ACCOUNTING AND TAXATION

DOI: 10.31617/1.2023(149)07
UDC 339.924(4):005.511.35=111

SEMENOVA Svitlana,

PhD (Economic), Associate Professor,
Associate Professor

of Department Accounting and Taxation
State University of Trade and Economics
19, Kyoto St., Kyiv, Ukraine, 02156

ORCID: 0000-0001-7250-7482
s.semenova@knute.edu.ua

EUROPEAN PRINCIPLES
OF INTEGRATED REPORTING
OF SOCIALLY RESPONSIBLE

BUSINESS

Implementation of the European principles
of accountability, publicity and transparency of
business, corporate reporting regulations and
social responsibility practices in Ukraine is
important for the dissemination of European
values in the business environment, realization
of the progressive impact of corporate social
responsibility on sustainable development of so-
ciety, strengthening of European integration
processes, expansion of the business worldview
and integrated thinking. The purpose of the
article is to highlight the principles and prac-
tices of integrated reporting of socially respon-
sible business in the EU for their implementation
in Ukraine. The research methodology is based
on a systematic approach, comparative analysis,
analogy, synthesis, induction and deduction, and
assessment of corporate social responsibility
reporting practices and principles. The analysis
of key international standards, frameworks, and
guidelines allowed us to identify a significant list
of principles and requirements for corporate
social responsibility disclosure. The difference
in the recognition of principles in different
regulatory and guiding documents depends on
the emphasis, focus and attention fto certain
aspects of information disclosure. The most com-
mon principles in international practice are
materiality, completeness, stakeholder engage-
ment, comparability, timeliness, neutrality, cla-
rity, reliability, and consistency. At the same time,
other principles that differ in different standards
do not contradict but complement each other.
Therefore, in practice, European companies are
guided by several standards simultaneously
when disclosing information on social responsi-
bility and their own initiatives. Due to reporting
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€BPOIENCHLKI IIPMHLMNN
IHTETPOBAHOT'O 3BITYBAHHA
COLITAJIBHO BIAINOBIJOAJIBHOI'O
BIBHECY

Bnposaodoicenns egponeticokux npuHyunie nio-
36imHocmi, nyoniuHocmi ma npozopocmi 0isHecy,
HOPMAMUGHUX PelamMeHmie KOPRopamueHoi 36im-
HOCMI Ul NPAKMUKU COYIALHOT GIONOGIOAILHOCTE
6 Vrpaini eaxciuse Ot ROUUPEHHsT €6DONEUCHKUX
yinHocmet y Ois3Hec-cepedosuyi, YCeiOOMIEHHs.
NpOPecUBHO20 BNIUBY KOPNOPAMUBHOI COYIAILHOT
BI0NOBIOAILHOCME HA CIAIULL PO3GUMOK CYCNLTb-
CcmMea, NOCUNEHHsI €6POTHMESPAYILHUX NPOYECis,
PO3UUPERHS C8IMO02NA0Y NIONPUEMHUYBKOL Olsib-
Hocmi ma iHmezposano2o mucienHs. Memoio
cmammi € 8UCGIMICHHS NPUHYUNIB Tha NPAKMUKU
iHmMe2po8ano2o 36iMy8aHHA COYIANbHO BIONOBI-
oanvroeo Oisnecy ¢ €C 0na ix 6nposadicenus
6 Ykpaini. Memoouka 0ocnioxcenns 6azyemocsi
Ha CUCMEeMHOMY niOX00L, NOPIGHAILHOMY AHANIZI,
ananozii, cunmesi, iIHOYKYii ma 0edyKkyii, oyinwo-
BAHHI NPAKMUKYU MA NPUHYUNIE 361MY6AHHS NPO
KOPRopamueHy coyianbHy e6ionosioanvhicms. 3a
DPEe3VIbMAMAamu  KioYo8Ux MIHNCHAPOOHUX CMAH-
dapmie, KepiHUYMSE USHAUEHO 3HAYHUL nepe-
JUK NPUHYUNIG i 8UMO2 00 PO3KpUmMmsl iHghopma-
yii npo KOpnopamusHy coyianrbHy 8i0noeioaib-
Hicmb. BiominHicms Y 6U3HAHHT NPUHYUNIG Y Di3-
HUX HOPMAMUBHUX | KepiBHUX OOKYMEHMAXx 3ae-
JICUmMb 610 aKyenmie, poxKycy ma yeazu 00 oKpe-
MUx acnexmis poskpummsi inghopmayii. Haibinew
NOWUPEHUMU Y MINCHAPOOHIU NPAKMUYi € NPUuH-
Yunu Cymmesocmi, NOBHOMU, 63AEMO38 A3KY 3i
cmelikxondepamu, NOPIGHSHHICIb, CBOEUACHICD,
HelUmpanbHiCmb, SICHICMb, HAOIHICMb, NOCTI006-
Hicmo. IIpu ybomy pewima npuryunis, ki 8iopis-
HAIOMbCS 8 PI3HUX CIMAHOAPMAX, He CYynepedams,
a 0onoguiomes 00uH 00Hozo. Tomy Ha npakmuyi
€8ponelicbKi KOMNAHii Kepyromvcsi O0OHOUACHO
KIIbKOMA cmaHoapmamy nio 4ac po3Kpumms
iHghopmayii npo coyianrbHy 8i0nosidanvbHicmy
ma enacHi iniyiamusu. Yepes gumoau 00 36iMHOCMI
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requirements, European companies are actively
implementing the principles of social responsi-
bility. Implementation of the European princip-
les and practices of integrated reporting in
Ukraine will ensure transparency, openness of
business, increase the level of trust, visibility and
market reward for corporate social respon-
sibility.

Keywords: reporting; integrated reporting;

8 NPAKMUKY €BPONEUCLKUX KOMNAHIU AKMUBHO
B1POBAONCYIOMBCS NPUHYUNYU COYIATIbHOT 8i0N0Gi-
danvHocmi. Bnpoeadoicens €poneiicbKux npun-
Yunie ma nNPpaKmMuKy iHmespoeanoco 36iMy6aHHs
6 Yxpaini oacmw 3mozy 30invuumu pigeHs 008ipu,
3abesneyumu nposopicme, GiOKpumicms 0isHecy,
HAOYHICMb MA PUHKOBY BUHA2OPOOY 3d KOPNOPA-
MUBHY COYIANbHY BIONOBIOAILHICb.

Kniouoei cnosa: 3BiTyBaHHS; IHTErpOBaHa

3BITHICTB; TMIOOANBHA iHIIIaTHBA 3BITHOCTI; HEedi-
HAHCOBA 3BITHICTH; KOPIIOPATHBHA COIiaIbHA BiJl-
MOBITAJIGHICTD; TPWHIMNN 3BITYBaHHS, 3€JICHE
BiIMHBAHHS; PO3YMHE CYCIIJILCTBO; CTAJIHH pO3-
BHUTOK; €BPONIEHCHKUN JOCBII.

Global Reporting Initiative; non-financial repor-
ting; Corporate Social Responsibility; reporting
principles; Greenwashing; smart society; Sustai-
nability; European experience.

JEL Classification: G38, M14, M41, M49.
Introduction

The formation of a smart society requires the expansion of
requirements for the content of open data, in particular regarding the
contribution of business to its sustainable development. Socially responsible
companies and organizations were the first to introduce the practice of repor-
ting on the economic, environmental and social consequences of their acti-
vities. Integrated reporting, which most fully discloses these aspects, should
become a key component of open data in the near future. The publication of
integrated reporting by business entities will contribute to the growth of trust
in them, ensure the formation of a transparent business environment, increase
the competitiveness of the economy and the formation of a smart society. The
latest studies demonstrate the growing influence of socially responsible
business on the prospects of achieving the goals of sustainable development
and solving economic, environmental and social problems at the regional and
global levels. The implementation of European principles of accountability,
publicity and transparency of business, normative regulations of corporate
reporting and social responsibility practices will contribute to the formation
of a smart society in Ukraine and strengthen European integration processes.

The relevance of the research topic is determined by the recognition
at the national level of the priority for Ukraine to solve existing environ-
mental and social problems, the low level of transparency and investment
attractiveness of the domestic economy, the desire to increase its competiti-
veness, and the development of cross-border cooperation. There is an urgent
need to implement European principles and practices of integrated reporting,
spread European business experience and European values for the business
environment, awareness of the progressive impact of corporate social
responsibility on the sustainable development of society.

The analysis of the results obtained by Ukrainian and European
scientists in recent years allows us to state that the most relevant are the
studies in the field of integrated reporting and ensuring the accountability of
socially responsible business, the search for approaches to the most complete
disclosure of information about the environmental and social consequences
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of the activities of business entities, the formation the trust of internal and
external stakeholders, which is a key challenge for business management
worldwide. At the same time, in Ukraine, research, development and imple-
mentation of the concept of corporate reporting on the social responsibility
of business to increase the competitiveness of the economy and build a smart
society, the study of the problems of integrated reporting are at the initial
stage and have a fragmentary nature.

Various aspects of reporting to ensure business accountability and dis-
closure of information about the economic, environmental and social conse-
quences of business are highlighted in the publications of Ukrainian and
foreign scientists and practitioners: Bezverkhyi K. [1]; Fomina O. [2];
Cuomo F., Gaia S., Girardone C., Pisera S. [3]; Jackson G., Bartosh J.,
Avetisyan E., Kinderman D., Knudsen J. [4]. In particular, the issues of
researching the nature of accountability of business entities regarding their
contribution to ensuring competitiveness and sustainable development are
disclosed in the work of Galetska T., Topishko N., Topishko I. [5]. The
scientific justification of the practical provisions for ensuring decision-
making and transparency of the economic activity of a socially responsible
enterprise is presented in the studies of Korol S., Kurbet M. [6], in particular
about the state and prospects of the implementation of reporting on
sustainable development in Ukraine in the context of European integration.
The authors Malyshkin O., Kovova 1., Shulyarenko S. [7] formulated
approaches to the harmonization of accounting and reporting in Ukraine in
the context of EU regulations and sustainable development goals.

The international experience of integrated reporting of socially res-
ponsible companies is disclosed in the works of such authors as: Kovban A.,
Kohut I. [8]; Saprykina M., Honz E., Okunev O. [9]; Shpyrko O. [10];
Gillan S., Koch A., Starks L. [11]; Rendtorff J. [12]. Practical aspects of
social and environmental accounting in Europe are highlighted by Pizzi S.,
Principale S., Fasiello R., Imperiale F. [13].

Definition of the conditions of transparency of management reporting
as a basis for making effective decisions is presented in the works of Holov S.,
Kostyuchenko V., Kuzina R. [14]; Umantsiv H., Kotsupal O. [15]. The pro-
blems of green laundering, which is a consequence of the growing attention
and demand for environmental activities and business responsibility, high
expectations from stakeholders, are revealed by Sandha O., Kurniawati C. [16];
Schumacher K. [17]; Sapmaz Veral E. [18].

The impact of Directive 2014/95/EU [19] on the need to publish non-
financial statements of companies and the level of corporate social responsibility,
in particular new Corporate Social Responsibility (CSR) initiatives, improve-
ments in CSR infrastructure, or firm performance, is covered in detail in the work
of Fiechter P., Hitz J.-M., Lehmann N. [20]. The responsibility of socially oriented
business is the object of research by such authors as: Christensen H., Hail L.,
Leuz S. [21]. Along with this, the existing developments require further deepe-
ning in order to solve the problems of implementing the European principles of
integrated reporting of socially responsible business in Ukraine.
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The aim of the article is to characterize European principles, practices
and approaches to integrated reporting of socially responsible business to ensure
transparency, accountability and the formation of a smart society in Ukraine.

The research methodology is revealed through the relationship bet-
ween the reporting principles of socially responsible business and the solu-
tion of economic, environmental and social problems. The main methodical
tools are: analysis of limitations (identification and understanding of existing
features of Ukrainian and European practice of socially responsible
business); analysis and synthesis (in determining the main modern trends and
strategic tasks of business in solving economic, environmental and social
problems); induction and deduction (when determining key principles and
aspects of information disclosure); comparisons and analogies (to compare
the principles of non-financial and integrated reporting of socially respon-
sible business); a systematic approach (to identify the relationship in the
formation of trust in business through reporting in EU countries); assessment
and forecasting of the impact of the implementation of the European prin-
ciples of integrated reporting of socially responsible business on the for-
mation of a smart society in Ukraine (expansion of the worldview of entrep-
reneurial activity and integrated thinking).

1. The principles of social responsibility

In a broad sense, Corporate Social Responsibility (CSR) is defined as
a set of different forms of responsibility (legal, economic, professional,
moral, political, etc.), which interact with each other and reflect the value
system of society and business. In a narrow sense, CSR shows the subject’s
involvement in solving socially significant goals of society, fulfillment of
mutual rights and obligations, as well as compliance with social norms and
the degree of their acceptance [5].

Corporate Social Responsibility is defined by the European Commi-
ssion as "the responsibility of enterprises for their impacts on society" [22].
CSR is a concept in which companies include social and environmental
aspects in their activities, taking into account not only their own corporate
interests, but also the interests of stakeholders. It is also the willingness of
businesses to be accountable to consumers, employees and the communities
where they operate. This means that companies must adhere to ethical prin-
ciples in their activities, take into account the impact of their actions on the
environment and contribute to raising the standard of living of the population.

The concept of CSR includes such elements as environmental sustai-
nability, social responsibility, ethical behavior, voluntary charity, activities
to improve the level of education, cultural and social development. Compa-
nies can fulfill their CSR obligations through a variety of activities, such as
the use of environmentally friendly technologies, reimbursement of emis-
sions into the atmosphere, promotion of voluntary initiatives and charitable
activities and organizations, development of programs to support social
development and education.
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The principles of social responsibility, as well as recommendations for
their implementation, are defined in ISO 26000:2010 Guidance on social
responsibility [23]. The principles are mandatory to ensure confirmation of
socially responsible behavior of enterprises and organizations. The principles
of social responsibility, which are defined in ISO 26000:2010, include (Figure 1).

Principles
of social
responsibility

Respect for international
norms of behaviour

Figure 1. Principles of social responsibility by ISO 26000:2010

Source.: compiled on the basis of and processing [23].

ISO 26000:2010 encourages organizations to integrate relevant inter-
national standards and norms into their policies and practices and to com-
municate compliance with these norms to stakeholders. This may include
developing specific policies and procedures related to international stan-
dards, educating employees about their importance, and conducting regular
monitoring and evaluation of their implementation.

2. The reporting requirements of socially responsible business

The procedure and requirements for socially responsible business repor-
ting are determined by a number of international, European and national stan-
dards, directives and legislative acts. This complicates the practical application of
the regulatory framework, however, on the other hand, it testifies to the impor-
tance and involvement of a significant range of subjects in the process of forming
legislation regulating integrated reporting. Among the key international docu-
ments and initiatives on social responsibility reporting, it is necessary to identify:
the Global Reporting Initiative (GRI), the United Nations Global Compact
(UNGC), ISO 26000:2010 Guidance on social responsibility, the International
Integrated Reporting Framework (IIRF), Corporate Sustainability Reporting
Directive (CSRD), Directive 2014/95/EU, the Sustainability Accounting Stan-
dards Board (SASB), the International Sustainability Standards Board (ISSB), the
Climate Disclosure Standards Board (CDSB).
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The Global Reporting Initiative (GRI) [24] is a set of sustainability
reporting guidelines developed by the Global Reporting Initiative, an internatio-
nal organization that helps companies and organizations understand and report
on their performance in achieving the Sustainable Development Goals
(SDQG) [25]. The GRI provides organizations with a framework for reporting
on sustainability, including economic, environmental and social impacts. The
GRI aims to promote transparency, accountability and comparability in
sustainability reporting. The Global Reporting Initiative defines the following
principles: stakeholder inclusiveness, sustainability context, materiality, comp-
leteness, accuracy, balance, clarity, comparability, reliability, timeliness.

Social responsibility is also a key aspect of the United Nations Global
Compact (UNGC) [26] — an initiative aimed at promoting responsible corpo-
rate citizenship in areas such as labor standards, environmental management
and human rights. By adopting the UNGC principles, companies can demon-
strate their commitment to responsible business practices, improve their
reputation and build trust among stakeholders.

The concept of the International Integrated Reporting Framework
(ITIRF) [27] encourages companies to use a more comprehensive approach to
reporting on social responsibility, including it as one of the main components
of their integrated report. This allows stakeholders to be informed about so-
cial and environmental initiatives, solutions related to solving problems, redu-
cing risks, creating and preserving value, in particular, intellectual, human,
social-reputational, natural, financial, production capital, improving long-term
efficiency and promoting sustainable development. I[IRF defines the follo-
wing principles of integrated reporting of socially responsible business: stake-
holder relationships, materiality, completeness, reliability, conciseness, consis-
tency, strategic focus and future orientation, connectivity of information.

The Sustainability Accounting Standards Board (SASB) [28] works to
promote greater transparency of corporate sustainability reporting and busi-
ness accountability, and helps investors and other stakeholders make more
informed decisions based on ESG performance (Environmental, Social, and
Governance) [29]. SASB identifies the following reporting principles: stake-
holder inclusive, materiality, complete, fair, neutral, comparable, useful,
verifiable. The reporting principles defined by the International Accounting
Standards Board (IASB) include the following: materiality, complete, free
from material error, neutral, understandability, comparability, faithful repre-
sentation, timeliness, consistency.

The International Sustainability Standards Board (ISSB) [30] is a
newly created body that aims to develop standards for the disclosure of essen-
tial information about the risks and opportunities of sustainable development
for business and financial institutions. One of the key elements of these
standards is the disclosure of social information. The Climate Disclosure
Standards Board (CDSB) standards help businesses assess and report on the
risks and opportunities associated with climate change. They also help
companies understand which climate factors may affect their financial perfor-
mance and how these risks can be reduced or avoided. The principles of
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reporting defined by the GDSB include the following list: materiality and
relevance, free from error, neutral, clear and understandable, comparability,
verifiable, timely, consistent, connected, forward looking. On 31st January
2022, the Climate Disclosure Standards Board (CDSB) joined with the IFRS
Foundation to support the newly created International Sustainability Stan-
dards Board (ISSB).

One of the key initiatives in Europe related to integrated reporting is
Directive 2014/95 on non-financial reporting [19], which is called the "CSR
Directive" [20] or the Non-Financial Reporting Directive (NFRD) [31].
According to this Directive, starting from 2017, large companies with more
than 500 employees are required to include non-financial information in their
annual reports. According to the NFRD, companies disclose in their reports
information about the policies they implement, the risks associated with them
and the results in the following important areas regarding the protection of
the natural environment (ecological aspects, environmental pollution, climate
change, use of natural resources, sources energy); social responsibility,
employment and attitude to employees; respect for human rights and free-
doms; fighting and countering corruption and bribery; diversity in the com-
position of the company’s board by age, gender, education and professional
direction. Due to reporting requirements, the principles of social responsi-
bility began to be more and more actively implemented in the practice of
European companies. NFRD plays a significant role in promoting the prac-
tice of integrated reporting in Europe.

The next important step is the entry into force on January 5, 2023 of
the new Corporate Sustainability Reporting Directive (CSRD) [32]. Its full
name is Directive (EU) 2022/2464 of the European Parliament and of the
Council of 14 December 2022 amending Regulation (EU) No 537/2014,
Directive 2004/109/EU, Directive 2006/43/EU and Directive 2013/34/EU, as
regards corporate sustainability reporting [32]. CSRD promotes social respon-
sibility by encouraging companies to take a more active approach to ESG issues
and their disclosure. By requiring companies to report on their ESG perfor-
mance, the directive encourages companies to identify and address potential
sustainability issues before they become serious problems. This can help
prevent social and environmental harm, and can help companies build stron-
ger relationships with stakeholders by demonstrating their commitment to
social responsibility. CSRD does not separately define reporting principles,
indicating the need to comply with internationally recognized principles and
frameworks for responsible business conduct, corporate social responsibility
and sustainable development.

3. Principles of integrated reporting of socially responsible business

Comparative analysis shows that the largest number of principles
for integrated reporting of socially responsible business entities is defined
by GRI — 10 principles, IASB offers 9 principles, I[IRF and SASB — 8 each,
ISO 26000 — 7 (Figure 2).
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Figure 2. Number of principles defined in international standards,
frameworks, guidelines

Source: compiled on the basis of and processing [23; 24; 27; 28; 30].

In general, the specified standards present 26 principles of disclosure
of information about corporate social responsibility. A more detailed list of
them by individual standards, frameworks, guidelines and recommendations
is presented in Table.

Table

Comparison of the principles of disclosure of information about corporate social
responsibility in international standards, frameworks, guidelines

Principles ISO 26000 IIRF GRI SASB IASB
Materiality + + + +
Completeness + + + +
Stakeholder relationships +* + k% Rk
Comparability + + +
Consistency + +
Reliability + +
Clarity + HAHAK
Neutral + +
Timeliness + +
Transparency +
Conciseness +
Useful +
Accuracy +
Balance +
Fair +
Free from material error +
Faithful representation +
Strategic focus and future orientation +
Connectivity of information +
Ethical behaviour
Sustainability context +
Respect for the rule of law
Respect for international norms of behaviour
Respect for human rights
Accountability
Verifiable +
* Respect for stakeholder interests (ISO 26000)
** Stakeholder inclusiveness (GRI)
*** Stakeholder inclusive (SASB)
**%* Understandability (IASB)

+

+ |+ +]+

Source: compiled on the basis of and processing [1; 23; 24; 27; 28; 33].
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A significant list of principles indicates that the process of harmo-
nizing and approximating standards continues both at the international, regio-
nal, and national levels. GRI, CDSB, SASB have already announced joint
work on the harmonization of standards. Although today the principles are
defined in different ways in the documents, by their essence they do not
exclude and do not contradict each other, but have a complementary cha-
racter. The definition of principles in various normative and guiding docu-
ments depends on the emphasis, focus and attention to certain aspects of
disclosure of information about actions and initiatives, preparation of repor-
ting and its quality characteristics.

From the whole set of principles, the most common are: materiality,
completeness, stakeholder relationships, comparability, timeliness, neutral,
clarity, reliability, consistency (Figure 3).

Materiality
Completeness
Stakeholder relationships T s
Comparability
Timeliness
Neutral
Clarity
Reliability
Consistency
Verifiable
Accountability

Conciseness
Transparency

0 1 2 3 4
Number of standards

Figure 3. The most popular principles of reporting
on corporate social responsibility

Source: compiled on the basis of and processing [1; 23; 24; 27; 28; 33].

Since the preparation of integrated reporting means a combination of
information and approaches, principles of financial and non-financial repor-
ting, it is necessary to pay attention to which principles are provided for the
preparation of financial reporting, which is strictly regulated by legislation.
According to the International Financial Reporting Standards (IFRS) [30],
2 groups of principles are distinguished: the first is defined as basic assump-
tions, the main ones of which are the principle of continuity of the enter-
prise’s activity and accrual accounting; the second is manifested through the
qualitative characteristics of reporting: comprehensibility, relevance, reliabi-
lity, comparability (which in the Conceptual Framework are grouped into
basic and strengthening characteristics).

In Ukrainian practice, national standards define 10 principles
(The National Accounting Regulation (Standard) 1 "General requirements for
financial reporting" [34]): autonomy, continuity, periodicity, historical (actual)
cost, accrual and matching of income and expenses, full disclosure, con-
sistency, prudence, the predominance of essence over form, a single monetary
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measure. Qualitative characteristics of reporting are also defined: compre-
hensibility and comprehensibility; appropriateness; reliability (truthfulness);
comparability. The principles of non-financial reporting of companies at the
legislative level in Ukraine remain undefined.

In Ukraine, the first attempts to implement reporting on corporate
social responsibility at the legislative level are related to the requirement to
publish a management report and a report on payments for the benefit of the
state (according to changes in 2017, the Law of Ukraine "On accounting and
financial reporting in Ukraine") [35]. In Ukraine, there is an obligation to
compile statistical forms of reporting, in particular regarding environmental
impact, labor relations, etc., however, statistical reporting is not subject to
publication and its information content does not satisfy the principles of
preparing non-financial reporting and the information needs of users. The
same applies to environmental tax reporting.

The concept of implementation of state policy in the field of promo-
ting socially responsible business in Ukraine for the period up to 2030 [36],
the activities of professional and public organizations, in particular, the
Center for the Development of Corporate Social Responsibility [9] and
others, contribute to the spread of European experience integrated reporting
on corporate social responsibility in Ukraine. The social report is the answer
to the request for the concept of sustainable development and reveals the
socially significant aspects of the activity. In Ukrainian practice, non-finan-
cial reporting for multinational companies is gaining more and more
importance, reporting is being segmented, approaches to social audit,
environmental accounting and auditing are developing.

According to Directive 2013/34/EU, the management report is a part
of financial reporting and contains information about the company’s perfor-
mance and development prospects, a description of risks and uncertainties,
management performance indicators. It is compiled and submitted by all
enterprises operating in the EU. It should be balanced and correspond to the
complexity and size of the business, including financial and non-financial
indicators. Certain jurisdictions may exempt small and medium-sized enter-
prises from the obligation to disclose non-financial information in the manage-
ment report. In Ukraine, along the lines of the European Directive 2013/34/EU,
Methodological recommendations for the preparation of a management
report [37] have been developed, which are used as a framework document
and have a recommendatory nature. At the same time, according to the
Law [38], the management report is included in the financial reporting, which
is mandatory for medium and large enterprises. When preparing consolidated
financial statements, a consolidated management report must also be sub-
mitted. In addition, listed companies and financial institutions are required to
submit a corporate governance report.

According to Directive 2013/34/EU, public interest entities are requi-
red to draw up a corporate governance report, which can be presented as a
section of the governance report or as a separate document referenced in the
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governance report. In Ukraine, this report is recommended. That is, the prin-
ciples of corporate reporting of socially responsible business are only at the
stage of implementation, in voluntary initiatives of large enterprises. The tax
authorities of Ukraine do not consider the management report, the report on
payments to the state and their consolidated forms as a component of finan-
cial reporting, therefore they do not require their submission as an appendix
to the Income Tax Declaration.

Directive 2014/95/EU [19] does not separately define the principles of
reporting, while indicating the need to use those principles that are laid down
in international and national standards (frameworks), such as the Eco-Mana-
gement and Audit Scheme (EMAS) the United Nations (UN) Global Compact,
GRI, the Guiding Principles on Business and Human Rights, ISO 26000.

The CSRD requires more detailed disclosures on due diligence for
responsible behavior (than currently available in Directive 2013/34/EU). Due
diligence is a process carried out by enterprises to identify, monitor, prevent,
mitigate, eliminate or bring to a desired state, termination of the main existing
or potential adverse impacts associated with their activities. And this applies
to the entire value chain. Such impacts are considered in terms of conse-
quences for people and the environment. The European principles of social
responsibility of business include equal opportunities for all and ensuring
adequate working conditions. Reporting on sustainable development should
also comply with internationally recognised principles and frameworks on
responsible business conduct, corporate social responsibility, and sustainable
development, including the SDGs, the UN Guiding Principles on Business
and Human Rights, the OECD Guidelines for Multinational Enterprises, the
OECD Due Diligence Guidance for Responsible Business Conduct and rela-
ted sectoral guidelines, the Global Compact, the International Labour Organi-
zation’s (ILO) Tripartite Declaration of Principles concerning Multinational
Enterprises and Social Policy, the ISO 26000 and the UN Principles for
Responsible Investment [32].

The social issues that companies must report on in their reporting
relate to respect for human rights, fundamental freedoms, gender equality,
the gender pay gap, accessibility measures related to the employment and
integration of people with disabilities, democratic principles and standards
defined in: UN human rights conventions, including the UN Convention on
the Rights of Persons with Disabilities, the UN Declaration on the Rights of
Indigenous Peoples, the UN Convention on the Rights of the Child, the ILO
Declaration on Fundamental Principles and Rights at Work, the fundamental
conventions of the ILO, the European Convention for the Protection of
Human Rights and Fundamental Freedoms, the European Social Charter, and
the Charter of Fundamental Rights of the EU [32].

In its conclusions of 24 February 2022, the European Council stated
that the rf’s unprovoked and unjustified military aggression against Ukraine
is grossly violating international law and the principles of the United Nations
Charter and is undermining European and global security and stability [32].
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The new CSRD states that The Commission shall conclude a Memo-
randum of understanding (MoU) with Ukraine, which establishes reporting
requirements that include the effectiveness, transparency and accountability
of the use of support provided to Ukraine. The MoU emphasizes commitment
to the principles of rational financial management with an emphasis on
fighting corruption, organized crime, combating fraud, avoiding conflicts of
interest, and creating a transparent and accountable framework [32].

4. Practical aspects of integrated reporting in Ukraine and EU

Integrated reporting is a framework that aims to provide comprehe-
nsive and concise information about how an organization creates and sustains
value over time. The European Union has actively participated in the deve-
lopment and promotion of integrated reporting, and many European countries
have gained significant experience in preparing such reporting [31].

We can single out a number of European countries that are leading in
the implementation of integrated reporting. For example, Great Britain was
one of the first to adopt integrated reporting, issued guidelines for its prepa-
ration and created the Integrated Reporting Council, which was renamed the
Value Reporting Foundation, to promote the spread of integrated reporting
among companies. Other European countries that have made progress in inte-
grated reporting include France, Germany, the Netherlands, Spain and Italy.
In France, the Autorité des Marchés Financiers (AMF) issued guidelines for
non-financial reporting, which includes integrated reporting. In Germany, the
Institute of Public Auditors (IDW) has issued guidelines for integrated repor-
ting, and several companies have adopted this framework. In the Netherlands,
the Ministry of Economic Affairs and Climate Policy of the Netherlands has
issued guidance on non-financial reporting, which includes integrated repor-
ting. In Spain, the Instituto de Contabilidad y Auditoria de Cuentas (ICAC)
issued guidelines on non-financial reporting, its structure and content. In
Italy, the Italian Association of Certified Accountants (Consiglio Nazionale
dei Dottori Commercialisti e degli Esperti Contabili) issued guidelines on
integrated reporting [39].

The European experience of implementing the principles of integrated
reporting of socially responsible business has a number of features:

o state support and stimulation of socially responsible initiatives, dis-
closure of information about them to a wide range of users;

« development of corporate culture and socially responsible consciousness;

« implementation of CSR strategy in practice in 50 % of companies;

« dependence on the size of the company in the implementation of the
CSR policy, which is applied by 100 % of large, 65 % of medium and 48 %
of small enterprises;

« independence from the field of activity of companies, but the presence
of geographical differences between countries (for example, 33 % of SMEs
in France and 83 % in Finland);
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« about 8 % of EU companies receive benefits or subsidies from the
state for the implementation of CSR;

« high awareness and level of awareness of the benefits of CSR
reporting (more than 75 % of respondents among SMEs) [8].

An important trend is the disclosure of information about humani-
tarian and charitable initiatives, ethical statements about the exit of business
from the markets of the Russian Federation and Belarus, measures to promote
peace and security, sustainable innovative development of society.

Although the indicators of Ukrainian companies regarding CSR repor-
ting are increasing, they remain at a low level. According to 2020 data, only
17.8 % or 11 out of 56 companies have integrated the Sustainable Develop-
ment Goals into their own strategies. The highest level of disclosure of infor-
mation about CSR is held by SE "River Ports Administration", PJSC "Carls-
berg Ukraine", Coca-Cola Beveridges Ukraine Limited, DTEK Group. An
example of the integration of the UN Sustainable Development Goals into
the company’s strategy is the DTEK Group’s ESG strategy until 2030, which
integrates 12 goals. State-owned enterprises are marked by higher indicators
of reporting transparency than privately owned companies. The level of trans-
parency regarding the disclosure of social aspects is 26.4 %, environmental
issues — 36.6 %, information about corporate governance — 27.7 % [9].

Integrated reporting makes it possible to comprehensively and fully
present the results of the company’s activities, to supplement the information
of financial reporting, to expand the idea of the functioning of the company,
its mission, prospects [6]. Under the condition of successful use, it can become
an effective tool for the development of the company’s own brand, the for-
mation of competitive advantages and a positive image in the eyes of custo-
mers and society [38].

They also note the negative consequences associated with the manipu-
lation of information presented in integrated reporting to describe the com-
pany’s activities and distort its impact on the environment and society. This
phenomenon has been called Greenwashing, which in general terms means
the practice of making false or misleading claims about the environmental
benefits of a company, product or service in order to appeal to environmen-
tally conscious consumers. It is a form of marketing or PR that seeks to create
the impression, for example, that a company or its products are environ-
mentally friendly, when in fact this may not be the case. This leads to the fact
that the number and variety of labels of reporting initiatives on environmental
indicators of business and products is increasing [18]. The European princip-
les of socially responsible business reporting require that information on the
environmental performance of enterprises and their products be reliable, relia-
ble, convenient for comparison and verified in all EU countries. The purpose
of such reporting is to prevent manipulation and misleading statements.

Among the main problems of integrated reporting, we can highlight a
significant increase in the volume and number of requirements for company
reporting, the introduction of new standards and directives, the heterogeneity
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of requirements for the structure and content of reporting forms, the volume
and ratio of financial and non-financial information, the purpose of compi-
lation, voluntary or mandatory presentation, technology, lack of a single
format, inconsistency of taxonomy, validation and independent audit, nume-
rous inconsistencies in reporting. All this causes pressure and additional costs
for developers of integrated reporting, complicates its perception by users,
comparability of indicators, negative consequences of asymmetry of accoun-
ting information, in particular greenwashing. The specifics of the industry and
the size of the reporting entities (from large companies to small and medium-
sized enterprises) remain insufficiently taken into account in the require-
ments of the regulatory framework for the preparation of integrated reporting.
Among the problems of non-financial reporting are the creation of opera-
tional and compliance risks and hindering access [39]. In addition, the enter-
prise must have an adapted system of digitization of accounting information
for the preparation of integrated reporting, and there is a demand for emp-
loyees with relevant knowledge and competencies. Thus, today’s practice of
integrated reporting of socially responsible business is associated with infla-
ted costs, additional risks and difficulties of the transitional period of forma-
tion and coordination of international, European and national requirements
of the regulatory framework.

Integrated thinking is required to successfully solve the problems of
integrated reporting. The main idea of integrated thinking is that the orga-
nization should consider its activities as a system in which financial indica-
tors, social impacts and environmental aspects are interconnected and inter-
dependent. This means that when solving the problems of integrated repor-
ting, it is necessary to take into account all these aspects and look for compre-
hensive solutions that ensure the achievement of economic, social and envi-
ronmental sustainability.

Conclusions

The implementation of European principles and practices of integrated
reporting on corporate social responsibility in Ukraine will ensure the
transparency of domestic business, will contribute to the growth of trust in it,
visibility and market reward for corporate social responsibility and, as a
result, will increase the competitiveness of not only individual enterprises
and organizations, but also the economy in general. Analysis of the content
components and indicators of the integrated report allows managers and all
interested parties to identify existing problems, risks, find reserves, critically
assess opportunities and determine business priorities and prospects. The
new reporting requires a rethinking and improvement of approaches to
business, and therefore will contribute to the formation of a socially
responsible business environment in Ukraine that meets the best international
and European standards.
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Prospects for further research are the development of organizational

and methodological principles of integrated reporting as a basis for increa-
sing the level of social responsibility of business to ensure sustainable deve-
lopment, the dissemination of knowledge and the formation of sustainable
skills for environmentally and socially responsible activities, the ability to
influence strategy and the ability to assess the economic, environmental and
social impact of business based on corporate reporting.

10.

11.

12.

REFERENCE

Bezverkhyi, K. V. (2019). Implementation of the principle of sustainability and com-
parability of integrated reporting of domestic enterprises. Ekonomichnyi zhurnal
Odeskoho politekhnichnoho universytetu, 2(8), 19-25. https://doi.org/10.5281/
zen0do.3593840. https://economics.opu.ua/ejopu/2019/No2/19.pdf [in Ukrainian].
Fomina, O., Semenova, S., & Berezovska, D. (2022). Transformation of financial
reporting during martial law. Scientia fructuosa, 3, 103-113. https://doi.org/10.31617/
1.2022(143)08 [in Ukrainian].

Cuomo, F., Gaia, S., Girardone, C., & Pisera, S. (2022). The effects of the EU non-
financial reporting directive on corporate social responsibility. The European Journal
of Finance. https://doi.org/ 10.1080/1351847X.2022.2113812 [in Ukrainian].
Jackson, G., Bartosh, J., Avetisyan, E., Kinderman, D., & Knudsen, J.(2020).
Mandatory non—Financial Disclosure and its Influence on CSR: An International
Comparison. Journal of Business Ethics, 162(2), 323-342. https://link.springer.com/
article/10.1007/s10551-019-04200-0 [in English].

Galetska, T., Topishko, N., & Topishko, 1. (2019). Corporate Social Activities in
Germany: the Experience of Companies. Baltic Journal of Economic Studies, 5(3), 17-24.
https://doi.org/10.30525/2256-0742/2019-5-3-17-24 [in English].

Korol, S. Ya., Semenova, S. M., & Courbet, M. A. (2022). Implementation of reporting
on sustainable development in Ukraine: status and prospects in the context of European
integration. Business-Inform, 1,294-301. https://doi.org/10.32983/2222-4459-2022-1-294-301
[in Ukrainian].

Malyshkin, O., Bezverkhyy, K., Kovova, 1., Semenova, S., Shulyarenko, S., & Karyev, V.
(2018). Harmonization of accounting and taxation at Ukrainian enterprises in the con-
text of EU norms. State University of Infrastructure and Technologies. Kyiv: ArtEk, DUIT
[in Ukrainian].

Kovban, A., & Kohut, I. (2019). Formation of a Corporate social responsibility strategy
of companies in EU countries. Baltic Journal of Economic Studies, 5(3), 82-90.
https://doi.org/10.30525/2256-0742/2019-5-3-82-90 [in Ukrainian].

Saprykina, M., Honz, E., & Okunev, O. (2021). ESG index of transparency of sites of
Ukrainian companies 2020. https://csr-ukraine.org/wp-content/uploads/2021/12/Index-
2020.pdf [in Ukrainian].

Semenova, S., & Shpyrko, O. (2022). Features of the preparation of the integrated
reporting of European companies. Collection of scientific works of the State University
of Infrastructure and Technologies. Series "Economics and Management". Issue 52,
(pp. 65-71). https://doi.org/ 10.32703/2664-2964-2022-52-65-71[in Ukrainian].
Gillan, S., Koch, A., & Starks, L. (2021). Firms and Social Responsibility: A Review
of ESG and CSR Research in Corporate Finance. Journal of Corporate
Finance, 66: 101889. https://doi.org/10.1016/j.jcorpfin.2021.101889 [in English].
Rendtorff, J.D. (2023). Responsible Business and Integrated Stakeholder Reporting:
Towards a Stakeholder Model for Integrated Reporting of ESG and SDG. Measuring
Sustainability and CSR: From Reporting to Decision-Making. Ethical Economy.
(Vol. 64). Springer, Cham. https://doi.org/10.1007/978-3-031-26959-2_6 [in English].

ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2023. Ne 3 97



ACCOUNTING AND TAXATION

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.
24.
25.
26.
27.

28.

29.

30.

31.

32.

98

Pizzi, S., Principale, S., Fasiello, & R. Imperiale, F. (2023). The institutionalisation of
social and environmental accounting practices in Europe. Journal of Applied Accoun-
ting Research, 28 February. https://doi.org/10.1108/JAAR-07-2022-0190 [in English].
Holov, S., Kostyuchenko, V., & Kuzina, R. (2018). Integrated reporting: concept,
methodology and organization. Kherson: Helvetica Publishing House [in Ukrainian].
Umantsiv, H., & Kotsupal, O. (2022). Predictive information in integrated reporting.
Scientia fructuosa, 6, 114-127. https://doi.org/10.31617/1.2022(146)09 UDC 004:657.37
https://doi.org/10.31617/1.2022(146)09 [in Ukrainian].

Sandha, O., & Kurniawati, C. (2023). Sustainability Fraud: Greewashing. Asian
Journal of Government Audit, April, 30-41. https://www.researchgate.net/publication/
370527285 SUSTAINABILITY FRAUD GREENWASHING/citations [in English].
Schumacher, K. (2022). Environmental, Social, and Governance (ESG) Factors and
Green Productivity: The Impacts of Greenwashing and Competence Greenwashing on
Sustainable Finance and ESG Investing. APO Productivity Insights. (Vol. 2-11),
December 15. http://dx.doi.org/10.2139/ssrn.4303609 [in English].

Sapmaz Veral, E. (2022). The Fight Against Greenwashing: EU Initiative on Sub-
stantiating Green Claims. Journal Dergisi, 33 (124), 101-109. https://doi.org/10.52836/
sayistay.1110591 [in English].

Directive 2014/95/EU on the disclosure of non-financial and diversity information.
https://eur-lex.europa.euw/legal-content/EN/TXT/PDF/?uri=CELEX:32014L0095 [in English].
Fiechter, P., Hitz, J.-M., & Lehmann, N. (2022). Real Effects of a Widespread CSR
Reporting Mandate: Evidence from the European Union’s CSR Directive. Journal
of Accounting Research, 60, 1499-1549. https://doi.org/10.1111/1475-679X.12424
[in English].

Christensen, H., Hail, L., & Leuz, C. (2021). Mandatory CSR and Sustainability
Reporting: Econo mic Analysis and Literature Review. Review of Accounting Studies,
26 (3), 1176-1248. https://doi.org/ 10.1007/s11142-021-09609-5 [in English].
Corporate sustainability reporting. The European Commission (2023). https://ec.europa.eu/
info/business-economy-euro/company-reporting-and-auditing/company-reporting/
corporate-sustainability-reporting_en [in English].

ISO 26000:2010 Guidance on social responsibility. https://is026000.info/wp-content/
uploads/2017/06/ISO-26000 2010 _E OBPpages.pdf [in English].

Global Reporting Initiative. GRI. https://www.globalreporting.org/standards [in English].
Sustainable Development Goals (SDG). https://sdgs.un.org/goals[in English].

United Nations Global Compact (UNGC). https://www.unglobalcompact.org [in English].
The International Integrated Reporting Framework (IIRF). https://integratedreporting.org/
resource/international-ir-framework [in English].

Sustainability Accounting Standards Board (SASB). https://www.sasb.org [in English].
Environmental, Social, and Governance (ESG). https://www.oecd.org/finance/esg-
investing.htm [in English].

The International Sustainability Standards Board (ISSB). The International Financial
Reporting Standards (IFRS) and the International Accounting Standards Board (IASB).
https://www.ifrs.org/groups/international-sustainability-standards-board [in English].
Commentary on Developments concerning Integrated Reporting (2022). For Realiza-
tion of Sustainable Improvement of Corporate Value. Deloitte. https://www?2.deloitte.com/
jp/en/pages/strategy/articles/cg/integrated-report.html [in English].

Corporate Sustainability Reporting Directive (CSRD). Directive (EU) 2022/2464
of the European Parliament and of the Council of 14 December 2022 amending Regu-
lation (EU). No 537/2014, Directive 2004/109/EC, Directive 2006/43/EC and Direc-
tive 2013/34/EU, as regards corporate sustainability reporting. https://eur-lex.europa.eu/
legal-content/EN/TXT/?uri=CELEX:320221.2464 [in English].

ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2023. Ne 3



ACCOUNTING AND TAXATION

33. Understanding the value of transparency and accountability (2019). The Corporate
Reporting Dialogue. The Climate Disclosure Standards Board (CDSB). https://www.cdsb.net/
sites/default/files/understanding_the value of transparency and accountability report.pdf
[in English].

34, National Accounting Regulation (Standard) 1 "General requirements for financial
reporting": Approved by the order of the Ministry of Finance of Ukraine dated Feb-
ruary 7, 2013, 73. http://zakon.rada.gov.ua [in English].

35. The Verkhovna Rada of Ukraine (1999). The Law of Ukraine "On accounting and
financial reporting in Ukraine" of July 16, 996-XIV. https://zakon.rada.gov.ua/
laws/show/996-14#Text [in English].

36. The concept of implementation of state policy in the field of promoting socially
responsible business in Ukraine for the period up to 2030: order of 24.01.2020 Ne 66-p.
https://zakon.rada.gov.ua/laws/show/66-2020-p#n8 [in English].

37. Methodological recommendations for drawing up a management report: Order of the
Ministry of Finance of Ukraine dated December 7, 2018. No. 982. https://zakon.rada.gov.ua/
rada/show/v0982201-18#Text [in English].

38. Semenova, S. (2021). Management report: National requirements of Ukraine and world
experience. Proceedings of Azerbaijan State Maritime Academy, Baki, I, 83-94.
http://adda.edu.az/uploads/elmi_jurnal 2021 1.pdf[in Ukrainian].

39. Current Non-financial Reporting Formats and Practices. Appendix 4.6: Stream A6
Assessment Report. European Financial Reporting Advisory Group. February (2021).
https://www.efrag.org/Assets/Download?assetUrl=%2Fsites%2Fwebpublishing%2FS
iteAssets%2FEFRAG%2520PTF-NFRS A6 FINAL.pdf&AspxAutoDetectCookieSupport=1
[in English].

Conflict of interest. The author certify that they have no financial or non-financial interest in the subject
matter or materials discussed in this manuscript; the authors have no association with state bodies, any
organizations or commercial entities having a financial interest in or financial conflict with the subject matter
or research presented in the manuscript. Given that the author is affiliated with the institution that publishes
this journal, which may cause potential conflict or suspicion of bias and therefore the final decision to publish
this article (including the reviewers and editors) is made by the members of the Editorial Board who are not
the employees of this institution.

The author of the manuscript did not receive direct funding in the preparation of the manuscript.

Semenova S. European principles of integrated reporting of socially responsible business. Scientia fructuosa. 2023. Ne 3.
S. 83-99. https://doi.org/10.31617/1.2023(149)07

Received the editorial office 11.05.2023.

Accepted for printing 22.05.2023.
Publication online 23.06.2023.

ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2023. Ne 3 99



