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Summary

—inancial statements — income statements and
nalance sheets — are the basic metrics of
nusiness
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They are studied most carefully at times of
change — getting financing, mergers and
acquisitions, launching large projects

These times of change are the best times to
nelp the organization to more sustainable
orofitability

mproving the structure of financial statements
makes clear the path to sustainable profits

The Sustainability Reporting Guidelines
provide guidance for metrics
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Financial Statements

" Income Statement

— Historical summary
— Revenue — Expense = Profit

" Balance Sheet

— Snapshot in time
— Assets = Liabilities + Owner Equity
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"= | Income Statement for 200X
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Different types

i
of business use
EXPERSES different

Cost of Goods Sold .
categories

Labor
Materials
But the basics
remain the same

Utilities
Total COGS
Gross Margin
ales and Marketing
Administration
Facilities

| Materials] |
| GrossMargin | |
Salesand Marketing |
Faciles | |
ReD | 000000

TOTAL EXPENSES

GROSS PROFIT
Taxes
NET PROFIT
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@& Balance Sheet for 12/31/200X

| _
—Accounts Recevable] Assets
— Liabilities +
) R -

— Suang Equity
I — ) ”
TOTALASSETS T Goodwill” Is

the intangible
:

Accounts Payable | | difference
Short-Term Loans | X H
I I

CongTem | etween them
Vorgages | |

Long Term Loans | |

Pensions |

TOTAL LABILITES |

OWNERS EQUITY |
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What Should Sustainable Financia
>4 Statements Include?
A . L
= = " The categories of data are the critical iss
What gets measurexhd reportecgets

managed.

' So what are appropriate sustainabllity
metrics?

" In a world of competing arguments we ca
turn to recognized benchmarks for
sustainability measurement
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B al a n C e John Nalezny Corporation Balance sheet for Dec 31, 2007

ASSETS

S Trading securfies-at ki value (cost 145000) | i 153 000 !
Accounts Receiables 435 000
Less Alowance for doubtiul accounts 5 410 000 i
.. Imantofes
... Tomlcurrentassets = |
__._Long-term invastmants

e

"% b el

Total long-term Investments | $576,000
Property, plant, and equipment T e
Land 260 000
Building } 1040000 |
Less-accumulated depreciaton-busding 162 000 888 000
_Equipment 500,000
ccmuied deprecistion-ecupment | 60000 | Se0000 |

Total intangible assets
Taotal Assets

Current Liabilities | :
Accounts payable I 455 000
Avciuad habdlities g5 000

Short-term notes payable

lotal current liabilities

Long-term liabilities

_Motespayable | 900000
1,000, 000

_lese:Teepswystock F 1810000 0 ¢ BOsOOO ¢

Addifional paid-in capital i | #0000
Rtained eamengs 78,000

Total stockholder's aquity i | 967,000 |

Total liabilities and stockholder’s aguity. $3, 508,000 i
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The New Leader In
Sustainablility Reporting Guidance
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- What? -Sustainability Reporting

Guidelines

" Who? — CERES, UNEP, business,

government, labour, social,
environmental and accountancy groups.

" How? — multi-stakeholder dialogue
" 'Where? — more than 50 countries

Cleaner Production International LLC , Seat



e GRI brief history:
.9 & - conceived 1997 : CERES & UNEP
1stdraft Guidelines released 1999
formally launched 2002
Official recognition at WSSD
Amsterdam-based permanent Secretariat (Sept. 2002
2005+: Seek self-sufficiency through products and

services to CSR reporting organizations

multi-stakeholder:
10,000 strong network

500 active participants

20 nationalities Stakeholder Council
11 nationalities Board

10 nationalities staff
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“ Investors cannot make judgments about
the way business is managing
sustainability and corporate responsibility
Issues unless companies disclose relevant
Information.
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Overall, we view the GRI as setting the
global benchmark for disclosure and
encourage companies to produce reports
which are in accordance with the GRI
guidelines.”

SRI Annual Report, Henderson Global Investors, RI233
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The reporter’s navigation system:
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Relevance

Sustainability focus
Completeness
Stakeholder engagement
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Comparability
Accuracy
Auditability
Timeliness
Clarity
Balance

17/05/2005 Cleaner Production International LLC , Seat



- - PERFORMANCE INDICATORS

Economic: monetary flows - bought in goods and
services, payroll costs and benefits, taxation,
distributions, donations, indirect (macro economic)
Impacts (13 indicators — 10 “core”)

Environmental: materials, energy, water — use, waste
emissions, recycling, bio-diversity, suppliers, products
etc. (35 indicators — 16 “core”)

Social: employment practices and policies, collective
bargaining, health & safety, training and education,
diversity, human rights, bribery & corruption, etc. (49
Indicators — 24 “core”)
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- Indicators

: «Indicators are aligned with
' International standards—and
i adapted to GRI framework

= Indicators are grouped in
| terms of the three
dimensions of the
conventional definition of
sustainability—economic,
environmental, and social

Source: GRI Sustainability Reporting Guidelines, 2002

Direct Economic Impacts

Labour Practices and Decent Work

Human Rights

Product Responsibility

Customers
Suppliers
Employess
Providers of capital
Public sector

Materials

Energy

Water

Biodiversity

Emissions, efluents, and waste
Suppliers

Products and semvices
Compliance

Transport

Owerall

Employment
Labouymanagement relations
Health and safety

Training and education
Diversity and opportunity

Strategy and management

Non-discrimination

Freedom of association and collective bargaining
Child labour

Forced and compulsory labour

Disciplinary practices

Security practices

Indigenous rights

Community

Bribery and comuption
Political contributions
Competition and pricing

Customer health and safety
Products and semvices
Advertising

Respect for privacy

17/05/2005 C.ieé.né.r I5'foduction International LLC , 8eat
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Examples of Economic
Performance Indicators

" Total sales by market
' Goods, services purchased by country

"otal payroll & benefits by country
Taxes paid by country

" Infrastructure spending (e.g. schools,

roads)

Cleaner Production International LLC , Seat
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Examples of Social
Performance indicators

Workforce by country, type of employment
Employment creation & turnover

Percent union representation

Layoff notification policies

Health & Safety record

Hours training & education for employees
EEOQO policies

Child labor practices

Policies to evaluate suppliers/contractors
Political contributions

Customer safety & health

Cleaner Production International LLC , Seat




Examples of Environmental
Performance indicators
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Material usage

Waste by type and destination
Energy consumption

Renewable energy sources used
Water usage

Biodiversity indicators
Greenhouse gas emissions
Discharges to water

Significant spills of chemical, oll
Penalties paid

17/05/2005 Cleaner Production International LLC , Seat
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GRI Metrics

" The GRI provides guantitative measures for
all the sustainability indicators

" Most of them have deep background
technical guidance

They are continually debated and refined

The financial market users are striving for
consistency and consensus on the metrics

17/05/2005 Cleaner Production International LLC , Seat



22
GRI plus Financial Statements

" For most items on the iIncome statement anc
balance sheet there are relevant GRI
sustainability indicators

" These help us expand the categories on the
statements we can see where to measure
financial sustainability

17/05/2005 Cleaner Production International LLC , Seat
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Relevart Adicat'sLevd o
Assds $ Arourt GR! Vetrics Refarsto Egagement
Cah
Resporgle Investmans HRL Investmants sareened far good pradices il
aher 1
Tad Cash 2
Aooounts Recaivalde
Loca custoners E®, FR1 Loca supdliers used, Envirannentd inpects of produc 3
Green cLoErs ENDG, 27 Greenproduct aspects, recycled contert 1
Rebates/Refunds ENb Erergy savingg/sdesdue 1
Other ENIO Wéter savingsdue 0
Totd Axcts Rec 5




Relevant

Category F Amount GRI Metrics Rlefers to

REVENUES

Products

Sustainable Products EN26, EN27 Envir aspects of produ
By-Products EN2 Use of recycled materi
Recycling EN21, EN22 Waste generated and |
Carbon Credits EN16, EN17 Greenhouse gas emiss
Grants EC4 Grants from governme
Renewable Energy EN3, EN6 Energy sources, RE pr

TOTAL REVENUE

EXPENSES

Cost of Goods Sold

Labor: Living Wage

LA3, EC3, EC5, ECY7,

Benefits, pension cove

Labor: Low Wage

EC5

Entry wage vs local mi

Materials:Haz

EN1, EN24, PR3

Materials, haz waste, Ii

Materials:Local

EC6

Local suppliers
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Relevant Applicant's Level of
Assets 5 Amount GRI Metrics Rlefers to Engagement
Cash
Responsible Investments HR1 Investments screened for good practices 1
other 1
Total Cash 2
Accounts Receivable
Local customers EC6, PR1 Local suppliers used, Environmental impacts of product 3
Green customers EN26, 27 Green product aspects, recycled content 1
Rebates/Refunds EN5 Energy savings/sales due 1
Other EN10 Water savings due 0
Total Accts Rec 5
Inventory
Sustainable products EN26, EN27, PR1 Green product aspects, recycled content, health and sa 1
other 0
Total Invty 1
Vehicles
Alt fuel vehicles EN16, EN20, EN29, ENTransport, fuel, new initiatives 1
other 0
Total Vehicles 1
Furniture and Fixtures
Green products EN1, EN2, EN8-10 1
other 0
Total Furniture 1
Equipment
Conservation equipment EN3-10 Energy and water conservation 2
W aste Mgmt EN16-25 Emissions, effluent and waste management 2
other 0
Total EqQuipmt 4
Buildings
Green buildings LAG-8 Occupational safety and health 1
other 0
Total Buildings 1
Land
In or near sensitive areas EC2, EN11-15, EN21-AClimate change, biodiversity and habitats, water and wg 0
other 0
Total Land 0
Goodwill
S01-8, PR1-9 [Social performance (corruption, competition, compliand 2|
TOTAL ASSETS
ENGAGEMENT SCORE
Max Possible Engagement 42
Client Score Count 17
Client Score 40%



Current Liabilities: ~ $ Amount GRI Metrics Refers to Eng agement
Amount  GRI
Accounts Payable
Local suppliers EC6 Local supplier preference 2
Green suppliers EN2 Recycled input materials 1
W aste services EN22,EN24 Solid/hazardous waste disposal 2
Insurance EN15, EN22-24, HR3-9Biodiversity, wastes, spills, health and safety 2
other 0
Total A/P 7
Sales T axes Payable 7
Green products EN1-2, EN26-27 Materials, recycled content, green aspects 1
other 0
Total Sales Taxes 1
Taxes/Fines Payable
Penalties EN28, SO8, PR9, Penalties for environmental/social/product compliance 1
other 0
Total Taxes 1
Accrued Wages Payable
Short-Term Notes
Local funders EC6 Local supplier preference 2
Other 0
Total S/T Notes 2
L/T Notes Payable
Local funders EC6 Local supplier preference 1
Other 0
Total L/T Notes 1
Pensions and Benefits EC3 Pension coverage 3
Mortgage Payable
Green buildings EN3-10, EN 16-25, Energy, emissions and wastes, 1
Sensitive lands EN11-15 Biodiversity, habitat 0
Total Mortgages 0

Total Liabilities

Capital:

Owner's Equity

Retained Earnings

Total Capital

Total Liabilities and Capital = T otal Assets

ENGAGEMENT SCORE




Sustainable Income Statement Reference

Engagement

No Response/ Info=0
Some Engagement = 1
Fully Engaged = 2

Relevant Applicant's Level of
Category E Amount GRI Metrics Rlefers to Er|1gagement
REVENUES
Products 1
Sustainable Products EN26, EN27 Envir aspects of produ 1
By-Products EN2 Use of recycled materi 1
Recycling EN21, EN22 Waste generated and 1
Carbon Credits EN16, EN17 Greenhouse gas emisq 1
Grants EC4 Grants from governme 1
Renewable Energy EN3, EN6 Energy sources, RE pr 1
TOTAL REVENUE 7
EXPENSES
Cost of Goods Sold
Labor: Living Wage LA3, EC3, EC5, EC7, Benefits, pension cove 1
Labor: Low Wage EC5 Entry wage vs local mi 1
Materials:Haz EN1, EN24, PR3 Materials, haz waste, i 1
Materials:Local EC6 Local suppliers 1
Materials:Recycled EN2, EN27 Recycled material use, 1
Renewable Energy ENG6 Used and generated 1
Other Energy EN29 Transportation 1
Water Supply ENS8-10, EN21, EN25 |Water use, sources 1
Wastewater Discharge EN21, EN25 Quantity, fate, impact 1
Solid W aste Disposal EN22 Total waste and dispod 1
Haz Waste Disposal EN24 Haz waste 1
Pollution Control Systems EN30 Envir protection expen 1
TOTAL COGS 12
Sales
General PR3 Product and service lal 1
Green Products PR6 Conformance to green 1
By-Products EN27 Reclaiming of products 1
3

TOTAL SALES




Sustainable Income Statement Reference

Engagement

No Response / Info =0
Some Engagement = 1
Fully Engaged = 2

Category Relevant Applicant's Level of
|$ Amount GRI Metrics Refers to Engagement
Admin
Management general 1
Sustainability Mgmt all cost of mgmt 1
Admin Energy EN3 source 1
Admin Renew Energy EN3 source 1
Fines / Penalties EN28, SO8, PR9 Compliance violations 1
Health benefits LA3, LAS8, LA9, Benefits, injuries/ilines 1
Other benefits LA10-12 Training and career de 1
Sick leave LA8 Injuries/iliness 1
Donations ECS8 Support for community 1
Training LA10-12 Programs, hours 1
Audits EN28, SO8, PR9 Compliance violations 1
Insurance EC2 Climate change risk 1
Workmans Comp LA8 Injuries/iliness 1
Liability Provisions EC3 Pension coverage 1
TOTAL ADMIN 14
General
Rent ENS8, EN11-13, EN21 |Biodiversity, water use 1
Green Bldg Rent LA7, EN-all Injuries/iliness, environ 1
Supplies EC6, EN2 Local suppliers, recyclg 1
Fuel EN3-7, EN29 Energy, transport 1
Alternative Fuel EN3-7, EN29 Energy, transport 1
Mass Transport EN29 Transportation 1
TOTAL GENERAL 6
R&D
General LA10-13 Training and career de 1
Sustainability PR1, PR5, EN7 Product responsibility, 1
TOTAL R&D 2
Depreciation
Capital equipment 1
Conservation equipt EN30 Envir investments 1
Energy-Star equipt EN5, EN7 Conservation investmg 1
Buildings EN8, EN11-13, EN21 |Biodiversity, water use 1
Green Buildings LA7, EN-all Injuries/iliness, environ 1
Vehicles EN3-7, EN29 Energy, transport 1
Alt fuel vehicles EN3-7, EN29 Energy, transport 1
TOTAL DEPRECIATION 7
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