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NON-FINANCIAL REPORTING
IN THE INDUSTRIAL SECTOR

Non-financial reporting has become an
important aspect of corporate reporting, especially
in the industrial sector, providing enhanced
information on the social, environmental and
ethical aspects of a company’s activities. By
promoting transparency and accountability, non-
financial reporting (NFR) can help companies
mitigate negative environmental impacts and
strengthen their overall sustainability efforts. The
aim of the article is to review the regulatory
framework and international practice of preparing
non-financial reports by industrial enterprises, to
identify the specific features of ESG reporting and
to provide recommendations on the content of non-
financial reports of industrial enterprises in
Ukraine. The methods of theoretical generalization
and grouping of information, induction, analysis,
synthesis and logical generalization were applied.
1t was determined that the unification of regulatory
and legal regulation in the field of NFR is an
important issue for business entities, including
industrial enterprises. Many international organi-
zations have developed a set of their own
regulations in the field of non-financial reporting,
which reflect public attention to important issues
and the actual practice of solving them by
enterprises and organizations. Based on the
international practice of non-financial reporting,
the lack of universal approaches to the preparation
of NFR was revealed. Companies should adapt to
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HE$IHAHCOBE 3BITYBAHHA
Yy IIPOMUCIIOBOMY CEKTOPI

Heinancosa 3simuicmo cmana 8axciueum
acneKmom KOpHopamugHoi 36iMHOCHI, 0COOIUBO Y
NPOMUCTOBOMY — CEKMOpI, HAOAIOYU  PO3UUPEH)
iHopmayito npo coyianvhi, eKONOSIMHE U emuyHi
acnexkmu  OisteHocmi  nionpuemems.  Cnpusiiouu
npo3opocmi ma nio36IMHOCI, HeIHAHCOBA 36im-
uicmo (H®D3) mooice donomoemu nionpuemcmeam
NOM AKWIUMU He2AMUGHUL 6NIUE HA HABKONUUHE
cepedosulye i NOCUTUMU IXHI 302abHI 3)CUTLIA
w000 cmanozo po3eumxy. Memoro cmammi € o2na0
HOPMAMUBHO-NPABOBO2O Pe2YTIOBAHHS A MIHCHA-
POOHOI NPAKMUKU NIO2OMOBKU HepIHAHCOB0T 36im-
HOCMI NPOMUCTIOBUMU RIONPUEMCIMBAMY, BCIMAHO8-
JienHs ocoonusocmeti ESG-36imnocmi ma Haoauus
peKomeHOayiti w000 3MICIOBHO20 HANOGHEHHS
He@IHAHCOBUX 36iMi6 NPOMUCTIOBUX NIONPUEMCIE 6
Ypaini. 3acmocosano memoou meopemuunoco
V3AeQIbHeHH | epyny8anHs IHpopmayii, iHOYKyii,
aManizy, cuHmesy ma ao2iuHe y3azanbHerHs. Busna-
UeHO, WO VHIQIKAYil HOPMAMUBHO-NPABOBOSO
peaynrosarts y cgpepi HD3 € saxcnugoro npobre-
MOI0 0115 CY6 '€EKMi6 20CHOOAPIOBAHHS, BKTIOUAOYU
npomuciosi nionpuemcmesa. baeamo misxcnapoonux
opeauizayitl. po3poounu Habip GIACHUX pelaMeH-
mig y chepi HD3, ski 6idobpascaroms cycninbhy
V8az2y 00 8aXCIUBUX NPOONeM Ma PeanbHy npaKmu-
Ky IX po36’s3aHHS NIONPUEMCMEAMU Ul OpeaHi-
sayismu. Ha ocnosi midicnapoonoi npaxmuxu HO3
BUSIGTICHO GIOCYMHICIb YHIBEPCAILHUX NIOX00I6 00 it
cknaoanns. Ilionpuemcmea marome adanmyeamucst
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certain environmental conditions, take into account
the specifics of their activities, organizational
structure and strategic goals. The relevance and
benefits of implementing ESG principles are
determined. The article highlights the shortcomings
of information disclosure in the NFRs of Ukrainian
industrial enterprises. An important result of the
study is the provision of recommenddations on the
content of non-financial reports of industrial
enterprises in Ukraine. Taking into account the
experience of international companies will allow
them to improve their approach to business, improve
their NFR, and provide a comprehensive and
transparent view of their ESG performance.

Keywords. non-financial reporting, corporate
social responsibility, ESG reporting.

00 NeBHUX YMO8 306HIUIHbO20 Cepedosulyd, 36a-
Jlcamu Ha cneyuiky Cc60€i OLLIbHOCMI, OpeaHi-
3ayitiHy cmpyKkmypy ma cmpame2iuni yini. Busna-
YEHO AKMYAIbHICTb Ma Nepesazu 6NPOBAONCEHHS
npunyunie ESG. Budineno nedoniku poskpumms
inpopmayii ¢ H®D3 ykpaincekux npomuciosux
nionpuemcmeax. Bascnueum pezynomamom ooci-
OJCEeHHsI € peKOMeHOayii o000 3MICIOBHO2O
HANOBHEHHsT HeqIHAHCOBUX 36iMi6 NPOMUCIOBUX
nionpuevmcme 6 Ykpaii. BpaxyearnHs 00cgioy midic-
HApOOHUX NIONPUEMCIE 0ACHb 3M02)Y BOOCKOHA-
Joeamu nioxio 0o 6isnecy, nokpawyyeamu H®D3,
HAOAmMU KOMIJIEKCHe md Npo30pe YAGIeHHs. Npo
c6oi0 eghexmusricmsy 3 ESG.

Kniouogi crnoea: HediHaHCOBA 3BITHICTD,
KOpIIOpaTHBHA COIliAJIbHA  BiIMOBINANBHICTH,

ESG-3BITHICTB.

JEL Classification: M14, M49.

Introduction

In recent years, non-financial reporting has become an important
component of corporate reporting, especially in the industrial sector. It
provides interested parties with extended information about the social,
environmental and ethical aspects of the company’s activities. This infor-
mation can be used by stakeholders to assess the company’s commitment to
sustainable development goals, management approach and make informed
decisions regarding investment or various types of cooperation. The industrial
sector includes enterprises that produce goods that are used both for the
production of other goods (means of production) and for final consumption.
The main purpose of the enterprise of this sector is the production of goods,
resources and services that are indirectly beneficial to the end consumer. For
example, if all enterprises in an industrial group increase their efficiency, the
final product will automatically inherit it. As a result, people will tend to buy
such products. And, as a result, the gross domestic product will also grow
(Wall Street Mojo, n. d.). In the S&P 500 global sector equilibrium weight
index, the industrials sector is the second largest at 11 (14%) (S&P Dow Jones
Indices, 2022). In Ukraine, in 2022, industrial enterprises accounted for 35%
of the volume of sales and 29% of employed workers in the country (7able ).

Such a significant influence of industrial enterprises on the GDP and
employment of the country’s population has a reverse side. One of the
features of their activity is a significant, mostly negative impact on
the environment, the potential generation of a large amount of emissions and
waste, and the use of considerable amounts of energy. In order to reduce this
impact, many enterprises have recently been actively implementing
sustainability and carrying out measures to reduce emissions, use cleaner and
energy-saving technologies, waste management and other corporate social
responsibility initiatives.
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Table 1
Industry structure of the products volume sold and the number of employees
in Ukraine, 2022

Realized products Employees
Branch volume, number, Structure, %
thousand Structure, % thousands of
UAH people

Industry 1737 833 29 4 008 466 35
Wholesale and retail trade 1309 998 22 4 452 094 39
Transport activity 670 759 11 541 965 5
Health care 668 368 11 179 953 2
Agriculture 448 393 7 682412 6
Construction 235452 4 264 519 2
Activities in the field of 206 939 3 102 984 1
administrative services
Financial and insurance

N 171 803 3 483 026 4
activities
Profe.ssmnal,. sglentlﬁc and 171 214 3 296 463 3
technical activity
Others 467 348 8 473 974 4
In total 6 088 107 100 11485 855 100

Source: compiled by the author based on the data of the State Statistics Service of Ukraine
(2022a, 2022b).

The negative impact of industrial enterprises on the environment is a
serious problem that requires effective control and management. This situa-
tion determines the need for non-financial reporting and increases the interest
of interested parties in such information. The lack of uniform standards and
a clear methodology for non-financial reporting (NFR) leads to differences
in the interpretation and presentation of non-financial information by indust-
rial enterprises. Many enterprises do not fully understand the importance of
non-financial reporting or do not understand how to use this information to
make strategic decisions, increase their competitiveness and investment
attractiveness.

In recent years, the interest of researchers-scientists in NFR is
growing. In particular, Semenova and Shpyrko considered the peculiarities
and experience of European countries in the preparation of integrated
reporting (Semenova & Shpyrko, 2022; Semenova, 2023). In their work,
Oliynyk et al. (2020) analyzed the NFR practice of enterprises in the
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extractive industry of Ukraine. The scientist Botsyan (2014) studied the use
of standards for the NFR preparation and publication and the experience of
Ukrainian enterprises. Aluchna and Roszkowska-Menkes (2019) reviewed
the conceptual framework, regulation and practice of NFR s. However, the
authors do not pay enough attention to the study of the fact of the NFR
expansion, improving its quality and increasing the NFR comparability in the
context of the branch affiliation of the reporting entities.

In particular, there is a need to formalize the requirements for mea-
ningful filling of non-financial reports of industrial enterprises, taking into
account current regulations in the field of non-financial reporting and inter-
national experience.

The aim of the article is to review the regulatory and legal regulation
and international practice of preparing non-financial reports by industrial
enterprises, establish the features of ESG-reporting and provide recom-
mendations on the content of non-financial reports of industrial enterprises
in Ukraine.

The research is based on the hypothesis that the analysis of current
regulations and non-financial reports published by large international industrial
enterprises will make it possible to reveal the peculiarities of disclosure of ESG-
aspects of their activities and to provide recommendations for meaningful
content of non-financial reports of such enterprises in Ukraine.

The theoretical and methodological basis of the study is the scientific
works of Ukrainian and foreign scientists on the NFR practice, the materials
of analytical and research structures (the State Statistics Service of Ukraine,
the Center "CSR Development"), as well as the reporting of industrial
enterprises.

During the study, the following methods of theoretical generalization
and grouping of information were used to determine organizations and
standards in the field of financial reporting: the induction method was used
to establish patterns and trends in the practice of non-financial reporting
among industrial enterprises, analysis and synthesis — to identify successful
practices and problematic aspects of information disclosure and meaningful
content of the NFR, logical summarization of research results — for the
formulation of conclusions and specific proposals for improving the practice
of non-financial reporting in the industrial sector.

The main part of the article consists of four interrelated sections. In
the first of them, the basics of regulatory regulation in the field of non-
financial reporting are defined. In the second part, the international practice
of non-financial reporting is analyzed. In the third part, the features of ESG
reporting of industrial enterprises are characterized. In the latter, recom-
mendations were formulated regarding the meaningful content of non-finan-
cial reports of industrial enterprises.
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1. Legal regulation in the field of non-financial reporting

The regulatory framework in the field of non-financial reporting began
to form in the 1950s and currently includes various regulatory documents that
establish requirements for disclosure of information about social, environ-
mental and management practices of enterprises (Korol, 2011, 2013; Korol
et al., 2022). International and regional organizations that develop relevant
regulatory documents play an important role in defining methodological
principles and principles of reporting; contribute to improving transparency
and responsible business practices. The most common are the regulations
prepared by a number of international organizations (7able 2).

Table 2
International organizations are developers of NFR standards and frameworks

Organization Main goal Standards

Providing organizations with standards for

Global Reporting Initiative, reporting on economic, social and GRI Standards

GRI environmental aspects of activity
Ensuring quality and safety standards for
International Organization for | products and services on an international ISO 26000
Standardization, ISO scale

Development of standards for effective IFRS S1

International Sustainability disclosure of information about sustainable

Standards Board, ISSB . IFRS S2
development by enterprises
Climate Disclosure Standards I‘)evelopmeny of stan(_iards for .effectlve CDSB
disclosure of information on climate and
Board, CDSB Framework

environmental aspects

Collection and publication of information
on greenhouse gas emissions and climate CDP Rating
mitigation strategies

Carbon Disclosure Project,
CDP

Task Force on Climate-Related | Facilitating the disclosure of financial risks

Financial Disclosures, TCFD | and opportunities related to climate change 77 industry-based

Development of principles for integrated International
International Integrated P princip nteg Integrated
. X reporting that combines financial and non- .
Reporting Council, IIRC L . Reporting
financial information
Framework

Development of standards for sustainability

reporting taking into account specific SASB Standards

Sustainability Accounting

Standards Board, SASB . - Board
aspects of industries
AccountAbility Development.of tools and standards to
(AA) ensure sustainable management and AA1000

reporting

Source: Compiled by authors based on GRI (n. d.); ISO (n. d.); IFRS S1 (2023); IFRS S2 (2023);
CDSB (n. d.); CDP (n. d.); TCFD (n. d.); IIRC (2021); SASB (n. d.); Accountability (n. d.).

These organizations and standards play an important role in estab-
lishing reporting guidelines and principles, helping to improve transparency
and responsible business practices. They establish methodological principles
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that help organizations determine what information is required for inclusion
in the NFR, how to collect and analyze it, and how to properly present it in
the report. The mentioned regulatory documents are mostly of a recom-
mendatory nature and are used on a voluntary basis (Korol, 2013).

At the same time, there are standards in the NFR field, which are
mandatory for a certain category of enterprises. An example of such a regulatory
document is the European Reporting Directive (Corporate Sustainability
Reporting Directive — CSRD) (European Commission, n.d.). Its scope extends
to the majority of European and non-European enterprises that are registered
and operate on regulated EU markets. Businesses will report under this directive
for the first time from 2024 (PwC, n.d.). Information disclosure requirements
are established by the European Sustainability Reporting Standards (ESRS).
These standards cover a range of areas related to the environment, social sphere
and corporate governance — all ESG aspects, including climate change,
biodiversity, human rights and more. The main purpose of ESRS is to provide
simple and understandable information about sustainable development. In the
long term, it is expected that the implementation of the ESRS and the
implementation of the CSRD will contribute to the realization of the EU’s goal
of achieving climate neutrality by 2050 and the objectives of the European
Green Deal, such as ensuring a "globally competitive and sustainable industry,
renovated energy-efficient buildings and cleaner energy and advanced clean
technology innovation’ (PwC, n. d.).

Mainly international and regional regulatory documents, including EU
and US regulations, are aimed at disclosing information on achieving the
goals of sustainable development, ensuring greater transparency and
standardizing NFR practice. It is expected that 2024 will be the year when
more enterprises will begin to take seriously the preparation of reports on
ESG aspects of their activities (Semenova & Shpyrko, 2022).

The unification of regulatory and legal regulation in the NFR sphere is an
important problem for business entities, including industrial enterprises. One of
the main problems of unification is the great diversity and specificity of the
activities of enterprises in various industries. Even within the same industry, there
can be significant differences in accounting policies, measurement methods and
other aspects of reporting due to different business strategies, approaches to
management and organization of production, market conditions and other factors.
In practice, industrial enterprises can choose one or another standard, instruction,
conceptual basis for the NFR preparation; develop internal standards taking into
account the requirements of national legislation, their specific needs or requests
of interested parties (primarily providers of financial capital). A combination of
different indicators and approaches is useful for enterprises, as it best reflects the
social, environmental and management aspects of their activities. For example,
companies can use GRI to disclose a wide range of social and environmental
indicators, and SASB to identify key financial indicators that affect their
performance in a particular industry.

The preparation of the NFR taking into account the requirements
and recommendations of the specified regulatory documents contributes to:
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satisfying the information needs of users (such as investors, consumers,
government bodies and other interested parties); improving communication
between all market participants; business transparency; understanding and
assessment of the social, environmental and economic impact of enterprises.

2. International practice of non-financial reporting

In order to analyze the NFR international practice, six large industrial
enterprises that are leaders in the world market, have significant export
volumes, a high reputation and occupy dominant positions in their field have
been selected. The analysis of the corporate reporting of the selected group
of enterprises, as well as information about them from open sources and their
official websites, made it possible to draw certain conclusions regarding the
practice of non-financial reporting by international industrial enterprises
(Table 3). It is worth noting that each of the companies has separate sections
on their websites (especially for investors) where you can find details about
their corporate governance, sustainable development strategy and other key
aspects of their activities.

Table 3

submission structure of non-financial reports of TOP international industrial
enterprises in 2022

Company Report name Country | Volume, pages

2022 Annual Report on Form 10-K 245

2022 Social Impact Report 15
UPS 2022 GRI USA 61

2022 DEI Impact Report 10

2022 Sustainability Highlights 6

Annual report 2022 26
Siemens AG 2022 Siemens Institutional and ESG Report Germany 55

Annual report 2022 sie. ACCELERATE Digital 260

Transformation

2022 Annual Report 143
RTX

2022 Environmental, Social and Governance Summary | China 17
CATL 2022 ESG report 78

2022 ANNUAL REPORT 144

2022/2023 Environmental, Social and Governance 120
Honeywell

Report

2022 CDP usA 119

i 2022 SUSTAINABILITY REPORT 89

Boeing

2022 Annual Report 168

Source: compiled by the author based on the websites and reports of UPS (n. d.),
Siemens AG (n. d.), RTX (n. d.), CATL (2022), Honeywell (n. d. a), Honeywell (n. d. b),
Boeing (n. d.).
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As shown by the given data, enterprises approached the choice of the
form of the National Insurance Fund in different ways. In particular, four
enterprises prepared annual reports that included both financial and non-
financial information. The most common form of NFR is the ESG report
(Figure 1).

CDP report 1
Annual report DEI 1
GRI report 1
Social impact report 1
Report on sustainable development 2
ESG report 4
Annual report 5

Figure 1. NFR forms, which are made by industrial enterprises.

Source: created by the author based on the materials of the official websites of the enterp-
rises: UPS (n. d.); Siemens AG (n. d.); RTX (n. d.); CATL (n. d.); Honeywell (n. d. a),
Honeywell (n. d. b), Boeing (n. d.).

In general, annual corporate reports represent a comprehensive review
of the financial and other activities of enterprises during the year.
Summarizing the practice of disclosing information and filling in the NFR, it
is possible to highlight the following main components:

« notice to shareholders — an overview of important events and achieve-
ments in the reporting year, an address from the general director or
president of the enterprise;

e overview of the enterprise — a brief description of the enterprise’s
business and strategy;

o financial reports — balance sheet, profit and loss statement, other
reports;

« audit report;

« management review — detailed analysis of the financial situation,
results of operations and management strategies;

« information on social and environmental initiatives of the enterprise,
report on corporate responsibility;

« corporate governance — information on the structure and functioning
of the management and supervisory board;

o risk management — analysis of the main risks that may affect the
enterprise’s business;

o other sections containing specific information about the relevant
industrial sector, acknowledgments, awards, statistical data and other
sections of the company’s own choice.

As mentioned, annual corporate reports are primarily aimed at inves-
tors, shareholders, financial analysts and other parties interested in the finan-
cial aspect of the company’s activities. This mostly determined their structure
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and information content. They mainly focus on financial information and its
analysis. ESG reports focus on disclosing non-financial information. At the
same time, the studied international enterprises of the industrial sector follow
various regulations when preparing non-financial reports. Individuals publish
several reports according to different requirements; others disclose informa-
tion about different environmental and social initiatives in one non-financial
report. This is due to several reasons:

« different standards and initiatives. As already mentioned, there are
many different standards and initiatives of the NFR (see Table 2).
Enterprises choose those that best match their strategy and stakeholder
needs;

* requirements of different countries (jurisdictions). Enterprises can
take into account various regulations when preparing their NFR,
taking into account their recognition in the country, in particular in
national regulatory documents;

* evolution of non-financial reporting standards. The NFR field is
dynamic, and the relevant international and regional organizations are
constantly improving their regulations. Businesses are forced to adapt
their own approaches to meet new or updated standards;

* cooperation of international organizations in the field of corporate
reporting. Cooperation between different international organizations
can lead to the emergence of new initiatives and standards that will
have important advantages for enterprises seeking to adhere to the best
practices in the NFR field. An example is the joining in 2022-2023 of
a number of organizations — TCFD (n. d.), CDSB (n. d.), SASB (IFRS
Foundation, n.d.) to the IFRS Foundation for the development of a
single system of international standards for sustainable development;

* high costs for preparing corporate reports. The development and
preparation of the NFR is a resource- and time-consuming procedure,
especially for enterprises with complex business or operations in many
countries. The costs of collection, analysis and reporting may vary
depending on the size and complexity of the enterprise.

Therefore, the modern practice of corporate reporting is not limited to
one universal approach. Enterprises must adapt to certain conditions of the
external environment and make decisions regarding the choice of approaches
to the NPF, taking into account the specifics of their activities, organizational
structure, priorities of key stakeholders and their own strategic goals.

3. Features of ESG reporting of industrial enterprises

As more and more businesses recognize the benefits of incorporating
ESG principles into their operations, ESG reporting has become increasingly
popular in recent years (Wall Street Mojo, n. d.). Thus, 4 out of 6 investigated
enterprises, namely CATL, RTX, Honeywell and Siemens, prepared and
published ESG reports.
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In addition to characterizing the specifics of its environmental, social
and governance practices, in 2021 RTX formalized an ESG strategy that sets
out aspirations and alignment with its areas of impact and business strategy.
She has demonstrated support for staff development and a focus on addres-
sing the global challenges of climate change. In the following year, the
company continued to develop and integrate this strategy. A drive for inno-
vation and collaboration, defined by the desire for a more secure and con-
nected world, is at the heart of its ESG strategy (RTX, n. d.).

CATL, in turn, published its ESG report for the second time in 2022 with
the aim of providing stakeholders with detailed information on its corporate
philosophy, management approaches, actions and achievements in the field of
sustainable development. The report is prepared in accordance with the requi-
rements of GRI and SDGs. In particular, in the appendices to the report, the
company indicated which disclosures were made in accordance with these
requirements (CATL, n. d.).

Honeywell’s report focuses on innovation to address ESG issues. The
company constantly evaluates the development of the ESG strategy, inclu-
ding the perspectives and expectations of both internal and external stake-
holders. In addition, Honeywell’s ESG report additionally discloses
information according to SASB and TCFD standards. Going forward, the
company aims to continue to disclose additional information, given the mate-
riality, availability and reliability of the data, as well as sensitivity to compe-
tition (Honeywell, n. d. a).

Siemens refers to the three "pillars" of ESG and aims to contribute to
building a better future through an approach that keeps society within the
planet, by building a culture of trust, empowerment and growth for everyone.
This, as stated, should ensure the corporation’s ability to remain strong and
relevant in the future (Siemens AG, n. d.).

ESG reports of enterprises contain sections devoted to such issues as:

* ecology: measures to protect the environment; actions aimed at
stimulating decarbonization throughout the value chain and achieving the
highest standards of environmental protection, circular economy and
responsible product design;

* social responsibility: using a holistic strategy that focuses on people
and their needs, individual interests and skills; striving to create diverse and
inclusive teams. In particular, information is given on providing assistance to
the company’s employees in preparation for the era of digital technologies,
their professional training. Social responsibility ensures the realization of the
most urgent needs of the communities in which enterprises operate;

» management: combating and preventing corruption and violations of
laws and rules of business conduct within the enterprise and in supply chains.
To this end, as stated in the report, they strictly and irrevocably adhere to the
criteria of respect for human rights and have undertaken to work honestly and
responsibly.
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For example, the management personnel of the Siemens enterprise
state that presenting an ESG report is a healthy practice for companies that
value transparency (Siemens AG, n. d.). For them, the concept of good
business is inseparable from ESG concepts. They have followed it for several
years to inform stakeholders about the effectiveness of their commercial
activities, to demonstrate their positive impact on society and Siemens’
environmental, social and managerial performance.

One of the key advantages of ESG reporting for enterprises is the
potential financial benefit (Makarenko, 2023). By implementing sustainable
practices, businesses are able to mitigate the risks associated with environ-
mental and social issues, and by disclosing this information to stakeholders,
they are better placed to attract socially responsible investors. At the same
time, industrial enterprises that prioritize energy efficiency and waste reduc-
tion can reduce their operating costs, improve their financial results and, in
addition, increase their reputation and brand value (Office of Sustainable
Solutions, 2023).

Therefore, the ESG report is not only an important tool for effective
disclosure of information about environmentally and socially responsible
practices and corporate governance, but also an analytical tool for supporting
management decisions, forming and implementing business strategy.

4. Non-financial report problems of industrial enterprises in
Ukraine

Analysis of the NFR of leading international industrial enterprises
shows considerable diversity in the format, content and volume of their
corporate reporting. Such flexibility enables enterprises to take into account
the specifics of their activities, to meet the requirements and
recommendations of various standards and the expectations of key
stakeholders.

Based on a review of the NFR of industrial enterprises in Ukraine,
which are among the TOP-100 largest companies by revenue in 2022, we see
that the most widespread is the management report. In 2019, in the process
of bringing Ukrainian legislation into line with European standards, for the
first time large companies of Ukraine had to prepare a management report
for the previous year 2018, which is precisely what is connected with the
active submission of the NFR in 2018-2020. However, non-financial reports
for the current and previous reporting periods are not presented on the
companies’ websites. Outdated and incomplete information in the NFR
indicates a lack of openness and transparency in their activities. Given global
trends, this practice negatively affects the trust of stakeholders and investors
and can limit the ability of enterprises to attract investment and develop
business.
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Table 3
Analysis of non-financial reports of the TOP-6 largest industrial enterprises
of Ukraine
"N;fstc? az "IJ/S\}CSK PJSC PJSC PJSC "Arcelor- PJSC
Indicator & " "NEC |"Zaporizh-| Mittal Kryvyi "Kamet-
of Energo- vy energo|  stal” Rih" stal"
Ukraine" atom" &
Income in 2022, UAH |40 o 1342 823 47 4338 379
billion
. . 2014- 2019- 2019- 2018- 2019-
The reporting period 2021 2020 2020 2022 2020-2022 2020
Annual Non- Manage | Manage Annual Manage
Name of the report financial ment ment information of the ment
. . report .
(reporting period) (2021 report report report issuer of report
(2020) (2022) (2022) securities (2022) (2022)
ESG + - - - - -
Organizational

structure and
description of the
company’s activities

Results of activity

Liquidity and liabilities

Environmental aspects

Social aspects and
personnel policy

Risks / risk
management

Research and
innovation

Financial investments

Development prospects

Corporative
management

Measures of corporate
social responsibility

Interaction with
interested parties

Source: created by the author based on materials from the websites of Naftogaz Ukrainy OJSC
(n. d.), SE "NAEK Energoatom" (2020), PJISC NEC "Ukrenergo" (2022), PJSC "Zaporizhstal"
(2022) , PJSC "Arcelor-Mittal Kryvyi Rih" (2022), PJISC "Kamet-steel" (2022).

From the analysis of non-financial reports of industrial companies in
Ukraine, we can identify the main problems and shortcomings of comple-
teness/lack of information disclosure. In particular, enterprises:

* focus only on compliance with legislation on emissions and waste
management, but do not consider the wider environmental aspects
of the activity, such as the impact on biodiversity or the rational use
of resources;

* do not provide in-depth analysis and disclosure of data related to ESG

indicators;

sare limited only to the fulfillment of minimum requirements for
occupational safety, without considering a wide range of social
relations with employees and the local community;
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* do not provide sufficient information about their suppliers and socially
responsible management practices throughout the supply chain;

* miss opportunities to improve their processes and reduce the impact
on the environment due to insufficient attention to innovation and the
latest technologies;

* do not disclose enough information about their management, internal
standards and regulations, which may raise doubts among stakehol-
ders about their ethics;

* are not active enough in interaction with the public and are not invol-
ved in initiatives and programs in the field of social development and
charity.

The absence of a part of the indicators in the NFR indicates insuffici-
ent attention of companies to important aspects of their activities, which can
have a significant impact on their sustainability, long-term success and their
perception by the community. These issues can limit the success and sus-
tainability of a business, as well as undermine the trust of stakeholders and
consumers.

5. Recommendations for meaningful content of non-financial
reports of industrial enterprises in Ukraine

On the basis of the analysis of the existing practice in Ukraine and the
identified trends in the NFR field of industrial enterprises in the world, it is
possible to formulate a number of recommendations regarding the disclosure
of information by industrial companies in Ukraine.

* Given that industrial enterprises have a significant impact on the
environment through production processes and emissions, corporate
reports should emphasize environmental indicators such as emission
levels, waste management and energy conservation initiatives.

* Taking into account the higher risks of injuries at work, the negative
consequences for the health of workers and the impact on the sustain-
nable development of the region of the operational activity of indus-
trial enterprises, in their context of social responsibility, corporate
reports should disclose the issues of occupational safety, relations with
employees, participation in social programs for local communities,
development of local infrastructure.

» Taking into account the possibility of influence on counterparties and
the spread of socially responsible practices, corporate reports
of industrial enterprises should disclose in sufficient detail informa-
tion on the formation of sustainable supply chains, in particular
compliance with the relevant principles of socially responsible and
ethical business.

* Having high potential and the need for constant organizational and
technical improvement of all business processes, industrial enterprises
should serve as an example and incentive for socially responsible
development of business partners and, accordingly, provide infor-
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mation about implemented innovative solutions, research and deve-

lopment in the field of new technologies, which gives they will be able

to work more efficiently, improve their production processes, reduce
the negative impact on the environment and society.

* Taking into account the decisive influence on the economic, environ-
mental and social efficiency of business, in corporate reports, large
enterprises should provide a proper description of the business philo-
sophy, corporate culture and practice of corporate management and
business ethics, in particular regarding the transparency of decision-
making, compliance with internal rules and standards, and as well as
risk management.

* Considering the fact that large industrial enterprises are influential
corporate citizens, their corporate reports should disclose issues of
cooperation with the public, initiatives in the field of social develop-
ment and philanthropy.

Therefore, the corporate report of an industrial enterprise must be devoted
to ESG aspects of its activity and testify to the level of awareness of its
responsibility for its impact on the environment and society in the specified areas.
A high degree of openness and clarity of presentation of the specified information
in the NFR can improve relations with interested parties and contribute to the
sustainable development of an industrial enterprise.

It should be expected that in the future, focusing on the best
international experience and using the available resources, Ukrainian indus-
trial enterprises will improve their approach to business, improve the NFR,
and provide comprehensive and transparent information about their effec-
tiveness in ESG issues. This will enable them to increase the trust of stake-
holders, their own competitiveness, investment attractiveness, and contribute
to a more sustainable future.

Conclusions

The conducted research confirmed the proposed hypothesis and made
it possible to identify the peculiarities of the disclosure of ESG aspects of
activities by international industrial enterprises and to formulate recommend-
dations for meaningful content of non-financial reports of such enterprises in
Ukraine.

The NFR standards and principles are constantly evolving; they define
the foundations of transparent and responsible practice and are aimed at
supporting sustainable development, reducing the negative impact of enter-
prises on the environment, employees and the local community, and
responsible formation of supply chains. A number of international organi-
zations have developed their own regulations in the NFR field which reflect
public attention to urgent global problems and the contribution of enterprises
and organizations to their solution. International organizations jointly work
on harmonizing requirements and developing uniform standards of NFR, in
particular regarding the disclosure of ESG aspects of economic activity.
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Large industrial enterprises, which are leaders in the world market,
actively use various NFR formats and try to more fully disclose information
about their social, environmental and management practices. Based on the
analysis of these reports, it has been proven that the ESG report is not only
an important tool for effective information disclosure, but also an analytical
tool for supporting responsible management decisions, forming and imple-
menting business strategy. From the analysis of the NFR of the largest
industrial enterprises in Ukraine, problems and shortcomings in their
disclosure were highlighted, in particular, limited attention to environmental
aspects, to social responsibility, insufficient information about the supply
chain, lack of emphasis on innovation and new technologies, insufficient
transparency of management and ethics, and insufficient interaction with the
public and initiatives in the field of social development.

The study of world experience made it possible to formulate recom-
mendations on the meaningful filling of the NFR by Ukrainian industrial
enterprises. First of all, it is important to focus on the environmental aspects of the
enterprises’ activities and, in particular, on emission reduction measures, energy
saving initiatives and their efficiency. In order to confirm their social respon-
sibility in their corporate reports, companies should also highlight the issues of
labor safety, relations with employees, participation in social programs and
infrastructure projects, as well as contributions to the development of the local
community. Finally, initiatives to build sustainable supply chains and cooperation
with counterparties should be considered in the context of compliance with the
principles of social responsibility. The disclosure of these and other NFR essential
issues will make it possible to show in action the business philosophy, corporate
culture and management practices, and the company’s effectiveness in solving
ESG issues. A high degree of openness, full and clear presentation of information
in the NFR will contribute to increasing the trust of interested parties and the
competitiveness of the enterprise.

Large industrial enterprises should be an example of accountability
and social responsibility of business, offering innovative solutions and using
new technologies to reduce the negative and increase the positive impact on
both the environment and society.

Promising areas of research are the formulation of the concept of cor-
porate reporting in the industrial sector, taking into account the latest social,
environmental and management practices and the contribution of enterprises
to the achievement of sustainable development.
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