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Abstract: The importance of environmental information at
international level has contributed to the evolution of
environmental reporting of economic entities, both in the annual
financial statements and in special reports dedicated exclusively
to environment and sustainable development. Thus, a new
concept - environmental audit - emerges as an instrument for the
certification and control of environmental information in
accordance with legal regulations. Environmental auditing has
been developed to reduce the environmental costs and
recognized sanctions for industrial accidents with environmental
and human impacts. The main purpose of this research is to
present how the environmental audit contributes to the
evaluation and the control of the environmental information,
which are published by the enterprise whose activity have an
significant impact about the environment. Environmental
auditing is a voluntary activity, standardized by independent,
non-regulatory professional bodies. The research undertaken is
patt of constructive, positivist research, using descriptive analysis
as the main method of research. The source of the information
used in this article is the study of scientific papers in the field of
environmental auditing, scientific papers in the field of
environmental and accounting researches regarding the
environment of the normative acts, as well as other reports and
communications on environmental information and the
international standards applicable on environment field.

Keywords:  environmental — anditing;  environmental — acconnting;
environmental remediation costs; environmental management Systens.

How to cite: Stanescu, S.G., Ionescu, C.A., & Coman, M.D.
(2020). Environmental Audit Contribution to the Evaluation
and Control of Environmental Information. In I. Panagoret &
G. Gorghiu (vol. ed.), Lumen Proceedings: 1ol 10. International
Conference Globalization, Innovation and Development. Trends and
Prospects (G.I.D.T.P.) (pp. 200-213). Iasi, Romania: LUMEN
Publishing House.
https://doi.org/10.18662/lumproc/gidtp2018/23

© The Authors, LUMEN Conference Center & LUMEN Proceedings.

Selection and peer-review under responsibility of the Organizing Committee of the International Conference Globalization, Innovation and
Development. Trends and Prospects (G.1.D.T.P.), May 16-17, 2018, Alexandria, Romania

@ This is an Open Access article distributed under the terms of the Creative Commons Attribution-

Noncommercial 4.0 Unported License, permitting all non-commercial use, distribution, and reproduction in any

medium, provided the original work is properly cited


https://doi.org/10.18662/lumproc/gidtp2018/23
mailto:geaninastanescu@yahoo.com
mailto:ionescuaurelian89@gmail.com
mailto:cmndenisa@yahoo.com
https://doi.org/10.18662/lumproc/gidtp2018/23

Lumen Proceedings 10 | International Conference GIDTP 2018

1. Introduction

The environmental audit concept first appeared in the United
States for the purpose of assessing the environmental performance of the
oil and chemical industries [1]. Environmental auditing has the role of
reducing the costs of remedies and sanctions recognized in the case of
industrial accidents with environmental and human impacts, as well as the
desire to manage the environmental impact and performance [2]. To
minimize environmental impact in developed countries introduced a
specific regulation and standardized and well documented to monitor all
relevant issues causing pollution [15]. With regard to the natural
environment, environmental audit is developed as an instrument by which
organizations respect the norms from the point of view of their own
assessment and information, as well as the creation of competitive
advantage in the context of the current global crisis environment.
Changing the attitudes of entrepreneurs to the environment has recently
been based on various factors such as [9,15]: the development of
international and national policies, the consolidation and development of
the awareness environment, the introduction of eco-labels, the creation of
the image of the environment, environmental costs, reducing resource
consumption, increasing the level of education and training environmental
specialists. In a study realised by KPMG regarding the publication of
environmental information, it was demonstrated that most businesses audit
their environmental reports independent of the financial reports and that
their number is steadily rising, from 18% in 1999 to 2005 when the study
has been reached has reached 30% enterprises that audit environmental
reports [1].

The purpose of this research is to present how the environmental
audit contributes to the assessment and control of environmental
information published by the enterprise in relation to the environmental
impact of economic activity. We will analyze the field of environmental
auditing as a concept and typology, the involvement of financial auditing
and the accounting profession in auditing environmental information as
well as environmental management systems as possible variants to improve
the environmental performance of enterprises [4].
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2. General considerations on environmental audit

The environmental audit is a management tool that involves
systemic, documentary, periodic and objective assessment of
environmental performance designed to facilitate the control of
environmental issues [17]. The Confederation of the British Industry
defines environmental auditing as a systematic examination of the
interactions between any economic and environmental operations. These
include emissions to air, soil, water, and impacts on neighboring areas,
public perception on enterprise activity by the local community [1]. The
environmental audit does not analyze all legislative provisions, but does a
strategic approach to the business [18]. In an expanded context,
environmental audit is defined by Philippe Peuch-Lestrade as a
management tool that allows comprehensive, documented, periodic and
objective assessment of how an enterprise's management integrates the
environment, facilitating the organization and control of environmental
practices [1]. We consider the environmental audit as a managerial tool,
which evaluates the environmental aspects in order to obtain certification
of the information provided.

Over time, depending on the purpose and objective of the audit,
several types of environmental auditing [14] have been developed that have
been taken over by academia and recognized professional bodies. A
classification of the environmental audit, which we consider relevant, is
grouped into three main categories [16]: audits to obtain assurance that the
company's activity is within the legal environmental regulations; audits that
address the environmental management system [7]; pollution prevention
audits.

The first large group includes the types of audit that are performed
to ensure that the company's business is in line with current and future
environmental  regulations, thus avoiding possible liabilities,
responsabilities, environmental debts [10]: Audit of compliance is the most
usual form of audit that consists of a process of verifying compliance
between the policies promoted by the company with environmental
legislation (emission limits, operating permits, waste disposal, etc.); Audit
for risk assessment is a specialized field for experts in the assurance, the audit
objective focuses on the potential occurrence of events generating
environmental damage and the assessment of their consequences; the risk
assessment identifies the technological flow points in which environmental
accidents can occur (starting with raw materials supply, productive
processes, storage and distribution; Pre-acquisition andit is the environmental
audit carried out prior to the purchase of land, building; may in some cases
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involve sampling and tests designed to quantify the size of possible
previous environmental damage as well as future remediation costs; the
results of this type of audit can alter the value of the investment and also
help to clearly part responsibilities; Audit for labor protection and assurance.

The second audit group addresses the environmental management
system. The audit of environmental management consists of analyzing the
environmental performance of the enterprise, for checking the
management of the external environment (ISO 14001 or EMAS) and
internal (in the case of multinational groups): The enterprise andit (initiated by
the company's managers in order to verify the organizational structure, the
roles and responsibilities, how to enforce environmental policy, reports on
communication of information within different subsidiaries); Systens andit
(is specific to verifying an environmental management system in
accordance with one of the ISO 14001 or EMAS standards); Awdit of
environmental policy (requires control of the existence of environmental
policy, specific and comprehensive for all significant environmental aspects
of the enterprise and the manner in which it is communicated to and
appropriated by all employees).

From the third category, that of the pollution prevention audit, we
mention: Site and activity audit (an exhaustive environmental audit but
limited to a single activity or plant that combines many of the elements of
the other types of audit); The waste audit (divided into two sides, the first
identifies and quantifies the sources of waste generation and is the starting
point for their minimization programs at source, the second part analyzes
waste management (practices, procedures) incorporating issues related to
contractual agreements with other companies, authorities, etc. for their
collection and storage); Product auditing (takes into account the impact of
environmental products across the different phases: design, manufacturing,
use, storage, packaging, etc.). The full environmental impact assessment
involves analyzing the product life cycle, the stage needed to achieve an
eco-markings or "green" registration); Awudit of cross - sectoral activities (It
addresses those activities that cross several sectors of interest to the
enterprise).

Another classification of the environmental audit is that based on
the objective of the audit, as follows: external environmental andit (providing
stakeholders with certainty as to the accuracy of the information contained
in the environmental reports and having as objective the assessment of
environmental conditions at the local or regional level), respectively zbe
internal environmental andit (to inform the management on the compliance of
the operations with the regulations and the environmental legislation).
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The internal environmental audit focuses mainly on two directions
[2]: Assessing the impact of enterprise’s led policy through a systematic
study of environmental activities, objectives, services, practices; Audit of
the management system through a review of the procedures and structures
by which the environmental policy is conducted by the enterprise. These
types of audit presented illustrate the wide variety of issues that come
under the heading of environmental audits, also demonstrating that many
elements can be communicated in different types of audit. It is essential,
however, that both the audit objectives and the boundaries in which the
audit is conducted should be established from the stage of the audit plan.
In the long run, the ultimate goal of environmental auditing is to
enable the management system to be assessed and improved, and also to
identify and address environmental issues, identify the risks or dangers that
may arise. The way companies implement these alternatives to the
organization of the environmental audit depends on each individual
enterprise, so [11]:
®  Undertakings whose economic activity has a low environmental impact
or small businesses will monitor and control environmental information
as part of the internal control system;
*  Enterprises with high environmental risk can design and implement a
separate internal control subsystem in accordance with ISO 14000,
EMAS;
= Other businesses use all controls in an integrated system, including
policies and procedures related to accounting, environmental, and other
aspects such as health, quality and safety.

Performing the environmental audit presents the following a
number of advantages, the most important ones that we consider are
highlighted in Fig. 1.
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Figure. 1. Main advantages of environmental audit

Other benefits of using environmental auditing by businesses [16],
including: replacing hazardous substances that affect the environment and,
implicitly, our environment with environmentally friendly materials; the
development [10] of new widely accepted products; enterprise training for
investors or for association opportunities; identifying the training needs
and staffing needs; protecting natural resources and ensuring a clean
environment for future generations; increasing employees' competitiveness
in relation to environmental issues; increases the credibility of the
enterprise with regard to efforts to ensure the quality of the environment
and improves the public image with advantages in terms of
competitiveness; provides a database for decision-making and allows for
better managerial practices.

Arguments against environmental auditing arise when non-
compliances or even flagrant violations of environmental regulations are
identified [5]. Implementing and conducting environmental audits requires
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relatively high costs related to the preparation of this process, which is one
of the main drawbacks of environmental audit.

3. Involvement of financial audit in the certification of
environmental information

As defined by the American Accounting Association, the
environmental audit is a systematic process regarding the certification of
economic actions, in order to evaluate the degree of compliance with these
statements with predetermined criteria, as well as to communicate the
results to interested parties [25]. Another definition that we consider to be
representative of the financial audit is that "the financial audit consists of
collecting audit evidence about an entity's financial statements and using
these evidence to assess their compliance with pre-established criteria"
[19]. Thus, we can observe that the audit is the activity specific to the
assessment and compliance of the information contained in the financial
statements against a set of criteria, and to issue an opinion according to the
identified accounting referential (ISA 200).

The International Audit Practice Committee has defined the
environmental information taken over by the financial audit as [12]: actions
to prevent, reduce or remedy environmental damage or to conserve
recyclable or non-recyclable resources; the consequences of non-
compliance with legal regulations regarding the environment; the negative
impact on natural resources; consequences of indirect obligations imposed
by law.

Because the content of environmental reports is not regulated, the
information published thereon is subject to certification, thus for auditing
environmental information under IASP 1010 [11]: the valuation of fixed
assets is analyzed, for example, in response to changes in environmental
legislation or other business strategies, appreciating their influence on
them. For this, asset valuation policies and procedures are dealt with in
situations where their depreciation has occurred due to environmental
factors; It compares estimates of site-bound obligations with estimates of
liabilities for other sites with similar environmental issues; cuttent costs
incurred for other similar sites; estimate the environmental costs reflected
in the sales prices; Checks and evaluates the documentation on the basis of
which the amounts of the environmental obligations, any provisions or any
debts have been settled and such documentation is discussed with those
responsible; It analyzes the relevance of presenting the effects of
environmental problems on the financial reports.
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Environmental information has a significant impact on the
enterprise's financial statements, so they have become important to an
increasing number of businesses, national and international organizations,
governments and other users of financial statements. As we can see,
environmental information can have implications for financial statements
and can influence the views of financial auditors. Incomplete disclosure of
environmental issues in the enterprise's financial statements may distort the
continuity of economic activity, may lead to depreciation of assets and a
reduction in their carrying amount, which leads to the presentation of a
qualified opinion by financial auditors. [26] Also, an environmental audit
requires skills in various fields, and a reasonable way to organize such an
audit can be teamwork, involving auditors, accountants, engineers, or other
environmental experts [13].

4. Environmental management systems

At a global and European level, more and more businesses are
concerned about achieving environmental performance by controlling the
environmental impact of their own activity and, at the same time,
developing their ability to demonstrate to others that performance, it is not
sufficient to carry out analyzes or to carry out the environmental audit in
order to be sure that their performances satisfy and meet the legal
requirements and their own environmental objectives, an integrated system
in environmental management is required.

Environmental management system contributes to the proper
allocation of environmental problems, ensures the adoption of specific
practices and procedures designed to ensure the smooth functioning of the
activities of these organizations [24]. The environmental management
system is characterized by a series of phases including environmental
auditing and international standards [2].

An environmental management system (EMS) is the component of
the organization's overall management system, consisting of the
organizational structure, planning, responsibilities, processes, practices,
procedures and resources that help build, create, implement, review and
maintain environmental policy of the organization. The implementation of
an EMS allows the companies not only to meet its expectations regarding
environmental performance but also to reduce its environmental costs and
respect the environmental regulations. The environmental management
system is thus an environmental impact management system that monitors
the company's environmental performance [13].
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objectives;

Regular organization of environmental audit to measure

environmental performance and environmental impact;

Elaboration of a declaration on environmental performance;

Obtaining independent certification of the environmental report

through external audit.

Source: adaptation after Caraiani C. (coord.) |”Green Accounting - Transdisciplinary
Strategies to Social and Environmental Accounting. Studies and research”. Bucharest:, Ase
Publishing, 2010

Figure. 2 The phases of development and implementation of environmental
management

The key to the success of such a system is the assumption of
responsibilities at all levels, especially at the top management level. The
main purpose of an EMS is to ensure environmental protection, to reduce
pollution and to ensure a balance between environmental, social and
economic issues. The application of such a system allows the organization
to establish and evaluate the effectiveness of environmental policies.
Regarding the relationship between environmental accounting and the
EMS, Fortes (2003) [8] pointed out that for a successful management
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system requires a method for managing environmental costs and
integrating and using these costs in the business decisions of the system.

As a conclusion of the presented, we can say that environmental
management is a component of the enterprise management system,
necessary for the calculation of environmental performance, for the
integration of environmental costs and for the efficient management of the
environment.

An EMS is certified by International Organization for
Standardization and by Environmental Management and Audit Scheme.
The environmental management system is subject to ISO 14000 standards
and can be applied to any enterprise of any size. Standards in the ISO
14000 family cover a five-tier action line: environmental management
systems, environmental audit [28], assessment of the protection of human
communities against adverse industrial activities, environmental
classification, life cycle assessment of products and services. The user
guide provided by ISO 14000 provides requirements for integrating
environmental management into the overall management structure of the
organization. In practice, this is based on the environmental policy adopted
by the organization. ISO 14000 are general standards for EMS and control
the environmental impact. These standards include the EMS models that
can be implemented by an organization. These provide the tools needed to
evaluate  environmental performance, preliminary analysis and
environmental assessment of the organization's sites.

ISO 14001 is the reference standard of the ISO 14000 series for
EMS and describes the main information that an environmental
management system must respect [3]. An environmental management
system according to ISO 14001 offers a systematic and consistent
framework for improving environmental performance, respecting
environmental legislation and preventing non-compliance [6]. Although
the main objective of implementing an EMS is to reduce the negative
impact of the organization's activities, products and services on the
environment [22]. Among the most important is the increase of profit by
optimizing the use of resources (raw materials, energy), by improving the
waste management and reducing the costs related to possible
environmental incidents.

Such an EMS can be applied to those activities and "environmental
issues" that the organization can control and influence. An EMS is
applicable to any organization that wants to: a) Implement, maintain and
improve an EMS; b) Respect the environmental policy; ¢) Demonstrate
this to stakeholders; d) Certification / registration of the EMS by an
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external body; e) to carry out a self-assessment and a declaration of
compliance with the International Standard ISO 14000.

The Ecological Management and Audit Scheme (EMAS) is one of
the main tools of the European Union by which companies and other
organizations evaluate report and improve the environmental impact of
their work [20]. The EMAS program was regulated by the Council of
Europe on 29 June 1993 (regulation 1836/1993) for industrial enterprises,
and in 2001 it should be extended to all areas including public and private
setvices (regulation 761/2001) [3] . EMAS is a European environmental
management tool designed to support organizations in the continuous
improvement of environmental performance by integrating the concept of
sustainable development [21].

Employer registration and certification within the EMAS
management scheme brings the following benefits [27]: provides a better
image and and increases the credibility of customers, partners, investors and
the local community; competitive advantage on the national and European
markets by improving environmental performance; giving new business
opportunities to markets where organic production processes are important;
from an economic point of view, it means: saving resources and lower costs,
thus reducing the financial burden caused by reactive management strategies,
such as remediation, payment of penalties for violating legislation.

The difference of these two standards [23] is that EMAS applies only
at European level, but the ISO standard applies internationally, no matter
the continent. Initially, EMAS was used to certify the activities of industrial
enterprises, but today it applies to any type of enterprise as in the case of
ISO standards. Another difference [23] is that companies applying EMAS
need to draw up an environmental statement after they have been audited by
an accredited person, while ISO 14001 does not provide this obligation, so
we can assume that the class of standards ISO is less restrictive than the
EMAS scheme.

In Romania, the application of standards in order to achieve a
high-performance environmental management is not an obligation, so
companies can apply these standards according to the environmental
problems they face. The Romanian Standardization Institute, made up of
environmental specialists, was tasked with adopting the ISO 14000 series
of international standards. In Romania, the EMAS scheme was regulated in
2004 when the Ministry of Agriculture, Forestry, Rivers and the
Environment has established the organization and coordination procedure
for the voluntary participation of organizations in these schemes.
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5. Conclusion

After the preparation of the environmental financial accounting or
other report form, which has as main purpose the presentation and
publication of the obtained environmental information, a final step could
be the auditing of these reports either by using the audit of the financial
statements or the audit external environment. We believe that
environmental auditing is the key tool for assessing how the enterprise is
managing environmental information in order to achieve a high level of
environmental performance. Environmental audit is also a basic pillar in
ensuring a true image of the impact of economic activity on the
environment. As presented in this study, environmental auditing brings
many benefits to economic entities, but it can also have disadvantages,
most often related to the high cost of doing it.

Another tool necessary for a more efficient assessment and
management of environmental information by the enterprise is the
environmental management system, a component of the enterprise's
overall management system. At national level, the most well-known
environmental management system standards are the international
standards ISO 14001 and EMAS (Environmental Management and
Auditing Scheme), standards that help to improve the image of the
enterprise, better credibility for investors and authorities.

As a final conclusion, the research undertaken in this study
promotes the importance of environmental auditing, the integration of the
accounting profession in its implementation, and the implementation of an
environmental management system by national enterprises for sustainable
management and accountability of economic activity.
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