INTERNATIONAL CONFERENCE ON INNOVATIONS IN SCIENCE AND EDUCATION (ECONOMICS AND BUSINESS)
MARCH 17, 2021, PRAGUE, CZECH REPUBLIC WWW.ISEIC.CZ, WWW.CBUIC.CZ

NON-FINANCIAL INFORMATION REPORTING AFTER 2016 FOR THE EXAMPLE
OF BULGARIAN GREENHOUSE GAS EMITTERS

Tsvetomir L. Manolov!

Abstract: Air pollution is one of the main environmental reasons for many diseases in Bulgaria. Plenty of studies indicate
that the country is still far from achieving air quality levels that do not pose a risk to people and the environment.

The current research is directed toward eight companies in Bulgaria, which are responsible for over 70% of greenhouse gas
emissions from fixed installations. The study was conducted during the period of 2016 to 2019. The main hypothesis is that
due to the public importance of these companies’ activities, the quantity and quality of non-financial information disclosed by
them will be significant. Additionally, it is examined how the required obligation for some companies to publish together
with their annual financial statements and non-financial declaration has reflected on the disclosures made by them. The
research is conducted on the basis of annual financial statements published by the companies, non-financial declarations,
annual activity reports and information contained on their websites.
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Introduction

The adoption of Directive 2014/95/EU amending Directive 2013/34/EU in regard to the disclosure of
non-financial and diversity information has led to changes in the “Accountancy Act” in Bulgaria. One
of the most significant changes is that after 01.01.2017 certain large undertakings were given the
responsibility to prepare and publish together with their annual financial statements and non-financial
declaration. This is another attempt to oblige certain companies to disclose not only financial
performance information but also environmental and social information. In this regard, this article
examines the level and quality of the disclosed non-financial information by the companies which are
the most responsible for greenhouse gas emissions in Bulgaria. The purpose of which is to research
whether they fall within the scope of the companies obliged to prepare and submit such a declaration
and whether the legal changes have affected the quality and volume of the disclosed information.
Because of the high social significance of the activities of the surveyed enterprises, the main
hypothesis of the study is that they will use various ways to inform the public about the environmental
and social aspects of their activity, even if they are not obliged by current regulations.

Literature review

Issues related to the disclosure of non-financial information are the subject of a number of publications
in Bulgaria. It is specifically for all of them that they are mainly theoretical and directed to issues such
as:

e Prospects in accounting in disclosing the environmental aspects of business activity (Manolov,
2016)

e Problems and challenges for accounting in conjunction with the concept of integrated
reporting (Fanya Filipova, 2017);
e The presence of non-financial information in financial statements;
e The relationship between financial and non-financial reporting (Atanasov, 2019);
e The essence and scope of non-financial declaration;
e The preparation of non-financial statements for social and environmental issues (Georgieva,
2017);
e The responsibility of independent auditors according to non-financial information (Durin,
2016);
o Corporate social responsibility and disclosure of non-financial information (Nikolov, 2019).
At the same time practical studies concerning the disclosure of non-financial information, including
environmental oriented information are very few in Bulgaria and are related to:

e The relationship between the disclosure of non-financial information and the financial
performance of transport companies (Petrova-Kirova, 2018);
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e The comparative analysis of non-financial declarations of some Bulgarian enterprises
(Lyutakova, 2019);

e The analysis of disclosed ecological information from a Bulgarian thermal power plant.
(Manolov, 2018).

In summary, it can be concluded that in Bulgaria there are almost no practical studies of existing
practices for the disclosure of non-financial information by the companies which are responsible for
the majority of greenhouse gas emissions.

Data and methodology 2

The amount of reported and verified greenhouse gas emissions from fixed installations in Bulgaria was
used as a main criterion for the selection of companies for the survey. This is because a considerable
part of non-financial information is environmentally oriented and the biggest polluters in the world are
greenhouse gas emitters.

According to a study conducted by the author of verified annual emission reports, published on the
website of Bulgarian Executive Environment Agency (EEA, 2021), it was found that for the period of
2016-2019 in there were 128 509 627 tons of greenhouse gas emissions verified in Bulgaria. 101 938
883 tons of them, or 79.32 %, were issued by eight companies. As a result, these eight companies are
included in the final sample. Only "TPP MARITSA EAST 2" EAD is a state company, owned by
“Bulgarian Energy Holding” EAD. The others - TPP "CONTOUR GLOBAL MARITSA EAST 3"
AD, "AES-ZS MARITZA EAST 1" EOOD, “SOLVAY SODI” AD, "LUKOIL NEFTOHIM
BURGAS" AD, TPP "BOBOV DOL" EAD, ,,DEVNYA CEMENT" JSC and "NEOCHIM" AD are
wholly or predominantly private companies.

Content analysis was used as a basic method of research. The empirical study was conducted using the
following methodology:

e Identifying companies which are the most responsible for the greenhouse gas emissions;

e Based on the existing legislation in Bulgaria and Directive 2014/95/EU in regard to the
disclosure of non-financial and diversity information by certain large undertakings and groups
(Directive 2014/95/EU of the European Parliament and of the Council, 2014) the author has
drawn criteria to examine the non-financial information disclosed by the companies;

A checklist has been compiled, divided into four sections, as follows:

1. The existence of information on environmental matters;

2. The existence of information on social and employee-related matters;
3. The existence of information on human rights;

4. The existence of information on anti-corruption and bribery matters.

The author has analyzed the annual financial statements (AFS) of the companies for the period 2016 -
2019, officially published on the web-site of the Commercial register and register of non-profit legal
entities (Commercial register, 2021), in addition to analyzing the annual activity reports (AAR) and
non-financial declarations (NFD), as well as the information published on the websites of the
companies.

All this allows the author to summarize and analyze the non-financial information that the surveyed
companies have disclosed and to make a comparison between them by assessing the quantity and
guality of the disclosed data.

Analysis of non-financial information disclosed by greenhouse gas emitters in Bulgaria

The results of the study on the main criteria for the scope and quality of the disclosed non-financial
information are summarized in Table 1.

2 This methodology has been developed and used by the author in other his publications (Manolov, 2018)
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Table 1: Comparison of the level of disclosure of non-financial information from the surveyed

companies
availability of disclosure | web 2019 2018 2017 2016
in sitt | AAR | AFS AAR | AFS AAR | AFS | AAR | AFS
| Environmental matters
Is the activity in
. . 1,24 145 1,34 1,34 1,34
compliance with the Lo Lo 6 o 6 o 6 o 6
legal requirements? 58 68 568 568 568
measuring and
monitoring 1568 | 458 6 458 458 458
greenhouse gases
emissions
Egyt'i’];?cr;rggﬁta' and | 955 | 1,24, 12,34, 1234, 123,
6,7,8 57,8 57,8 57,8 45,8
programs
environmental policy 1,25, 1,24, 123, 1234, 1,245,
6,7,8 57,8 45,78 578 7,8
i - 1,234 2,34 2,345 1,234
I'| energy consumption 7 7,8 A 7,8 ) 7,8 o e
n 9 i 5,6, 5,6, 6,8 5,6,
d | fuels for production | 4 536 | 136 | 1236 | 136 |1.236 136 | 1236 | 13 |1236
i | process
¢ |disposalindustrial | 156, |\ 3575 | 55 |13578| 235 37 | 235 | 3 | 235
a | waste 7,8
t | environmental
o | protection 1578 |157,8 4.8 158 5
r | expenditures
s | provisions for
/ | decommissioning 1,2,45,8 1’52';" 1’52';" 1;52’84’
¢ | and rehabilitations ' ' '
r| . 1,25, 1,2,3, 1,23, 1,23,
i paid allowances 15 6.8 1,35 568 1,35 568 1,3 568
t | environmental fines 58 | 168 | 358 | 168 358 | 168 | 358 | 1,68
e | and penalties
I | other environmental
i | indicators 2,7,8 57 5 57 5 57 57
a | 11. Social and employee-related matters
policyof ensuring | 324, | 1,234, 1234, 1234, 1234,
Y L 578 | 56,78 5,6,7,8 5,6,7,8 5,6,7,8
working conditions
fair evaluation of 5 145 8 1458 1458 45
employees 1 il il 1 il il 1 il il 1
employee training 57 1,4,5, 145 78 1,45, 4578
programs ! 7,8 e 7,8 B
donations, social
events and public 1,457 | 1,457 3 1,457 3 1,457 3 4,5 3
facilities
I11. Respect for
human rights 34 18 18 18
1V. Anti-corruption 125 18 18 18

and bribery matters

Source: Author
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1. TPP "MARITSA EAST 2" EAD (1) - in the period of 2016-2019, has verified 37,642,497
tons of greenhouse gas emissions. This is 29.29 % of all verified emitted greenhouse gases in
Bulgaria. As a result of the study, it was found that:

a. Inregard to the reporting of environmental information — for the studied period in the
annual financial statements the most disclosed information is about the provisions
made by the company for the shortage of quotas for greenhouse gas emissions. In the
annual activity reports, the information disclosed there is the minimum amount
required by law. After 2016 the company discloses information about its
desulphurization facilities. On the company's website (https://www.tpp2.com/) can be
found mainly descriptive non-financial environmental information concerning the
individual projects for the construction of facilities of environmental significance and
the available systems for monitoring and controlling greenhouse gas emission. The
changes in the Accountancy Act in Bulgaria practically do not reflect any change in
the volume and quality of the disclosed non-financial, ecologically focused
information.

b. In regard to social and employee-related matters — in the company’s annual activity
reports there is included detailed information about the implemented social policy.

c. In regard to human rights — the annual activity reports for the period 2016-2019
contained detailed information relating to the respect for human rights. Disclosure of
such information begins after 2016 and is a consequence of the changes in the
Accountancy Act.

d. In regard to anti-corruption and bribery matters - as a government-owned enterprise
TPP "Maritsa East 2" EAD implements a sectoral anti-corruption plan in the energy
sector.

2. TPP "CONTOUR GLOBAL MARITSA EAST 3" AD (2) - in the period of 2016-2019 has
verified 20 710 447 tons of greenhouse gas emissions, which is 16.12 % of all verified
greenhouse gases in Bulgaria. As a result of the study, it was found that:

a. Inregard to the reporting of environmental information — for the studied period in the
annual financial statements there is disclosed quantity information for energy
consumption, waste disposal, the purchase of allowances and provisions made for
future obligations to restore the land on which the thermal power plant's facilities are
located (such as ash dumps, coal and fuel oil storage facilities). The company informs,
in detail, about the amount of carbon dioxide emissions it will emit during the years
and the resulting surplus/shortage of greenhouse gas emission allowances. Annual
activity reports include mainly non-financial environmental information as available
capacity of the power plant and used capacity during the year (in percentages), and the
existence of environmental policy, which is established with possession of the ISO
14001 certificate. The changes in the Accountancy Act in Bulgaria practically do not
reflect any changes in the amount and quality of the disclosed non-financial,
ecologically focused information.

b. In regard to social and employee-related matters - annual activity reports for the
period of 2016-2019 contained detailed information related to the health and safety
working conditions. After changes in the Accountancy Act, the company did not
change the disclosed information.

c. Inregard to human rights - the company does not disclose such information.

d. In regard to anti-corruption and bribery matters - such information is generally not
available.

3. "AES-ZS MARITZA EAST I" EOOD (3) - in the period of 2016-2019 has verified 16 174
152 tons of greenhouse gas emissions, which is 12.59 % of all verified greenhouse gases in
Bulgaria. As a result of the study, it was found that:

a. Inregard to the reporting of environmental information - of all studied criteria is not
disclosed information for investments on the prevention of negative consequences to

3 This number correspond to undertaking in Table 1
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the environment. No environmental fines and penalties have been imposed on the
company. The changes in the Accountancy Act in Bulgaria practically do not reflect
any changes in the amount and quality of the disclosed non-financial, ecologically
focused information.

b. In regard to social and employee-related matters - the policy of ensuring healthy and
safe working conditions and the ongoing training of the staff is detailed. The changes
in the Accountancy Act in Bulgaria practically do not reflect any changes in the
amount and quality of the disclosed non-financial, ecologically focused information.

c. Inregard to human rights - information disclosed by the company is primarily related
to ensuring gender, religion and culture equality. After 2016, the company has no staff
but uses subcontractors.

d. Inregard to anti-corruption and bribery matters - the company does not disclose such
information.

4. "SOLVAY SODI” AD (4) - in the period of 2016-2019 has verified 7 303 029 tons of
greenhouse gas emissions, which is 5.68 % of all verified greenhouse gases in Bulgaria. As a
result of the study, it was found that:

a. Inregard to the reporting of environmental information - of all studied criteria is not
disclosed information only for investments on the prevention of negative
consequences to the environment and environmental fines and penalties. The changes
in the Accountancy Act in Bulgaria practically do not reflect any changes in the
amount and quality of the disclosed non-financial, ecologically focused information.

b. Inregard to social and employee-related matters - throughout the period the company
publishes extremely detailed information. Emphasis is placed on socially oriented
initiatives in which the company participates.

c. In regard to human rights - the information disclosed by the company is primarily
related to ensuring gender equality.

d. Inregard to anti-corruption and bribery matters — the company does not disclose such
information.

5. "LUKOIL NEFTOHIM BURGAS" AD (5) - in the period of 2016-2019 has verified 7 024
947 tons of greenhouse gas emissions, which is 5.47 % of all verified greenhouse gases in
Bulgaria. As a result of the study, it was found that:

a. In regard to the reporting of environmental information — the company discloses
information on each of the examined criteria. The volume and quality of non-financial
environmental information does not change after 2016.

b. In regard to social and employee-related matters - throughout the period the company
publishes detailed information. Emphasis is placed on employee benefits packages.

c. Inregard to human rights - the company does not disclose such information.

d. In regard to anti-corruption and bribery matters — the company has a detailed anti-
corruption policy, the main purpose of which is developing zero tolerance to any
forms and signs of corruption both within LUKOIL Group and in liaison with
counterparties. The anti-corruption policy information is only available on the
company's website.

6. "TPP "BOBOV DOL" EAD" AD (6) - in the period of 2016-2019 has verified 6 801 225 tons
of greenhouse gas emissions, which is 5.29 % of all verified greenhouse gases in Bulgaria. As
a result of the study, it was found that:

a. In regard to the reporting of environmental information - for the studied period the
company does not disclose information about investments for the prevention of the
negative consequences on the environment. It does not charge provisions and does not
assume guarantees in connection with environmental risks. The changes in the
Accountancy Act in Bulgaria practically do not reflect any changes in the amount and
quality of the disclosed non-financial, ecologically focused information.

b. Inregard to social and employee-related matters - throughout the period the company
only discloses information on policies to ensure healthy and safe working conditions.
After changes in the Accountancy Act, the company does not change the disclosed
information.
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c. Inregard to human rights - the company does not disclose such information.

d. Inregard to anti-corruption and bribery matters - the company does not disclose such
information.

7. "DEVNYA CEMENT" JSC (7) - in the period of 2016-2019 has verified 3 449 706 tons of
greenhouse gas emissions, which is 2.68 % of all verified greenhouse gases in Bulgaria. As a
result of the study, it was found that:

a. In regard to the reporting of environmental information - throughout the studied
period the company does not disclose information about the compliance of its
activities with the legal requirements and about any measures undertaken to reduce
the negative impacts of greenhouse gasses on the environment. Annual activity reports
include information on the existing energy policy, based of using waste as alternative
fuel. The changes in the Accountancy Act in Bulgaria practically do not reflect any
changes in the amount and quality of the disclosed non-financial, ecologically focused
information.

b. In regard to social and employee-related matters - after the changes in the
Accountancy Act, the company started to disclose information about its participation
in initiatives ensuring the sustainability of the regions in which it operates.

c. Inregard to human rights - the company does not disclose such information.

d. Inregard to anti-corruption and bribery matters - the company does not disclose such
information.

8. "NEOCHIM" AD (8) - in the period of 2016-2019 has verified 2 832 880 tons of greenhouse
gas emissions, which is 2.20 % of all verified greenhouse gases in Bulgaria. As a result of the
study, it was found that:

a. Inregard to the reporting of environmental information - during the studied period the
company discloses non-financial information according to all examined criteria.

b. In regard to social and employee-related matters - throughout the whole period the
company discloses a significant amount of information. After the changes in the law
on accounting, it started publishing information about the programs for the fair
evaluation of employees.

c. In regard to human rights — the company developed a code of ethics to ensure the
protection of human rights, as well as a diversity policy for equality between workers
regardless of gender, race, nationality, disability and others.

d. In regard to anti-corruption and bribery matters - it is declared that the legal
requirements are observed, and the workers are encouraged to submit reports if
necessary, while maintaining their anonymity.

Conclusion

As a result of the study, it can be summarized, that the surveyed companies, with the exception of
“NEOCHIM” AD, do not prepare a non-financial declaration, but continue to disclose non-financial
information as part of their annual activity report. This leads to disclosure of a relatively insufficient
amount of non-financial information.

During the examined period all companies prefer to disclose mainly qualitative and in very rare cases
guantitative non-financial information. Non-financial reports do not include references to, and
additional explanations of, amounts reported in the annual financial statements. The information about
social and employee matters is mostly reduced to providing information about healthy and safe
working conditions, about employee training programs which are conducted, and about the social
activities in which the companies participate. The largest share of the companies’ non-financial reports
concern environmental information. They mainly include non-financial information relating to the
compliance of the companies' activities with the legal requirements, the impacts of these activities on
the environment and the existence of environmental policies and programs. In general, detailed
information on the volume and value of the used natural resources or third-party compensation is not
disclosed.

In general, information relating to the respect for human rights is not disclosed, but if it is, it most
often consists of in indicating that the company in question takes actions to ensure gender equality.
Similarly, companies avoid disclosing information about their anti-corruption policy.
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In summary changes made in 2016 in the legislation of the Republic of Bulgaria have not affected the
volume and quality of disclosed non-financial information by companies responsible for greenhouse
gas emissions from fixed installations in the country.
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