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AN ENVIRONMENTAL AUDIT
OF FINANCIAL-ECONOMIC ACTIVITY OF THE ENTERPRISE

The article is devoted to the environmental audit as a form of financial control (supervision). For
Kazakhstan the very urgent task is the development of this form of financial supervision as an environ-
mental audit of ecological and economic activities of enterprises. It becomes an important tool to ensure
environmental security and sustainable development of enterprises.

The article substantiates the necessity of using environmental auditing in the financial-economic ac-
tivity of enterprises. Reveals foreign experience of application of the environmental auditing procedure
and the specificities of its development in Kazakhstan. Compares the financial and environmental audit,
showing goals, objectives and types of environmental audit in relation to the Kazakhstan enterprises. It
is noted that in many respects the problems of the implementation procedure of environmental audit in
the financial-economic activity of enterprises and organizations related to the lack of a full understand-
ing of the adverse ecological situation in Kazakhstan and the world, lack of experience with this type of
activity, imperfect regulatory framework.

The article also considers the question of environmental audits in financial economic activity of the
enterprise. Environmental auditing can be useful to establish additional measures for the study of risks
and security and the timely introduction of sustainable means of risk prevention

Key words: environmental auditing, environmental monitoring activities, compliance auditing, en-
vironmental protection.
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KacinopbIHHbIH, KAPXKbIAbIK, 5)KOHOMMUKAABIK, KbI3MeTiHe
3KOAOTUSIABIK, Ay AUT XKYPri3y

Makaaa Kap>kKbIAbIK, GakblAay TYPi PETIHAE SKOAOTMSIAbIK, QYyAMTKE apHaAbIn OTbIp. KasakcTaH yuiH
K&CIMOPbIHHbIH, 3KOAOTMSIABIK, LLIAPYALLbIAbIK, KbI3METIHIH, 3KOAOTUSAbIK, ayAUTI PeTiHAE Kap KbIAbIK,
GakblAay TYpPiH AaMbITy ©3eKTi MaceAe 60oAbin TabbiAaabl. OA 3KOAOIMSIABIK KayiMCi3AiKTi KeHe
KOCIMOPbIHHbIH, TYPaKThbl AAMYbIH KAMTaMacbl3 eTeTiH MaHbI3Abl KypaA BOAbIM OTbIp.

Makanasa ayAMTOPAbIK, KbIBMETTIH, MOHI KAp>KbIAbIK, €cen GepyAi, TOAeM ecenTey KyyKaTTamacblH
TOYeACi3 Tekcepy, TYPAi KbI3METTep MeH KeHec 6epy, OyXraATepAik ecern >KYpridy MeH KaArbiHa
KEATIpPY, YMbIMHbIH akTUBTEPI MEH MiHAETTEMEAEpiH Baranay, CaAblK, AEKAAPALMSICbIH TOATbIPY, KapXKbl
LIAPYALLbIABIK, KbI3METKE 3KOHOMMKAAbIK, TaAAQy >KYpridy OOMbIHIIA TyTbIHYLIbIAAPFA KbI3METTEp
YCbIHATbIH aYAMTOPABIK, (PMPMaAaPAbIH KOCIMKEPAIK KbI3MeTi TaAKbIAQHFaH.

Kap>XbIAbIK, 3KOHOMMKAAbIK, KbI3METIHE 3KOAOTMSIAbIK, ayAMTTi >KYPri3y ayAUT >KYPrisiAeTiH
KOCIMOPbIHHbIH, KbI3METIHIH KOpLWafaH OpTaHbl KOpFay >8He TabufFaT naiAaAaHy CaAaCbiHAAFbI
KP 3aHHamacbIHbIH TaAanTapblHa COMKECTIriHiH SAIA GaFacbiH aAy, SKOAOIMSABIK TOYEKEAAIKTEpPA]
aHbIKTay >K8HE SKOAOTMSIAbIK, KayirnCi3AiK AeHreniH apTTbipy 60MbIHLLA YCbIHbICTaMaAap 83ipAey GOAbIMN
TabblAQTbIHAbIFbI 38PTTEATEH.
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lNpoBeaeHne 3KOAOTMYECKOoro ayamTa
(pMHAHCOBO-3KOHOMMUYECKOH AESATEALHOCTHU NPEANPUATUS

CraTb$ NOCBSILLEHA SKOAOTMYECKOMY ayAUTY Kak hopme (PMHAHCOBOro KOHTPOAS. AAs KasaxcraHa
BECbMa aKTYaAbHOWM 3aAayelt OCTaeTCsl pa3BMUTME Takor (OpMbl (PMHAHCOBOrO KOHTPOAY, Kak
3KOAOTMYECKMI aYAUT 3KOAOTO-XO35MCTBEHHON AESTEABHOCTU NpeAnpusdTUii. OH CTAHOBMUTCS BaXkKHbIM
MHCTPYMEHTOM obecneveHmnsi 3KOAOrMUYeCcKor 6e30MacHOCTM M YCTOMUMBOTO Pa3BUTUS NPEATNPUSTUN.

B ctatbe 060CHOBbIBAETCSI HEOOXOAMMOCTb MCMIOAL30BAHMS 3KOAOTMUYECKOro ayAMTa B (DMHAHCOBO-
3KOHOMMYECKON AESTEAbHOCTU MPEANpUsiTUIA. PackpblBaloTCs  3apy6exkHbIi  OMbiT  NPUMEHEHUS
MPOLEAYPbl 3KOAOTMUYECKOro ayAuMTa U ocobeHHoCTM ero craHoBaeHus B PK. CpaBHuBaioTCs
(PMHAHCOBbIN 1 3KOAOTMYECKMIA ayAMT, MOKa3bIBAIOTCS LLeAM, 3aAQ4M M TUMbl 3KOAOTMYECKOro ayAmTa
NPUMEHUTEABHO K Ka3axCTaHCKUM npeAnpustiam. OTMEUaeTcsl, YTO BO MHOTOM MPOGAEMbI BHEADPEHMS
NpoLEAYPbl 3KOAOTMYECKOro ayAMTa B (PMHAHCOBO-3KOHOMMYECKON AESTEAbHOCTM MPEeAnpUsaTUIA 1
OpraHu13aumii CBsI3aHbl C OTCYTCTBMEM MOAHOT O MOHUMAHMS HEOAArONPUSITHON 3KOAOrMUYECKON CUTyaLLMm
B KaszaxcTtaHe n Mmpe, HeAOCTaTOUHbBIM OMbITOM AQHHOTO BUAQ AESTEABHOCTM, HECOBEPLLEHCTBOBAHMEM
HOPMaTMBHOM NMPaBOBOM 6a3bl.

B cTaTbe Tak)Ke paccMaTpmBaAETCS BOMPOC O MPOBEAEHMMN IKOAOTMYECKOro ayAnTa B PMHAHCOBOO
3KOHOMMYECKON AESTEAbHOCTU MPEANPUSATUS. IKOAOTMUYECKMIA AyAMUT MOXET ObiThb MOAE3EH AAS
YCTAHOBAEHMWS AOMOAHUTEABHbBIX MEp MO U3YUYeHUI0 PUCKOB M obecreyeHnio 6e30nacHOCTH, a TakxKe

AN CBOEBPEMEHHOIO BHEAPEHNA 060CHOBaAHHbIX CPeACTB NpeAynpeXAeHNda pucka.
KAroueBble CAOBa: 3KOAOrMYEeCKMi AYAUT, KOHTPOAb npwpvooxpaHHoﬁl AEATEAbHOCTU, ayAUT

COOTBETCTBMSA, OXPaHa Opr)KalOLLI,eVI CpeAbl.

Introduction

Business activity of any entity that has an impact
on the environment as well as conducting environ-
mental protection activities shall be subject to an au-
dit (Hammond, 1995:1).

Monitoring and inspection of the environmental
safety by enterprises, and their economic responsi-
bility for ecology damage are important. However,
today even among the specialists there is no unifor-
mity in the terminology of these processes (Cook,
2016: 2).

Environmental audit also improves the financial
services of the enterprises as an independent audit
aimed at identifying and evaluating environmental
risks and auditing activities of the audited entities
and improving the environmental safety of their ac-
tivities (Environmental Code of the Republic of Ka-
zakhstan 2007: 12).

Environmental audit is definedas a means of ob-
taining and evaluating information about an organi-
zation (or other entity) for different levels of man-

agement (from a specific enterprise to the executive
authorities of the government) in order to make the
necessary decisions and take corrective action mea-
sures. Wide dissemination of environmental audit is
related to the tightening of environmental legisla-
tion. Failure to comply with its requirements may be
the cause of severe financial risk for industrial and
related credit and insurance companies, environ-
mental auditis combinedwith environmental-eco-
nomic audit, and have been initially introduced as
a means to protect the interests of business entities.
Environmental audit helps reduce environmental
and human health risks, and helps to improve regu-
latory measures in the field of environmental pro-
tection (Environmental accounting for enterprises,
1997:13).

Materials and methods
According to the definition of the International

Organization for Standardization, an environmental
audit is a systematic and documented verification
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process, i.e. identification of compliance with audit
criteria of specific environmental measures, terms,
controls or information on them, as well as obtain-
ing and evaluating objective information for the pur-
pose of transmitting this process to the customer

The audit should be purposefully implemented
in several ways (Ablenov, 2007: 9):

— internal (secret) audit — strict assessment of
the present state and prospects of ecological safety
for company’s management and production struc-
tures (pessimistic and optimistic versions);

— audit for external use — an optimistic assess-
ment of the situation, providing public (not secret)
information, that isprovided within reports forpublic
authorities for environment and resource use, inves-
tors, creditors, etc. or in forms agreed with the man-
agement of the company;

— audit for a large holding company — con-
ducting a permanent environmental and economic
auditby subsidiary companies, with involvement of
independent auditors,including the regional level
(including financial auditors).

For example, the Ministry of Environment Pro-
tection of the Republic of Kazakhstan calls value of
impact on the environment and population healthas
an environmental audit. S.Saenko, V.B. Mestech-
kin, A.A. Popov, A.Sh. Shakhbazov, S.V. Makarov,
L.B. Shagarova, M.B. Rogachev, A.V. Shevchuk
also agreewith this opinion.

This type of monitoring A.S.Shilov called en-
vironmental monitoring. S.M. Shapiguzov and
L. Shnaidman considers nature protection activities
as an audit of the organization’s environmental in-
formation (Evans, 2015: 3).

Literature review

R. Adams, A. Arene, J. Bartels, K. Drury, B. Ni-
dles, K. North, R. Anthony and otherforeign scien-
tists worked in matterswith regard to development
of environmental account and audit.. Now we try to
bring to light a research study on the concept given
by J. Bartels.

Magazines, where can be found the issues of en-
vironmental audit of financial economic activity of
the enterprise: Managerial Auditing Journal, Envi-
ronmental Management Journal, Accounting, Orga-
nizations and Society Journal, Accounting Forum,
Accounting, Auditing and Accountability Journal,
Total Quality Management Journal, Greener Man-
agement International Journal, Journal of Account-
ing and Public Policy, The European Accounting
Review, Environmental Quality Management, The
Journal of Corporate Accounting and Finance.

ISSN 1563-0358
eISSN 2617-7161

Nominal environmental audit at enterprises, de-
motivation inaction of enterprise managersdo not
allow to take all the required actions according to
audit results.

Michael Baram (Baram, 1994) in his (The New
Environment for Protecting Corporate Information)
research says that conducting environmental audit
in hazardous production facilities can prevent viola-
tions of legitimacy, as well as reduces the risk of
prestige.

According to Australian scientists Dennis W.
Taylor, Maliah Sulaiman, Michael Sheahan, (Tay-
loe et al., 2001), environmental audit is of the ut-
most importance to the environmental management
system

US industry representatives require liberalization
legislation because corporate audit results could
have an impact on the company (Manewitz et al.,
2011)

According to New Zealand scientists Chris-
tina Chiang, Margaret Lightbody (Chiang et al.,
2004) accountants were often involved in con-
ducting environmental audits, in the early nine-
ties have not even been involved in environmen-
tal audit at a professional level. But in recent
years, in New Zealand the number of financial
auditors for conducting an environmental audit
of the company’s financial and economic activi-
ties is growing.

At the same time, according to Charles Piot
(Piot, 2007) French law uses a consolidated auditand
quality audit methods. Those regulatory enactments
limitlarge auditing companies and encourage
competition.

The environmental accounting system is a
continuation of traditional accounting. It provides
a compact assessment of the environmental impact
during external and internal audits. Peter Letmathe,
Roger K. Doost (Letmathe et al., 2000) in their
research concluded that the system will allow to
take into account not environmental purposes alone,
but business purposes.

Monitoring and environmental audits are a key
tool to prevent environmental pollution. But in many
literature, the two concepts are often compounded
(Viegasa et al., 2013).

Results and discussion

J. Bartels provides the following classification
of nature protection activities:

A detailed environmental audit is part of the
process of purchasing controlling shares or the pro-
cess of making investment decisions.
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Compliance auditiscompliance test ofcompa-
ny’s business with the license and the legal require-
ments.

An audit of the environmental management
system is the company’s ecological organizational
structure and environmental performance of the
company is described and tested.

Assessment of the state of the environment
(Phase 1 and Phase 2) — To conduct an in-depth
review of production processes and hazardous
emissions into all past and present air (Gao et al.,
2000:4).

The financial statement on environmental issues
is an assessment of informationcontained in the an-
nual environmental report or environmental finan-
cial report (Environmental accounting for compa-
nies, 1997: 13).

Environmental accounting audit provides infor-
mation on the financial results of decisions regard-
ing reserves, investments and prioritization of ac-
tions required (Li, Xue, 2004: 5).

Each author gives his definition. In the opin-
ion of J.Barthols, environmental audit is a way of
evaluating the deviation of the actual environmental
situation from the original internal and external en-
vironmental standards to determine the current and
potential environmental risks that threaten the com-
pany. In a sense, environmental damage is a subjec-
tive category and often depends on the customer’s
viewpoint.

The following objectives are set before the envi-
ronmental audit (Zhang, 1996: 6):

— assessment of damage to the environment;

— definition of conformity to norms;

— identification of potential problems;

— Estimation of costfor recovery works;

— assessment of potential debt;

— brief management report;

— amore detailed special report.

The summary of the audit is a summary report
(an instruction manual). When working intensely,
the aggregate part and the conclusion should be
prepared in a few days or weeks, unless there is a
shortage of time, such as detailed soil exploration
was impossible. The longer the deadline allows for
detailed monitoring and measurement of contami-
nated air. The depth of conclusion, as well as spe-
cific areas that are subject to research depend on the
purpose of the audit (Watson, 2004: 7).

In most cases, an environmental audit is com-
petent assess beyond the power, analyze, and make
appropriate suggestions and recommendations on
the actual results of any environmental impact. Con-
sequently, the environmental audit is not merely an

audit of the operation and reporting of enterprises
and organizations with regard to the current envi-
ronmental legislation (which is an integral part of
any environmental audit program), a large set of
additional audit services, including consultative ser-
vices (Zutshi, 2003: 8). The main objective of pro-
viding such services is to improve the efficiency of
the internal environmental control system and man-
agement of the audited entity, to develop the system
of environmental management, as a result to get an
additional benefits (Bartolomeo, 1997: 11).

The main objective of providing such services
is to improve the efficiency of the internal control
system and environmental monitoring of the audited
entity, to develop an environmental management
system, and, ultimately, to generate additional ben-
efits. In recent years, such services have been priori-
tized in the activities of many audit firms (Yerzha-
nov, 2005: 14).

According to the definition of the International
Chamber of Commerce, the term «environmental
auditing» is understood as a mean for a systemat-
ic, documented, periodic and objective assessment
of conformity of organizational systems, environ-
mental management and operation of equipment to
environmental objectives. This implies enhancing
managerial control over practical environmental
activities, as well as evaluating the compliance of
production with the environmental policy and com-
pliance with the standards.

According to our definition environmental audit
is a systematic process of data acquisition and as-
sessment, which identifies complianceof organiza-
tional systems, environmental management, as well
as operation of equipment with environmental ob-
jectives, determines their conformity to the specific
criteria, and defines compliance withenvironmental
targetsrecommending results for concerned users.
(Zhumabekova, 2017: 15).

The term «audit» is derived from the financial
lexicon. However, there is a fundamental differ-
ence between the financial audit and the environ-
mental audit on the meaning (subject) of the audit.
The meaning of the environmental audit is not only
the economic entity’s reporting on the environment
and the use of natural resources, but also its specific
environmental performance in many aspects of its
appearance and in all its aspects. In the following
aspects:

— development of environmental policy;

— establishment of goals and objectives of en-
vironment protection;

— monitoring, regulation and minimization of
pollutant emissions;
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— monitoring, regulation and minimization of
waste generation, deployment and storage;

— rational use of natural resources, raw materi-
als, materials and reagents as well as end products;

— environmental safety of workers and the
population (including the assessment of the risks of
environmental hazards and emergencies and their
prevention);

— environmental awareness,
training of the employee;

— Interaction with the public and population;

— environmental- economic and environmental-
legal (including criminal liability) liability
assessment and reducing its risk for environmental
legislation violations;

— Interaction with state environmental control
and management bodies (including environmental
licensing, insurance, certification, etc.).

In fact, the mentioned directions and types of
ecological activity are not registered.

Peculiarity of the Environmental Audit Program
implementation is that almost all the environmental
reports produced by economic entities (unlike
financial reporting) are insufficient and abstract, that
is, not true. For example, in the statistical report on
environmental impact assessment, only about 15-
25% of pollutants emitted into the air are recorded.
It is noticeable that the officialdata provided by any
enterprises show lessened emissions of pollutants in
the environment. In the work of Russian and Kazakh
enterprises, in fact, unfortunately, concealment of
environmental information is allowed. In this case,
during the environmental audit, we believe that the
first place should be not only to assess the compliance
of the economic entity with the environmental
legislation, but also to provide additional audit
services. In particular:

— reasonability of the company’s environmental
strategy and policy;

— defining and planning the prerequisites of
environmental protection activities of the economic
entity and identifying additional opportunities for its
implementation;

— preparing recommendations on reduction
of emergency ecological situation threats and
exacerbation of emergency ecological situations;

— servicesrelated to enhancing the effectiveness
of environmental regulation, minimizing impact,
and rational utilization of natural resources;

— services related to development of industrial

education and

environmental —monitoring and management
systems;
— preparing  recommendations  for  the

development ofrelations with the state environmental

ISSN 1563-0358
eISSN 2617-7161

control and management bodies, the public and the
population;

— development of recommendations and
proposals on environmental education for the staff
(employee);

— advice on environmental
information services and other services.

All of this defines the main objectives and tasks
that are different from the financial audit, other forms
of auditor’s opinion, and the requirements to it. The
most complex value of the environmental audit does
not allow for strict regulation and registration of the
methods and procedures used in the audit program
implementation.

The similarity of environmental audit and
financial audit is as follows:

— independence, objectivity, high professional
level of auditors;

— confidentiality of the data obtained,

— entrepreneurial (market) character of the
service;

— ability to provide a large set of consulting
services to the customer;

legislation,

— priority of voluntaryaudit forms from
mandatory forms;
— providing the customer with important

additional information that will greatly enhance the
management effectiveness;

— identification of unused opportunities for
auditing;

— ability to obtain direct and indirect economic
benefits;

— mandatory assessment of compliance
of audited activities with current legislation
(Bartolomeo, 1997: 11).

Technical aspects of environmental control
may be called as an analysis of ecological impacts
for the environment and human health, in order to
clearly define objectives, goals and functions of
control(Yerzhanov, 2005: 14). And the financial side
of the environmental control should be called the
impact of environmental problems on the financial
position of the client.

As a recommendation for the analysis of the
economic impact on the environment, we can
recommend:

— environmental impact analysis should be
considered as amechanism for identifying, analyzing
and evaluating open and secretive destruction
of natural conditions of natural environment
components.It leads to deterioration or decline of
living conditions of the population, as well as the
general environmental threat associated with the
functioning of the enterprise and its functional units;
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— means of controlling the ecological
consequences of the company’s activities for
the purpose of prevention and elimination of the
violations of environment protection norms and
rules;

— organization of the company’s publicity on
nature protection activities and its products;

— instrument for the future activity and
direction of the enterprise in the same territory
(maintaining previous work regime, reconstruction,
modernization, change of business, suspension of
separate shops, sites, facilities, businessin general);

— managing tool for the observance of
environmental and technical requirements for the
environment both inside and outside the enterprise.

The environmental impact analysis should
provide the following solutions:

a) responsibility of the customer and the expert
for the authenticity of the information on the
performed expertise;

b) availability of public information expertise;

c) responsibility of all participants for the
implementation of recommendations on the
conducted expertise;

d) consideration of positive and negative
environmental aspects of enterprise activity;

e) predicting the future environmental condition
related to the entity inspected (ecological and special
prognosis);

e) development of measures to eliminate the
adverse environmental impact;

g) evaluate the current impact of the audited
entity on the environmental protection and
compliance with the established state standards and
restrictions;

h) verification of reasonability of attribution of
enterprise costs to environment protection measures.

i) determining the validity of environmental
reporting on compliance with environmental
laws and enforcement of environmental measures
(Environmental Code of the Republic of Kazakhstan,
2007: 12).

j) assessment of the effectiveness of adopted
environmental measures;

k) selection of capital investments;

m) forecasting of production growth; detection
of «hidden» problems that may require urgent funds;

n) preparation of data on ecological situation
for obtaining targeted loans from international
organizations.

Following can be used as information base:

— existing legal and regulatory acts;

— environmental passports of enterprises.

Theresults of the examination shall be formalized
in the form of an expert opinion. It should include:

— introductory section should contain the
data on the expert and the enterprise where the
expert examination is conducted (name, address,
requisites);

— program section should contain the purpose
of the conducted expertise, features of physical
and geographical and meteorological conditions of
the company location, company descriptione, the
need for natural, labor and energy resources, socio-
economic significance of the object;

— main part should contain a description of
the environmental conditions and sources of their
impacts, a complex assessment of the impact on
environment of enterprise and the existing system
of integrated monitoring.

— final part should include the company’s
recommendations on improving the environment and
improving the living conditions of the population,
the program of environment protection.

Audit must be conducted in the order provided
by the J.Bartels.

The sequence of actions in the process of
environmental audit:

Determination of the purpose of the audit.

Determine the scope and sources of information
required.

Audit tools (protocols, test results, software).

Execution of activities.

Auditor’s conclusion and report.

Decision making.

The following requirements are set for the
organization of the audit:

— getting access to the company’s location;

— presence of the company’s employee to help
with the location of the company;

— availability of company’s documents;

— availability of permits to employees and
managers of the company;

— audit methodology using;

— method of conclusions using.

To carry out the environmental audit, the auditor
must be able to enter the area in which the subject
is located. With the help of employee that familiar
with its service and subdivision’s location, an
auditor can monitor the land and access documents
and company staff. There should be access to
information and to employees to get an information
from them, availability of permission to obtain access
to information from them and should be beset by
management. Information on the level of emissions
of pollutants, licenses, penalties and agreements
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(including disposal of wastes) and information on
interactions with the authorities should be obtained
before reaching the audit location.

The first phase of audit

Preparation:

— gathering information about company
location;

— selection of regulatory documents;

— setting up a meeting.

Visiting the Company:

— collection of documents;

— inquiry;

— look over.

The second phase of audit:

Additional questions and information:

— additional collection of documents;

— communication with the authorities;

— studying the adjacent territory of the
company;

— study of the results of the internal audit
performed by the entity itself.

Auditor’s conclusion:
— brief conclusions;
— marking alarms;
assessment of potential costs;
technical conclusion.
Quality assurance — control over the achievement
of the goals.

Conclusion

However, control over environment protection,
from an ecological point of view, is not complete
without financial performance of the enterprise.
Therefore, it is necessary to audit the impact of
environmental problems on the financial position of
the client.

An audit of the impact of environmental
problems on the financial position of the client is,
in our opinion, an independent audit for costs and
liabilities that arise from environmental protection
and affect the financial position of the entity.
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