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Abstract

This research aims to analyze the implementation of green accounting in utility companies
in Indonesia, specifically through a case study of PT PLN (Persero). The objective is to
enhance understanding of how utility firms can incorporate environmental considerations
into their financial reporting and decision-making processes. Utilizing a qualitative case
study methodology, data was collected through interviews and analyzed thematically. The
findings indicate that PT PLN has successfully adopted green accounting practices,
progressing through the stages of environmental awareness, involvement, and reporting.
This implementation serves to uphold the company's legitimacy within society by
addressing pragmatic, normative, and cognitive aspects, despite its status as a
monopolistic electricity provider. PT PLN emphasizes its environmental and social
responsibilities while prioritizing customer satisfaction. The implications of this study
suggest that adopting green accounting can significantly enhance PT PLN's commitment
to environmental issues, fostering a more sustainable strategy and improving its public
image as a contributor to environmentally friendly industrial policies.
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1 Introduction

Environmental issues caused by companies have become a major concern in the last
decade (Zainab & Burhany, 2020). This has made companies increasingly focus on social
and environmental responsibility (Abdullah & Amiruddin, 2020). Sustainable
Development Goals (SDGs) are an important reference for companies in sustainable
development efforts through 17 goals that focus on the environment, social and economy.
In the effort to implement SDGs, accounting plays an important role through voluntary
disclosures in financial statements related to environmental costs (environmental costs or
green accounting) (Gray & Bebbington, 2001; Aniela, 2012). Green accounting is a
follow-up by companies from several SDGs points, such as SDG 12 (Responsible
Consumption and Production) which focuses on reducing emissions and effective use of
resources, and SDG 13 (Climate Action) which focuses on mitigating climate change.

The Indonesian government has regulations to regulate corporate responsibility in
environmental aspects in the form of Law No. 40 of 2007 concerning Limited Liability
Companies (UUPT). In addition, there is Government Regulation (PP) No0.47/2012 on the
Implementation of Corporate Social and Environmental Responsibility (CSR). Based on
existing regulations, social and environmental responsibility is a company obligation that
is carried out periodically and is accountable for its performance to stakeholders (Lako,
2015).

Legitimacy theory shows the existence of a social contract where companies are
responsible for the demands of society and the environment (Deegan, 2002). One way for
companies to maintain legitimacy is to carry out legitimacy communication strategies
(Dowling & Pfeffer, 1975), such as environmental disclosure in the form of implementing
green accounting as an effort to gain legitimacy (Gray & Bebbington, 2000). Green
accounting is a system for creating costs and obtaining environmental benefits and
providing information that helps managers evaluate, operate, control, decide, report, and
protect the environment (Rounaghi, 2019). Green accounting research has been heavily
based on legitimacy theory, and continues to be widely referenced, developed, and tested
in a large number of empirical studies (Deegan & Rankin, 1996; Patten, 2002; Wiseman,
1982) to explain corporate decisions regarding environmental disclosure. Green
accounting research on utility companies is necessary because of their role in providing
a range of services consumed by the public such as: electricity, natural gas, water,
telephone, transportation and others (Ebert & Griffin, 2015). Utility companies are
expected to play a key role as climate change objectives under critical scrutiny by
regulators and stakeholders (Slacik & Greiling, 2020). The implementation of green
accounting is an effective strategy to reduce the negative impact of utility companies on
the environment, as well as maintain the positive impact of utility companies on the
environment without sacrificing financial performance (Silva-Gao, 2012).
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Based on data from The International Energy Agency (IEA), Indonesia is ranked
6th globally to be the highest record by contributing energy sector emissions of 691.97
million tons of CO2 in 2022 since 1900 records. The largest contributor to Indonesia's
greenhouse gas emissions in 2022 is the exploitation of fossil fuels at 21.38%, following
in second place is the power generation sector, which produces 20.44% (Voaindonesia,
2023), where power plants in Indonesia are still under the control of PT PLN (Persero).

PT PLN (Persero) is a utility company that is the main provider of electricity in
Indonesia and is organized as a State- Owned Enterprise (SOE). During the New Order
era, SOEs implemented privatization policies towards strategic sectors, such as
telecommunications, electricity, water, coal, oil mining, and others. International
financial institutions such as the International Monetary Fund/IMF, the World Bank, and
the Asian Development Bank suggested the privatization of the electricity sector due to
the economic crisis faced by Indonesia, especially the power generation crisis being faced
by PT PLN (Persero) related to the provision of electricity for the community (Haidlir et
al., 2005).

PLN's journey during the New Order was inseparable from the IMF's involvement,
which was related to the purchase of powerthat was not in accordance with PLN's capacity
at that time due to mafia interference in the transaction. The IMF's role in asking
Indonesia to carry out structural reforms, including privatization and liberalization of the
energy market as a condition for providing financial assistance, caused PLN to experience
losses and difficulties in meeting national energy needs. Meanwhile, the involvement of
the mafia in the power purchase process by manipulating prices in order to gain more
profit, disrupted PLN's ability to meet national energy needs (Haidlir et al., 2005). In this
context, PLN was forced to purchase power from private producers that was cheaper, but
not in line with PLN's capacity, causing PLN to suffer losses and difficulties in meeting
national energy needs.

As the decades passed, PLN successfully transformed to achieve 20 gold Company
Performance Assessment Program (Proper) awards in 2023 which became a historical
record for PLN, organized by the Ministry of Environment and Forestry (KLHK). PLN
is committed to reducing emissions through various efforts, from decarbonization, the
addition of new renewable energy (EBT) based plants, to the use of co-firing technology
in PLTU (CNBC, 2023). In addition, PLN carries out sustainable empowerment in
accordance with SDGs and GCG, and encourages the implementation of green economy,
green industry, and green technology policies. PLN makes measurable efforts to use
resources efficiently (www.pln.co.id, 2022).

Therefore, it is important to implement greenaccounting so that the management of
costs aimed at the environment can be presented appropriately. Bela et al., (2023) state
that companies interpret green accounting as a toolto continuously improve performance
in preserving the environment, thereby improvingcompany performance. Al-Dhaimesh,
(2020) found that green accounting has a significant effect on the company's economic
value added (EVA), but the emission variable has a negative effect on EVA in the Qatar
Stock Exchange banking sector.
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Chairia et al. (2022) state that green accounting is very helpful in the business
evaluation process,such as analyzing waste problems. Environmental cost reports can
assist stakeholders in evaluating environmental preservation and more efficient
environmental management. This is supported by Trisnawati et al. (2022) that the
application of green accounting affects the increase in profits, with other benefits, namely
reduced insurance costs and capital costs can reduce total production costs, potentially
increasing profits and increasing business continuity. Alrazi et al. (2011) examined
environmental reporting in electricity companies from several countries using legitimacy
theory, finding that there isa positive relationship between environmental performance
and environmental reporting.In Eastern Europe, Meyer & Pac (2013) examined state-
owned energy power plants, revealing that it is important to pay more attention to the
environment and make efforts to reduce emissions in state-owned electricity companies.
Silva-Gao (2012) provides evidence that companies with lower levels of greenhouse gas
emissions are more likely to report the amount of environmental capital costs in electric
utility companies in the United States. Based on the explanation above, it is very
important to analyze the implementation of green accounting in utility companies,
especially PT PLN (Persero) because it plays a vital role in supplying electricity and is
responsible for the environmental impact of its operational activities (Afni et al., 2020).

This research can provide insight into why and how utility companies can
implement green accounting in integrating environmental considerations into financial
reporting for the decision-makingprocess.

2 Legitimacy Theory
Legitimacy theory, according to Suchman (1995) is a theory that explains how companies
maintain survival by accepting and enabling community support. Dowling & Pfeffer
(1975) revealed that legitimacy is a condition or status that exists when an entity's value
system is congruent with the value system of the wider society in which the entity is
located. The legitimacy community seeks to validate and evaluate the congruence
between an organization's activities and its legitimacy claims in order to bring the
organization closer to achieving its legitimacy claims (Scott, 1977; Scott & Meyer, 1991).
A company may draw attention to positive news or offset negative news (poor
environmental performance) through positive environmental mental disclosure and
mitigation efforts (Patten, 2002; Rahman et al., 1991). (Patten, 2002; Rahman et al.,
2019).Referring to various legitimacy literatures, Black (2008) articulates three forms of
legitimacy claims. The first is pragmatic legitimacy, where individuals or social groups
feel that the organization will pursue their interests directly or indirectly. The second is
normative (moral) legitimacy, where individuals or social groups view the organization's
procedures and/or goals as morally appropriate. The third form of legitimacy can be
cognitive-based, which is when an organization is accepted as necessary or inevitable.
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In the case study of PT PLN (Persero) in this research, although cognitive
legitimacy is deeply rooted and unavoidable, it requires further intervention with the
consideration that PLN is the only organization that controls the electricity sector. In
addition, pragmatic and normative legitimacy claims require further evaluation from
stakeholders because in the real world there are many legitimacy claims. Black (2008)
argues that organizations are not only passive recipients of legitimacy evaluations from
their constituents, but can also play an active role in building their legitimacy claims.

2.1 Legitimacy in Green Accounting

Green accounting research has been heavily grounded in legitimacy theory and continues
to be widely referenced, developed, and tested across a large number of empirical studies
to explain corporate decisions regarding environmental disclosure (Deegan & Rankin,
1996; Patten, 2002; Wiseman, 1982). Suchman (1995) revealed that moral legitimacy
reflects a positive normative evaluation of the organization and its activities.

Green accounting is a system for creating costs and obtaining environmental
benefits and providing information that helps managers evaluate, operate, control, decide,
report, and protect the environment. (Rounaghi, 2019). Green accounting activities are
also described as environmental accounting by collecting, analyzing, assessing, and
preparing environmental and financial data reports with the aim of reducing
environmental impacts and costs. (Aniela, 2012; Cohen & Robbins, 2011; Maunder &
Burritt, 1991). Gray et al. (1995) suggest that green accounting can play an important role
in helping organizations develop their environmental agenda and help negotiate the
meaning of the natural environment for the organization.

Jahamani (2003) revealed the stages of green accounting implementation that
include three progressive levels suggested by Teoh & Thong (1984) in terms of a
company's environmental responsibility, namely its attention to environmental awareness
(environmental problems), environmental involvement (involvement in environmental
problems), and environmental reporting (reporting on environmental problems).

Legitimacy theory emphasizes the importance of a company to have alignment with
society and operate in accordance with social norms because conformity with social
norms can make the company more legitimate. (Deegan, 2004). In green accounting
research, legitimacy can be considered as equalizing public perceptions of companies that
implement environmental accounting practices with prevailing social norms. (Chamorro
Gonzalez & Herrera Mendoza, 2021). Therefore, companies that implement green
accounting can gain legitimacy from society and can be accepted by the environment in
which the company is located and can continue to be sustainable (Qureshi et al., 2021).
(Qureshi et al., 2012). Thus, legitimacy theory plays an important role in understanding
how companies can gain legitimacy from society through green accounting practices.
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Research conducted by Gray et al. (1995) suggests that environmental accounting
can play an important role in helping organizations develop their environmental agenda
and help negotiate the meaning of the natural environment for the organization. Although
conventional accounting practices have little or no positive influence on this process,
Gray et al. (1995) found that environmental accounting can assist organizations in the
change towards sustainability. Gray & Bebbington (2000) suggested that the development
of green accounting can help organizations to develop more sustainable and socially and
environmentally responsible business practices.

Based on previous research, green accouting is seen as an important instrument to
gain better knowledge about the role of companies in the economy in terms of
environmental safety and citizen welfare. In general, green accounting is applied by
companies that already have interest and attention to environmental sustainability,
ecoefficiency, ecoeffectiveness, sustainability, and apply it in strategic management
directly using various marketing tools (Cohen & Robbins, 2011). (Cohen & Robbins,
2011).

Research conducted by Beer & Friend (2006) proved that disclosure of
environmental costs, both internal and external, as well as allocating costs according to
the type and cost drivers through structured environmental accounting can improve
environmental performance. Stanojevi¢ et al. (2010) in their research on green accounting
for greener energy briefly presents software that introduces green accounting principles
into the investmentappraisal process, with the aim of encouraging investment into
renewable energy. His research found that the wider application of green accounting
standards can encourage unprecedented growth in the renewable energy sector so that it
will make renewable energy investment more attractive to investors.

Research conducted by Alrazi et al. (2011) examined environmental reporting in
electricity companies from several countries using legitimacy theory, and found that there
is a significant positive relationship between environmental performance and
environmental reporting. On the other hand, Meyer & Pac (2013) (2013) examined
similar issues in state-owned energy power plants in Eastern Europe and revealed that it
is important to pay more attention to the environment and make efforts to reduce
emissions in state-owned electricity companies. Silva-Gao (2012) provides evidence that
companies may disclose environmental capital expenditures to provide information to
investors about proactive environmental strategies in electric utility companies in the
United States, the results show that companies with lower levels of greenhouse gas
emissions are more likely to report the amount of environmental capital costs.

The implementation of green accounting has been carried out by various
organizations and companies, but previous research related to the implementation of
green accounting in utility companies is still very limited, especially in Indonesia, so
further research to explore the implementation of green accounting in utility companies
is urgent to do because it plays an important role in meeting the needs of society at large.
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3 Research Methods

This research uses a case study approach at PT PLN (Persero). Case studies are more
useful in answering "how" and "why" questions and are also important for understanding
the deep processes that occur in a particular case (Bryman & Bell, 2011; Scapens, 1990).
This aligns with the research questions raised in this study, which seeks to explain why
and how green accounting is implemented. This research collects data through semi-
structured interviews. For secondary data, the author reviews documents containing
information about the implementation and reporting of green accounting such as annual
reports, financial reports, sustainability reports, and several other documents.

In this study, a total of twelve respondents were interviewed, all of whom occupy
positions pertinent to strategic decision-making. The respondent comprised an Executive
Vice President, four Vice Presidents, and seven Division Managers. This diversity of
roles within the sample offers a broad spectrum of perspectives, effectively capturing both
high-level strategic vision and operational considerations. Furthermore, the relevance of
these positions is critical for assessing representativeness within the context of the
industry or organization under study, as the prevalence of such roles can significantly
enhance the generalizability of the findings.

In addition, the author explores information related to green accounting through
literature studies from articles, books, and the PT PLN (Persero) website. This research
data was tested with validity and reliability to maintain the quality of the data obtained
and then analyzed using thematic analysis techniques, which is the process of identifying,
analyzing, and reporting the patterns contained in qualitative data, then presenting it in
detail and completely (Braun & Clarke, 2006).

4 Results and Discussion

4.1  Why Green Accounting is Implemented in Utility Companies in Indonesia

Jahamani (2003) emphasizes the importance of integrating environmental aspects in the
accounting process to increase transparency and corporate responsibility for the
environment. Legitimacy theory Black (2008) explains that companies use various
strategies to gain legitimacy from all stakeholders. These strategies include transparent
reporting, involvement in social activities, and disclosure of appropriate information. In
this effort, PLN has made several efforts in engaging in environmental and social
activities, as well as voluntarily disclosing and reporting related matters.
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PT PLN (Persero) already has an awareness of the importance of the environment. This
result is shown by the existence of bulletins, workshops, and competitions in each
division regarding the environment in the internal company, as well as by involving
stakeholders to take part in the development of EBT in the external company. PLN's
involvement in efforts to deal with environmental problems that are part of the
implementation of green accounting such as making energy transitions, handling
environmental problems through carbon trading and renewable energy certificates,
replacing plants that use fossils, coal and diesel to switch to plants with EBT. In addition,
PLN also formed special divisions such as the ESG, SR (sustainability reporting), and
TEK (energy transition and sustainability) divisions that focus more on managing
environmental issues. As a proof of green accounting implementation, PLN has also
conducted reportingrelated to various efforts made by the company for the environment
and society in the form of ESG, SR, and TISL reporting. In 2024, PLN will begin
shadowing environmentalreporting in accordance with the recently issued IFRS S1 and
S2. Thus, the implementation of green accounting can be considered as a way for
companies to gain legitimacy from various parties, including the community,
government, and environmental organizations.

The implementation of green accounting by PLN is important because it helps
companies improve their social responsibility and transparency, which is very important
to maintain legitimacy in the eyes of the public and other stakeholders. As the only
electricity provider in Indonesia, PLN must be able to play a role in handling
environmental issues. In addition, the implementation of green accounting allows PLN to
create a better strategy in dealing with environmental issues, which is very relevant inthe
context of PLN, which is engaged in the energy sector where the sector is one of the
largest carbon emitters. Green accounting also helps companies create a better image in
the eyes of the community that can support the sustainability of the company and make it
easier to obtain capital from various parties such as green programs funded with green
funding. By identifying, measuring, and disclosing the indirect costs and benefits of
corporate activities that impact the environment, green accounting helps companies to
reduce negative impacts on the environment. Green accounting ensures that companies
present relevant, reliable, transparent, and comparable information, which is critical to
maintaining legitimacy in the eyes of the public. By implementing green accounting, PLN
can maintain its legitimacy by demonstrating a serious commitment to environmental and
social responsibility, which is crucial in a business context that is increasingly focused on
sustainability.
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The implementation of green accounting at PT PLN (Persero) aims to address social
environmental issues that have an impact on sustainable development in any country and
influence corporate behavior in dealing with issues of social and environmental
responsibility. The main objective of green accounting is to provide information about
the company's operational performance based on protection and concern for the
environment, as well as determining the environmental costs associated with the
company's activities. In addition, the implementation of green accounting aims to increase
the company's awareness and involvement in environmental issues, as well as increase
transparency and accountability in reporting costs and various environmental activities
carried out by the company.

4.2  How to Implement Green Accounting in Utility Companies in Indonesia

Legitimacy theory asserts that companies continue to strive to ensure that operational
activities run within the framework of norms that apply in the environment where the
company is located, and ensure that company activities are accepted by outsiders as
legitimate. (Deegan, 2004). PT PLN (Persero) as a company that controls the electricity
industry market in Indonesia has an awareness that its obligation is not only to provide
electricity services which are public utility products, but also has an obligation to maintain
environmental conditions and the social community where the company is located so that
the company remains well received.

Based on the form of legitimacy claims put forward by Black (2008). The first is
pragmatic legitimacy, which means that individuals or social groups feel that the
organization will pursue their interests directly or indirectly. In the implementation of
green accounting in PLN, pragmatic legitimacy carried out by PLN is illustrated in the
form of programs carried out by PLN in an effort to deal with environmental problems.
Directly it becomes the company's interest as a form of responsibility for its concern for
the community and the environment in which the company's operations run. Indirectly, it
becomes the company's long-term goal in shifting fossil energy, coal that causes pollution
towards new renewable energy that is more environmentally friendly, and contributes to
the SDGs goals to jointly protect the environment.

In addition, there is normative (moral) legitimacy, where individuals or social
groups view organizational procedures and/or goals as morally appropriate. In
implementing green accounting, PLN with its vision to become the leading electricity
company in Southeast Asia and the customer's choice for energy solutions, makes various
efforts such as waste management, reducing pollutants in operations so as not to damage
the environment and disrupt community conditions. The implementation of TJSL by PLN
is one of the programs that has a good impact on the community. The shift to the use of
EBT is also a manifestation that PLN is trying to provide the best service so that the
community's need for electricity is met without sacrificing environmental interests.
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In cognitive-based legitimacy, when an organization is accepted as necessary or
inevitable. PLN, which is a state-owned company as the only utility company that
provides electricity in Indonesia, will always be considered necessary, important, and
unavoidable. The need for electricity, which has become a basic need of today's society,
makes the community or stakeholders accept the existence of PLN. Although the
existence of PLN is monopolistic as the only electricity company in Indonesia, this is one
of'the government's policies to maintain and control that people's needs for electricity can
be met properly.

The PLN 2023 consumer survey by Bank Indonesia indicated that consumer
confidence increased towards Indonesia's economic conditions, with the acquisition of
the Consumer Confidence Index (CCI) of 123.8, or slightly higher than the previous
month of 123.6. The increase in consumer confidence in the final position of 2023 was
supported by the strengthening of the Current Economic Conditions Index (CCI). (PLN,
2023). PLN as an electricity monopoly company has a greater responsibility in
maintaining its legitimacy. Customer satisfaction is a reflection that the community
believes that the company's operations are run properly. Activities that are not transparent
or not in accordance with prevailing values can threaten legitimacy so that consumer
satisfaction and confidence must be prioritized.

Legitimacy theory states that companieshave a contract with society to conduct
activities in accordance with the values of justiceand how companies respond to various
interest groups to legitimize the company's actions. This ensures that the company operates
in a balanced manner and does not violatesocietal norms (Suchman, 1995). (Suchman,
1995). In maintaining cognitive legitimacy, companies can build communication
relationships between organizations and their socialenvironment, one of which is through
the application of green accounting. The implementation of green accounting by PLN is
one of the company's tools or strategies in communicating its environmental performance
to stakeholders. This can increase public trust in the company's operations which are seen
as responsible so that it helps thecompany maintain its legitimacy.

The implementation of green accounting can improve the company's environmental
performance which in turn can improve financial performance. This needs to be done
because companies can identify and reduce environmental costs and improve
environmental quality. (Hamidi, 2019). Green accounting is also a form of corporate
social responsibility. Companies can carry out activities such as environmental cleanup,
health education, etc., which can improve the company's social image and strengthen its
social responsibility. (Arjuni et al., 2020).

In implementing green accounting, according to Jahamani (2003). There are three
progressive stages related to corporate environmental responsibility, including
environmental awareness, which is defined as the company's attention to environmental
issues, environmental involvement, which is the company's involvement in environmental
issues, and environmental reporting, which is the reporting of environmental issues that
have been carried out by the company. Based on the interview data obtained, each
subtheme related to green accounting will be explained as follows.
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Environmental Awareness

One of the first stages of green accounting implementation is environmental awareness,
which is defined as the awareness, concern, and attention that the company has to
environmental issues. The results of the interview analysis show that PLN as a utility
company that monopolizes the electricity industry in Indonesia has a high level of concern
and awareness of the importance of the environment. This awareness and concern for the
environment is instilled in all internal layers of the company with various supporting
programs, such as bulletins, workshops, and competitions in each division.

Apart from the internal side of the company, environmental concerns carried out by
PLN are ESG reporting and also climate risk reporting. PLN realizes that environmental
issues are a corporate obligation so that it makes this a corporate goal that must be
prioritized. As a utility company whose role is to meet the electricity needs of the entire
community, PLN is not only oriented towards meeting the need for electricity. PLN also
has an orientation to fulfill SDGs (sustainable development goals) such as clean and
affordable energy and climate action.

It is expected that PLN will have a positive effect on the community through the
implementation of TJSL. PLN will get full support from the community, and the
community will be able to feel PLN's concern in the midst of its social environment. The
awareness of the importance of handling environmental problems is also shownby PLN
through the energy transition carried out which focuses on EBT (new renewableenergy)
and begins to switch to non-fossil energy such as biomass and biodiesel. PLN also invites
its stakeholders to raise awareness of environmental issues.

Awareness of the importance of handling environmental problems owned by
companies must be encouraged by the integration of environmental policies. This is in
line with the contextual view conveyed by Yakhou & Dorweiler (2004) regarding the need
for integration of environmental policies with business policies and the role of accounting
in supporting corporate environmental strategies and corporate business strategies related
to environmental issues.
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Environmental Involvement

The second stage of green accounting implementation, namely environmental
involvement, is an action or effort taken by the company to be involved in handling
environmental problems, either directly or indirectly. In the involvement of handling
environmental issues, PLN has made various efforts either directly through various
programs and activities carried out, or indirectly through programs, policies, and others.
PLN has a vision, one of which is to make an energy transition. PLN's involvement in
addressing environmental issues is also carried out through carbon trading, renewable
energy certificates, and various efforts to reduce pollution caused by PLN operations such
as the use of tools to reduce air and water pollution by power plants. Climate change
management carried out by PLN leads to energy transition which is budgeted annually
and becomes a long-term goal in replacing plants that use fossil fuels, coal, and diesel to
switch to plants with renewable energy.

PLN's renewable energy completion target in 2024 reached 16% of capacity, and is
targeted to reach 75% by 2040. In the green strategic goal, PLN has realized the
transformation aspiration of developing EBT power plant capacity to reach 8.8 GW from
the target of 18 GW in 2025 or 12.04% of the total generating capacity in the PLN system.
This is supported by the increased operation of 28 new EBT plants, with an installed
capacity of 4,210 MW of new renewable energy electricity (hydropower, PLTM,
PLTMH, PLTP, PLTS, PLTB, PLTBM) in 2023. (PLN, 2023). Total KWh production of
new renewable energy electricity in 2023 amounted to 17,921.62 GWh or reached 12.06%
of total electricity production in 2023. In 2023 PLN achieved a customer satisfaction
index of 98.02%, an increase from 2022 which amounted to 97.41%.

PLN's programs have focused on the green program, which focuses on the
development of power plants that use new renewable energy such as hydropower, solar
power, and PLTP, supported by special financing called green funding. PLN is also
switching to various energy pollutants such as biomass, biodiesel, biothermal, hydrogen,
and others.

PLN has also established special divisions that manage the environment in general,
such as the ESG division, SR (sustainability reporting), and TEK (energy transition and
sustainability) which are more focused on environmental issues. The company takes part
in saving and managing the environment well so that it is not polluted from various
company operational activities. The use of renewable energy plants also continues to be
gradually carried out, as well as retiring power plants that use fossil materials and coal.
PLN has invested in renewable energy, and started to participate in the implementation of
IFRS S1 and S2, which are global sustainability reporting standards issued by the
International Sustainability Standards Board (ISSB). They are designed to provide a
uniform and global basis for reporting environmental, social, and governance-related
information, and meet the needs of investors. This can support the sustainable linked loan
for PLN.
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Research Meyer & Pac (2013) which compares private and state-owned utilities in
the European Union states that state-owned power plants produce greater emissions than
private ones and are less involved in efforts to reduce emissions. This is different from
PLN with the same position, namely as a state-owned power plant, which continues to
reduce emissions produced with various programs and strategies. This is one of the ways
PLN maintains its legitimacy. As the only utility company providing electricity in
Indonesia, PLN has a big responsibility in its involvement in managing environmental
issues so as not to violate the norms and values that exist in the community, and fulfill its
obligations to stakeholders in ensuring business continuity.

PLN's involvement in environmental issues is inseparable from the existence of
applicable government regulations and policies, one of which is Ministerial Regulation
No. 2 0f 2024 concerning Rooftop Solar Power Plants connected to the electricity network
of holders of electricity supply business licenses for the public interest issued by the
Ministry of Energy and Mineral Resources (ESDM). However, it is not free from negative
criticism, among others, related to the elimination of the net-metering scheme, which is
considered unfavorable to household customers and small businesses. Net-metering helps
improve the economic viability of rooftop solar systems by accounting for excess
electrical energy as a reduction in electricity bills. While rooftop PV is effective in
encouraging renewable energy investment, an ongoing evaluation of this regulation is
needed to determine its effectiveness in encouraging the utilization of new renewable
energy (NRE). IESR considers that the elimination of net-metering will make it difficult
to achieve the 23% renewable energy target by 2025. In addition, the investment cost per
unit kilowatt-peak of rooftop solar power plant is higher without net-metering and the cost
of batteries is still relatively expensive. This can reduce the economics of rooftop solar
systems, especially in the household segment which generally experiences peak loads at
night. This regulation aims to improve the governance of environmentally friendly solar
energy utilization on rooftop solar power plants that are used for their own purposes.
However, it should be noted that high investment costs and unfavorable returns may
hinder the use of rooftop solar power systems by the public.

PLN has made various efforts related to its involvement in dealing with
environmental issues such as the transition to using EBT. In line with what was stated by
Stanojevi¢ et al. (2010), the first step towards the widespread use of renewable energy
sources and environmental preservation is to adopt green accounting. In addition,wider
adoption of green accounting standards will encourage unprecedented growth in the
renewable energy sector as this will make renewable energy investments attractive to
investors.
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Environmental Reporting

The third implementation of green accounting is characterized by the existence of
reporting by companies related to handling and efforts on environmental issues or can be
referred to as environmental reporting. As part of a state-owned enterprise and the main
utility company providing electricity services, PLN has conducted various reports on
activities, programs, and efforts made in handling environmental issues. The report is in
the form of ESG reporting, TJSL, and also SR (sustainability reporting).

With the issuance of IFRS S1 and S2, PLN has new reporting responsibilities that
must follow these provisions. IFRS S1 focuses on general disclosures of financial
information related to sustainability. The objective is to provide general-purpose users of
financial statements with useful information for decision-making regarding the provision
of resources to the company. IFRS S1 requires companies to disclose information about
sustainability-related risks and opportunities that may affect their cash flow, access to
finance or cost of capital in the short, medium or long term.

Meanwhile, IFRS S2 focuses on climate change-related disclosures. IFRS S2
requires companies to disclose information on governance, strategy, and risk
management, as well as metrics and targets, on climate change-related risks and
opportunities. Climate-related opportunities refer to potential positive impacts arising
from climate change for companies, such as opportunities to develop new products or
capture new business.

Although IFSR S1 and S2 have not been published for a long time, the briefing
provided by IAI (Indonesian Accountants Association) and by using the services of a
consultant is a provision for PLN to start implementing and reporting in accordance with
these regulations or can be called shadowing. With the leading steps taken by PLN
through the help of consultants in preparing the appropriate framework, this encourages
PLN to report on better environmental issues so that it can meet stakeholder expectations
for the environmental performance that has been carried out by PLN so that information
related to energy transition efforts made by PLN as a form of concern and involvement
in dealing with environmental problems can be conveyed properly to stakeholders.

In addition to ESG reporting, PLN also reports on its efforts in environmental issues
in the sustainability report or SR. In the report, the company tries to report information
related to environmental aspects such as greenhouse gas emissions, non-GHG emissions
(greenhouse gases), related to water, air, waste management, and others.

Reporting related to environmental information that has been carried out by PLN
through SR and TJSL can describe environmental performance in a positive direction.
This is supported by the findings of Alrazi et al. (2011) which shows that there is a
significant positive relationship between environmental performance and environmental
reporting carried out by the company. Silva-Gao (2012) also revealed that companies with
superior environmental performance use disclosure to communicate their superior
performance to investors. In addition, companies disclose environmental information to
legitimize regulatory and compliance issues.
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The discussion on how the implementation of green accounting in utility companies
in Indonesia with a case study on PT PLN (Persero) is as follows. In implementing green
accounting, PT PLN (Persero) already has a high awareness of the importance of the
environment. This is indicated by various efforts that have been made by PLN both
internally to the company such as bulletins, workshops, and competitions in each division
regarding the environment, as well as externally by involving stakeholders to take part in
the development of EBT. PLN's involvement in efforts to deal with environmental
problems is part of the implementation of green accounting such as making energy
transitions, handling environmental problems through carbon trading and renewable
energy certificates, replacing plants that use fossils, coal and diesel to switch to plants
with EBT. In addition, PLN also formed special divisions such as the ESG, SR
(sustainability reporting), and TEK (energy transition and sustainability) divisions that
focus more on managing environmental issues.

As a form of green accounting implementation, PLN has also conducted reporting
related to various efforts made by thecompany for the environment and society in the form
of ESG, SR, and TJSL reporting. The implementation of green accounting by companies
start from awareness of environmental issues and must be reflected in involvement and
reporting related to environmental issues (Jahamani, 2003). This is a strategy carried out
by PLN in maintaining its legitimacy in the community in the form of information
transparency through reporting on environmental activities that have been carried out.

This table provides a comprehensive overview of the indicators related to the
implementation of green accounting at PT PLN (Persero), highlighting current statuses
and future goals aimed at enhancing environmental performance and corporate

responsibility.

Tabel.1 Sumary of the Result

Indicator Description Current Status Future Goals
s .. . Continuous internal
. Company’s recognition and High awareness
Environmental b engagement and
concern for environmental through workshops .
Awareness . . community awareness
issues. and bulletins.
programs
Actions taken to address Tarceting 16%
Environmental environmental issues, setng 0 Achieve 75% renewable
. . renewable energy .
Involvement including renewable energy . energy capacity by 2040.
s capacity by 2024.
nitiatives.
Carbon Trading Par_t1c1pat10n in carbon Active involvement Expan(_i participation and
e e trading schemes to offset . . effectiveness of carbon
Initiatives . in carbon trading. . .
emissions. trading strategies.
P, Reporting on environmental, Conducting ESG Align with IFRS S1 and
Sustainability - . . S2 standards for
X social, and governance (ESG) and climate risk
Reporting impacts reportin enhanced transparency
pacts. portng. by 2024.
Renewable Total production from 12.06% of total Increase to targeted
renewable sources as a -
Energy ercentage of total clectricit electricity levels as per future
Production p g Y production in 2023.  renewable energy goals.

production.
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5.  Conclusion

The research focused on the implementation of green accounting at PT PLN (Persero), a
utility company in Indonesia. It revealed that PLN has progressed through stages of
environmental awareness, involvement, and reporting, aligning its operations with
sustainability goals and addressing pollution while transitioning to renewable energy.
PLN's initiatives, including waste management and Corporate Social Responsibility
(CSR) programs, demonstrate its commitment to environmental accountability and social
welfare, reflecting its moral legitimacy despite being a monopolistic electricity provider.
The study suggests that to further enhance its green accounting practices, PLN should
integrate financial and environmental reporting to improve transparency and
performance, thereby fostering public trust and reinforcing its reputation as a socially
responsible entity.
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