met during his work ?
Table 3 - Description of uncertainties and limitations

by describing:

accountants

environmental
consultants related to
an audit firm

environmental
consultants

limitations or uncertainties

1

0

6

by expressing in the opinion a moderate level of assurance

2

0

3

describing the work not performed

1

0

3

what we did, that we did not visit all sites for example

0

0

1

the work performed and the areas of improvement etc.

0

0

1

in full report to the client

0

0

1

expressing in the opinion a level of assurance corresponding to the
scope of the work performed

1

0

0

not described

1

0

1

Table 3 summarises the responses of the professional experts in respect of how they might describe uncertainties or
limitations discovered. In about half the cases the limitations or uncertainties would be described. Other approaches are to
give an opinion with a moderate level of assurance (5 times) and to describe the work not performed (4 times).
Comparison between companies and independent professionals
Both the companies and the independent professionals were asked the same questions regarding:
* the importance of the expectations of companies

* the interpretation of the expert statement
* the interpretation of the statement "true and fair view"
Differences between their answers could indicate a difference in expectation. In total, 10 paired replies (a reply received
both from company and professional that audited the environmental report) could be analysed. Both companies and
independent professionals gave answers on a five-point scale. The difference between replies of each corresponding
company and independent professional was analysed and incorporated in tables 4-6. Each table has its own reference base.
The reference base in table 4, concerning the importance of expectations of companies, is the expectation of the independent
professional. In this table one level higher means that the company perceived the expectation more important than the
independent professional (e.g. the company answered quite important and the independent professional answered neutral).
Differences of more than one level would appear to be of some importance.
Table 4 -Differences between the independent professionals and the companies regarding the following expectations
of the work performed (in total 10 reactions both from companies and the corresponding independent professionals)

>1 level higher

1 level higher

idem

1 level lower

>1 level lower

Total

opinion and advice on the adequacy of the design
of the environmental report*/****

0

2

1

4

1

8

opinion on the completeness of the disclosure

1

3

4

1

1

10

detect errors in environmental performance data

0

4

6

0

0

10

detect errors in written statements

0

3

5

1

1

10

detect deficiencies in the environmental
0
information system, including the internal controls

3

3

4

0

10

opinion on the work performed by the internal
audit team**/***

3

1

1

2

1

8

detect emissions that were not reported

3

1

3

2

1

10

detect environmental fraud committed

2

2

2

2

2

10

detect non compliance with environmental
legislation that applies to the company

1

0

6

1

2

10

advice on the environmental management system

1

2

1

5

1

10

total

11

21

32

22

10

96

* one time of little importance vs. nothing
** one time not applicable vs. quite important
*** one time quite important vs. not applicable
**** one time no answer
In only one third of cases was there complete agreement between the companies and the independent professionals (although
in over 75% of cases there as one level of a difference or less). Notably, companies' expectations are higher regarding
detecting errors in environmental performance data and written statements. Important variances in expectations may be
found concerning the opinion on the work performed by the internal audit team, the detection of emissions not reported and
the detection of environmental fraud committed where company expectations were higher. The differences are not only in
the direction that the company perceives it more important, but there are also assignments in which the company perceives it
as less important. For example advice on EMS was perceived as less important by companies than by independent
professionals as were opinions on the adequacy and design of the environmental report.

The reference base of table 5 is the opinion of the independent professional. One level higher means that the company
perceived more assurance on the assertions mentioned in the table than the independent professional intended to give (e.g.
the company answered almost full assurance and the independent professional answered neutral). Differences of more than
one level would appear to be of some importance.
In total, there was a 38% level of agreement on the interpretation of the expert statement with 84% being within plus or
minus one level of response. Overall the companies perceived in 36% of cases more assurance than independent
professionals intended to give and in 25%, less assurance than independent professionals intended to give. In particular in
the case of material misstatements and the real polluting substances emitted, companies perceived there to be more
assurance. In contrast in regard to compliance with environmental legislation and the effectiveness of EMS companies
perceived less assurance.
Regarding the interpretation of the statement that the environmental report gives a "true and fair view", in general in 40% of
the interpretations there was agreement. More and less assurance perceived were more equally divided as for the
interpretation of the expert statement. Table 5 suggests that it may be important for guidance to be formulated at what level
of assurance can be drawn for specific assertions made in the expert statement.

Table 5 -Differences between the interpretation of the company and the independent professional, both regarding the
expert statement and regarding "true and fair view" statement
Basis is the opinion of the independent professional
One level higher means that the company perceived on the 5-point scale, one level more assurance than independent
professionals.

>one level
higher

one level
higher

idem

one level
lower

>one level
lower

total

1
0

3
1

4
5

2
3

0
0

10
9

1
0

4
3

3
2

2
4

0
0

10
9

1
0

4
3

4
5

1
1

0
0

10
9

1
0

5
2

3
6

1
1

0
0

10
9

0
0

4
2

5
4

0
3

1
0

10
9

0
0

1
2

8
3

1
4

0
0

10
9

1
0

2
1

4
5

2
3

1
0

10
9

the company complies with environmental legislation
expert statement
true & fair view statement **

0
0

3
2

2
3

3
1

2
3

10
9

the environmental management system is effective
expert statement *
true & fair view statement **

0
1

1
3

3
2

2
1

3
2

9
9

0
1

4
2

2
1

1
1

3
4

10
9

5
2

31
21

38
36

15
22

10
9

99
90

the view presented by the environmental information as a whole
corresponds with the environmental issues of the company
expert statement
true & fair view statement **
full disclosure of all material matters relevant to the proper presentation of the environmental information
expert statement
true & fair view statement **
the information is presented adequately and in a consistent way
expert statement
true & fair view statement **
the presented information contains no material misstatements
expert statement
true and fair view statement **
the substances as reflected in the environmental performance report
correspond with the real polluting substances emitted
expert statement
true & fair view statement **
the environmental information system, including the internal controls
are adequate to provide reliable information
expert statement
true & fair view statement **
no environmental fraud has been committed by the company
expert statement
true & fair view statement **

the company continuously improves its environmental performance
expert statement
true & fair view statement **
Total *
Total **

* once complete assurance (company) vs. not applicable (independent professional)
** one independent professional did not answer this question

Table 6 -Differences between the interpretation of true and fair view and the opinion provided by the independent
professional
>one level
higher

one
level
higher

idem

one
level
lower

>one
level
lower

total

the view presented by the environmental information as a whole
corresponds with the environmental issues of the company
company
independent professional **

0
0

1
1

7
4

1
4

1
0

10
9

full disclosure of all material matters relevant to the proper presentation of
the environmental information
company
independent professional **

0
0

3
2

4
3

2
4

1
0

10
9

the information is presented adequately and in a consistent way
company
independent professional **

0
0

2
0

6
6

2
3

0
0

10
9

the presented information contains no material misstatements
company
independent professional **

0
0

1
0

7
5

2
4

0
0

10
9

the substances as reflected in the environmental performance report
correspond with the real polluting substances emitted
company
independent professional **

0
0

1
0

7
5

0
4

2
0

10
9

the environmental information system, including the internal controls are
adequate to provide reliable information
company
independent professional **

0
0

1
1

7
5

2
3

0
0

10
9

no environmental fraud has been committed by the company
company
independent professional **

0
1

1
2

8
3

1
3

0
0

10
9

the company complies with environmental legislation
company
independent professional **

0
0

1
2

8
4

1
3

0
0

10
9

the environmental management system is effective
company
independent professional*/**

1
1

0
0

6
6

1
1

2
0

10
8

2
0

1
0

4
7

1
2

2
0

10
9

3
2

12
8

64
48

13
31

8
0

100
89

the company continuously improves its environmental performance
company
independent professional **
Total
Total */**

*once almost full assurance vs. not applicable
** one independent professional did not answer the question regarding true and fair view
In general the opinion that "the environmental report gives a true and fair view" should give more assurance on assertions
than most of the expert statements provided. In table 6 the basis is the interpretation of the opinion that the environmental
report gives a "true and fair view". One level higher means that the expert statement is perceived to give more assurance on
that particular assertion than the "true and fair view". Both the interpretations of companies and independent professionals
are reflected in the table. In this table attention should be paid to one level higher or more than one level higher, since it is
surprising that an expert statement provides more assurance than the opinion that the environmental report gives a "true and
fair view". Both companies and independent professionals perceive in 15% and 11% of cases that the expert statement
provides more assurance on the assertions mentioned in the table. In total in 64% of companies and in total 54% of
independent professionals perceived that the expert statement gave the same assurance on the assertions mentioned as the
opinion that the environmental report gives a "true and fair view". More and less assurance on assertions is equally divided
at the company's interpretation. Independent professionals, however more often (35% vs. 21%) interpreted that their expert
statement gave less assurance on the assertions mentioned than the opinion that the environmental report gives a "true and
fair view". This was probably more so in the case of professional accountants.
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Table 7 - Interpretation of the "true and fair view"

complete
assurance

almost
complete
assurance

neutral

almost no
assurance

no
assurance

total

9
2
1
5

6
1
0
2

2
0
0
0

0
0
0
0

0
0
0
0

17
3
1
7

9
2
1
3

6
1
0
4

2
0
0
0

0
0
0
0

0
0
0
0

17
3
1
7

10
2
1
2

7
1
0
4

0
0
0
1

0
0
0
0

0
0
0
0

17
3
1
7

14
2
1
5

3
1
0
2

0
0
0
0

0
0
0
0

0
0
0
0

17
3
1
7

9
0
1
4

6
3
0
3

2
0
0
0

0
0
0
0

0
0
0
0

17
3
1
7

4
1
0
2

11
1
1
5

1
1
0
0

0
0
0
0

1
0
0
0

17
3
1
7

4
0
0
3

7
0
1
3

5
2
0
0

0
1
0
1

1
0
0
0

17
3
1
7

the company complies with environmental legislation
company
public accountant
environmental consultant related to an audit firm
environmental consultants

5
0
0
1

2
1
1
4

5
1
0
2

2
1
0
0

3
0
0
0

17
3
1
7

the environmental management system is effective
company
public accountant
environmental consultant related to an audit firm
environmental consultants*

4
0
0
1

3
0
0
3

7
2
1
3

1
1
0
0

2
0
0
0

17
3
1
7

the view presented by the environmental information as a whole
corresponds with the environmental issues of the company
company
public accountant
environmental consultant related to an audit firm
environmental consultants
full disclosure of all material matters relevant to the proper presentation of the environmental information
company
public accountant
environmental consultant related to an audit firm
environmental consultants
the information is presented adequately and in a consistent way
company
public accountant
environmental consultant related to an audit firm
environmental consultants
the presented information contains no material misstatements
company
public accountant
environmental consultant related to an audit firm
environmental consultants
the substances as reflected in the environmental performance report
correspond with the real polluting substances emitted
company
public accountant
environmental consultant related to an audit firm
environmental consultants
the environmental information system, including the internal controls
are adequate to provide reliable information
company
public accountant
environmental consultant related to an audit firm
environmental consultants
no environmental fraud has been committed by the company
company
public accountant
environmental consultant related to an audit firm
environmental consultants

the company continuously improves its environmental performance
company

public accountant
environmental consultant related to an audit firm
environmental consultants

4
1
0
1

4
1
0
5

3
1
1
1

3
0
0
0

3
0
0
0

17
3
1
7

Total companies
Total public accountants
Total environmental consultant related to an audit firm
Total environmental consultants

72
10
5
27

55
10
3
35

27
7
2
7

6
3
0
1

10
0
0
0

170
30
10
70

* once complete assurance vs. not applicable
In table 7 all received replies on the question how they would interpret the statement "the environmental report gives a true
and fair view" are summarised. On each assertion an answer could be given an on a five-point scale varying from complete
assurance to no assurance. One company did not answer this question, so in total 17 answers of companies are included.
It was expected that the first six assertions would lead to almost complete assurance. Yet complete assurance was given on
the ten assertions 114 times by the 28 respondents. Even the three responding accountants gave complete assurance ten
times.
The most important differences arose in the interpretation of the assertion on the detection of environmental fraud.
Accountants gave relatively little assurance, while companies and environmental consultants interpreted that almost full to
full assurance was given. Differences in interpretation were also found concerning compliance with environmental
legislation and improvement of the environmental performance. Concerning the effectiveness of the EMS there was no
consensus in the company respondent group, although there was a difference between accountants and environmental
consultants. The latter group gave more assurance.

7.CONCLUSIONS AND RECOMMENDATIONS
Auditing of environmental reports is still at an early stage in development, with no standard form of audit statement. In
order to gain insight in the expert statements published this exploratory research analysed their wording in environmental
reports published in Europe, with the following broad conclusions:
Corporate environmental reports
-Who issues the expert statements
(1)in all, 59% of environmental reports were audited by environmental consultants, 11% by environmental consultants
related to audit firms, and 30% were audited by public accountants; no multidisciplinary teams were observed;
(2)there were certain differences between countries: in the UK, in cases where environmental reports were audited, expert
statements were usually issued by environmental consultants; whereas, in the Netherlands, the expert statements on
environmental reports reviewed most were issued by public accountants specialising in environmental matters.
-Contents of the expert statements
(1)there was no uniformity in that expert statements were different for each company that had published environmental
reports; in particular, the contents of statements by public accountants and audit-firm related consultants differed from those
issued by environmental consultants, for example regarding describing the work performed and mentioning good practice
and recommendations;
(2)environmental consultants gave opinions on different subject matters, some times resulting in a "general" opinion;
(3)none of the expert statements were jointly signed by a team of environmental consultants and public accountants, nor was
reference made to any work performed by other experts.
-Scope of the assignment
(1)the scope of the assignments was not well defined in expert statements, only in 30% of cases was there a reference made
to the pages audited;
(2)there was no consistency between companies as to the scope of the audit assignment;
(3)instead of describing the scope of the audit, most statements gave a description of the audit procedures.
-Audit objectives
(1)audit objectives were separately mentioned in only 36% of the expert statements; where objectives were mentioned, these
differed significantly;
(2)criteria used to assess whether the objectives were achieved were mentioned in only 47% of the expert statements.
-Extent of assurance
(1)environmental consultants used the word "review" in a different way to that in which it is used by public accountants,
because the purpose of a review in the expert statements on environmental reports was verification, and the procedures
performed extend the ones required for a review, but are less than the procedures required for an audit. With one exception,
it was not related to a "negative assurance";
(2)accountants who provided a negative assurance did not use the words "did not perform an audit" in their statement;

(3)some of the conclusion paragraphs, especially those issued by environmental consultants, may result in higher
expectations of assurance than was intended.
-Other differences between the reports issued
(1)public accountants
- referred to the audited pages of the environmental report;
- made no reference to the reason for their opinion;
- only gave a brief description (if any) of the audit methodology used.
(2)accountants and audit-firm related consultants:
- more carefully stated the wording in the conclusion paragraph than environmental consultants;
(3)environmental consultants:
-rarely identified the pages of the environmental reports that were audited;
-implied by their conclusions that coverage was comprehensive and gave opinions on a variety of different subject matter;
-explained their opinion by mentioning the audit methodology, good practices or improvements made by the company and
any recommendations outstanding.
EMAS environmental statements
(1)Although a verifier's statement is not mandatory, 83% of the environmental statements received included a verifier's
statement.
(2)The wording of most verifiers' statements covered compliance with EMAS, the reliability of the data and information and
the view presented.
Survey
(1)Reliability and contribution to the image of the company were the most important features in giving an independent firm
the audit assignment.
(2)In choosing the independent firm, environmental expertise was the most important criterion. Auditing the company's
financial statements, being one of the big six audit firms and having advised in implementing the EMS were less important
features.
(3)The most important factors in the expectations regarding the work of the independent firm were detecting errors in the
environmental performance data and written statements, an opinion on the completeness of the disclosure and detecting
deficiencies in the environmental information system, including internal controls.
(4)Because expectations of companies differed regarding detection of environmental fraud, compliance with environmental
legislation and advice on EMS, it would appear to be important from a risk minimisation perspective for auditors to discuss
with the company whether these elements should be part of the engagement.
(5)In only 33% of the comparisons of the importance of expectations of companies and independent professionals regarding
the work performed did there appear to be agreement. Companies expectations were especially high regarding the detection
of errors in the environmental performance data and written statements.

(6)In 36% of the comparisons of expectations regarding the level of assurance provided by the expert statement companies
perceived more assurance, while in 25% of the comparisons companies perceived less assurance than independent
professionals provided. Regarding the view presented, the material misstatements and the real polluting substances emitted,
more assurance was perceived than independent professionals had intended. Regarding the effectiveness of the EMS,
companies perceived less assurance than independent professionals intended to give.
(7)In 79% of the comparisons between the statement that the environmental report gives a "true and fair view" and the expert
statement, companies believed that the expert statement gave the same level of assurance (64%) or more assurance(15%)
than is provided by the "true and fair view". Even the independent professionals believed in 65% of the comparisons that
they gave the same level of assurance on assertions (54%) or more assurance (11%) than is provided by the statement that
the environmental report gives a "true and fair view".
(8)Due to limitations inherent to auditing, the statement that the environmental report gives a "true and fair view" cannot be
interpreted as giving full assurance, on certain assertions. Nevertheless, 72 (42%) of the interpretations by companies, 10
(34%) of the interpretations by accountants, 5 (50%) of the interpretations by environmental consultants related to audit
firms and 27 (39%) of the interpretations by environmental consultants, were interpreted as full assurance. No consensus in
the level of assurance provided was found for the assertion on the detection of environmental fraud, compliance with
environmental legislation and improvement of environmental performance.
Finally our conclusions and recommendations have been drawn from a study which has relied on a large proportion of
reports published by UK companies, often utilities. In addition, the balance of "auditors" has been heavily weighted to
environmental consultants, and in particular our empirical research by questionnaire has relied on a small number of
responses, particularly when matched in chapter 6. However, these results should provide us with both a stimulus to conduct
further research and to debate issues in policy forum in this rapidly developing area.

RECOMMENDATIONS
Corporate Environmental Reports
1.As the audit of environmental reports is still at an early stage and there are no specific guidelines on how to perform an
audit or how to report, we recommend that expert statements would be clearer if it were to include a description of the scope
of the audit and the audit objectives. This would help to prevent the reader's expectations exceeding the actual scope of the
audit.
2.The nature of the audit procedures performed is important to the level of assurance that can be given. Most auditors
describe the audit work performed, although there is no basis for assuming that the readers understand the limitations of
audit methods and techniques used.
3.The conclusions of the auditor need to be stated carefully, particularly if the scope of the engagement was limited. The
conclusions should be framed in such a way that expectations do not exceed those that can be justified by the audit work
performed.
4.In Appendix 2, suggestions are given for different kinds of expert statements, based on those elements of expert statements
which emerged as being of importance as a result of the survey performed. The contents of an expert statement on an
environmental report should contain:

-title;
-addressee;
-the responsibility of company's management for the environmental report;
-subject matter of the audit, including:
⋅ description of the entity/site,
⋅ the name of the environmental report,
⋅ statement of the period covered,
⋅ the pages of the environmental report audited;
-the audit objectives;
-the comparison criteria that have been used to assess whether the objectives of the audit have been met;
-a description of the work undertaken;
-a description of the limitations of the audit;
-a clear opinion that creates no more expectation than can be justified by the audit work performed and the
expertise of the auditor or audit team;
-signature/name of the auditor(s)/firm;
-professional qualification of the auditor;
-auditor’s address;
-expert statements date.
As soon as standards are developed for different kinds of engagements covering the procedures for each kind of
engagement, these should be referred to. In the absence of standards, it is necessary to describe the purpose of the
procedures and the level of assurance that is given.
5.At this early stage of auditing environmental reports, the following should be ascertained:
(a)Management assertions should be reproduced, in which management states amongst other things that the company
complies with all relevant environmental legislation;
(b)The auditor should state whether management gave freely and willingly all the information they asked for.

(c)Often not all sites included in the corporate environmental report are visited, which could lead to a limitation in scope.
Consideration should be given to mentioning which sites were not visited or mentioning the number of sites visited of the
total number of sites included (based on size).
EMAS environmental statements
6.Although a verifier's statement is not mandatory, there is an obvious case for an expert statement. In Appendix 2 a
suggestion for the wording of such an expert statement is illustrated.
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APPENDIX 1 - COMPANIES, ENVIRONMENTAL REPORTS USED IN THE ANALYSIS

company

auditor

Belgium

Solvay 1993/94

Arthur D. Little

Denmark

Danish Steel Works 1992, 1993, 1994

KPMG

Novo Nordisk 1993, 1994

SustainAbility

Finland

Kemira Group 1994

KPMG

France

Rhône-Poulenc 1993, 1994

Coopers & Lybrand (environmental department)

Netherlands

DSM 1993, 1994

Deloitte & Touche

Dow Europe 1993, 1994

Arthur D. Little

Dow Europe 1993

KPMG environmental consulting

ING-bank 1995

KPMG Environmental Consulting

Rockwool Lapinus, 1994

Moret, Ernst & Young Milieu

Stadskwekerij, 1993

VB-Accountants

Stortplaats de Sluiner(SDS), 1993

Moret, Ernst & Young Milieu

Ciba, 1993, 1994

Arthur D. Little

Sandoz International, 1994

Arthur D. Little

Anglian Water, 1994

PA Consulting Group

Body Shop International 1991/92

Arthur D. Little

Body Shop International 1992/93, 1993/94

Environmental Resources Management

British Airways, 1994

Arthur D. Little

British Nuclear Fuel 1992, 1993

GIBB Environmental

British Nuclear Fuel 1994

Ove, Arup & Partners

British Petroleum Company, 1993

Ernst & Young

British Telecommunications, 1994

Touche, Ross & Co., Management and environmental consultants

Coats Viyella, 1993, 1994

Touche Ross & Co, Environmental consultants

National Power, 1992, 1994

Lloyd's Register

NatWest Group 1995/96

Coopers & Lybrand accountants

Neste, 1994

SustainAbility

Norsk Hydro, 1990

Lloyd's Register

Northumbrian Water Group, 1993/94

Aspinwall & Company

Nuclear Electric, 1994/95

Arthur D.Little and Binder Hamlyn

Severn Trent, 1994, 1995

Environmental Resources Management

Thorn EMI, undated

Aspinwall & Company

Tioxide Group, 1994

Det Norske Veritas

Welsh Water Group, 1993/1994

Acer Environmental

Yorkshire electricity, undated

Environmental Resources Management

Switzerland

United
Kingdom

APPENDIX 2 - ILLUSTRATIONS OF SUGGESTED FORMATS FOR EXPERT STATEMENTS
Illustrations for the structure of expert statements on environmental reports
Following our survey we believe that certain elements are of importance in including in the expert statement. This is also
confirmed by the GEMI/IRRC Environmental Reporting & Third Party Statement Project.
IFAC, in its discussion paper, suggests (Appendix 5) that conclusion paragraph included in the expert statements be
expressed in terms of the true and fair view ("presented fairly"). This wording is very close to equivalent financial audit
reports, and so might create confusion for the reader. A more careful wording, not referring to the true and fair view, should
be considered.
The contents of an expert statement on an environmental report should contain:

-title;

-addressee;
-the responsibility of company's management for the environmental report;
-subject matter of the audit, including:
⋅ description of the entity/site,
⋅ the name of the environmental report,
⋅ statement of the period covered,
⋅ the pages of the environmental report audited;
-the audit objectives;
-the comparison criteria that have been used to assess whether the objectives of the audit have been
met;
-a description of the work undertaken;
-a description of the limitations of the audit;
-a clear opinion that creates no more expectation than can be justified by the audit work performed
and the expertise of the auditor or audit team;
-signature/name of the auditor(s)/firm;
-professional qualification of the auditor;
-auditor’s address;
-expert statements date.
As soon as standards are developed for different kinds of engagements covering the procedures for each kind of
engagement, these should be referred to. In the absence of standards, it is necessary to describe the purpose of the
procedures and the level of assurance that is given.
Attention at this early stage of auditing environmental reports should be paid to the following points:
1.Management assertions should be reproduced, in which management states amongst other things that the company
complies with all relevant environmental legislation;
2.The auditor should state whether management gave freely and willingly all the information he asked for.
3.Often not all sites included in the corporate environmental report are visited, which could lead to a limitation in scope.
Consideration should be given to mentioning which sites were not visited or mentioning the number of sites visited of the
total number of sites included (based on more).
At this moment expert statements given on environmental reports differ. The following examples of expert statements are
provided:

A.Audit (two different statements);
B.Review (two statements);
C.Validation under EMAS.

1.Example of an unqualified audit statement on an environmental report:
AUDIT STATEMENT
To: [name the people to whom this audit statement is addressed]
We have audited the data and written statements made in [Name of the report, concerning period, name
of the company] , as included on pages [xx to yy] of the environmental report. The environmental report
is the responsibility of the Entity’s management. Our responsibility is to express an opinion on the data
and written statements made on pages [xx to yy] of this report based on our audit.
In assessing if the objective of this audit is met we have used the following criteria:
[mention comparison criteria e.g.: the fifty-point checklist of reporting ingredients described in
Company Environmental Reporting (UNEP Technical Report No.24) and industry guidelines]
We conducted our audit in accordance [mention auditing standards], applicable to auditing
engagements and have performed the following procedures:
1.Inspection of documents;
2.Observation;
3.Inquiry and confirmation;
4.Computation;
5.Analytical procedures.
The purpose of these procedures was to:
1.Evaluate the Entity's environmental management system;
2.Test the operating effectiveness of these controls;
3.Examine, on a test basis, evidence supporting the disclosures made on pages [xx to yy] in the
environmental report;
4.Assess the accounting policies used and significant estimates made by management;
5.Evaluate the overall view that is provided on pages [xx to yy] with regard to the Entity’s
environmental performance.
In our opinion the disclosed information:
(a)about the Entity's environmental policies and procedures and the outlines of its environmental
management system in place was presented [choose: (1)fairly/(2)appropriately/(3)adequately; and
(b)choose:(1)fairly/(2)appropriately/(3)adequately] presents, in all material respects, the Entity’s
environmental data for the year ended [mention date e.g.31 December 1995], in accordance with
[mention comparison criteria]
[Signature/name of the auditor(s)/firm]
[Profession of the auditor]
[Address]
[Date of the expert statement]

2.Example of a qualified audit statement on an environmental report:
AUDIT STATEMENT
To: [name the people to whom this audit statement is addressed]
We have audited the data and written statements made in [Name of the report, concerning period, name
of the company] , as included on pages [xx to yy] of the environmental report. The environmental report
is the responsibility of the Entity’s management. Our responsibility is to express an opinion on the data
and written statements made on pages [xx to yy] of this report based on our audit.
In assessing if the objective of this audit is met we have used the following criteria:
[mention comparison criteria e.g.: the fifty-point checklist of reporting ingredients described in
Company Environmental Reporting (UNEP Technical Report No.24) and industry guidelines]
We conducted our audit in accordance with [mention auditing standards], applicable to auditing
engagements and have performed the following procedures:
1.Inspection of documents;
2.Observation;
3.Inquiry and confirmation;
4.Computation;
5.Analytical procedures.
The purpose of these procedures was to:
1.Evaluate the Entity's environmental management system;
2.Test the operating effectiveness of these controls;
3.Examine, on a test basis, evidence supporting the disclosures made on pages [xx to yy] in the
environmental report;
4.Assess the accounting policies used and significant estimates made by management;
5.Evaluating the overall view that is provided on pages [xx to yy] with regard to the Entity’s
environmental performance.
The quality of the environmental performance data on air emissions and waste water discharges could
not be assessed, as a description of the specific methods used was not available. The environmental
performance data on air emissions and waste water discharges may change in future years when more
discharge points are included and data is firmly based on measurements rather than estimates.
Our audit, in so far as it relates to the site in Amsterdam had to be based solely on the work of another
auditor. We qualify our opinion in respect of this environmental performance data and written
statements because we have not been able to carry out the necessary audit procedures (review of the
work performed by another auditor) because of regulatory restrictions.
In our opinion, except for the information on the site in Amsterdam and effects of adjustments, if any,
on environmental performance data on air emissions and waste water discharges, the disclosed
information:
(a)about the Entity's environmental policies and procedures and the outlines of its environmental
management system in place was presented [choose: (1)fairly/(2)appropriately/(3)adequately]; and
(b)[choose:(1)fairly/(2)appropriately/(3)adequately] presents, in all material respects, the Entity’s
environmental data for the year ended [mention date e.g.31 December 1995], in accordance with
[mention comparison criteria]
[Signature/name of the auditor(s)/firm]
[Profession of the auditor]
[Address]
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[Date of the expert statements]
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3.Example of a review statement (negative assurance)
Review report to:[appropriate addressee]
We have reviewed the information and data included on page [xx to yy] of the Environmental Report of
[name of the company, concerning period]. The Environmental Report is the responsibility of the
entity's management. Our responsibility is to issue a report based on our review.
We conducted our review in accordance [mention auditing standards] applicable to reviewing
engagements. This standard requires that we plan and perform the review to obtain moderate assurance
as to whether relevant information is free of material misstatement. Our review comprised:
[mention review procedures]
A review is limited primarily to enquiries of company personnel and analytical procedures applied to
data and thus provides less assurance than an audit. We have not performed an audit and, accordingly,
we do not express an audit opinion.
In assessing if the objectives of our review are met we have used the following comparison criteria:
[mention comparison criteria]
Based on our review, nothing has come to our attention that causes us to believe the accompanying
environmental information is not presented [choose: (1) fairly/(2) appropriately/(3) adequately], in all
material respects.
[Signature/ name of the auditor(s)/firm]
[Profession of the auditor]
[Address]
[Date]
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4.Example of a review statement (positive assurance)
Review report to:[appropriate addressee]
We have reviewed the information and data included on page [xx to yy] of the Environmental Report of
[name of the company, concerning period]. The Environmental Report is the responsibility of the
entity's management. Our responsibility is to issue a report on the management assertions based on our
review. The management assertions are:
[name the management assertions]
In assessing if the objective of this review is met we have used the following criteria:
[mention comparison criteria]
We have performed the following procedures:
1. Inspection of documents;
2. Observation;
3. Inquiry and confirmation;
4. Computation;
5. Analytical procedures.
The purpose of these procedures was:
1.Evaluating the Entity's environmental management system;
2.Test the operating effectiveness of these controls;
3.Examine, on a test basis, evidence supporting the disclosures made on pages [xx to yy] in the
environmental report;
4.Assessing the accounting policies used and significant estimates made by management;
[5.Evaluating the overall view that is provided on pages [xx to yy] with regard to the Entity’s
environmental performance.]
Our scope was limited to the management assertions. We have not performed a full audit and
accordingly, we do not express an audit opinion.
We believe that our work provides a reasonable basis for our opinion.
Based on our review:
[mention management assertions and choose for the conclusion on each assertion: (1) fairly/(2)
appropriately/(3) adequately, in all material respects].
[Signature/ name of the auditor(s)/firm]
[Profession of the auditor]
[Address]
[Date]
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5.Example of an expert statements for validation under EMAS
VALIDATION STATEMENT
Appropriate addressee, for example to the readers of the environmental report.
We have verified the environmental statement [concerning period] of [name of the entity and site]. The
environmental statement is the responsibility of the Entity’s management. Our responsibility is to verify
the compliance of the environmental statement and the environmental management system with the
requirements of the EMAS regulation.
The overall objective of EMAS is to promote continuous environmental performance improvements
within the industry by committing sites to:
1. establish and implement environmental policies, programmes and management systems;
2. periodically evaluate in a systematic and objective way the performance of the site elements;
3. provide environmental performance information to the public.
During our verification we have performed the following procedures:
1. examination of documents;
2. site visit;
3. interviews with site personnel.
We have checked:
1.the compliance of the design of environmental policies, environmental programmes, environmental
management system, the environmental review and audit procedures and the environmental statement
with the EMAS regulation;
2.the functioning of the environmental management system;
3.the technical validity of the environmental review and audits;
4.the reliability and coverage of the data and information in the environmental statement;
5.that all the significant environmental issues of relevance to the site have been included in the
statement.
Based on the verification procedures performed we can confirm that the [name of the site] complies
with the requirements of the EMAS-regulation and we therefore validate the environmental statement
[concerning period], [name of entity and the site].
[Name of the site] will annually produce a simplified environmental statement. The next validation of
the environmental statement will take place at the latest in January 199x
[Signature/name of the verifier(s)/firm]
[Address]
[Date of the verifier's statement]
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APPENDIX 3 - QUESTIONNAIRES USED IN THE SURVEY
Questionnaires
Questionnaire sent to the companies which published an environmental report
General information
Name of your company:

Description of the assignment of the verifier
* subject matter(What was the verification about ?):
(tick as many boxes as you like)
0 quantitative data in the environmental report
0 quantitative data and explanation to the data in the environmental report
0 quantitative data, explanation to the data and qualitative
data (e.g. about the environmental management system)
0 environmental information system
0 (part of the) environmental management system
0 other, please describe

* objective of the assignment (What was the purpose of the verification ?):
(tick as many boxes as you like)
0 true and fair view
0 compliance with EMAS
0 legislation compliance
0 adequateness of the environmental information system
0 other, please describe
* criteria to be used to assess if the objectives are met:
(tick as many boxes as you like)
0 EMAS
0 BS 7750
0 CEFIC-guidelines
0 fifty point check-list UNEP
0 ICC guidelines
0 other, please describe
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Questions (1 to 8)
1.Could you please indicate the relative importance of the following factors on giving an independent
firm the assignment to verify (a part of) your environmental report?

(1)very
important

(2)quite
important

(3)
neutral

(4)of little importance

(5)not
important

emphasise the reliability
(working towards) EMAS
compliance with other regulation/guidelines
pressure from:
- shareholders
- external financiers
- employees/labour unions
- customers
- environmental groups
- local residents
contribution to the image of the company

2.Could you please indicate the relative importance of the following factors on the choice of the firm
that verified your environmental report ?

The firm:

(1)very
important

(2)quite
important

advised in implementing environmental
management system
audits the company's financial statements
verifies environmental reports of other companies within industry
is known to have a helpful attitude
operates internationally
is one of the big six audit firms
has environmental expertise
has accounting and auditing expertise
has an acceptable cost-planning
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(3)
neutral

(4)of little importance

(5)not
important

3. What did you expect from the verification ?
Expectation:
1= very important 2=quite important 3= neutral 4= of little importance 5= not important

Error! Reference source not found.expectation

level of
importance
1,2,3,4,5

opinion and advice on the adequateness of the design of the environmental report
opinion on the completeness of the disclosure
detect errors in environmental performance data
detect errors in the written statements
detect deficiencies in the environmental information system,
including the internal controls
opinion on the work performed by the internal audit team
detect emissions that were not reported
detect environmental fraud committed
detect non compliance with environmental legislation that applies to
the company
advice on the environmental management system

4. Who do you think the users of your environmental report are thought to be? (tick as many boxes as
you like)
0 regulators
0 local residents
0 external financiers

0 shareholders
0 consumers
0 other

0 employees/labour union
0 environmental groups

5. To what extent were you able to influence the wording of the independent statement of the verifier
?
0 completely
0 almost no influence

0 relative large influence
0 not at all

0 neutral

6.Did you receive any comments from the users of your environmental report regarding the wording
of the expert statement of the verifier ? If so, please describe.
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7.What level of assurance of the following statements is in your opinion provided by the expert
statement of the verifier ?

Error! Reference source not found.1= complete assurance
almost full assurance
3= neutral
4= almost no assurance
5= no assurance

2=

level of
assurance
1,2,3,4,5

the view presented by the environmental information as a whole corresponds
with the environmental issues of the company
full disclosure of all material matters relevant to the proper presentation of the
environmental information
the information is presented adequately and in a consistent way
the presented information contains no material misstatements
the substances as reflected in the environmental performance report
correspond with the real polluting substances emitted
the environmental information system, including the internal controls are
adequate to provide reliable information
no environmental fraud has been committed by the company
the company complies with environmental legislation
the environmental management system is effective
the company continuously improves its environmental performance

8.In general, not related to the questions above or your environmental report, if the statement 'the
environmental report gives a true and fair view' is given by an independent verifier the following
assurance is given:

1= complete assurance
4= almost no assurance

2= almost full assurance
5= no assurance

3= neutral

level of
assurance
1,2,3,4,5

the view presented by the environmental information as a whole corresponds
with the environmental issues of the company
full disclosure of all material matters relevant to the proper presentation of the
environmental information
the information is presented adequately and in a consistent way
the presented information contains no material misstatements
the substances as reflected in the environmental performance report
correspond with the real polluting substances emitted
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the environmental information system, including the internal
adequate to provide reliable information

controls are

no environmental fraud has been committed by the company
the company complies with environmental legislation
the environmental management system is effective
the company continuously improves its environmental performance
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Questionnaire sent to the professionals that verified the environmental report.

General information
Name of your firm:
Name of the company on whose environmental report an opinion was given:
Year of the environmental report:
Kind of expertise of the auditors that performed the verification of the environmental report:
0 environmental consultant
0 management consultant
0 public accountant
0 technician
0 scientist
O other, please describe

Description of the assignment:
* subject matter:
0 quantitative data in the environmental report
0 quantitative data and explanation to the data in the environmental report
0 quantitative data, explanation to the data and qualitative
data (e.g. about the environmental management system)
0 environmental information system
0 (part of the) environmental management system
0 other, please describe
* objective of the assignment:
0 true and fair view
0 compliance with EMAS
0 legislation compliance
0 adequateness of the environmental information system
0 other, please describe
* criteria used to assess if the objectives are met:
0 EMAS
0 BS 7750
0 CEFIC-guidelines
0 fifty point check-list UNEP
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0 ICC guidelines
0 other, please describe
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Questions
1.a.Could you please indicate the level of importance, in your opinion, of expectations that users of
environmental reports have of your verification of (a part of) the environmental report ? (1,2,3,4,5)
1.b.Could you please indicate how users of environmental reports may interpret your expert
statement ? (A,B,C,D,E) provided by the expert statement of the verifier ?
Expectation:Assurance:
1= very importantA= complete assurance
2= quite importantB= almost full assurance
3= neutralC= neutral
4= of little importanceD= almost no assurance
5= not importantE= no assurance

Expectation

level of
importance

level of
assurance

1,2,3,4,5

A,B,C,D,E

the view presented by the environmental information as a
whole corresponds with the environmental issues of the
company
full disclosure of all material matters relevant to the proper
presentation of the environmental information
the information is presented adequately and in a consistent way
the presented information contains no material misstatements
the substances as reflected in the environmental performance
report correspond with the real polluting substances emitted
the environmental information system, including the internal
controls are adequate to provide reliable information
no important environmental fraud has been committed by the
company
the company complies with environmental legislation
the environmental management system is effective
the company continuously improves its environmental
performance
2. Have you shown in your expert statement that not all expectations can be fulfilled ?
0 no
0 yes, by describing:
0 the audit work performed
0 the objective of the audit
0 other way, please describe

0 the limitations of the audit
0 the subject matter of the audit
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3.If you met during your work any uncertainties or limitations on the scope of your verification, have
you shown these uncertainties and limitations ?
0 no
0 yes, by:0 describing the limitations or uncertainties
0 by expressing in the opinion a moderate level of assurance
0 describing the work not performed
0 other way, please describe
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4.Could you please indicate the level of importance, in your opinion, of the expectations that the
company that engaged your firm to verify (a part of) their environmental report may have of your
verification ?

1= very important
4= of little importance

2= quite important
5= not important

3= neutral

expectation
1,2,3,4,5

opinion and advice on the adequateness of the design of the environmental
report
opinion on the completeness of the disclosure
detect errors in environmental performance data
detect errors in the written statements
detect deficiencies in the environmental information system, including the
internal controls
opinion on the work performed by the internal audit team
detect emissions that were not reported
detect environmental fraud committed
detect non compliance with environmental legislation that applies to the
company
advice on the environmental management system
5.In general, not related to the questions above or your expert statement, if it is stated that 'the environmental report gives a true and fair view' is given, this means:

1= complete assurance
4= almost no assurance

2= almost full assurance
5= no assurance

3= neutral

level of
assurance
1,2,3,4,5

the view presented by the environmental information as a whole corresponds
with the environmental issues of the company
full disclosure of all material matters relevant to the proper presentation of the
environmental information
the information is presented adequately and in a consistent way
the presented information contains no material misstatements
the substances as reflected in the environmental performance report
correspond with the real polluting substances emitted
the environmental information system, including the internal controls are
adequate to provide reliable information
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no environmental fraud has been committed by the company
the company complies with environmental legislation
the environmental management system is effective
the company continuously improves its environmental performance
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