L

&
@UNRISD 6% e
S o 0 Regeneration

Utht rch Institute for Social Development

Thresholds of Transformation

Invitation for Pilot Testing

),
AR\ = S
) O w an

Sustainable Development
Performance Indicators

A Collaboration between UNRISD & r3.0



Contents

EXECULIVE SUMIMAIY ..uuuiiiii st s e e e e e e e s s e e e e e e e e e e et s e e e e e e e e eeetannaneeeees 3

2. Introduction: Why Pilot Sustainable Development Performance Indicators?................... 5
K T = (o] (=T od = 7= Vo3 (o | £ 0] U o T 7
4. Project Structure, Timeling and ROIES.............uuuuiiiiiiiiiiiiiiieiieeeieeeeee e eee e e eeeeeeeeees 9
Project StrUCIUIE & ROIES......ccoi e e e e e e e e ee e e e e e s 9
The Project TIMEIINE ......coo oo aneaanesnnennne 9
5. INVESIMENT NEEUS ...ttt e e e e e e e e e e e e e e e e e e e 10
Expectations of r3.0 Advocation Partners: ..........coooooi i 10
Other Consultancies (without r3.0 Advocation Partner Status)..........cccccovvviviieeeeeeeneininne 10
Participating For-Profit Enterprises (FPES): ... 11
Participating Social & Solidarity Economy (SSE) ENterpriSes: ........ccccveveeeeriiiiiiineeeeeennnnne 11

6.  ProjeCt CONENT OVEIVIEW .....coeeiiiiiiiiiiiieiieeeeeee ettt ettt ettt a e e e e e e e e e 12
LI 1O 11 1 PR 12
LI =L 11T PRSP 15
TIER THREE — For-Profit ENterprises (FPES) ......cooviiiiiiiiiiee i 17
TIER THREE - Social & Solidarity Economy Enterprises (SSES) .......ccccceeeeviiiivivviiivinnnnnn. 19
L7011 £= Tox 13 SSURPPPRRPPR 22
R AT 6 FS (SRS 22

Please let us know of your interest to participate.

Ralph Thurm | Managing Director r3.0 | r.thurm@r3-0.org
Bill Baue | Senior Director r3.0 | b.baue@r3-0.0rqg |



mailto:r.thurm@r3-0.org
mailto:b.baue@r3-0.org

Executive Summary

The United Nations Research Institute for Social Development (UNRISD) has developed a set
of Sustainable Development Performance Indicators (SDPIs) with support from r3.0 (Redesign
for Resilience & Regeneration). UNRISD is partnering with r3.0 to pilot test these indicators
with For-Profit Enterprises (FPEs) and Social & Solidarity Economy Organisations and
Enterprises (SSEOES). This Brochure serves as an invitation to FPEs and SSEOEs to pilot
the Indicators, and to consultancies and other advisory organizations to support this piloting
of these Indicators that advance the achievement of the Sustainable Development Goals
(SDGSs).

r3.0 invites vanguard enterprises to help pioneer the next generation of advancement toward
bona fide sustainability. This pilot testing provides a timely and unique opportunity for
innovative For-Profit Enterprises (FPEs) and Social & Solidarity Economy Organizations &
Enterprises (SSEOESs), supported by leading consultancies and advisory organizations, to
help carve the path to the future of sustainable system value creation.

The Indicators are structured in a Three-Tiered Typology introduced by UNRISD and builds
on existing (Tier One) indicators that measure incremental progress toward the SDGs, by
adding new types of indicators in Tiers Two and Three: Tier Two Indicators contextualize
organizational performance in relation to ecological, social, and economic thresholds; Tier
Three Indicators address the kinds of organizational transformations necessary to achieve
truly sustainable economy and society. The Tier One Indicators comprise a set of “Core
Indicators” created by the United Nations Conference on Trade & Development (UNCTAD),
while the Tier Two and Three Indicators correspond in general with the categories in Tier One.

This Brochure lays out the pilot testing structure and roles, with r3.0 providing a training
program to consultancies, companies (FPEs) and SSEOEs on how to implement the
Indicators, and then gathering, collating, and analysing the results. It also conveys detailed
logistics of the program, including investment needs and the project timeline (tentatively slated
to unfold over a year, from October 2020 — October 2021). The Brochure then outlines specific
roles and expectations for consultancies (including r3.0 Partners as well as other
consultancies) as well as piloting organizations — both For-Profit Enterprises and Social &
Solidarity Economy Organizations & Enterprises. Finally, the Brochure lists the titles of all
Indicators — 33 in Tier One, 19 in Tier Two, and 27 in Tier Three — and also includes example
Indicators for each Tier.



1. Introduction: Why Pilot Sustainable Development
Performance Indicators?

[S]ustainability indicators should be related to carrying capacity or to threshold of danger...
Tons of nutrient per year released into waterways means nothing to people. Amount released
relative to the amount the waterways can absorb without becoming toxic or clogged begins to carry
a message.

Donella Meadows, Indicators and Information Systems for Sustainable Development, 1998

It has been more than two decades since Limits to Growth lead author Donella Meadows
asserted the above key attributes of sustainability indicators. Importantly, she distinguishes
between an indicator that simply shows an impact, which, alone, means nothing to people;
and an indicator that contextualizes if the impact crosses a “threshold of danger” — which
begins to carry a message.

This is precisely why you should pilot UNRISD’s new Sustainable Development Performance
Indicators (SDPIs): to discern if your enterprise’s impacts cross “thresholds of danger” — or not
— as this information carries a vital message to you within the organization, as well as to all
those impacted by the organization. Indeed, such messages are necessary to determine value
creation — and destruction — not only at the organization level, but also at the systemic level.
Of course, sustainable organizational value creation requires sustainable system value
creation by all market actors. As we at r3.0 like to say, there’s no such thing as a sustainable
enterprise in an unsustainable system.

[R]eporting organisations should consider their individual performance ... in the context of the limits
and demands placed on economic, environmental, or social resources at a macro-level.
Global Reporting Initiative, Sustainability Reporting Guidelines, 2nd Generation (G2), 2002

Soon after Donella Meadows articulated her thinking on sustainability indicators, the Global
Reporting Initiative (GRI) established its Sustainability Context Principle, which calls on
enterprises to consider their performance at the micro (organizational) level in the context of
“limits and demands” (synonymous with Meadows’ “carrying capacity” / “threshold of danger”)
at the macro (systems) level.

Sustainability requires contextualization within thresholds. That's what sustainability is all
about.
Allen White, Global Reporting Initiative Co-Founder, A Dialogue with Allen White, 2013

The next logical step — devising context-based sustainability indicators — has never risen on
GRI's priority list, so consequently, precious few sustainability reporters actually measure their
micro-level organizational performance in the context of systems-level thresholds of
ecological, social, and economic sustainability, as the below figure shows.


https://clubofrome.org/publication/the-limits-to-growth/
https://www.r3-0.org/wp-content/uploads/2020/03/GRIguidelines.pdf
http://donellameadows.org/wp-content/userfiles/IndicatorsInformation.pdf
https://www.r3-0.org/wp-content/uploads/2020/03/GRIguidelines.pdf
https://sustainablebrands.com/read/new-metrics/sustygoals-2-a-dialogue-with-allen-white-of-gisr-the-godfather-of-sustainability-context-part-2

Is Earth recognized as a finite system
in corporate responsibility reporting?

In @ 2017 study published in the peer
reviewed Journal of Cleaner Production,
Danish researchers systematically reviewed
references to “ecological limits” (and similar
keywords) in 40,000 corporate responsibility
reports issued between 2000 and 2013.

40,000 Corporate Responsibility
Reports (2000-2013)

=~ 5% of companies referred
to ecological limits in any year

Of the = 12,000 companies

in the study universe, only 31
(0.258%) disclosed plans to
align performance or products
to such limits.

Note on sizing: percentages
represented accurately to scale

Sources: Data | Graphic

GRI Co-Founder Allen White calls for building on — and transcending — the existing focus on
impact-only performance assessment, to contextualize this performance in relation to
sustainability thresholds, in the following quote:

We need to move beyond incrementalist ‘numeration’ indicators & add ‘denomination’ indicators tied to
upper (ecological ceilings) & lower (social foundations) thresholds. Sustainability measurement
without context is simply not sustainability measurement.

White uses the terms “numeration” and “denomination” as a head-nod to the Sustainability
Quotient, first proposed in 2008, which translated the Sustainability Context Principle into an
implementable equation as follows:

Sustainability Quotient: S —

Sustainability =
Normative Impacts* Denomination

*0n the Carrying Capacities of Vital Capital Resources

Source: Mark McElroy, Social Footprints, 2008

UNRISD, in turn, developed its Three-Tiered Typology, upon which the Sustainable
Development Performance Indicators being piloted are based, by drawing on the conceptual
foundation of Sustainability Context, and on the equation format (numeration / denomination)
of the Sustainability Quotient:

e Tier One: Incrementalist Numeration


https://www.sciencedirect.com/science/article/abs/pii/S0959652615019204
https://www.unrisd.org/baue
https://twitter.com/bbaue/status/1135459380420337665
https://twitter.com/bbaue/status/1135460886024478720
https://www.rug.nl/research/portal/files/13147569/DISSERTATION-2.pdf

o Numerator indicators focus on actual impacts, including absolute indicators, as well
as relative or intensity indicators that are non-normative, and therefore
incrementalist by definition.

e Tier Two: Contextualized Denomination
o Denominator indicators contextualize actual impacts against normative impacts.
Also known as “Context-Based” indicators, denominator indicators take into
account sustainability thresholds in ecological, social, and economic systems, as
well as allocations of those thresholds to organizations and other entities.

e Tier Three: Activating Transformation
o Transformative indicators add the element of implementation and policy to
normative denominator indicators to instantiate change within complex adaptive
systems.

r3.0 invites you to pilot these next-generation indicators as a means of substantiating your
claims of performing sustainability measurement, and more importantly, so that your
sustainability measurement begins to carry a message about your organization and system
value creation.

Now that these indicators have been developed, r3.0 invites enterprises and organizations to
pilot them in order to measure and enhance their sustainable development performance. After
the piloting enterprises and organizations have tested the indicators, they will receive the
official recognition of UNRISD. The purpose of the pilot testing is to validate and refine the
methodology, and to inform piloting enterprises and organizations of their sustainability
performance, to help them enhance it (and their reporting).

2. Background

Companies and other organizations around the world are being urged to assess how they are
performing in relation to sustainable development. Limitations in data gathering and methods
for measuring progress, however, pose major challenges. How can we assess performance if
we are lacking information on key performance issues? And how can we know where an
organization is positioned on a sustainable development pathway if we do not know what the
normative end goals are? Cutting-edge innovations in the field of sustainability disclosure and
reporting are providing answers to these questions.

In 2018, the United Nations Research Institute for Social Development (UNRISD) commenced
a 4-year project which aims to review and improve methodologies and indicators that measure
and evaluate the sustainability performance of enterprises, also in relation to the Sustainable
Development Goals (SDGs). The project has since identified several limitations of indicators
used in conventional disclosure and reporting systems. Some limitations relate to specific
issue areas:

¢ Environmental indicators, such as carbon emissions, often focus on the intensity of
resource use rather than trends in absolute emissions;

e Performance issues that are key for realizing the transformative vision of the 2030
Agenda remain under-reported, including fair remuneration related to both living wages
and income inequality within the firm, aspects of gender equality, corporate taxation
and corporate political influence;

e Social indicators concerned with decent work often relate to improvements in working
conditions (e.g. occupational health and safety, compliance with minimum wage
legislation, child labour, etc.) with limited attention to core labour rights.



Other limitations relate to how data are presented and how progress is assessed:

e The assessment of progress generally fails to measure performance in relation to
concrete time-bound benchmarks or normative targets associated with sustainability
thresholds or fair patterns of allocation;

e Company-wide averages often mask wide variations in performance by country of
operation, affiliates, or major suppliers;

e Reporting data by means of annual snapshots rather than a time series greatly
undermines the ability of management and other stakeholders to assess the direction
and pace of change;

e Recent cutting-edge innovations in corporate sustainability disclosure and reporting
are more apparent in the area of environmental, as opposed to social and governance
aspects.

In an October 2019 Working Paper entitled Compared to What? (authored by r3.0 Senior
Director Bill Baue), UNRISD introduced a Three-Tiered Typology of Indicators as a foundation
for the SDPI project. Over the past year, UNRISD has drafted a Manual populated with these
Three Tiers with Indicators, complete with formulas for quantifying them.

¢ Tier One Indicators set the baseline for assessing incremental progress towards the
Sustainable Development Goals (SDGSs).
o Tier One is comprised of a concise set of 33 Core Indicators developed by the
United Nations Conference on Trade & Development (UNCTAD).
¢ Tier Two Indicators contextualize the Tier One impact indicators by adding normative
denominators representing ecological, social, and/or economic thresholds.
o Tier Two is comprised of 19 indicators, some of which lack related thresholds
and so add context through expanded time perspective.
o Tier Three Indicators address areas of necessary transformation in ecological, social,
and/or economic systems in order to achieve sustainable development.
o Tier Three is comprised of 27 indicators.

For carrying out this pilot testing, r3.0 will conduct training courses, and synthesize the
outcomes of the pilot testing, using r3.0’'s Advocation Partner Network and other interested
consultancies to steer implementation in client companies, namely for-profit enterprises
(FPEs) and Social & Solidarity Economy organisations and enterprises (SSEOES).

This training looks for enterprises and organizations that are seeking ways to improve
sustainability assessments to test indicators and find out what the benefits and challenges
are. We invite you to form part of the first cohort of enterprises and organizations test a new
approach to measurement and disclosure: real sustainability.

3. Structure, Roles, and Timeline

The following visualization helps to understand the general setup of the project structure and
roles. It identifies four main actors: UNRISD who have developed the indicator system; r3.0
who are responsible for training on how to pilot test this indicator system and synthesizing the
outcomes; r3.0 Advocation Partners and other consultancies as major implementation
support; and FPEs and SSEOEs as piloting entities in which the indicators will be applied as
a pilot implementation.


https://www.unrisd.org/80256B3C005BCCF9/(LookupAllDocumentsByUNID)/CBE444C58139C45A8025848C00547012?OpenDocument
https://unctad.org/webflyer/guidance-core-indicators-entity-reporting-contribution-towards-implementation-sustainable

Structure & Roles

UNRISD Pilot Testing Structure, Governance & Roles 0°0

Indicator Testers . Trainer Indicator Developer

1
Supports Commissions
Receives Results
*  Edits Reports

Publishes Reports

* Pilot Test Indicators

+ Provide Feedback on
Indicators &
Implementation

Trains Advocation
Partners (AP) &
Consultants (C)
Provides General

receives
I revenue

+  Test Materiality Support Distributes
Process (Optional) Consolidates Results
Pays/Matches ) —
| UNRISD

Draft Reports/Outcomes

Covenes Conferences
Program Development
* Receives Funding KSA

FINANCIALS

Additional Transformation Journey Programs * APs pay r3.0 a fee for training (subsidised amount due to UNRISD
are offered by r3.0 and can be rolled out with support), other consultancies and big 4 pay normal amount

1

1

1

1 +  Paysr3.0for
1

-r3.0in the lead (Level 1) : «  Aps/consultancies/big4 receive fee from clients for supporting them in

1

1

1

- Test project facilitation

- Subsidizes education of APs
- Consolidation of results

- Draft report(ing)

- Conference co-facilitation

- AP and r3.0 co-facilitate (Level 2) testing and feed back to r3.0; they donate a % of their client fees back
- AP facilitates (Level 3) to r3.0, reduced by the training fee paid upfront (mentioned in paper)
Depending on level r3.0 receives % of fees *  SSEs receive education free of charge (covered by UNRISD support)

Timeline

Confirm pilot testing participants: October 2020 - November 2020

Pilot testing Kick-off (bringing the existing community together): November 2020
Training (online): December 2020 - January 2021

Implementation at FPEs and SSEOEs: January 2021 - April 2021

Consolidation of results: May 2021

Presentation of results: July 2021 (online or hybrid)

Global launch of indicators: September or October 2021

4. Investment Needs
UNRISD supports this pilot testing at a foundational level through the following inputs:

Partial support of r3.0 for developing the curriculum, delivering the curriculum, and
synthesizing results;

Partial subsidization of training fees for r3.0 Advocation Partners and Consultants;

Full subsidization of training fees for SSEOEs.

What support is expected from other partners and what revenue will Advocation Partners (and
other consultancies) generate?

What is expected of r3.0 Advocation Partners:

Support the training workshop financially at the beginning of the pilot test with

o 3,000 Euros (consultancies with 1-2 employees)

o 5,000 Euros (consultancies with 3-5 employees)

o 10,000 Euros (consultancies with 6 and more employees)
Promote pilot testing participation to clients and prospects, offering to facilitate the
knowledge transfer, support implementation, and consolidate results based on a



guestionnaire/database offered by r3.0. For this service to your clients we expect a value
proposition of about 20.000 to 40.000 Euros per client.

e At the end of the pilot test, we ask Advocation Partners to summarize the total revenue
from this pilot testing. As per the Advocation Partner Agreement, we would ask you to
donate 5% of the revenue to r3.0 (minus the initial training fee). We design the fee structure
thus to incentivize ample revenue generate such that the training fee “pays for itself.”

e Example 1: you paid 5.000 Euros to r3.0 for the training fee. You engaged 5 clients and
had revenues of 120k Euros. 5% of 120k Euros is 6.000 Euros. You will donate 1.000
Euros to r3.0 at the end of the pilot test.

e Example 2: you paid 5.000 Euros to r3.0 for the training fee. You engaged 3 clients and
had revenues of 90k Euros. 5% of 90k Euros is 4.500 Euros. You will not donate to r3.0 at
the end of the pilot test.

e During the testing phase, r3.0 can be contacted for support and advice.

Note: this pilot test is mainly about data assessment, data availability, data management,
accounting and reporting. Your clients might be interested in a deeper transformational journey
and make this approach a full Plan-Do-Check-Act experience. r3.0 offers its successful
Transformation Journey Program as a “value-add” component for your journey with your
clients and has a 3-level model how consultancies work with r3.0 if a client is interested in
such a program. Please contact us directly for more information. This may generate additional
revenue for you, is optional for clients and has its own budget outside of the 5% donation
scheme.

Other Consultancies (without r3.0 Advocation Partner Status)

Support the training workshop financially at the beginning of the pilot test with
o 6.000 Euros (consultancies with up to | million € of revenues)

o 10.000 Euros (consultancies with more than 1 million € and up to 10 million € of
revenue)
o 20.000 Euros (consultancies with more than 10 million € of revenues)

o Promote pilot test participation to clients and prospects, offering to facilitate the knowledge
transfer, support implementation, and consolidate results based on a
guestionnaire/database offered by r3.0. For this service to your clients we expect a value
proposition of about 20.000 to 40.000 Euros per client.

e At the end of the pilot test, we ask Consulting Partners to summarize the total revenue
from this pilot testing. We would ask you to donate 10% of the revenue to r3.0, minus the
training fee. We design the fee structure thus to incentivize ample revenue generate such
that the training fee “pays for itself.”

e Example 1: you paid 10.000 Euros to r3.0 for the training fee. You engaged 5 clients and
had revenues of 120k Euros. 10% of 120k Euros is 12.000 Euros. You will donate 2.000
Euros to r3.0 at the end of the pilot test.

e Example 2: you paid 10.000 Euros to r3.0 for the training fee. You engaged 3 clients and
had revenues of 90k Euros. 10 % of 90k Euros is 9.000 Euros. You will not donate to r3.0
at the end of the pilot test.

¢ During the testing phase, r3.0 can be contacted for support and advice.

Note: this pilot is mainly about data assessment, data availability, data management,
accounting and reporting. Your clients might be interested in a deeper transformational journey
and make this approach a full Plan-Do-Check-Act experience. R3.0 offers its successful
Transformation Journey Program as ‘tag-on’ or ‘add-after’ component for your journey with
your clients and has a 3-level model how consultancies work with r3.0 if a client is interested
in such a program. Please contact us directly for more information. This may generate
additional revenue for you, is optional for clients and has its own budget outside of the 10%
donation scheme.



Participating For-Profit Enterprises (FPES):

o If you work with an r3.0 Advocation Partner as your consultant, or with any other
consultancy, they will negotiate their value proposition with you. If you'd like to bring you
own consultant to the table, they will need to apply the above-mentioned fee and
donation calculations.

o If you prefer to come with an inhouse expert or team without using a consultancy, we will
charge the same amounts as we charge to consulting firms (see above).

e During the testing phase, r3.0 can be contacted for support and advice.

Note: this pilot test is mainly about data assessment, data availability, data management,
accounting and reporting. If you are interested in a deeper transformational journey and make
this approach a full Plan-Do-Check-Act experience. R3.0 offers its successful Transformation
Journey Program as ‘tag-on’ or ‘add-after’ component for your journey. Please contact us
directly for more information. We may use one of our well-trained Advocation Partners to carry
out the Transformation Journey Program, or engage directly.

Participating Social & Solidarity Economy Organisations and Enterprises
(SSEOEs):

e Your participation needs to be agreed to through UNRISD and will be subsidised by
UNRISD'’s grant to r3.0.

e During the testing phase, UNRISD will supply a knowledgeable representative who can be
contacted for support and advice.

Note: this pilot test is mainly about data assessment, data availability, data management,
accounting and reporting. If you are interested in a deeper transformational journey and make
this approach a full Plan-Do-Check-Act experience. r3.0 offers its successful Transformation
Journey Program as ‘tag-on’ or ‘add-after’ component for your journey. Please contact us
directly for more information. This part isn’t subsidised by UNRISD support, so additional costs

do apply.
5. Pilot Overview

The pilot testing will follow the guidance in the Manual on applying the Three-Tiered Indicator
Set that UNRISD developed. To provide an overview of this content, we reprint below the
Table of Contents for each of the Tiers, along with a few examples of sample Indicators.

TIER ONE

A. Economic area

Al.l. Revenue (see example below)

A.1.2. Value added

Al1.3. Net value added

A.2. Payments to the Government

A.2.1. Taxes and other payments to the Government
A.3. New Investment/expenditures

A.3.1. Green investment

A.3.2. Community investment

A.3.3. Total expenditures on research and development

10



A.4.
A4.1.

Local supplier/purchasing programs
Percentage of local procurement

B. Environmental area

B.1.
B.1.1.
B.1.2.
B.1.3.
B.2.
B.2.1.
B.2.2.
B.2.3.
B.3.
B.3.1.
B.3.2.
B.4.
B.4.1.
B.5.
B.5.1.
B.5.2.

Sustainable use of water

Water recycling and reuse

Water use efficiency

Water stress

Waste management

Reduction of waste generation

Waste reused, re-manufactured and recycled
Hazardous waste

Greenhouse gas emissions

Greenhouse gas emissions (scope 1)
Greenhouse gas emissions (scope 2)
Ozone depleting substances and chemicals
Ozone-depleting substances and chemicals
Energy consumption

Renewable energy

Energy efficiency

C. Social area

C.1l
C.1.1.
c.2
Cc.2.1.
c.2.2.
C.23.

C.3.
C.3.1.
C.3.2.
C.4.
C.4.1.

D.

D.1.

D.1.1.
D.1.2.
D.1.3.
D.1.4.
D.1.5.

D.2.
D.2.1.
D.2.2.

Gender equality

Proportion of women in managerial positions

Human capital

Average hours of training per year per employee

Expenditure on employee training per year per employee

Employee wages and benefits as a proportion of revenue, with breakdown by
employment type and gender

Employee health and safety

Expenditures on employee health and safety as a proportion of revenue
Frequency/incident of rates of occupational injuries

Coverage by collective agreements

Percentage of employees covered by collective agreements

Institutional area

Corporate governance disclosure

Number of board meetings and attendance rate

Number and percentage of women board members

Board members by age range

Number of meetings of audit committee and attendance rate

Compensation: total compensation per board member (both executive and non-
executive directors)

Anti-corruption practices

Amount of fines paid or payable due to settlements

Average hours of training on anti-corruption issues per year per employee

Tier One Example: A1.1 Revenue

Definition

Revenues should be defined and measured according to IFRS 15 Revenue from Contracts with
Customers: “an entity recognizes revenue to depict the transfer of promised goods or services to

11



the customer in an amount that reflects the consideration to which the entity expects to be entitled

in exchange for those goods or services.™
Sustainability norm or threshold

Not applicable
Measurement methodology

To recognize revenue, according to IFRS 15, “an entity applies the following five steps:

¢ identify the contract(s) with a customer.

o identify the performance obligations in the contract. Performance obligations are promises in

a contract to transfer to a customer goods or services that are distinct.

e determine the transaction price. The transaction price is the amount of consideration to which
an entity expects to be entitled in exchange for transferring promised goods or services to a

customer. If the consideration promised in a contract includes a variable amount, an entity
must estimate the amount of consideration to which it expects to be entitled in exchange for

transferring the promised goods or services to a customer.
o allocate the transaction price to each performance obligation on the basis of the relative
stand-alone selling prices of each distinct good or service promised in the contract.

e recognize revenue when a performance obligation is satisfied by transferring a promised good
or service to a customer (which is when the customer obtains control of that good or service).
A performance obligation may be satisfied at a point in time (typically for promises to transfer
goods to a customer) or over time (typically for promises to transfer services to a customer).

For a performance obligation satisfied over time, an entity would select an appropriate
measure of progress to determine how much revenue should be recognized as the
performance obligation is satisfied."

In case of an entity that is not applying IFRS 15 and using IFRS for SMEs, it should be clearly
stated and explained.

Potential sources of information

Revenues are to be found as the first line of the income statement. The information about the
single transactions to calculate revenues in the reporting period are recorded within financial
accounting systems (accounts receivable, revenue cycle).® Management accounting systems /
internal management reports usually present segment revenues with reference to different
dimensions (segment reporting). Country specific data can be recovered from these systems.

Relevance to the SDGs

SDG Indicator 8.2.1

" International Financial Reporting Standards, IFRS 15 Revenue from Contracts with Customers,
https://www.ifrs.org/issued-standards/list-of-standards/ifrs-15-revenue-from-contracts-with-customers/

2 Ibid.
3 The figure for total revenues should correspond to the same data as reported elsewhere in the entity’s
management accounts and in its audited financial statements.

12
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Tier Two

A. Economic area

Al1.3-2. Net Value Added (corresponds with Revenue, Value Added and Net Value-Added
indicators in Tier 1)

A.2.1-2. 5-Year Tax Gap

A.3.1-2. 5-year Trend of Green Investment

A.3.2-2. 5-year Trend of Community Investment

A.3.3-2. 5-year Trend and Sustainability Alignment of Relative Expenditure on Research
and Development

A.4.1-2. 5-year Trend of Percentage of Local Procurement

B. Environmental area

B.2.1/2-2 5-year trend on solid waste
B.2.3-2. 5-year trend of hazardous waste treatment
B.3.1/3.2/5.1/5.2-2. Greenhouse gas emissions (see example below)

C. Social area

C.1.1-2. 5-year average gender diversity: Entry-level hiring and promotion
C.3.1-2/3.2-2. 5-year average incident Rates of Occupational Injuries
C.4.1-2. 5-year union density and collective bargaining coverage

D. Institutional area

D.1.1-2 5-year trend for the number of board meetings and attendance rate

D.1.2-2. 5-year average percentage of women board members

D.1.3-2. 5-year trend on board members by age range

D.1.4-2. 5-year trend for the number of meetings of audit committee and attendance rate

D.1.5-2. 5-year trend on total compensation per board member (both executive and non-
executive directors)

D.2.1-2. 5-year trend in amount of corruption-related fines paid or payable due to
settlements

D.2.2-2. 5-year trend on average number of hours training on anti-corruption

Tier Two Example: B.3.1-2. B.3.2-2, B.5.1-2, B.5.2-2. Greenhouse Gas
Emissions*

Definition

A measure of an organization’s direct (scope 1) and electricity-related indirect (scope 2) emissions
that contribute to global warming.

Contextualization

Hard — sustainability thresholds or norm: Greenhouse gas emissions by an organization shall be no
more than nearly zero.5

4 This indicator corresponds with UNCTAD’s Greenhouse Gas (GHG) Emissions (scope 1, Greenhouse Gas
(GHG) Emissions (scope 2), Renewable Energy and Energy Efficiency indicators in Tier 1.

5 Calculated as 0.38 metric tonnes (MT) per 8760 hours of compensated employee/worker time per year (i.e., to
account for CO, exhalations, a very conservative measure of necessary per capita GHG emissions on Earth).
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Measurement methodology

This indicator calls for measurement and reporting of an organization’s direct (scope 1) and indirect,
electricity-related (scope 2) greenhouse gas emissions in accordance with the Greenhouse Gas
Protocol.®

Equation(s):

AE,
NE,

e Annual greenhouse gas emissions (scopes 1 and 2) =

Where:
e AE = Actual GHG emissions (scopes 1 and 2)
¢ NE = Normative allowable emissions of nearly zero (as defined herein)
e X = A specific year

And where:
e Sustainability performance scores of <1.0 are sustainable
e Sustainability performance scores of >1.0 are unsustainable

¢ In cases where an organization’s GHGs are not already zero or less, it shall use a
science/context-based carbon emissions accounting tool to set interim annual targets for
emissions and separately measure and report performance in those terms.” Such targets
shall be used in place of the NEx variable defined above in order to do so.

Potential sources of information

All GHG emissions data can be obtained from an organization’s own facilities and operations
management functions (for scope 1 GHGS), as well as from its providers of purchased electricity
(for scope 2 GHGS). Its accounts payables function, too, can be helpful.

Relevance to the SDGs

SDG indicators 12.4.2,7.2.1, 7.3.1

6 https://ghgprotocol.org

7 See, for example, the Center for Sustainable Organizations’ Context-Based Carbon Metric for an example of an
open-source target setting and emissions accounting tool that organizations can use to plan, measure and report
their own emissions relative to the SSP1-1.9 scenario: https://www.sustainableorganizations.org/context-based-
metrics-public-domain/
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Tier Three - For-Profit Enterprises (FPES)

A. Economic area

A.1-3.
A.1.1-3.

Corporate Taxation
Tax gap and fiscal disclosure

B. Environmental area

B.1-3.

B.1.1-3.
B.1.2-3.
B.1.3-3.

Environment

Greenhouse gas emissions (scope 3)
Water use

Circular economy

C. Social area

C.1-3.

C.1.1-3.
C.1.2-3.
C.1.3-3.
C.2-3.

C.2.1-3.
C.2.2-3.
C.2.3-3.
C.4-3.

C.4.1-3.
C.4.2-3.
C.4.3-3.
C.4.4-3.
C.4.5-3.
C.4.6-3.
C.5-3.

C.5.1-3.
C.5.2-3.
C.5.3-3.
C.6-3.

C.6.1-3.

Fair remuneration

CEO-Worker pay ratio

5-Year living wage gap

Distribution of surplus/profits

Gender equality

Gender pay gap — Equality of remuneration
Gender diversity: Hiring and Promotion at different occupational levels
Dependent care — caregiving support programmes
Labour rights

Union density and collective rights bargaining coverage
Harassment and discrimination at the workplace
Access to remedy

Discrimination in hiring and promotion

Worker empowerment

Contingent and subcontracted workers
Employment, training and work integration

Hiring of vulnerable groups

Long-term work contracts

Employee turnover rate

Responsible and ethical sourcing

Responsible and ethical sourcing

D. Institutional area

D.1-3.
D.1.1-3.
D.2-3.
D.2.1.
D.3-3.
D.3.1-3.
D.4-3.
D.4.1-3.
D.5-3.
D.5.1-3.
D.5.2-3.
D.6-3.
D.6.1-3.

Corporate political influence

Corporate political influence: Policies, programme and practices
Performance accounting

Context-based triple bottom line accounting

Fines and settlements

Amount of Total Fines Paid or Payable Due to Settlements
Information sharing

Public Sharing of Information and Knowledge

Democratic governance

Term limits for Board of Directors

Participative Decision-making (employees)

Resilience

Resilience
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Tier Three Example (FPEs): C.2.1. Gender Pay Gap - Equality of
Remuneration

Definition
Disparities in the average remuneration of men and women in an organization.
Sustainability norm or threshold

Hard - sustainability norm or threshold: The difference between the average remuneration of men and
women in an organization shall not exceed 3%.8

Measurement methodology

Gender pay gaps shall be calculated in terms of women’s pay as a percentage of men’s, and in a way that
includes not only base salary or wages, but also compensation associated with incentives and rewards.

All such calculations, too, shall not be adjusted in ways that take differences in other factors into account,
such as hours worked, age, experience, or education. All calculations shall also include both full- and part-
time employees, with all averages to be expressed in terms of the median rather than the mean.

Equation(s)

AWP,
AMP,

e Annual gender pay gap =

Where:
e AWP = Average women’s pay
e AMP = Average men’s pay
e x = A specific year

And where:
e Sustainability performance scores of 1.0 +/- 0.03 are sustainable
e Sustainability performance scores of >1.03 or <0.97 are unsustainable

Potential sources of information

All compensation-related data can be obtained from a company’s own human resources, payroll, and
accounting functions.

Relevance to the SDGs

5.c1

8 Equileap. 2018. Bridging the Gap: How governments, companies and investors can tackle gender pay
inequality: Research Paper. May. http://equileap.org/wp-content/uploads/2018/05/Equileap Bridging-the-

Gap EN.pdf
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Tier Three - Social & Solidarity Economy Enterprises (SSEOES)

A. Economic area

A.1-3.
A.1.1-3.

Corporate Taxation
Tax gap and fiscal disclosure

B. Environmental area

B.1-3.

B.1.1-3.
B.1.2-3.
B.1.3-3.

Environment

Greenhouse gas emissions (scope 3)
Water use

Circular economy

C. Social area

C.1-3.

C.1.1-3.
C.1.2-3.
C.1.3-3.
C.2-3.

C.2.1-3.
C.2.2-3.
C.2.3-3.
C.4-3.

C.4.1-3.
C.4.2-3.
C.4.3-3.
C.4.4-3.
C.4.5-3.
C.4.6-3.
C.5-3.

C.5.1-3.
C.5.2-3.
C.5.3-3.
C.5.4-3.
C.5.5-3.
C.6-3.

C.6.1-3.

Fair remuneration

CEO-Worker pay ratio

5-Year living wage gap

Distribution of surplus/profits

Gender equality

Gender pay gap — Equality of remuneration
Gender diversity: Hiring and Promotion at different occupational levels
Dependent care — caregiving support programmes
Labour rights

Union density and collective rights bargaining coverage
Harassment and discrimination at the workplace
Access to remedy

Discrimination in hiring and promotion

Worker empowerment

Contingent and subcontracted workers
Employment, training and work integration

Hiring of vulnerable groups

Training of vulnerable groups

Work integration

Long-term work contracts

Employee turnover rate

Responsible and ethical sourcing

Responsible and ethical sourcing

D. Institutional area

D.1-3.
D.1.1-3.
D.2-3.
D.2.1-3.
D.3-3.
D.3.1-3.
D.4-3.
D.4.1-3.
D.5-3.
D.5.1-3.
D.5.2-3.
D.5.3-3.
D.5.4-3.
D.5.5-3.
D.5.6-3.
D.6-3.

Corporate political influence

Corporate political influence: Policies, programmes and practices
Performance accounting

Context-based triple bottom line accounting

Fines and settlements

Amount of Total Fines Paid or Payable Due to Settlements
Information sharing

Public Sharing of Information and Knowledge

Democratic governance

5-year trend in Participation in Annual General Meetings
Term limits for Board of Directors

Democratic elections

Legitimation of Management

Participative Decision-making (employees)

Participative Decision-making (stakeholders)

Resilience
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D.6.1-3. Resilience

Tier Three Example (SSEOEs): D.5.6. Participative Decision-Making
(Employees)

Definition

The extent to which employees can participate in decision-making on matters affecting them directly
(i.e., compensation and working conditions).

Sustainability norm or threshold
Soft.
Measurement methodology

The organization shall determine and disclose the degree of employee participation in decision-
making on policies pertaining to their own compensation and working conditions:

1. No participation of employees;

2. Consultation by management with employees in formal participatory schemes

3. Codetermination through elected workers’ councils; various work teams where employees
make their own supervisors; various schemes whereby employees share control;

4. Employees with dominant control.

Potential sources of information

Information regarding participative decision-making by employees in an organization on matters
pertaining to their own compensation and working conditions can be obtained from the human
resources function.

Relevance to the SDGs

N/A
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Contacts:

Please let us know of your interest to participate! We are open to answering any additional
guestions that you may have.

Ralph Thurm | Managing Director r3.0 | r.thurm@r3-0.org
Bill Baue | Senior Director r3.0 | b.baue@r3-0.0rg

Websites:

r3.0 — Redesign for Resilience and Regeneration

UNRISD Sustainable Development Performance Indicator Project
UNRISD Three-Tiered Typoloqy Working Paper
UNRISD Corporate Sustainability Accounting: What Can and Should Corporations Be

Doing?—Overview

UNRISD Making Materiality Determinations: A Context-Based Approach

UNRISD Sustainable Development Impact Indicators for Social and Solidarity

Economy: State of the Art
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