CHARITY FINANCE – OPINION PIECE ON ENVIRONMENTAL ACCOUNTING. – LES JONES OBE., Charities Consultant, Honorary Treasurers Forum“LET’S ADD TO THE INTEREST IN OUR ACCOUNTS”

To many of us our accounts are something to be proud of but also something we are very familiar with and something which, despite the periodic changes in the SORP etc, we are comfortable with.  Accounts may not always have the sex appeal of Claudia Schiffer or Brad Pitt, despite our best efforts, but they are familiar and serve many good purposes.  However, let us fast forward to a brave new world where in an instant our accounts become much more interesting and explore territory unheard of in the history of accounting.  Lets start seriously thinking about Environmental Accounting.   Environmental Accounting opens up a whole new world of potential for Directors of Finance and a whole new area of interest and I believe their time has now firmly begun to arrive.

Why Environmental Accounting?  Firstly, nobody is now able to ignore the environment generally and the affects of climate change.  However cynical the opinion of some, most people accept things are definitely happening out there.  Polar ice caps are melting, polar bears and many other species are threatened and here in the UK we are suffering a continuum  of extreme weather events.  Globally countries are becoming more and more aware of the future destiny of our environment and setting targets to mitigate the damaging effects of carbon emissions etc.  Can a set of accounts ignore all this?
The next question from readers might be what has this got to do with the Voluntary Sector?  Certainly there are environmental charities, many of whom now mainstream on climate change, and Environmental Accounting has an obvious appeal for them but what about all the other charities.  In the October issue of Charity Finance Dame Suzi Leather wrote an article which considered the Charity Commissions role in encouraging environmental best practice.  The article encouraged charities to take action to make a contribution towards protecting the planet and our environment and also very importantly, being seen to do so.  The article also went on to explain how charities could be justified in spending charitable funds in this area. 
 I found this article very interesting and very encouraging but I would like to take the argument further.  I firmly believe charities should be leading the way as far as environmental management and environmental accounting and reporting are concerned, but we are not.  As a sector we are significant.  There are 190,000 charities and collectively we can make a difference.  We are on the high moral ground and like in so many other areas the environment is one where the sector should be taking the lead and not be following in the slip steam of either the corporate or public sectors.

I also believe as a devout accountant a wonderful way of ensuring things happen and are seen to happen is to include them or have to include them in the accounts.  The disclosure on risk management in the sector and the disclosure (albeit  a fairly tame one) on Socially Responsible Investment helped to take these issues forward.  The encouragement to report on outcome and impacts has also taken work on them and the debate on them forward.
Putting all this together I believe it is now time to seriously start the debate on environmental accounting in the Voluntary Sector.  I don’t know when we can expect the next SORP.  The cycle suggests 2010 but whatever the date the important debates should start now so that they are mature and concluded by the time the next SORP is beginning to be formed.  As far as environmental accounting is concerned the debate should not be about whether it should be included in the next SORP but what aspects of environmental accounting must be in and how they should be reflected in the Trustees report and accounts.

Let me start the debate.  If any form of environmental accounts are going to be produced they need to be underpinned by a sound system of environmental management.  When I worked at WWF-UK we obviously took our own ecological footprint very seriously. We introduced an environmental management system which cut across the organisation and we had environmental champions in all the different departments.  We began to measure our gas, electricity and water use and to assess out waste production and what percentage of that we recycled.  We also measured the Co2 emissions for our travel, introduced company bikes and paid 50p a mile for travel by cycle as opposed to 22p per mile for travel by car.  We began to produce travel budgets on both a financial and Co2 basis.  We set ourselves targets for reduction in energy use etc. and published these and our performance every year in a comprehensive Environmental Report which was externally verified.  My ambition before leaving WWF-UK was not only to disclose this in the Annual Report and Accounts but also to have an Environmental Balance Sheet alongside our financial Balance Sheet in the accounts.  That would have been wonderful but I ran out of time in making it happen.
I think this approach should now be adopted by all charities with the extent and detail of environmental management obviously depending on size.  The environmental management approach can also save money so it is worth doing in its own right.  The general approach to environmental management would then be reported in the Annual Report and Accounts and I, dare I say it, with even an Environmental Balance Sheet included in the accounts themselves.  We should all get on with this now!
As far as SORP 2010 or whenever, is concerned this sort of approach should be made mandatory and we should start debating now what methodology we use to reflect environmental performance in the accounts themselves.  The Voluntary Sector would be really leading the way then, as indeed we should be.
