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STRUCTURE OF NON-FINANCIAL REPORTING IN THE SYSTEM OF
REPORTING OF SOCIALLY RESPONSIBLE ENTERPRISE

Abstract. The expediency and relevance of the formation of non-financial reporting by enterprises in the modern reali-
ties of the national economy is proved. The purpose of the article was to identify the issues of implementation of non-
financial reports in the structure of the company's reporting and to form methodological approaches to the content of its
structural elements. In the process of selecting priority areas of social responsibility, classical statistical methods and the
method of expert assessments were used in order to identify areas of social responsibility that should be covered in non-
financial reporting. In the process of research of international practice of informing about social responsibility of enter-
prises the basic international standards, which can be used in the process of formation of non-financial reports were iden-
tified. The main directions of information coverage in the context of each separate standard are highlighted. The London
Benchmarking Group method and the GRI standardized report are defined as the most suitable for national realities. The
main problems of domestic non-financial reports are actualized due to the absence of a single methodology and structure
on the example of the Management Report. A synonym for the meaning of non-financial reporting is given. Separate, sys-
tematized and proposed structure of basic articles of non-financial reporting on such areas of social responsibility as:
Personnel, labor safety, health care and motivation and development, formation of favorable psychological climate, both
inside and outside the collective (with contractors), quality and safety of products before buyers and customers (in the area
of separate business processes of the enterprise — supply, production, sale of products), ecological safety of the entire pro-
duction process. It has been proved that the sources of information should be labor reports, management reports, results of
relevant observations. Non-financial reporting of the enterprise will form a positive image within the national market and
will increase investment attractiveness beyond its borders.
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COHUIAJIBHO BIAITOBIJAJBHOI'O IIIAITPUEMCTBA

Anomayin. O6IpyHmMo6ano OOYiNbHICMb MA AKMYANIbHICIb (QOpMY68anHs HeQiHaHCO80I 36IMHOCMI niOnpuem-
Cmeamu y cyu4acHux peaniax HayioHanbHoi exonomixu. Memoio cmammi 0y10 BUAGNEHHA NPOOIEMATNUKYU 6NPOBAOINCEH-
Hsl He@DIHAHCOBUX 36IMi6 Y cucmeMmi 36IMHOCMI RIONPUEMCMEA MA QOPMYBAHHA MEeMOOUUHUX NIOX00I8 00 3MICMY 11020
CIMpPYKMYpHUX enemenmis. Y npoyeci 8i060py npiopumemuux HaAnpsamMKie coyianbHoi 8i0N08i0aIbHOCMI BUKOPUCIO-
8Y8aNUCS KIACUYHI CIAMUCMUYHI Memoou ma Memoo eKCHepMHUX OYIHOK 3 Memot I0eHMUGIKy6aHHs HANPAMKIE
coyianvHoi 8ION0GIOANLHOCHI, WO Maomb Oymu 6uceimieHi y He@inancosii 3e6imnocmi. Y npoyeci 0ocnioxcenms
MIHCHAPOOHOI NPAKMUKU IHOPMYBAHHS NPO COYIAbHY 8i0N0GI0ANbHICMb NIONPUEMCME 6Y10 I0eHMUDIKOBAHO OCHOBHI
MIJCHAPOOHI CMAHOApPmMuU, W0 MOJiCYyms Oymu 6UKOPUCMAHi y npoyeci ¢opmysanus Heginancogux 36imig. Buodineno
OCHOBHI HANPAMKU BUCGIMILEHHS IHPOpMAayii y KOHMEKCMI KOJHCHO20 OKpeMoz20 cmanoapmy. Buokpemneno ax maxi, wo
MAKCUMATLHO MOJICYMb OYMU 3ACMOCO8AHT 05l HAYIOHANLHUX peaniti, KoMnaeKchull 36im (memod Jlonooucwkoi epynu
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nopignsavrozo ananizy London Benchmarking Group) ma cmanoapmusosanuii 36im GRI. Akmyanizosano ocrnogni npo-
onemu GIMYU3HAHUX HepIHAHCOBUX 36IMI6 Uepe3 GI0CYMHICNbL COUHOT MemOo00.102li ma cmpykmypu Ha npuxnadi 3eimy
npo ynpaeninus. Haeedeno cunOHIMIMHUI PO MPAKMYEAHH CYMHOCMI He@IHAHCO80T 36imHocmi. Buokpemneno, cu-
CMeMamu308arHo ma 3anponoHO8AHO CIMPYKMYPY OCHOBHUX cmamell HeiHaHCcOo80i 36iIMHOCI 3a MAKUMU HANPAMKAMU
coyianvbhoi 8i0n0gidarbHoCmi, AK: NEPCOHA, be3neka npayi, OXopoHa 300p08 s ma MOMUEY8AHHs. MA PO3GUMKY, Gop-
MYBAHHS CHPUAINAUBO20 NCUXOJIO2IUHO20 KAIMAMY AK 8CepeOUHi KOAeKmusy, max i 3a tio2o mexcamu (3 KoHmpazenma-
Mu), sKicmb ma be3neuHicmv npoOYKYii neped NOKYNysMu ma 3aMOSHUKAMU (V po3pi3i oKpemux Oi3Hec-npoyecie
nionpuemcmea — HOCMAYaKHA, SUPOOHUYMBO, 30YM NPOOYKYIL), eKono2iuHa be3neka 8cb020 npoyecy SUpoOHUYMEA.
Josedeno, wo Ooicepenamu iHgopmayii marome Oymu 36imu 3 npayi, YNpaeniHCbKa 36IMHICMb, pe3ylbmamu
8i0n08ioHUxX cnocmepedcenv. Heginancosa 3gimuicms nionpuemcmea gopmysamume NOZUMUBHUL IMIONC Y MeHCAX
HAyiOHAIbHO20 PUHKY MA NIOGUWUMb [HEECIMUYITIHY NPUBADIUGICMb 3a L1020 MENCAMU.
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Problem statement. Realities of today encourage
domestic enterprises to conduct business socially
responsible for the purpose of including the UN
initiatives on Sustainable Development Goals. Larry
Fink, CEO of BlackRock, one of the world’s largest
asset managers, believes in the shareholders’ letter that
the business goal is a positive impact on society.
“Responsible business is, in fact, a business that
benefits society and solves the negative consequences
it can have on society, people and the planet” [10]. The
source of information on social responsibility should be
non-financial reporting of domestic enterprises. In
Ukrainian cases, the form of such reports is not subject
to any verification. They are formed mainly for raising
the rating of the enterprise and forming a positive
image in the public. These forms are intended for
external users and contain information about charitable
programs of support of education, health care, culture
and sports etc. In Ukraine there is a need to form a
Management Report. But there is a question, both to
the methodology of its filling, and to its structure and
content of separate elements.

Analysis of recent research and publications.
Today research of many scientists is aimed at forming
recommendations on development and implementation
of non-financial reports, adaptation of international
standards and Ukrainian legislation for management
needs. The questions of the form of non-financial and
integrated reporting are dealt with by such scientists as
A. Mandryushenko, M. Burasa, N. Gunyaeva,
ABOUT. Kaspersky, T. Mamatova, G. Potomanska,
ye. Gray. The results of their research were
recommendations for the formation of non-financial
reporting for the needs of different stakeholders, but
questions remain about a specific list of information
that should be included in such reports in the context of
the management accounting of the enterprise itself.

Setting the task. The purpose of the article is to
identify the issues of implementation of non-financial
reports in the structure of the company's reporting and
to form methodological recommendations to the
content of its structural elements.

The main material of the study. According to
CorporateRegister.com, the world's largest database of
non-financial reports, as of August 2020, more than
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123183 social reports of 20208 organizations were
published in the world [6]. In Ukraine, only about a
dozen companies publish their non-financial reports in
open sources.

According to the UN Global Compact, the level of
socially responsible activity of enterprises is assessed
according to the following main groups of indicators:
Economic and environmental performance;
effectiveness of labor organization; effectiveness in the
field of human rights; effectiveness of interaction with
society; performance in the sphere of responsibility for
products. These indicators are summarized and
published on voluntary basis in the social reporting of
companies that have joined the UN Global Compact on
Business Social responsibility [1].

The main standards that can be used in the process
of forming forms of non-financial reporting can be
considered as follows:

ISO 26000 “Social responsibility” -
recommendations on measures to achieve social
responsibility of the enterprise, the company. This will
promote ethical and transparent activity, which
contributes to the health and well-being of society.

ISO 14000 the set of environmental management
standards: Provides practical tools for companies and
organizations that want to implement environmentally
sound management of their activities [9].

London Benchmarking Group, reports on its
website as the “global standard of measuring and
managing  corporate = community  investments”
efficiency of activity and influence measurement.

Dow Jones’ aggregate indices of sustainable
development index track the stock of the world’s
leading companies in terms of economic,
environmental and social criteria.

Sanshain standards, adopted in 1996 by the
Association of Steakholders (USA), which contain the
basic principles on what information should be
reflected in the annual “Corporate Report for interested
Parties”: For clients — about products and services; for
employees — about employment, safety and health care,
employment opportunities; for local communities —
about ownership structure, financial indicators,
environmental policy, taxes paid, number of jobs
created, investments and charity; for the general public
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— about trade with non-russian countries, executed state
orders, charges and paid fines. The format of the social
report may differ from the recognized international
standards, taking into account the specifics of each
company’s activity. However, it should reflect the
basic principles of social reporting: Accuracy,
objectivity, unambiguous criteria, publicity, etc. [3].

The Sustainable  Development  Accounting
standards Board (SASB) published in November 2018
a full set of 77 industry standards for sustainable
development accounting based on six years of research
and extensive market consultations.

Most researchers claim that the content of the social
reports of Ukrainian enterprises does not meet international
standards. Domestic non-financial reports contain a small
number of published indicators. The purpose of coverage of
non-financial reports is self-reporting.

The main forms of non-financial reporting are
considered a comprehensive report (Triple bottom-Line
method, London Benchmarking Group method) and a
standardized report (AA 1000, SA 8000, GRI, etc.) [9].

The absence of structured non-financial reporting
in Ukraine causes such problems as: The inability to
identify the business entity as socially responsible for
their support and assistance in their activities due to
lack of information; lack of structured information on
social activities at the level of the region, state;
adoption of false decisions regarding the expediency of
measures of social direction due to failure of
enterprises to understand factors of success, which can
be achieved by them; lack of structured information on
trends in the development of social orientation
measures at the enterprise level in order to improve and
select new directions of such measures implementation.

According to the UN Global Compact
representatives,  non-financial  reporting  (social
reporting, or sustainable development reporting) is a
documented collection of data from a commercial
organization that reflects the state of the company,
principles and methods of cooperation with groups of
influence, results of the company's activity in the
economic, social and environmental sphere of society
life [4, p. 6].

The term “non-financial reporting” in Ukraine is
not legally fixed and it is not generally accepted. There
is no clear idea of the general name of reports on
different aspects of social responsibility of business, so
each enterprise interprets this definition in its own way.
Different sources are cited by synonyms, which are
used by different scientists, for example, “socially
responsible reporting”, “social and environmental
reporting”, ‘“sustainability reporting” [2]. Definitions
such as progress reporting, social reporting, corporate
responsibility reporting, environmental reporting, and
non-financial reporting are also used.

All the above-mentioned interpretations are based
on the basic rule - informing users about the
enterprise’s compliance with the so-called “three-
dimensional result” principle (social, ecological and
economic aspects of activity).

Peculiarities of the format of non-financial
reporting are not legally fixed. It can be different for
different subjects of economy and depends only on the
decision of its owners and management.
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The free form of non-financial reporting is very
convenient for the organization, but it cannot always
ensure the reliability of the report and its comparison
with other similar reports of companies, as the
information is provided selectively. Typically,
enterprises report only positive dynamics of indicators,
which does not promote recognition by international
organizations.

SINCE 2018, the Verkhovna Rada of Ukraine has
adopted a decision to amend the Law “on Accounting
and Financial Reporting”, to add another form of
reporting, which would be the basis of non-financial
reporting — the Management Report. This is a docu-
ment in which the enterprise should submit information
about the current state of affairs and plans for the
future. This report would contain both financial and
non-financial information. Such information should
give an idea of the risks for the activity of this enterprise.

However, the amended law does not contain
information about the list or structure of such
information. The content of such information can be
identified in the EU Directive, which is the basis of
these changes.

The structure of the financial part of such report
should contain data on prospects and strategies of the
enterprise development, its activities during the
reporting period. NAMELY: Acquisition of securities,
emergence of price, credit and other risks. These data
must be confirmed by financial statements.

Non-financial  information  refers to the
environment, personnel, research, development and
charity. If these are financial structures, where more
than 500 people work, their reports should contain
information on the protection of human rights and the
fight against corruption. The management report is to
be submitted by medium and large enterprises. At the
same time, the average has the right not to mention
non-financial information.

The report form is not legally established. The
Ministry of Finance has published the draft
amendments to NP(C)BECAUSE 1, but there is no
information about the report form, but there is only a
list of necessary information. The report should contain
information on the following areas: Organizational
structure and description of the enterprise activity,
results of activity, liquidity and liabilities, environment,
personnel policy, risks, research and innovation,
financial  investments,  development prospects,
corporate governance.

The list of necessary structural units is not clear.
For example, the human resources policy in
international standards is regulated, such as
“occupational safety and health management” and
additionally “indicators of responsibility for the
formation of a favorable psychological climate” or the
environment is covered by such indicators as:
“Indicators of quality and safety of products before
buyers and customers”, “ecological safety of the whole
production process”.

We identified qualitative and quantitative articles
of non-financial reporting in terms of accountability to
staff (see table 1).
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Table 1
Articles of the report in the direction of “personnel, safety, health care and motivation and development of
personnel”
Articles of non-financial reporting Source of information
Award

Amount of paid fines violation KZPP, thousand UAH; volume of costs for
implementation of measures to stimulate compliance with safety regulations, thousand
uah; number of measures taken to encourage compliance with safety regulations.

Management reporting.
Information can be obtained as a
result of observations, examination

Number of persons who have passed training on labor protection, persons.

Card No.

Presence of accounting of dangerous and harmful professional factors and professional
risks.

Management reporting

Provision of employees by means of individual protection (Z12), %.

Card No. 4

The volume of fines imposed on employees for violation of safety rules, thousand UAH.

Management reporting

Control within the framework of management of the system of labor safet

and health of employees

Presence of structural unit on labor safety and health of employees.

The order of the leader

Presence of audit on labor safety and health of employees.

The order of the leader

Number of incidents and accidents at production, in the other including the number of | Card No. 11
victims of accidents.
Number of employees who perform work of increased danger. Card No. 2

The number of employees working on work with harmful conditions of work, persons.
The number of employees who have the right to benefits and compensation for harmful
conditions of work.

1-PB (working conditions) Report on
conditions of work, benefits and
compensation for work with harmful
conditions of work

Support of the satisfactory state and health of personnel

Number of employees who have passed medical examinations, persons

Card No. 5

Availability of a medical facility for first aid.

Order on organizational structure of
the enterprise

Management reporting.  Information

Bonuses for absence of accidents and injuries at production, thousand UAH; number of can be obtained as a result of
measures aimed at obtaining first aid skills; the amount of expenses for sanatorium-resort | observations, examination
treatment of professional diseases or general health improvement.

Encouragement to a healthy lifestyle
Bonuses for absence of harmful habits, thousand UAH; amount of expenses for | Management reporting. Informa-tion
employee interest in healthy lifestyle (payment of tickets to the gym); the amount of | can be obtained as a result of

expenses for or maintenance of own sports halls, sports clubs, sports teams.

observations, examination

Staff turnover

The number of employees accepted, and so on. hours per article;
the number of dismissed staff, and so on. hours per article

Nel-PB (quarterly) Report on Labor

Material award for work

Average salary of the staff employee for the reporting period; the amount of wage
arrears arising in the reporting period, thousand uah; the amount of wage arrears, formed
in previous years thousand uah

No. 1-PB (monthly) Labor Report

Additional material encouragement, which is taken into account in the fund of labor remuneration

Allowances and supplements to tariff rates and official salaries, thousand UAH; bonuses and
awards, which are of a systematic nature thousands of uah; payments related to the
indexation of wages thousands of uah; incentive payments thousands of uah; financial
assistance thousands of uah.

No. 1-PB (quarterly) Labor Report

Additional material encouragement, which is not included in the labor

remuneration fund

Expenses of the enterprise for social support of employees, thousand UAH; expenses of the
enterprise for cultural and household services of employees, thousand uah; expenses of the
enterprise on providing the workers with housing, thousand uah.

No. 1-PB(quarterly) Labor Report

Material support of personal and professional growth and development

Expenses of the enterprise for professional training, thousand UAH

Nel-PB  (quarterly)
Labor

Report on

The volume of expenses for employees’ trips at scientific conferences, symposiums,
participation in federations of specialists, international exhibitions; the amount of funding

costs for the possibility of increasing personal competencies; the cost of formation of

additional social and pension security packages.

Management reporting.

Source: Created by the author according to the source [5]
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The sources of information for a part of
quantitative criteria are the appropriate form of a card
used in determining the effectiveness of the health and
safety management system [5].

In order to control the health and safety of
employees within the framework of the management of
the health and safety system, we consider the presence
of a structural unit on labor safety and health of
employees and the presence of an audit on labor safety
and health of employees as the main qualitative
criteria.

The Ochordon Health direction should be
evaluated by two vectors — support of the satisfactory
state and prevention of health of personnel and
encouragement to healthy lifestyle. The determining
qualitative characteristic of the direction is the presence
of a medical point for the first medical aid.

It should be noted that in our opinion, the
assessment of “promotion to a healthy lifestyle” is
possible only at those enterprises that have resources
for this purpose. The same applies to different kinds of
additional material staff and material provision of
personal and professional growth and development.

Sources of information on the responsibility to the
personnel are the following forms: No. 1-PB (monthly)
Labor Report, No. 1-PB (quarterly) Labor Report, No.
1-PB (working conditions) Labor conditions Report,

benefits and compensation for work with harmful
conditions of work.

Most of the information should be obtained as a
result of monitoring or examination. We assume that
some of the information may be in the management
reporting that will be formed for the needs of
management staff.

Responsibility for the formation of a favorable
psychological climate, both within and outside the
collective (with counterparties) will have several
directions, namely: Socialization of new employees
and mentoring, team building and emotional health,
leadership image, transparency and legitimacy of
fulfillment of obligations to counterparties.

The main reporting articles in this area are the
presence of mentoring at the enterprise and the amount
of mentoring fees.

The only quantitative criterion for evaluating the
direction of team building and providing emotional
health, which is in the official reporting of the
enterprise (No. 1-PB (quarterly) Labor Report), is the
number of employees who are covered by collective
agreements. All other identified criteria are qualitative
and accordingly information on them can only be
obtained from management reports, if it is formed
according to this direction (see table 2).

Table 2

Avrticles of non-financial reporting in the direction of “formation of favorable psychological climate, both inside
and outside the collective”

p/n Directions of measures

Articles of non-financial reporting

Socializing new employees

and mentoring thousand uah.

Presence of mentoring practice; amount of additional payments to mentors,

Team building and emotional
health

of Conduct.

Number of employees, who are covered by collective agreements, persons;
level of gender equality among management staff; number of activities of
collective rest organized by the enterprise; volume of expenses for collective
rest, thousand uah; presence of psychological service at the enterprise; number
of trainings aimed at formation of favorable psychological climate; the
presence of employee questionnaires on the absence of discrimination of a
person or a particular group and the level of effectiveness of internal
communications and the results of surveys; availability of rooms for rest,
rooms for psychological unloading, etc. at the enterprise. e. the presence of
artistic groups, studios for free time at the enterprise; Code of Ethics or Code

3 Image of leadership

Existence of an unmotivated management structure; possibility of employee
access to management of any level at demand; number of activities of joint
rest, training together with members of management structures; the presence
of an internal sociological survey on the satisfaction of the personnel with the
style of leadership.

Transparency and legitimacy
4 of fulfillment of obligations to
contractors

extended, %.

The amount of paid penalties for violation of contract conditions to
contractors for the reporting period, thousand UAH; quantity, amount of
overdue contracts for the enterprise’s fault, pieces; number of broken
contracts due to violation of terms, pieces; number of claims from contractors
for the reporting period, pieces; the share of contracts, which is regularly
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The main non-tariff barriers for entering products
into the world market are “requirements to specific
characteristics of goods for protection of human
health” and “requirements to specific characteristics of
goods for guarantee of human safety” [8, ¢. 7]. In order
to overcome these requirements, the management of
the enterprises carries out measures on certification
both the production process as a whole and the finished
products in particular.

The presence of a structural unit of control and
quality assurance of products is the main criterion for
the direction “responsibility for quality and safety of
products before buyers and customers”. In the part of
assessment of normative and technical support the
existence of standards and technical conditions of
production and the number of international quality
standards received by the enterprise is analyzed.
Evaluation and control should be carried out within the
framework of business processes — supply, production,
sale and storage of finished products.

The aggregate of information on quality
management should contain the following positions:

Conformity of production reserves (raw materials and
materials, spare parts, fodder, components — depending
on the type of economic activity) with quality
standards; conformity of storage, packing, delivery
conditions (availability of special equipment for
transportation, transportation); constant monitoring of
certification and standardization status with the aim of
timely reaction to changes in environment conditions;
presence of qualified personnel, for regular and timely
consulting at all stages of production, with the purpose
of elimination of consequences of unforeseen situations
[7, c. 128].

Table 3 systematized the article of non-financial
reporting, which should cover relevant information on
quality.

The directions of “ecological safety of the whole
production process” as articles of non-financial
reporting, which is already for enterprises with higher
level of management of social responsibility. The
identification and systemization of non-financial
reporting articles is given in Table 4.

Table 3

Articles of non-financial reporting in the direction of “responsibility for quality and safety of products before
buyers and customers”

p/n Directions of measures

Articles of non-financial reporting

Institutional and
organizational

1 | environment of product
quality management
system

Presence of structural unit of control and quality assurance of products at all
stages of life cycle; availability of normative-technical support of the
standardization process; number and list of received certificates of quality of
international sample; presence of internal normative acts on organization of
control over sanitary-hygienic norms of production premises, inventory and
conditions of work

Control at the stage of
supply

Auvailability of quality standards for raw materials and materials, components,
spare parts, food, etc. e. availability of control procedures, testing of reserves
before profit; the presence of laboratories or other subdivisions in the enterprise
structure for quality control of production reserves and components;
availability of appropriate storage conditions (depending on the type of stock)

Analysis of the state of fixed assets

Fixed assets received for a year, thousand UAH; wear ratio, %; coefficient of
suitability, %; input ratio, %

Analysis of the state of social responsibility of production technology

Control at the stage of
production

Availability of production automation; compliance with sanitary and hygienic
requirements at all stages of production; availability of technologies of
minimization and utilization of wastes; availability of water purification
equipment used in the finished products.

Control at the stage of
4 | storage and sale of
finished products

Auvailability of specially equipped warehouses; availability of automation of the
packaging process; the presence of packaging that meets sanitary and hygienic
requirements; number of claims from buyers in the absence of documents
confirming quality standards, pieces; number of presentation events for buyers
and customers held in the premises of the enterprise, pcs.
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Table 4

Articles of non-financial reporting in the field of “Environmental safety of the production process”

p/n Directions of measures

Acrticles of non-financial reporting

Modernization of the
enterprise in order to
ensure environmental
safety

Availability of sewage treatment facilities; presence of air treatment
facilities; cost of modernization, reconstruction, re-equipment with the
purpose of minimizing negative impact on the environment or
minimization of expenses or introduction of energy saving technologies,
thousand uah.

Environmental control of
2 | the production process

The volume of discharge in surface water objects of polluted reverse
waters without purification decreasesa?; volume of emissions of pollutants
and carbon dioxide into atmospheric air by stationary sources of pollution
thousand tons; Volume of generated waste from economic activity of I-1V
classes of danger, thousand tons; availability of technology of waste
disposal of production; number of environmental audits performed during

the year on the order of the enterprise.

Minimization of the
3 | consequences of the
enterprise activity

Land reclamation; availability of technologies for cleaning emissions
before disposal; availability of technology and practices of utilization of
products used by consumers

Conclusions and prospects of further researches
in this direction. On the basis of non-financial
reporting, management personnel can not only combine
the values of the enterprise and the goals, but also
determine the material costs of their achievement to
calculate the effectiveness of the measures carried out.
Public disclosure of information will contribute to
increased trust among both stakeholders and fiscal
authorities. For the enterprise itself, it is an opportunity
to monitor the effectiveness of the decisions taken and
their impact on the activity of the enterprise. The work
should be conducted in the direction of forming
methodological recommendations for the formation of
non-financial reporting and its structure. The forms
developed must comply with international standards,
which in turn will contribute to the improvement of the
investment climate.
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