Contents

List of abbreviations v
List of boxes vii
List of figures vii
About the author ix
About Forum for the Future X
Foreword from Rt Hon Michael Meacher MP, Minister

of State (Environment) xi

Accounting for environmental sustainability —
taking nature into account

1 Overview . 3
2 What is environmental accounting? 4
2.1 Internal environmental cost accounting 7

2.2 External cost accounting

— internalising environmental externalities 15
3 The business case 18
4 The benefits of reporting 20

Methodology — estimating a company’s
environmentally-sustainable profits

1 Overview 25
2 Aims and objectives of the methodology 26

3 The sustainability cost estimate — what does it actually mean? 27

4 How to get started 29
4.1 System boundaries

- the application of the polluter pays principle 33

4.2 Sustainability targets and closing the ‘sustainability gap’ 35

4.3 ldentification of impacts 36



4.4 Valuation of environmental impacts
- avoidance and restoration costs

4.5 Individual cost line entries
- estimation and worked examples
5 Impacts to air
5.1 Direct energy use: electricity consumption
5.2 Direct energy use: gas consumption
6 Direct production-related emissions
7 Transportation
7.1 Company cars
7.2 Haulage/distribution
7.3 Third party carriers
7.4 Aviation
8 Impacts to land
8.1 Disposal of waste to landfill
8.2 Contaminated land
9 Impacts to water
10 Providing for the restoration of natural capital

11 Conclusions

References and further information

Selected references and other sources of information

Appendices

Appendix 1 Disentangling the definitions
Sustainability and sustainable development
Appendix 2 The Forum’s Five Capitals Model
Appendix 3 Data Entry (Green) Sheets
Appendix 4 Pro-forma expense form

38

40
40
40
42
42
43
43
43
46
46
47
47
49
50
56
57

63

69
71
73
81



List of boxes

Box 1:

Box 2:

Box 3:

Box 4:

Box 5:

Box 6:

The mainstreaming of environmental and
sustainability issues — implications

for directors and investor relations

The maintenance of natural capital:
something is missing from corporate accounts
Overview of the Global Reporting Initiative
(GRI) Sustainability Reporting Guidelines
The use of avoidance and restoration costs
in the valuation of environmental effects
Accounting for the environment

— the experience of BSO Origin and
Landcare Research (New Zealand) Ltd

The environmental impacts associated with
the main gaseous emissions resulting from
manufacturing enterprises

List of figures

Figure 1:
Figure 2:

Figure 3:

Figure 4:

Figure 5:

Pro-forma Environmental Financial Statement (EFS)
The Dartford and Gravesham Special Project’s
Environmental Financial Statement

Anglian Water Services adjusted profit and loss
(highlights) for the three accounting

years ending 31 March 1999, 2000 and 2001
Pro-forma consolidated external environmental
cost accounts for A Company PLC

Wessex Water Services external environmental
cost accounts for the year to 31 March 2001

16

38

39

52

54

28

30

32



