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Fiscal Issues of Entities’ Non-Financial Reporting

Abstract. The article identifies the ways to increase the informational value of non-financial reporting data, in particular,
in terms of its fiscal aspects. The author substantiated the unresolved issues of data display regarding the impact of
uncertainty on the activities of business entities based on the results of the analysis of scientific publications and
generally recognized international documents. It has been proven that high-quality non-financial reporting can serve
as one of the tools for enterprises to attract additional financing aimed at eliminating the consequences of the impact
of the COVID-19 pandemic. The article highlights the results of the analysis of non-financial reporting of state-owned
enterprises to identify data on the impact of the COVID-19 pandemic on their activities and for compliance with the list
of indicators of reporting on sustainable development, defined in the document “Guidelines on key indicators of reporting
of enterprises on the contribution to the achievement of the Sustainable Development Goals Development”, developed by
UNCTAD ISAR. The paper substantiates that one of the information sources for decision-making at the state level in terms
of minimizing fiscal risks can be data obtained from non-financial reports of enterprises (management reports, reports
on payments to the state). The main research methods used in the paper are bibliometric analysis; synthesis; observation
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INTRODUCTION

According to estimates by the International Monetary
Fund (IMF) [1], the global recovery continued in 2021. Still,
due to the pandemic, its pace has slowed due to the impact
of a complex epidemiological situation against the back-
ground of a high level of uncertainty.

It is known that the July forecast of the expected
growth of the world economy in 2021 of six percent was
reduced by 0.1% in October. However, by 2022, its value re-
mained at the previous level - about five percent (4.9%).
Regarding the group of developing countries with low in-
come, high risks of further complications of the situation
at the level of national economies are predicted. As before,
with a high degree of probability, surges in prices for raw
materials are possible. The deterioration of the forecast is
also associated with near-term more pessimistic assess-
ments for the group of countries with advanced economies.
In most countries, the dynamics of the recovery of labor
markets significantly lags behind the pace of reproduction
in connection with the preservation of chronic disproportions
in the chains of growth of added value [1].

Due to the limited access to vaccines and the low level
of institutional support for reform policies, IMF experts are
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increasingly concerned about the divergence of economic
prospects in different states. In their opinion, they are
more dangerous than the post-crisis spreads at the end of
the first and the beginning of the second decade of the cur-
rent century. The aggregate volume of output of goods and
services in countries with developed economies is expected
to return to the level of the trend observed before the pan-
demic in 2022 and exceed it by 0.9% in 2024. In turn, it is
pretty likely that in 2024 the aggregate production volume
in the group of countries with a forming market and devel-
oping countries, excluding China, will remain at the level
of 5.5% below the forecast indicators before the pandemic.
As aresult, the pace of improvement in the living standards
of citizens in these states will lag even further behind the
leader countries.

Thus, the current state of the world economy in the
context of countering the COVID-19 pandemic indicates
the need to adapt fiscal risk management tools as factors
that may cause fiscal results to deviate from expectations or
forecasts (clause 186 of Chapter 4 of the document “Fiscal
Transparency Handbook” issued by the International
Monetary Fund) [2].
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LITERATURE REVIEW

Methodological principles and organizational-methodical
approaches to preparing non-financial reporting and in-
creasing its quality and informativeness are gaining more
and more interest from the scientific and professional com-
munity. Ukrainian and foreign scholars’ research is devoted
to improving the quality of non-financial reporting data
and their multi-functionality. Thus, domestic scientists
are actively studying the issue of creating a methodolog-
ical toolkit for information disclosure regarding the pan-
demic’s impact on enterprises’ activities [3]; evaluations of
non-financial reporting practices of companies [4; 5].

The analysis of the latest publications of foreign re-
searchers, presented in authoritative international publi-
cations, showed that their main focus is the need to find
tools for assessing the quality of the company’s non-finan-
cial reporting [6] and developing relevant indicators [7].

The international professional community also does
not remain aloof from solving the issues of increasing in-
formativeness and ensuring the quality of non-financial
reporting of enterprises. Thus, under current conditions,
separate forms with varying degrees of regulation are used:
management reports, reports on payments to the state, re-
ports on sustainable development, and others.

An important initiative in ensuring transparency of
disclosure of data by enterprises of the extractive industries
in non-financial and financial reporting is the Extractive
Industries Transparency Initiative (EITI) [8]. The purpose
of the mentioned international professional formation is
to ensure the application of the global standard (EITI Stan-
dard) to increase the openness and transparency of the
management of the use of natural resources as “an important
driving force of sustainable economic growth” (principle 1
of the EITI) [9].

The role of reporting on the integrity of the use of
national natural resources by enterprises engaged in the ex-
tractive industry has also been noted by other international
organizations. In particular, in 2019, world governments and
business representatives launched the “Publish what you
pay” movement, the fundamental thesis of the Agenda for
2020-2025 is that revenues from mining minerals should
aim at improving people’s lives and well-being [9].

Another area of activity of international organiza-
tions in the field of non-financial reporting of enterprises
is the creation of a methodological basis and organiza-
tional and methodological support for the disclosure of in-
formation about the contribution to the achievement of the
Sustainable Development Goals, defined by the UN Agenda
in the field of sustainable development until 2030 [10]. A
vivid illustration of activity in this direction is the docu-
ment “Guidance on core indicators for entity reporting on
contribution towards implementation of the sustainable
development goals” [11], prepared by the experts of Interna-
tional Standards of Accounting and Reporting of Interna-
tional Accounting and Reporting Standards of the United
Nations Conference on Trade and Development (herein-
after — the Guidelines). The purpose of this document is
to provide a list of enterprise reporting indicators (by eco-
nomic, environmental, social, and institutional spheres) and
practical information on their calculation and measure-
ment (clause 9 of the document) [11].

Noting the existing significant achievements in the
direction of creating and strengthening the transparency of

anew information basis for decision-making at the micro- and
macro-level, we note that the issues of displaying data re-
garding the impact of uncertainty (in modern conditions —
the COVID-19 pandemic) on the activities of economic en-
tities and the level of their accountability.

The above determines the purpose of the study - to
identify directions for strengthening the informational
value of the data of non-financial reporting of enterprises
regarding their activities in conditions of uncertainty, in
particular, in terms of fiscal aspects of transparency and ac-
countability when disclosing data on mandatory payments
to the state budget.

MATERIALS AND METHODS

The main research methods used in the paper were: biblio-
metric analysis (for the analysis of international documents
and scientific publications); synthesis (for the formation of
proposals for strengthening the informativeness of non-fi-
nancial reporting of enterprises); observation (to assess the
practice of non-financial reporting of enterprises).

RESULTS

An essential role in the construction of the fiscal risk man-
agement system at the country level is played by such as-
pects as the structure of the country’s economy, the pe-
culiarities of the organization of the public sector of the
economy, and the existence and nature of the relationships
between the public and private sectors [1]. In the latter’s
development, we note that the COVID-19 pandemic has
made significant adjustments to the activities of economic
entities of all sizes and sectors. World experience shows
that by realizing the critical role of the private sector in
the formation of the revenue component of the country’s
budget, the state can direct additional funding to support
the activities of enterprises (for example, the UK initiative
for small and medium-sized enterprises “COVID-19 Busi-
ness Interruption Loan Scheme (CBILS)”) [12]. In Ukraine,
a similar practice of business support under the conditions
of anti-epidemic measures has been implemented in the
fiscal sphere. In particular, it has been achieved through
the adoption of the Law of Ukraine “On Amendments to
the Tax Code of Ukraine and Other Laws of Ukraine on
Social Support of Taxpayers for the Period of Restric-
tive Anti-Epidemic Measures Introduced to Prevent the
Spread of Acute Respiratory Disease COVID-19 Caused
by SARS-CoV-2 Coronavirus in Ukraine” dated 04.12.2020
No. 1072-IX [13].

On the other hand, enterprise reporting is an in-
formation source for fiscal risk management. This is not-
ed in the IMF document “Fiscal Transparency Handbook”
(item 188), in particular: “the government’s ability to re-
spond to fiscal risks depends in part on the quality of in-
formation about the extent and probability of potential
shocks to public finances” [1].

In this context, the role of non-financial reporting
of enterprises is significant. First, enterprise reporting data
provide an opportunity to assess the transparency and ef-
ficiency of the use of national natural resources through
analyzing and grouping data contained in reports on pay-
ments to the state. Under the requirements of the Law of
Ukraine dated 16.07.1999 No. 996-XIV “On Accounting and
Financial Reporting in Ukraine” the obligation to prepare
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the above-mentioned form of non-financial reporting is
assigned to business entities operating in the extractive
industries and enterprises that carry out wood harvest-
ing and at the same time are of public interest [14]. Thus,
reporting on payments to the state serves as an informa-
tion source for assessing: fiscal risks associated with the
activities of a particular group of enterprises and the use
of resources; the state of implementation of the Extractive
Industries Transparency Initiative (EITI) in Ukraine. The
accession of Ukraine to the EITI in 2013 provides for the
annual publication of reports that contain information on
the number of enterprises employed in the extractive industry,
the amount of taxes paid by them, and state payments.

Secondly, the information contained in other forms
of non-financial reporting of enterprises (in particular,
management reports) can serve as a source of monitoring
the impact of the pandemic crisis on the activities of busi-
ness entities, especially the economic side. Here we should
emphasize the decisive role of qualitative (reliable, relevant)
information, which provides an opportunity to form an
idea of the main results of the functioning of economic en-
tities in various spheres in the periods before, during, and
after the crisis: economic, social, ecological, institutional.
At the same time, we note that the above-reported data can
also serve as a source of monitoring the achievement of the
Sustainable Development Goals during the formation of
the Voluntary National Review of the Central Development
Goals in Ukraine for the implementation of the 2030 Agenda
for sustainable development [10].

Following the requirements of Directive 2013/34/EC
on annual financial statements, consolidated financial
statements and related reports of certain types of com-
panies, amending Directive 2006/43/EC of the European
Parliament and the Council and repealing Council Directive
78/660/ EEC and 83/349/EEC, the provision of which has
been implemented into the regulatory legal field of Ukraine,
non-financial reporting of enterprises, among other infor-
mation, must contain data on the state of risk management
and their impact on activity. Risks can be of different na-
tures: fiscal risks, operational risks of enterprises, etc. For
this, the information must have both short-term and long-
term value. For the quantitative and qualitative assessment
of relevant indicators and the preparation of non-financial
reporting in Ukraine, three by-laws were adopted by gov-
ernment decisions and orders of the Ministry of Finance
in 2018-2020 [15-17].

The enterprise must disclose essential and transpar-
ent information about the main risks, regardless of what
factors caused them (internal or external). At the same
time, explain the methods and methods used to assess such
risks and determine their level. It is also necessary to indi-
cate any significant changes in the definition of risks and
methods of their management in the reporting year.

A similar approach is laid down in the document men-
tioned above, “Guidance on core indicators for entity report-
ing on contribution towards implementation of the sustain-
able development goals” issued by the Intergovernmental
Working Group of Experts on International Accounting and
Reporting Standards of the United Nations Conference on
Trade and Development (UNCTAD ISAR) (from now on — the
Guidelines) [11]. Each sphere (economic, environmental,
social, and institutional) contains groups of indicators pro-
posed for disclosure, the total number of which is 33. The
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document provides definitions, references to international
sources (international financial reporting standards, statistical
sources, specific guidelines, Global Reporting Initiative), and
calculation methodology.

UNCTAD ISAR, having conducted a series of consul-
tations with the participation of a wide range of interested
parties, concluded that certain economic, environmental,
and social aspects are of particular importance [18].

Therefore, the critical international documents that
provide recommendations for preparing a non-financial
report highlight mainly a comprehensive list of key indi-
cators to ensure enterprises’ initiative in choosing those
that will be disclosed in the report or examples of what key
indicators can be disclosed by enterprises. The addition of
several indicators summarized in the Guidelines is a current
direction of UNCTAD ISAR’s work, which speakers noted
during the 38t UNCTAD ISAR Session [19].

Similar work on supplementing non-financial report-
ing with indicators characterizing the impact of uncertainty
on the activities of companies is carried out by Ukrainian
scientists [20]. The authors have defined the basic concept
of selecting indicators supplementing the Guide and the
approach for disclosing key indicators. The indicators reflect
the significant economic, environmental and social impact
of the reporting enterprise and essential information that
reveals the impact of the pandemic caused by the coronavirus
disease.

In order to establish the fact that there is no data
in the non-financial reporting of enterprises regarding the
impact of the coronavirus disease on the activities of enter-
prises, a study of the reporting of the TOP-100 state-owned
companies in Ukraine [21] was conducted, the key results of
which were presented at the UNCTAD ISAR reporting sem-
inar “The impact of COVID-19 on the financial and non-fi-
nancial reporting of the company” in November 2021 [20].

The results of the conducted analysis constitute
the institutional basis for forming proposals to strengthen
the content of non-financial reports of enterprises in terms
of reflecting the impact of the uncertainty caused by COVID-19
on their activities.

The choice of respondents for the study was stipu-
lated by the fact that, in addition to a significant share in
the economy (8.3%) [22, p. 16], state-owned enterprises are
most represented in industries that cause significant risks
of fiscal nature, which lead to loss of revenues to the coun-
try’s budget. At the same time, in 2019, the total amount of
taxes, fees, and other payments paid to the state budget
amounted to UAH 107.4 billion, which is 13% of the total
amount of payments paid to the budget of Ukraine for the
corresponding year [22, p. 16-17]. In addition, one of the
groups of fiscal risks is fiscal risks associated with the activi-
ties of economic entities of the state sector of the country’s
economy [22].

In order to analyze the disclosure of the impact of
the pandemic on the activities of enterprises, the non-fi-
nancial reports of state-owned enterprises of Ukraine
were examined. It included the compliance of the content
of such reports with the minimum requirements for sus-
tainable development reporting, which can be taken into
account when determining indicator 12.6.1 “The number
of companies that publish reports on rational use of re-
sources” Sustainable development goals 12 “Responsible
consumption and production”.
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The compliance assessment of the data disclosed in
the non-financial reports of the investigated enterprises was
carried out following the Guidelines mentioned above. In the
economic sphere, eight indicators were evaluated, the main
of which are reflected in the annual financial and statist-
ical reports of enterprises, in particular, income (revenue),
added value, the total amount of taxes paid, payments to the
state, and others. The Guidelines provide for the assessment
of 11 environmental indicators. The most acceptable for the
surveyed enterprises were those that characterize: efficien-
cy of energy and water use, volume and structure of waste,
emissions of greenhouse gases, etc. In the social sphere of
Management, seven indicators are defined. It assesses gen-
der and social equality, spending on human capital develop-
ment, and maintaining staff health and safe working con-
ditions. Concerning the institutional component, out of the
seven indicators of the Guide, the most significant amount
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of disclosure was noted regarding the level of combating cor-
ruption and bribery and the quality of corporate governance.
The results of the assessment of compliance of the

data disclosed in the non-financial reports of the investi-
gated enterprises with the minimum requirements for re-
porting on sustainable development, which can be taken
into account when determining indicator 12.6.1, showed
the following:

- 46% of non-financial reports meet the minimum re-
quirements for disclosure of economic issues;

- 39% of non-financial reports meet the minimum re-
quirements for disclosure of environmental issues;

- 40% of non-financial reports meet the minimum re-
quirements for disclosure of social issues;

- 21% of non-financial reports meet the minimum
requirements for disclosure of issues of an institutional
nature (Fig. 1).

40%

21%

Social issues Institutional issues

Compliance of non-financial reports, %

Figure 1. Results of the assessment of compliance of non-financial reports of the TOP-100 state-owned enterprises of Ukraine
with the minimum requirements for disclosure of information about the contribution to the achievement
of the Sustainable Development Goals

Source: [5]

The obtained results of the study of the practice of
non-financial reporting serve as another argument in fa-
vour of the development and introduction into the report-
ing practice of enterprises of a list of additional indicators

for inclusion in the management report in terms of disclosing
information about the impact of COVID-19 on the activities
of business entities and their contribution to countering
the spread diseases (Table 1) [4; 5].

Table 1. Recommendations for disclosing information about the impact of COVID-19 on the activities of enterprises in the
management report

Directions of information
formation in the
management report

Suggestions for inclusion of additional indicators

Liquidity
and liabilities

1. The indicator “Expenditure on investment projects, the implementation
of which is suspended due to COVID-19”.
2. The indicator “Volume of credit resources attracted by the enterprise during the COVID-19 pandemic”.
3. The indicator “Forecast change in cash flows during the COVID-19 pandemic. Directions of
information formation in the management report”.

Research
and innovation

1. The indicator “Amount of expenses aimed at measures to overcome the COVID-19 pandemic at the
2. The indicator “Amount of expenses incurred in support of research and development in combating

3. The indicator “Amount of costs incurred to ensure digitization of business processes at the
enterprise in combating the spread of COVID-19”.

level of local communities”.

the spread of COVID-19”.
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Table 1, Continued

Directions of information
formation in the
management report

Suggestions for inclusion of additional indicators

Social aspects and
personnel policy

1. The indicator “Frequency of cases of employees falling ill with COVID-19”.
2. The indicator “Amount of expenses for the payment of sick leave incurred during the COVID-19 pandemic”.
3. The indicator “Amount of costs incurred to create safe working conditions in the context of

4. The indicator “Amount of expenses related to the payment of fines for improper working conditions

5. The indicator “Amount of expenses incurred for additional employee health insurance (life insurance)”.
6. The indicator “Duration of employee training on countermeasures against COVID-19”.
7. The indicator “Duration of a remote form of work of employees in the conditions of COVID-19, hours/week”.
8. The indicator “Level of introducing a remote form of work, %”.
9. The indicator “Staff reduction ratio, %”.

combating COVID-19”.

in combating COVID-19”.

Source: [3; 5]

The expected results from the introduction of the
proposed list of key indicators that characterize the impact
of the coronavirus disease pandemic on the activities of
enterprises:

- increasing the comparability and transparency of en-
terprise reporting (for different periods, between enterprises
within the same industry);

- implementation through the inclusion in reporting of
sustainability indicators for monitoring the achievement
of the Sustainable Development Goals at the national and
global levels;

- disclosure of information regarding the impact of
COVID-19 on the activities of enterprises.

It is also worth noting that the introduction of pro-
posals for improving the regulatory support for the prepa-
ration of non-financial reporting, in particular, the man-
agement report, according to the presented approach, does
not cause complications in the enterprise’s activity and
management. The sources of the proposed financial and
non-financial indicators can be accounting data, financial,
statistical [23], tax reporting, and other documents. We note
that the justification for the choice of areas for additional
disclosure of information in non-financial reporting was
also based on the “cost-benefit” ratio principle and did not
involve the imposition of additional burdens or obligations
on the preparers of the statements.

DISCUSSION

The research was based on existing global approaches to
the preparation of non-financial reporting of economic en-
tities and ensuring its quality: the IMF document “Fiscal
Transparency Handbook”, the UK initiative for small and
medium-sized enterprises “COVID-19 Business Interruption
Loan Scheme (CBILS)”, the Extractive Industries Transpar-
ency Initiative (EITI), the initiative “Publish what you pay”,
the documents of the Intergovernmental Working Group
of Experts on International Accounting and Reporting
Standards of the UN Conference on Trade and Develop-
ment in the field of improving non-financial reporting of
enterprises and others.

The fundamental goal of the global movement “Pub-
lish what you pay” is to ensure transparency and account-
ability of enterprises engaged in extractive activities. The
thesis confirms this stated in the Agenda for 2020-2025 of
the mentioned Initiative, that the main efforts should be
directed to “identification and work on new and necessary

Economics of Development. 2021. Vol. 20, No. 2

types of transparency, for example, for the governments
of countries in order to inform communities about social,
environmental and the fiscal impact of new projects in the
field of mineral extraction” [9, p. 12]. In order to develop
this opinion, the research proposed and proved a hypothe-
sis regarding the relationship between the effectiveness of
fiscal risk management at the state level and the quality and
transparency of non-financial reporting of business entities
(reports on payments to the state, management reports).

CONCLUSIONS

As evidenced by the results of the discussion of the inter-
national expert community in the field of accounting at
the 38™ Session of UNCTAD ISAR, the primary tool for im-
proving the state of information disclosure in non-finan-
cial reporting can be the improvement of regulatory and
organizational support. Therefore, it is essential to include
in the agenda of state measures against COVID-19 the is-
sue of improving the non-financial reporting of enterprises
in terms of disclosing the impact of the pandemic on the
results of their activities.

The presented results of the study of the use of data
from non-financial reports of enterprises constitute the
methodological basis for monitoring the post-crisis recov-
ery of the activities of economic agents at the micro level
as one of the management measures aimed at minimizing
risks of a fiscal nature and increasing the transparency of
activities and accountability of business entities.

Novelty: in the course of the study, it was substanti-
ated that one of the information sources for decision-mak-
ing at the state level in terms of minimizing fiscal risks can
be data from non-financial reports of enterprises (manage-
ment reports, reports on payments to the state).

One of the critical areas of further research regard-
ing the quality of information support in state and corpo-
rate management is the determination of parameters of
economic activity using specific indicators with standard-
ized databases. As a result of the current economic crisis,
the trend of decline and recessions in the business activity
of subjects of the real sector of the economy differ from the
intangible spheres of creating added value. Therefore, the
fiscal aspects of non-financial reporting must be identified
with general assessments of the degree of business sustain-
ability and the potential for its recovery, taking into account
the differentiation of the features of business processes in
the uncertain circumstances caused by the pandemic.
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CeiTnaHa IBaHiBHa Bopo6ei
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30KpeMa B YaCTHHi ii GickaabHUX acreKkTiB: ABTOPOM OOGIPYHTOBAHO Ha OCHOBi pe3y/IbTaTiB aHATi3y HAYKOBUX ITyOITiKallii
Ta 3araJbHOBM3HAHUX M KHApOOHUX JOKYMEHTIB, IO 3aJIUINAIOTHCS HEBUPIMIEHMMM MUTAHHS BiZoOpaskeHHST TaHMUX
OO0 BIUIMBY HEBM3HAUEHOCTI HA JisTbHICTh CY0’€KTiB TOCIIONapOBaHHS. JJOBEIEHO, IO OMHMUM i3 iHCTPYMEHTIB 3aTyIeHHS
MiAMTPUEMCTBAMM JOJATKOBOTO (DiHAHCYBaHHS, CIPSIMOBAHOIO Ha JIiKBimanilo HacaigkiB BrumBy nmaHgemii COVID-19,
MO3Ke CIyTyBaTH sikicHa HediHaHCOBA 3BiTHICTh. Y CTATTi BUCBIT/IEHO pe3y/abTaTH MPOBENEHOro aHasi3y HediHaHCOBOI
3BITHOCTI Jlep>KaBHUX MiJIPUEMCTB Ha ITpeMeT BUSBIeHHS JaHUX I0A0 BIUMBY nangemii COVID-19 Ha iX gisyibHICTD Ta
Ha IIpeiMeT BiATOBiAHOCTI MepesliKy MOoKa3HMKIB 3BiTHOCTI 31 CTa/IOT0 PO3BUTKY, BU3HAUEHUX Y JOKYMeHTi «KepiBHULITBO
3 KJIIOYOBUX IMOKA3HMKIB 3BiTHOCTI MiAIIPUEMCTB LIO/I0 BHECKY Y OOCSITHEHHS 1lisieit cTamoro po3BUTKY», pO3p0O6I€HOMY
UNCTAD ISAR. B po60Ti 06rpyHTOBaHO, I110 OGHMUM i3 iHpOopMaLiitHIX Askepes MPUITHSITTS pillleHb Ha AepsKaBHOMY DiBHi B
yacTMHi MiHiMi3alii dickaqbHUX PU3MKIB MOKYTh CJIYTYBaTH JaHi HediHaHCOBMX 3BITiB MiAMIPUEMCTB (3BIT IIPO YIIpaBIiHHS,
3BiT IIPO IJIaTEXi Ha KOPUCTH AepskaB). OCHOBHI MeTOAM JOC/TiIKeHHS, BUKOPUCTaHi B po6OTi: 6ibioMeTpuuHMit aHAaTi3;
CUHTE3; CIIOCTePesKeHHSI
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