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Re: Intel Corporation
Dear Mr. Mueller:

This is in regard to your letter dated February 6, 2003 concerning the sharcholder
proposal submitted by the New York City Employees’ Retirement System, the New York
City Teachers’ Retirement System, the New York City Police Pension Fund and the New
York City Fire Department Pension Fund and co-sponsored by the Sisters of Mercy of the -
Americas and Catholic Healthcare West for inclusion in Intel’s proxy materials for its
upcoming annual meeting of security holders. Your letter indicates that the proponents
have withdrawn the proposal, and that Intel therefore withdraws its January 13, 2003
request for a no-action letter from the Division. Because the matter is now moot, we will
have no further comment.

Sincerely,
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Jeffrey B. Werbitt TASON
]
Attorney-Advisor NANCIAL

‘cC: Patrick Doherty
Burcau of Asset Management
The City of New York
Office of the Comptroller
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New York, NY 10007-2341
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Direct Dial Client No.
(202) 955-8671 C 42376-00006
Fax No.

(202) 530-9569

Vid HAND DELIVERY

Office of the Chief Counsel

Division of Corporation Finance
Securities and Exchange Commission
450 Fifth Street, N.W.

Washington, D.C. 20549

Re:  Securities Exchange Act of 1934, Rule 14a-8;
\ Withdrawal of January 13, 2003 Request on Stockholder Proposal of the
New York City Employees’ Retirement System, the New York City
Teachers' Retirement System, the New York City Police Pension Fund, the
New York City Fire Department Pension Fund

Ladies and Gentlemen:

On January 13, 2003, we requested the staff of the Division of Corporation Finance to
concur with our view that pursuant to Rule 14a-8 our client, Intel Corporation, could properly
exclude from its proxy statement and form of proxy for its 2003 Annual Meeting of Stockholders
a stockholder proposal and statement in support thereof received from the New York City
Employees' Retirement System, the New York City Teachers' Retirement System, the New York
City Police Pension Fund, the New York City Fire Department Pension Fund (the “Funds”) as
well as the Sisters of Mercy of the Americas and Catholic Healthcare West (collectively, the
“Proponents™), which requested that Intel “disclose its social, environmental and economic
performance to the public by issuing an annual report based on the Global Reporting Initiative's
sustainability reporting guidelines.”

Enclosed are copies of the following signed letters received by facsimile from the
Proponents voluntarily withdrawing the Proposal: letter dated January 24, 2003 from the Fund,
letter dated January 30 from Catholic Healthcare West and letter dated January 29, 2003 from th-
Sisters of Mercy of the Americas. We note that these letters constitute documentation that each
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LONDON PARIS MUNICH ORANGE COUNTY CENTURY CITY DALLAS DENVER



'GIBSON,DUNN & CRUTCHERLLP

Office of the Chief Counsel
February 6, 2003
Page 2

of the Proponents has withdrawn the Proposal. In reliance on these letters and on behalf of Intel,
we wish to withdraw our request that the staff concur in our position on the company’s ability to
exclude the Proposal pursuant to Rule 14a-8 under the Securities Exchange Act of 1934.

Please do not hesitate to call me at (202) 955-8671 if you have any questions relating to
this matter.

Sincerely,
Ronald O. Mueller
ROM/eai

Enclosures

cc: Rachel E. Kosmal, Intel Corporation
William C. Thompson, Jr., Comptroller of the City of New York
Susan Vickers, RSM, Director of Advocacy, Catholic Healthcare West
Vicki Cummings, Chief Financial Officer, Sisters of Mercy of the Americas

70236657 _1.DOC



WITHDRAWAL OF NO-ACTION LETTER

New York City Employees' Retirement System, the New York City Teachers' Retirement
System, the New York City Police Pension Fund and the New York City Fire Department
Pension Fund
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THE CITY QF NEW YORK
OFFICE OF THE COMPTROLLER
1 CENTRE STREET
NEW YORK, N.Y. 10007-2341

WILLIAM C. THOMPSON 4R,
COMPTROLLER

January 24, 2003

Mr. Dave Sungis

Director, Corporate Responsibility
Inte] Corporation

2200 Mission College Boulevard
Senta Clara, California 95052

Dear Mr. Stangis:

This is to respond to your January 23" letter to us concerning Intel Corporation’s
position on the Global Reporting Initiative.

On the basis of the assurances conlained in that letter, we are pleased to withdtaw
the resolution on the Global Reporting Initiative that we submitted to you on bebalf of the
New York City pens:on funds.

Sinoerely;
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WITHDRAWAL OF NO-ACTION LETTER

Catholic Healthcare West
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WITHDRAWAL OF NO-ACTION LETTER

Sisters of Mercy of the Americas
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RECEIVLED

Sis f M { the Amenicas ‘ 4
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Fequary 29, 2003 | o

Director, Corporste Responsibility s y
Intel Corporation

2200 Mission Collepe Blvd.

Santa Clara, CA 95052-8119

Sent Via Fax 480-552-7122

Dear Dave:

This is our potification that we are withdrawing the Shareholder Resolution to Disclose Social,
Environmental and Economic Performancs which was filed with the Corporation.

Thauk you for the time you spent with the filers regarding this issue. We commend you for the
fine work which Intel has doge and is comminad to continuing 10 do in the srea of corporate
fegpoasibility. .

Sincerely,.
Vicki L. Cumnmings
Chief Financtal Officer

IAN-29-2883  15:48

TaTAL P.et
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January 13, 2003

Direct Dial Client No.
(202) 955-8671 C 42376-00006
Fax No.

(202) 530-9569

VIA HAND DELIVERY

Office of the Chief Counsel

Division of Corporation Finance
Securities and Exchange Commission
450 Fifth Street, N.W.

Washington, D.C. 20549

Re:  Stockholder Proposal of the New York City Employees’ Retirement System,
the New York City Teachers' Retirement System, the New York City Police
Pension Fund, the New York City Fire Department Pension' Fund et al.
Securities Exchange Act of 1934 — Rule 14u-8 -

Ladies and Gentlemen:

This letter is to inform you that it is the intention of our client, Intel Corporation (the
"Company"), a Delaware corporation, to omit from its proxy statement and form of proxy for its
2003 Annual Stockholders' Meeting (collectively, the "2003 Proxy Materials") a stockholder
proposal and statements in support thereof (together, the "Proposal") received from Mr. William C.
Thompson, Jr., Comptroller of the City of New York, on behalf of the New York City Employees’
Retirement System, the New York City Teachers' Retirement System, the New York City Police
Pension Fund and the New York City Fire Department Pension Fund, and co-sponsored by the
Sisters of Mercy of the Americas and Catholic Healthcare West (collectively, the "Proponents").
The Proposal requests that the Company "disclose its social, environmental and economic
performance to the public by issuing an annual report based on the Global Reporting Initiative's
sustainability reporting guidelines." A copy of the Proposal is attached hereto as Exhibit A.

On behalf of our client, the Company, we hercby notify the Division of Corporation Finance
of the Company's intention to exclude the Proposal from the 2003 Proxy Materials on the bases sct
forth below, and we respectfully request the staff of the Division of Corporation Finance (the

»
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"Stafl") concur in our view that the Proposal is excludable under:

1. Rule 14a-8(i)(10), because the Company has substantially implemented
the Proposal; and

o

Rule 14a-8(i)(7), because the Proposal deals with matters relating to the
Company's ordinary business operations.

Pursuant to Rule 14a-8(j), enclosed herewith are six copies of this letter and its attachments.
Also in accordance with Rule 14a-8(j), a copy of this letter and its attachments is being mailed on
this date to the Proponents, informing them of the Company's intention to omit the Proposal from
the 2003 Proxy Materials. The Company presently intends to file its definitive 2003 Proxy
Materials on or after April 3, 2003. Accordingly, pursuant to Rule 14a-8(j), this letter is being
submitted not less than 80 days before the Company files its definitive 2003 Proxy Materials with
the Securities and Exchange Commission (the "Commission").

ANALYSIS AND BASES FOR EXCLUSION

1. The Company May Exclude the Proposal Under Rule 14a-8(i)(10) Because the
Company Has Already Substantially Implemented the Proposal.

Rule 14a-8(i)(10) permits exclusion of a stockholder proposal "if the company has already
substantially implemented the proposal." According to the Commission, the exclusion provided in
Rule 14a-8(1)(10) "is designed to avoid the possibility of shareholders having to consider matters
which have already been favorably acted upon.” See Exchange Act Release No. 34-12598 (July 7,
1976). The Staff has indicated that a determination as to whether a company has "substantially
implemented" a stockholder proposal depends upon whether the company's "particular policies,
practices and procedures compare favorably with the guidelines of the proposal." Texaco, Inc.
(avail. Mar, 28, 1991). '

Where a company can demonstrate that it has adopted policies or taken actions to address
concerns raised 1n a proposal, the proposal has been "substantially implemented” and may be
excluded. See, e.g., The Talbots Inc. (avail. Apr. 5, 2002) (permitting exclusion of proposal seeking
commitment to implement code of conduct based on United Nations Intemational Labor
Organization human rights standards where company has previously established Standards for
Business Practice and a Labor Law Compliance Program and Code of Conduct for Suppliers to
address concerns about global workplace conditions and labor practices in factories producing its
merchandisc); The Gap, Inc. (avail. Mar. 16, 2001) (permitting exclusion of proposal that board
prepare report on child labor practices of company's suppliers where company had established and
implemented a Code of Vendor Conduct that addressed child labor, implemented systems to
monitor comphance with the code, published information on its website about the code and its
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monitoring systems, and routinely discussed child labor issues with stockholders); Kmart
Corporation (avail, Feb. 23, 2000) (permitting exclusion of proposal that board prepare report on
company's vendor standards and compliance mechanisms for vendors, subcontractors and buying
agents in countries where company sourced its products where company had adopted and
distributed to entire supplier base a Vendor Code of Conduct, initiated a third-party monitoring
program, prepared a report describing its actions that was available upon request to sharcholders,
and routinely discussed the proposal's subject matter with sharcholders).

The Proposal requests that the Company disclose its social, environmental and economic
performance by issuing an "annual report” that is "based on” the 2002 Sustainability Reporting
Guidelines (the "Guidelines") issuéd by the Global Reporting Initiative (the "GRI"). The
Guidelincs consist of a five-part document that is more than 100 pages long and contains
approximately 20 pages of specific reporting content. The stated purpose of the Guidelines is to
provide a "framework for reporting on an organisation's economic, environmental, and social
performance." See Guidelines, p. 8.1 Part C of the Guidelines, which specifies the contents of a
GRI-based report, provides for disclosure about a company's: (1) sustainability vision and strategy;
(2) organization, operations, products and services; (3) governance structure and management
systems; and (4) economic, environmental and social performance indicators. Part B of the
Guidelines sets forth 11 principles that companies are expected to apply in reporting on the
elements and indicators specified in Part C. These principles include: (1) transparency; (2)
inclusiveness; (3) auditability; (4) completeness; (5) relevance; (6) sustainability context; (7)
accuracy; (8) neutrality; (9) comparability; (10) clarity; and (11) timeliness.

Since the GRI published its first set of GRI Sustainability Reporting Guidelines as an
exposure draft in 1999, the Company has reviewed and considered the GRI guidelines in preparing
its own reports on environmental, health, safety and corporate responsibility issues.

The Company first considered the exposure draft of the GRI Sustainability Reporting
Guidelines, issued in March 1999, in preparing the Company's 1999 Environmental, Health and
Safety Performance Report. Following the release of the GRI's June 2000 Sustainability Reporting
Guidelines, the Company considered those guidelines in preparing its 2000 Environmental, Health
and Safety Performance Report. In 2002, in addition to publishing an Environmental, Health and
Safety Report, the Company issued its first public report focused on broader issues of corporate
responsibility. The report, entitled "Global Citizenship Report 2001: Vision and Values" (the
"Report"), covers points of interest to the Company's various stakeholders, including employees,

I The Guidelines are available on the GRI website at http://www.globalreporting.ory/
GRIGuidehnes/2002/gri_2002_guidelines.pdf. See Exhibit B.
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communities, stockholders, legislators, educators and non-governmental organizations.?
Specifically, the Report covers the "triple bottom line" - that is, the economic, environmental and
social performance that are the subject of the Proposal and the Guidelines. See Guidelines, p.9
("The GRI Guidelines organise 'sustainability reporting' in terms of economice, environmental, and
social performance (also known as the 'triple bottom line')").

As the Company notes in the executive swmmary of the Report, the Report "addresses many
of the primary components of the global reporting initiative (GRI) guidelines, with additional
descriptions and supporting metrics where appropriate.” See Report, p.9 (emphasis added).
Specifically, the Report addresses many of the topics covered in the Guidelines, including:

s Principles for responsible business. The body of the Report begins with a
summary of the high-level set of business principles approved by the
Company's board of directors. The principles summarize the Company's
commitment to being a responsible corporate citizen and address, among other
things: (1) the Company's commitment to diversity in its workforce,
customers and suppliers and in the global marketplace, and its commitment to
comply with applicable laws and provide equal employment opportunities for
employees; (2) the Company's commitment to provide a workplace free of
harassment; (3) the Company's commitment to achieve high standards of
environmental quality and product safety, to provide a safe and healthfu]
workplace, to comply with applicable environmental, health and safety
requirements, to provide a workplace free of occupational injury and illness,
and to conserve natural resources and reduce the environmental burden of
waste generation and emissions; and (4) the Company's expectation that its
suppliers will comply with applicable laws relating to health, safety and
environmental protection, maintain progressive employment practices, and
comply with applicable employment laws. See Report, pp. 13-14.

e Environmment. The Report contains information about the Company's
environmental, health and safety performance, including the Company's
efforts, among other things, to: (1) recycle hazardous and solid waste; (2)
reduce perfluorocarbon emissions and lead in its products; (3) reduce
packaging waste; (4) produce more energy efficient products; and (5)
conserve and reuse water. See Report, pp. 19-21.

2 The Report is available on the Company's website at hitp:/www.intel.com/intel/finance/

presentations/PDF_Files/GlobeBroch2002.pdf. See Exhibit C.
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Health and safety. The Report addresses the Company's ongoing efforts to
improve its health and safety performance by reducing the incidence of
workplace injuries and monitoring the safety of the Company's fabrication
facilities. See Report, pp. 22-23.

Lducation and charitable contributions. Throughout the Report, the
Company addresses its initiatives to contribute to the communities in which it
does business. These initiatives have included, among other things: (1)
offering financial support to improve mathematics, scientific and engineering
education in more than 20 nations on five continents; (2) sponsoring science
and engineering competitions; (3) establishing "Computer Clubhouses” where
kids and young adults can build technological fluency, teamwork, problem-
solving skills and self-esteem; and (4) sharing employee time and talent in a
variety of Company-sponsored volunteer efforts and community service
projects. See Report, pp. 23-26.

Workplace and diversity. The Report discusses the components of the
Company's "Great Place to Work" ethic, which strives to promote equity,
quality and productivity in the workplace. See Report, pp. 14-15. The Report
includes statistical data relating to the Company's employment policies and
practices, including data on: (1) the Company's 2001 U.S. workforce
demographics, broken down by gender, race and ethnicity, and position at the
Company; (2) number of female and minority employees hired in the United
States during 2001; (3) performance-based bonuses paid; and (4) hours of
training and cducation provided at "Intel University." See Report, pp. 30, 31,
28, 29).

Corporate governance. The Report addresses the percentage of the
Company's directors that are independent, the major committees of the board
of directors, and the board's principal responsibilitics. See Report, p.14.

Accountability with stakeliolders. The Report addresses the Company's
efforts to communicate proactively with a variety of stakeholders, including
stockholders, government officials, communities, customers and suppliers.
See Report, pp. 16-17. One issue on which the stakeholder discussion focuses
1s the Company's "supplicr assessment process,"” through which the Company
monitors the environmental, health and safety performance, and the human
resources practices, of its suppliers. In addition, the Report notes that in 2001,
the Company introduced environmental product content specifications for its
suppliers, which identify materials that should not be used in the Company's
products or its outsourced operations. See Report, p. 17. This corresponds to
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the variety of disclosures called for by the Guidelines and discussed above,
with respect to a company's relationships with vendors and suppliers. See
note 6 below and accompanying text.

The information disclosed in the Report, as summarized above, demonstrates that the
Company's "particular policies, practices and procedures” with respect to disclosure of information
about its social, environmental and economic performance, "compare favorably with the guidelines
of the proposal." Morcover, it should be noted that the Guidelines themselves emphasize the
importance of flexibility and encourage companies to report in a manner that is consistent with their
experience in preparing sustainability reports and their capabilities. The Preface to the Guidelines
states that "[t]here are numerous ways to use the 2002 Guidelines." In a section entitled "Flexibility

in Using the Guidelines," the Guidelines indicate that:

GRI encourages the use of the 2002 Guidelines by all organisations,
regardless of their experience in preparing sustainability reports. The
Guidelines are structured so that all organisations, from beginners to

- sophisticated reporters, can readily find a comfortable place along a
continuum of options.

Recognizing these varying levels of experience, GRI provides ample flexibility
in how organisations use the Guidelines. These options range from adherence
to a set of conditions for preparing a report "in accordance" with the
Guidelines to an informal approach. The latter begins with partial adherence
to the reporting principles and/or report content in the Guidelines and
incrementally moves to fuller adoption.

See Report, p.13 (emphasis added). "In sum . . . GRI enables reporters to select an approach that is
suitable to their individual organisations." See Report, p.15.

This same flexibility is exhibited in the Proposal, which requests that the Company publish
a report that is "based on" the Guidelines. The Staff does not require that a company implement
every last detail of a proposal as a prerequisite to reliance on Rule 14a-8(1)(10). Where a company
has satisfied the essential objectives of the proposal, the proposal has been "substantially
implemented." See Masco Corp. (avail, Mar. 29, 1999) and General Motors (avail. Mar. 4, 1996),
in which the Staff previously has concurred that a proposal could be omitted under Rule 14a-
8(i)(10) even though the proposal was not implemented exactly as proposed. Under this standard,
the Company has substantially implemented the Proposal.

Consistent with the incremental approach to reporting that is expressly permitted by the
Guidehines, the Company intends to continue working to enhance the quality of its triple bottom
line disclosure. In this regard, the Company has offered to participate in a forthcoming project to
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develop GRI sector-specific reporting guidelines for the Information and Communications
Technology sector. Other companies view the Company as a leader in social responsibility and
sustainability and frequently survey the Company to identify and share best practices, including
the Company’s reporting practices in these areas.

As the foregoing discussion illustrates, the Company has already acted favorably upon the
objectives of the Proposal, and the Company's policies and practices, as reflected in the Report,
compare favorably with those objectives. For the reasons set forth above, the Company believes
that it may omit the Proposal from the 2003 Proxy Materials pursuant to Rule 14a-8(1)(10) because
the Proposal has been substantially implemented.

2. The Company May Exclude the Proposal Under Rule 14a-8(i)(7) Because It
Deals With Matters Relating to the Company's Ordinary Business Operations.

Based upon well-established precedent, the Company believes that it may exclude the
Proposal pursuant to Rule 14a-8(i)(7) because it deals with matters relating to the Company's
ordinary business operations. In Exchange Act Relcase No. 40018 (May 21, 1998) (the "1998
Release"), the Commission explained that the ordinary business exclusion rests on two central
considerations. The {irst consideration is the subject matter of the proposal. The 1998 Releasc
provides that:

[c]ertain tasks are so fundamental to management's ability to run a company
on a day-to-day basis that they could not, as a practical matter, be subject to
direct sharcholder oversight. Examples include the management of the
workforce, such as the hiring, promotion, and termination of employees,
decisions on production quality and quantity and the retention of suppliers.

Id.

The second consideration is the degree to which the proposal attempts to "micro-manage"
the company by "probing too deeply into matters of a complex nature upon which shareholders as a
group, would not be in a position to make an informed judgment." /d. (citing Exchange Act Release
No. 12999 (Nov. 22, 19706)). Such micro-management may occur where the proposal "secks
intricate detail, or seeks to impose specific time-frames or methods for implementing complex
policies." Id.
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A. Where a proposal requests the preparation of a report or the inclusion of specified
disclosure in Commission-prescribed documents, the relevant inquiry is whether
the subject matter of the report or disclosure relates to ordinary business.

The Proposal requests the preparation of a report that is "based on" the Guidelines. Under
well-established principles, the topic of the report, whatever form it might take, is the relevant
consideration for exclusion on ordinary business grounds.

In Exchange Act Release No. 34-20091 (Aug. 16, 1983), the Commission stated that where
proposals request that companies prepare reports on specific aspects of their business, "the staff will
consider whether the subject matter of the special report . . . involves a matter of ordinary business”
and "where it does, the proposal will be excludable." In accordance with this directive, the Staff has
consistently permitted the exclusion of proposals seeking the preparation of reports on matters of
ordinary business. See, e.g., AT&T Corp. (avail. Feb. 21, 2001); The Mead Corporation (avail.

Jan. 31, 2001}); Wal-Mart Stores, Inc. (avail. Mar. 15, 1999); Nike, Inc. (avail. July 10, 1997).
Similarly, the Staff has taken the position that, where a stockholder proposal secks additional
disclosures in Commission-prescribed documents, the Staff considers "whether the subject matter of
the additional disclosurc sought in a particular proposal involves a matter of ordinary business;
where it does, [the Staff] believe[s] it may be excluded under rule 14a-8(1)(7)." See Johnson
Controls, Inc. (avail. Oct. 26, 1999).

B. Where part of a proposal relates to ordinary business matters, a company may
exclude the proposal in its entirety under Rule 14a-8(i)(7).

The Staff has also consistently taken the position that, where part of a proposal relates to
ordinary business matters, the proposal may be excluded in its entirety. /n E*Trade Group, Inc.
(avail. Oct. 31, 2000), the Staff permitted exclusion of a proposal seeking the formation of a
shareholder committee to suggest ways to increase sharcholder value. In the proposal, the
proponent suggested four possible courses of action to accomplish the objective of enhancing
shareholder value. Although the Staff expressly acknowledged that "the proposal appears to
address matters outside the scope of ordinary business," it permitted exclusion of the entire proposal
because 1t determined that two of the alternatives identified in the proposal "relate to E¥XTRADE's
ordinary business operations" and "it has not been the Division's practice to permit revisions under
rule 14a-8(1)(7)." See also, e.g., International Business Machines Corp. (avail. Jan. 9, 2001)
(permitting exclusion under Rule 14a-8(1)(7) of proposal regarding company's accounting for and
disclosure of pension-related gains and losses; Staff "note[d) in particular that a portion of the
proposal relates 1o ordinary business operations (1.e., the presentation of financial statements in
reports to shareholders.” (emphasis added)); Z-Seven Fund, Inc. (avail. Nov. 3, 1999) (permitting
exclusion under Rule 14a-8(i)(7) of proposal secking implementation of report to special committee
of fund's board of directors; Staff "note[d] in particular that although the proposal appears to
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address matters outside the scope of ordinary business, certain matters contained in the proposal
refer to ordinary business matters.").

The Staff has reached the same conclusion in response to proposals requesting that
companies prepare reports on specific subjects. Where one or more of the matters to be covered in
a report rclates to a company's ordinary business operations, the Staff has taken the position that the
proposal requesting the report can be excluded in its entirety. Three companies recently sought to
omit from their proxy materials a proposal requesting that their respective boards of directors report
on the comipanies' actions to ensure that they did not purchase from suppliers that use forced,
convict or child labor or failed to comply with laws protecting employees' rights. The Staff
permitted all three of these companies to exclude the proposal. In each instance, the Staff "note[d]
in particular that, although the proposal appears to address matters outside the scope of ordinary
business, paragraph 3 of the description of matters to be included in the report relates to ordinary
business operations." See Wal-Mart Stores, Inc. (avail. Mar. 15, 1999); Kmart Corporation (avail.
Mar. 12, 1999); The Warnaco Group, Inc. (avail. Mar. 12, 1999).

The Staff has a long-standing policy of not permitting proponents to revise overly broad
stockholder proposals once 1t becomes apparent that the proposals would be excludable under
Rulec 14a-8(i)(7) becausce they address ordinary business operations. See id.; see also Staff Legal
Bulletin 14 (avail. July 13, 2001). The no-action letters discussed above clearly illustrate that,
where a portion or part of a proposal relates to a company's ordinary business operations, the
company may properly cxclude the entire proposal. The Guidelines call for disclosure regarding a
number of items relating to the Company's ordinary business. Although any one of these items
would be sufficient to render the Proposal excludable in its entirety and the list that follows is not
exhaustive, we wish particularly to note the following ordinary business matters that are covered by
the Guidelines, and with respect to which the Proposal secks disclosure.

1. Products and services offered by the Company.

In secking disclosure "based on" the Guidelines, the Proposal calls for a variety of
disclosures about the Company's decisions regarding the selection of products and the manner of
production. The Staff has consistently taken the position that decisions regarding the products and
services that a company provides, and the manner in which a company furnishes such products and
services, are matters of ordinary business.

Scction 2.2 of the Guidelines, entitled "Major products and/or services, including brands if
appropriate," states that "[t}he reporting organisation should . . . indicate the nature of its role in
providing these products and services, and the degree to which the organisation relies on
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outsourcing." See Guidelines, p.39. Various other items throughout Part C (Report Content) of the
Guidelines would call for other disclosures relating to the Company's products and services.>

On many occasions, the Staff has concluded that decisions regarding the sales and/or
development of particular products relate to a company's ordinary business operations when those
products do not raise significant social or policy issues directly tied to the company's operations.
The fact that a proposal addresses a product that is controversial, sparks public interest or debate, or
otherwise touches upon prominent social issues does not remove a proposal addressing product
selection and/or development from the realm of ordinary business. See, e.g., Alliant Techsystems
Inc. (avail. May 7, 1996) (permitting exclusion of proposal to adopt "policy to end all research,
development, production, and sales” of landmines because production of landmines was consistent
in nature and purpose with other products of munitions manufacturer and thus posed no
extraordinary social issues); Kmart Corp. (avail. Feb. 23, 1993) (permitting exclusion of proposal
that subsidiary stop sales of violent and/or sexually explicit literature and media); McDonald’s
Corp. (avail. Mar. 9, 1990) (permitting exclusion of proposal to "introduce a vegetarian entree
whose means of production neither degrades the environment nor exploits other species"); Border
Inc. (avail. Nov. 30, 1989) (permitting cxclusion of a proposal requesting preparation of a report on
the use of FDA-approved food irvadiation processes and/or radiation-exposed foods in company's
products becausc "choice of processes and supplics used in the preparation of its products” related

A\l t

to company's "ordinary business operations").

LI

See, e.g., Section 2.8, Guidelines, p.39 (quantity or volume of products produced/services
offered; breakdowns of major products and/or identified services); Section 3.16, Guidelines,
p.43 (policies and/or systems for managing upstream and downstream impacts, including
product and service stewardship initiatives (including efforts to improve product design to
minimize negative impacts associated with manufacturing, use and final disposal)); Economic
Performance Indicator (EC)13, Guidelines, p.48 (major externalities associated with the
reporting organization's products and services); Environmental Performance Indicator (EN)14,
Guidelines, p.50 (significant environmental impact of principal products and services); EN15,
Guidelines, p.50 (percentage of weight of products sold that is recyclable or reusable at the end
of the products' useful life and percentage that is actually recycled or reused); EN18, Guidelines,
p.49 (energy consumption footprint ~ i.e., annualized lifetime energy requirements of major
products); Product Responsibility Indicator (PR)2, Guidelines, p.55 (description of policy,
procedures/management systems, and compliance mechanisms related to product information
and labeling}); PR7, Guidelines, p.55 (number and types of instances of non-compliance with
rcgulations concerning product information and labeling, including any penalties or fines
asscssed for non-compliance).
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The Company designs and supplies microprocessors, motherboards, systems, software,
networking and communications equipment, and services that are the building blocks of computer
architecture and the Internet. On a daily basis, the Company's management makes a myriad of
decisions, both Jarge and small, about how best to conduct the Company's design and supply
operations. These decisions involve the types of products and services that the Company offers and
related issues, such as the extent to which the Company relies on outsourcing, the Company's efforts
to improve product design, and the Company's practices with respect to labeling and product
information.# The ability to make these types of decisions autonomously is fundamental to
management's ability to run the Company. Because the report sought by the Proponents calls for
disclosure "based on" items in the Guidelines that involve the Company's products and services, the
Proposal addresses matters that relate to the Company's ordinary business operations.

2. Management of work force.

In seeking disclosure that is "based on" the Guidelines, the Proposal also calls for various
disclosures about the Company's labor and ecmployment practices. Specifically, a significant
portion of Part C (Report Content) of the Guidelines is devoted to disclosures about labor and
employment practices. The Guidelines specify reporting on total payroll and benefits, including
wages, pension, other benefits, and redundancy payments, broken down by country or region. See
Economic Performance Indicator (EC)S, Guidelines, p. 47. The section of Part C entitled "Social
Performance Indicators: Labor Practices and Decent Work" calls for disclosure about 38 separate
items relating to employment practices, including information on the composition of a company's
work force, employce benefits, labor organization and collective bargaining, safety of working
conditions, training, equal opportunity policies, human rights, non-discrimination, freedom of
association, child and forced labor, and discipline. See Labor Performance Indicator (LA)1-LA17,
Human Rights Performance Indicator (HR)1-HR 14, Social Performance Indicator (SO)1-SO7,
Guidelines, pp. 52-55. In addition, other items scattered throughout Part C call for disclosure about
employment-related matters.> The Proposal, as noted above, specifically calls for information on
the use of sweatshop labor, the same subject that the Staff concurred involved ordinary business
matters in the Wal-Mart Stores, Inc, Kmart Corporation, and The Warnaco Group, Inc. letters cited
above.

4 Some of this information would be considered key competitive information for the Company’s
peers or suppliers and would be harmful to the Company if publicly disseminated.

See, e.g., Section 2.8, Guidelines, p.39 (number of employecs; breakdown of employees by
country/region); Section 2.9, Guidelines, p.40 (key attributes of stakeholders, including trade
unions (relation to workforce and reporting organization), and dircct and indirect workforce
(size, diversity, relationship to reporting organization)).
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The Commission has stated that proposals involving "the management of the workforce,
such as the hiring, promotion, and termination of employees,” relate to ordinary business matters.
1998 Release; see also Staff Legal Bulletin 14A (avail. July 12, 2002) (citing same). Consistent
with this position, the Staff has concluded that companies may exclude proposals relating to general
employee compensation matters in reliance on Rule 14a-8(i)(7). See Staff Legal Bulletin 14A
(avail. July 12, 2002); see also, e.g., Xerox Corporation (avail. Mar. 31, 2000) (proposal requesting
that company provide its employees competitive compensation and benefits excludable because
proposal related to "general employece compensation matters"). The Staff has reached the same
conclusion with respect to proposals addressing employee benefits. See, e.g., Wal-Mart Stores, Inc.
(avail. Apr. 2, 2002) (proposal requesting that board implement specified changes involving
employce discounts, company contributions to employee stock purchases, hourly pay, use of
company cards, stock option grants, and employee control of displaying merchandise excludable
because proposal related to "employee benefits, general compensation matters . . . and employee
relations"); AT&T Corp. (avail. Mar. 1, 2002) (proposal requesting that board revise company's
health coverage policy to provide free lifetime health insurance to retirees excludable because
proposal related to "employee benefits").

A substantial portion of the disclosures covered under the Guidelines focuses on the
Company's policies and practices relating to overall working conditions, salaries and benefits,
{raining, health and safety, and other employment issues. These disclosures relate to the
management of the Company's workforce and do not raise significant social policy issues.
Accordingly, the Proposal, which requests a report "based on" the Guidelines, constitutes the type
of proposal that continues to be regarded as addressing ordinary business, as contemplated by the
Commission in the 1998 Release.

Morcover, the Commission has concluded that, even where a proposal addresses matters that
arguably raise social policy issucs, the proposal may nevertheless be excluded if it seeks to micro-
manage a company's business operations. In the 1998 Release, the Commission addressed a no-
action letter issued to Capital Cities/ABC, Inc. (Apr. 4, 1991), in which the Staff permitted
exclusion of a proposal seeking detailed information on the company's affirmative action policies
and procedures. While noting that proposals similar to the one in Capital Cities/ABC, Inc. would
not automatically be excludable on ordinary business grounds, the Commission stated that "some
proposals may intrude unduly on a company's 'ordinary business' operations by virtue of the level of
detail that they seek.” 1998 Release. This was the case in both Capital Cities/ABC, Inc. and Wal-
Mart Stores, Inc. (avail. Apr. 10, 1991). In Wal-Mart, the proposal requested that the company
report on its activities and progress in purchasing goods and services from minority- and female-
owned businesses, on equal employment opportunities, and on affirmative action. In permitting
exclusion of both proposals, the Staff noted in particular that "the proposal[s] involve[] a request for
detailed information on the composition of the Company's work force [and] employment practices
and policies." The Proposal is similar in the level of detail that it seeks about the Company's
employment policies and practices. Accordingly, it would be consistent with the rationale
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underlying the ordinary business exclusion in Rule 14a-8(1)(7) — to prevent the micro-management
of the Company's business operations — to exclude the Proposal because of the highly detailed
nature’of the information it would have the Company compile and include in its GRI-based report.

3. The Company's relationships with suppliers and vendors.

In secking disclosure "based on" the Guidelines, the Proposal also calls for various
disclosures about the Company's relationships with, and the conduct of, the Company's suppliers
and vendors. Specifically, the Guidelines seek disclosure about the key attributes of a company's
suppliers, including information about the products and services provided by suppliers and the

suppliers"local, national and international operations. See Section 2.9, Guidelines, p.40.6 Both the
Commission and the Staff have taken the position that proposals relating to a company's
relationships with suppliers and vendors are excludable because they address matters of ordinary
business.

In the 1998 Release, the Commission cited "retention bf suppliers” as an example of a task
that is "so fundamental to management's ability to run a company on a day-to-day basis" that it
cannot, "as a practical matter, be subject to direct sharcholder oversight." 1998 Release. Consistent
with the considerations underlying Rule 14a-8(1)(7), the Staff has permitted the exclusion of
proposals addressing the practices of a company's suppliers. See, e.g., Hormel Foods Corporation
(avail. Nov. 19, 2002) (proposal requesting report on use of antibiotics by company's meat
suppliers). Similarly, the Staff has permitted the exclusion of proposals requesting information on a
company's practices relating to the selection of vendors and suppliers. In Wal-Mart Stores, Inc.
(avail. Apr. 10, 1991), for example, the Staff took a no-action position with respect to a proposal
requesting a report on the company's efforts to purchase goods and services from minority and
female-owned businesses. In doing so, the Staff "particularly note[d] that the proposal involves a
request for detailed information on . . . the Company's practices and policies for selecting suppliers
of goods and services." See also Wal-Mart Stores, Inc. (avail. April 10, 1992) (permitting exclusion
of proposal involving request for detailed information on, among other things, "relationships with
suppliers and other businesses”).

6 See also, e.g., Section 3.16, Guidelines, p.43 (policies and systems for managing upstream and
downstream impacts, including supply chain management as it pertains to outsourcing and
supplier environmental and social performance); EC11, Guidelines, p.47 (supplicr breakdown
by organization and country, including a list of all suppliers from which purchases in the ,
reporting period represent 10% or more of total purchases in that period and all countries where
total purchasing represents 5% or more of gross domestic product); EN33, Guidelines, p.50
(supplier performance rclative to environmental components of policies and procedures for
managing upstream and downstrcam impacts described in Section 3.10).
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The Company considers numerous factors in selecting and retaining its suppliers and
vendors, including, but not limited to, the quality of products and/or services offered; location;
competitive pricing; distribution capabilities; environmental, health and safety performance; and
human resources practices. Evaluating these considerations is an integral part of the Company's
daily business operations and cannot, from a practical standpoint, be subject to direct stockholder
oversight. Because the report sought by the Proponents calls for disclosure "based on" items in the
Guidelines that involve the Company's selection of, and relationships with, its vendors and
suppliers, the Proposal addresses matters that relate to the Company's ordinary business operations.

4. Decisions regarding the location of, or changes in, the Company's operations.

In secking disclosure "based on" the Guidelines, the Proposal also calls [or disclosure about
decisions regarding the location of, and changes in, the Company's operations. Section 3.18 of the
Guidelines provides that reporting organizations should "[¢]xplain major decisions" during the
reporting period regarding the location of, or changes in, operations, including decisions such as
"facility or plant openings, closings, expansions, and contractions.”

The Staff has consistently taken the position that proposals relating to decisions about the
location of office or operating facilities, including decisions about whether to build new facilities or
cease operations in a particular location, are matters of ordinary business. See, e.g., MCI/
WORLDCOM, Inc. (avail. Apr. 20, 2002) (proposal requesting analysis of economic impact of
relocating company facilities); Minnesota Corn Processors, LLC (avail. Apr. 3, 2002) (decisions
relating to location of corn processing plants); The Alistate Corporation (avail. Feb. 19, 2002)
(proposal requesting that company cease operations in Mississippi); Tenneco, Inc. (avail. Dec. 28,
1995) (dctermination of location of corporate headquarters). The Company routinely makes
decisions about where to locate offices and plants, and where to expand or contract various
segments of its business. For example, as described in the Company's "Global Citizenship Report
2001: Vision and Values,"7 the Company continuously researches global sites for potential future
expansion. Its comprehensive site selection process evaluates several criteria, including the land's
physical characteristics, local utility infrastructure, transportation capabilities, technical workforce,
construction and supplier capabilities, human and labor rights, permitting and investment
conditions, and risk assessment of security issues such as corruption, terrorism, crime and political
instability. These types of decisions involve complex considerations and are best left to the
expertise of the Company's management. Because the report sought by the Proponents calls for
disclosure about the location of the Company's operations and changes in the Company's operations,
the Proposal addresses matters that relate to the Company's ordinary business operations.

7 See p.17. The report is available on the Company's website at http:/www.intel.com/intel/
finance/presentations/PDF_Files/GlobeBroch2002.pdf. See Exhibit C.
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C. The Company may exclude the Proposal in its entirety under Rule 142-8(i)(7)
because, in seeking a report that is "based on" the Guidelines, the Proposal calls
for disclosure about a number of items relating to the Company's ordinary business
operations and it seeks to micro-manage those operations.

The Proposal calls for disclosure about items that directly relate to the day-to-day conduct of
the operations and business of the Company. Decisions about the products and services offered by
the Company, its employment policies and practices, its relationships with its vendors and suppliers,
and major decisions regarding the location of, and changes in, the Company's operations, are an
integral part of the daily business operations of the Company. Overseeing and managing these
areas of the Company's business involve the efforts of thousands of employees who make thousands
of decisions, large and small, in the course of performing their daily job functions. These decisions
are so fundamental to management's ability to run the Company on a day-to-day basis that they
canneot, as a practical matter, be subject to direct stockholder oversight.

In addition, we believe that the Proponents' efforts to elicit disclosure "based on" the
Guidelines represent an attempt to "micro-manage" the Company by probing too deeply into
complex matters about which stockholders, as a group, are not well positioned to make informed
judgments. The Company cwrently discloses information about its operations and financial results
in accordance with applicable Commission rules and regulations. In those areas where management
has decmed appropriate, the Company also discloses information beyond that required by law. For
example, as discussed above, beginning with fiscal year 2001, the Company issued its first public
comprehensive report focusing on corporate responsibility. The Guidelines consist of a five-part
document, numbering more than 100 pages, that specifies a host of specific "elements" and
"indicators" to be disclosed in accordance with 11 different pnnciples. The Guidelincs call for
highly detailed disclosure of a voluminous amount of information. As part of its responsibility to
run the Company's daily operations, the Company's management has made certain decisions about
the amount and kinds of information, beyond that required by applicable law, that the Company
should disclose on a voluntary basis. These decisions reflect a balance among a variety of
considerations, including the need to provide stockholders with useful information. Stockholders
should not be permitted to micro-manage the Company by substituting their judgment for that of
management and specifying in minute detail the information that the Company should disclose.

In this respect, we believe that the Proposal differs from another proposal addressing
sustainability issues that was the subject of a recent no-action letter issued by the Staff. In Johnson
Controls, Inc. (avail. Nov. 14, 2002), the Staff determined that the company could not omit under
Rule 142-8(i)(7) a proposal requesting that the board prepare "a report dealing with the social and
environmental issues related to sustainability.” The proponents specified in the supporting
statement that the report should include: (1) the company's operating definition of sustainability; (2)
a review of current company policies and practices related to social, environmental and economic

TOTAL P.B2
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sustainability; and (3) a summary of long-term plans to integrate sustainability objectives
throughout company operations.

Unlike the Proposal, the proposal at issue in Johnson Controls, Inc. was comparatively
general and offered the company substantial flexibility in structuring its report, even going so far as
to permit the company to create its own definition of "sustainability." The Proposal, by contrast,
ties the content of the requested annual report to the Guidelines, which contain very specific,
detailed requirements about the information companies should disclose and how they should make
these disclosures. Accordingly, the Proposal seeks to micro-manage the Company's disclosures in a
manner not contemplated by the proposal in Johinson Controls, Inc.

For the reasons set forth above, the Company believes that it may omit the Proposal from the
2003 Proxy Materials pursuant to Rule 14a-8(i)(7) because it directly relates to the Company's
ordinary business operations.

CONCLUSION

Based on the foregoing, we hereby respectfully request that the Staff not recommend any
enforcement action if the Company excludes the Proposal from the 2003 Proxy Materials. Should
you disagree with the conclusions set forth in this letter, we respectfully request the opportunity to
confer with you prior to the determination of the Staff's final position. We would be happy to
provide you with any additional information and answer any questions that you may have regarding
this subject. Please do not hesitate to call me at (202) 955-8671, or Rachel E. Kosmal, the
Company's Senior Attorney, at (408) 765-2283, if we can be of any further assistance in this matter.

Regards,

)

Ronald O. Mueller
Attachments

cc: Rachel E. Kosmal, Esq., Intel Corporation
William C. Thompson, Jr., Comptroller of the City of New York
Vicki Cummings, Chief Financial Officer, Sisters of Mercy of the Americas
Susan Vickers, RSM, Director of Advocacy, Catholic Healthcare West
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COMPTROLLER OF THE CITY OF NEW YORK
1 CENTRE STREET
NEW YORK, NY 10007-2341
(212) 669-3500

WiLLlam €. THOMPSON, JR.
COMPTROLLER

November 26, 2002

Mr. F. Thomas Dunlap, Jr.
Secretary

Inte] Corporation

2200 Mission College Blvd.
Santa Clara, CA 95052-8119

Dear Mr. Dunlap:

As the Comptroller of the City of New York, I am the investment adviser and a trustee of
the New York City Employees’ Retirement System, the New York City Teachers'
Retirement System, the New York City Police Pension Fund, and the New York City Fire
Department Pension Fund (the "funds"). The funds’ boards of trustees have authonzed
me to inform you of our intention to offer the enclosed proposal for consideration and
approval of stockholders at the company's next annual meeting.

This proposal asks the company to disclose its social, environmental, and economic
performance by issuing an annual report based on the Global Reporting: Initiative's
sustainability reporting guidelines. The use of these guidelines by corporations will

allow sharcholders and other interested stakeholders to better evaluate corporate
performance in these areas.

I submit the proposal to you in accordance with Rule 14a-8 of the Securities Exchange
Actof 1934 and ask that it be included i your proxy statement.

Letters from Citibank are enclosed cenifying the funds' ownership, for over a year, of
22,216,316 shares of Intel Corporation common stock, with a market value of over
$444,326,320 mullion. Each fund intends to continue to hold at least $2,000 worth of
these securities through the date of the annual meeting.

Made From 100% Recycted Paper



Mr. Dunlap
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We would be happy to discuss this initiative with you. Should the board decide to
endorse its provision as corporate policy, the funds will ask that the proposal be
withdrawn from consideration at the annual meeting. Please feel free to contact

Mr. Patrick Doherty of my office at (212) 669-2651, if you have any further questions on
this matter.

Very truly yours,

e

William C. Thompson, Jr.
WCT:pdima

Enclosures

Avintel gri shr.lz.

Mage From 100% Recycied Paper



INTEL CORPORATION

RESOLUTION TO DISCLOSE SOCIAL, ENVIRONMENTAL, AND
ECONOMIC PERFORMANCE

Whereas:
Disclosure of key information is a founding principle of our capital markets;

For investors, sustainability reporting will provide non-financial information that can
contribute to long-term sharcholder value. The Dow Jones Sustainability Index World
(DISI World), which analyzes financial performances as well as the economic,
environmental, and social performances of included companies, has outperformed the
Dow Jones Global Index from 1994 to 2001,

We believe the linkage between sustainability performance and long-term shareholder
value is awakening mainstream financial companies to new tools for understanding and
predicting value in capital markets. Major firms including ABN-AMRO, Neuberger
Berman, Schroders, T. Rowe Price, and Zunch Scudder subseribe to information on
social and environmental risks and opportunities to help make investment decisions,
according to Innovest, an environmental investment research consultant;

Companies increasingly recognize that transparency and dizlogue with stakeholders
about performance, priorities, and future sustainability plans are key to business success.
For example, 3M Company reports that its long-term success depends upon
implementing principles of sustainable development and “stewardship to the
environment.” Likewise, Alliant Energy states that tomorrow’s investors will support
energy companies “that have demonstrated the ability to minimize their impact on the
environment”,

We believe sustainability reporting can warn of trouble spots and signal cost-saving
opportunities, to both management and sharcholders. Disclosure of energy consumption
allows companies and sharcholders to assess environmental performance, potential
regulatory actions and reputational risk associated with business activities;

The Global Reporting Initiative (GRI) (www.globalreporting.org) is an international
standard-setting organization with representatives from business, environmental, human-
rights and labor communities. The GRI Sustamabxllty Reporting Guidelines (the
Guidelines), created by the GRI, provide companies with (1) a set of reporting principles
essential to producing a balanced and reasonable report and (2) guidance for report
content, including performance against core indicators in six categories (direct econormnic
impacts, environmental, labor practices and decent work conditions, human rights,
society, and product responsibility);

More than 120 companies worldwide, including Agilent Technologies, Baxter
International, BASF, British Telecom, Bristol-Myers Squibb, Danone, Electrolux, Ford,
General Motors, Interface, KLM, NEC, Nike, Nolﬂa, and Volkswagen, use the
Guidelines for sustainability reporting;



Moreover, many important global organizations support the Guidelines. At the 2002
Johannesburg World Summit on Sustainable Development, Article 17 of the Plan of
Implementation commits countries to “enhance corporate environmental and social
responsibility and accountability.” In the United States, the EPA modeled certain
disclosure requirements on the environmental component of the Guidelines. The
European Union Framework for Corporate Social Responsibility recommends the use of
the Guidelines. Australia, Japan and the United Kingdom have developed voluntary
reporting guidelines consistent with the Guidelines. In 2002 the Johannesburg Stock
Exchange became the first exchange to require all listed companies to comply with a
code of conduct that requests disclosure of non-financial information consistent with the
Guidelines,

RESOLVED:

That shareholders request that Intel Corporation disclose its social, environmental and
economic performance to the public by issuing an annual report based on the Global
Repeorting Initiative’s sustainability reporting guidelines.



Sisters of Merey of the Americas

i Regional Community of Burlingame
Hermanas de 12 Misericordia de las Américas 2 of

December 9, 2002

Mr. F. Thomas Dunlap, Jr.
Secretary

Intel Corporation

2200 Mission College Blvd,
Santa Clara, CA 95052-8119

Dear Mr. Dunlap:

The Sisters of Mercy, Burlingame, seek to reflect its values, principles and mission in its
investment decisions. We are concemed about the social, environmental and economic
performance of those companies which we invest in.

Sisters of Mercy, Burlingame is the beneficial owner of 5,400 shares of Intel common stock.
Proof of ownership of common stock in the company for at least the last twelve months is
attached. We have held the requisite amount of stock for over a year. We intend to maintain
ownership through the date of the annual meeting.

We hereby notify the company that we are co-sponsoring the enclosed shareholder proposal. We
present it for inclusion in the proxy statcment for action at the next stockholders meeting in
accordance with rule 14-2-8 of the General Rules and Regulations of the Securities and Exchange
Act of 1934, 1n addition, we request that we be listed as a sponsor of this resolution in the
company proxy statement. There will be a representative present at the stockholders meeting to
present this resolution as required by SEC Rules. We are filing this resolution along with other
concemed investors. The primary filer on this resolution is the NYC Pension Funds.

We are filing the resolution in order to meet the deadline for submission, It is our tradition as
religious investors to seek dialogue with companies to discuss the issues involved in the
resolution. We hope that a dialogue of this sort is of interest to you as well,

Sincerely,

Vicki Cummings
Chief Financial Officer

Enclosure

cc: NYC Pension Funds
ICCR

Administration

2300 Adeline Drive
Burimgame, CA 94010-5599
(650) 340-7410

Fax (650) 347-2550



INTEL CORPORATION

RESOLUTION TO DISCLOSE SOCIAL, ENVIRONMENTAL, AND
ECONOMIC PERFORMANCE

Whereas:
Disclosure of key information is a founding principle of our capital markets;

For investors, sustainability reporting will provide non-financial information that can
contribute to long-term shareholder value. The Dow Jones Sustainability Index World
(DISI World), which analyzes financial performances as well as the economic,
environmental, and social performances of included companies, has outperformed the
Dow Jones Global Index from 1994 to 2001;

We believe the linkage between sustainability performance and long-term shareholder
value is awakening mainstream financial companies to new toois for understanding and
predicting value in capital markets. Major firms including ABN-AMRO, Neuberger
Berman, Schroders, T. Rowe Price, and Zurich Scudder subscribe to information on
social and environmental risks and opportunities to help make investment decisions,
according to Innovest, an environmentzl investment research consultant;

Companies increasingly recognize that transparency and dialogue with stakeholders
about performance, priorities, and future sustainability plans are key to business success.
For example, 3M Company reports that its Jong-term success depends upon
implementing principles of sustainable development and “stewardship to the
environment.” Likewise, Alliant Energy states that tomorrow’s investors will support
energy companies “that have demonstrated the ability 1o minimize their impact on the
envirenment’’; ‘

We believe sustainability reporting can wam of trouble spols and signal cost-saving
opportunities, to both management and shareholders, Disclosure of energy consumptien
allows cocmpanies and sharehelders to assess environmental performance, potential
regulztory actions and reputational risk associated with business activities;

The Global Reporting Initiative (GRI) (www.globalreporting.org) is an intemnational
standard-setting organization with representatives from business, environmental, human-
rights and labor communities. The GRI Sustainability Reporting Guidelines (the
Guidelines), created by the GRI, provide companies with (1) a set of reporting principles
essential to producing a balanced and reasonable report and (2) guidance for report
content, including performance against core indicators in six categories (direct economic
impacts, environmental, labor practices and decent work conditions, human rights,
society, and product responsibility);

More than 120 companies worldwide, including Agilent Technologies, Baxter
International, BASF, British Telecom, Bristol-Myers Squibb, Danone, Electrolux, Ford,
General Motors, Interface, KLM, NEC, Nike, Nokia, and Volkswagen, use the
Guidelines for sustainability reporting;



Meorcover, many imporant global organizations support the Guidelines. At the 2002
Johannesburg World Summit on Sustainable Development, Article 17 of the Plan of
Implementation commits countries to “‘enhance corporate environmental and social
responsibility end accountability.” In the United States, the EPA modeled certain
disclosure requirements on the environmental component of the Guidelines, The
European Union Framework for Corporate Social Responsibility recommends the use of
the Guidelines. Australia, Japan and the United Kingdom have developed voluntary
reporting guidelines consistent with the Guidelines. In 2002 the Johannesburg Stock
Exchange became the first exchange to require all listed companies to comply with a

code of conduct that requests disclosure of non-financiel informalion consistent with the
Guidelines, :

RESOLYED:

That shareholders request that Inte] Cerporation disclose its social, environmental and
economic performance to the public by issuing 2n annual report based on the Global
Repoerting Initiative's sustainability reporting guidelines.



Catholic Healthcare West é 700 a&mgomw Soeet
: e 3
i CHW A San Francisco, CA 941111024

(415) 438-5500 Telephone
(415) 438-5724 Facsimle

December 9, 2002

M. F. Themas Dunlap, Jr.
Sccretary

Inte} Corporation

2200 Mission Callege Blvd,
Santa Clars, CA 95052

Re: Sharcholder Proposal for 2003 Annus] Meeting

Dear Mr, Dunlap:

Catholic Healthcare West (CHW) is a health care delivery system serving cormmunities in the western
United States. As a religiously spopsored organization, CHW seeks to reflect its values, principles and
mission in its invesunent decisions.

Catholic Healthcare West is the beneficial owner of 89,200 shares of Intel Corporstion common stock. A
letter verifying our ownership is enclosed. We have held the requisite amount of stock for over 2 year and
intend to maintain ownership through the annual meeting.

We present the attached resolution for inclusion in the proxy staterent foaction at the annua) meeting in
2003 m accordance with rule 142-8 of the general rules and régiiTations of the Securities and Exchange Act
of 1934, We request that Catholic Healthcare West be listed as a cosponsor of this resolution in the
company proxy statement. Thore will be a representative present at the annual meeting to present this
resolution as required by SEC rules. We are filing this resolution along with other concerned investors. The
NYC Pension Funds are the primary contact. ‘

We recognize Intel's Jeadership in corporate social responsibility and would welcome dialogue with
representatives of our company, which might Jead to withdrawal of the resolution prior to the 2003 annual
meeting. .

Sincerely,

Busoun Vickars

Susan Vickers, RSM
Director of Advocacy

Encl.

Cc: NYC Pension Funds
ICCR



INTEL CORPORA'TIO;\'

RESOLUTION TO DISCLOSE SOCIAL, ENVIRONMENTAL, A‘{D
ECONOMIC PERFORMANCE

\Whereas;
Disclosure of key mfomauon is a founding principle ofour capital markets;

For investors, sustzinability reporting will provide non-financial information that can
contribute to long-term sharcholder value. The Dow Jones Sustainability Index World
(DJST World), which analyzes financie! performances 2s well as the economic,

environmental, and social perforraances of included companies, has outperformed the
Dow Jones Global Index from 1994 to 2001

We believe the linkage between sustainability performance and long-term shareholder
value is awakening mainstream financisl companies to new tools for understanding and
predicting value in capital markets. Mejor firms including ABN-AMRO, Neuberger
Berman, Schroders, T. Rowe Price, and Zurich Scudder subscribe to information on
social and environmental risks and opportupities to help make investment decisions,
according to Innovest, an environmental investment research consultant,

Companies increasingly recognize that transparency and dialogue with stakeholders
ebout perfommance, prionties, and future sustainability plans are key to business success.
For example, 3M Company reports that its long-term success depends upon
jmplementing principles of sustainable development and “stewardship to the
environment.” Likewise, Alliant Energy states thet tomomow's investers will support

evergy companies “that heve demonstrated the ebility to minimize their impact on the
environment’;

We believe sustainability reporting can wam of trouble spots end signal cost-saving
opporiunities, 10 both management and shereholders, Disclosure of energy consumption
allows companies and shareholders to assess environmental performance, potential
regulatory actions and reputational risk essocizted with business activities;

The Global Reporting Initiative (GRI) (www.globalreponting.org) is an international
stancard-setting organization with represeitatives from business, environmental, human-
rights and labor communities. The GRI Sustainability Reporting Guidelires (the
Guidelines), created by the GRI, provide companies with (1) a set of reponting principles
essential to producing a balanced and reasonable report and (2) guidance for report
content, including performance against core indicators in six categories (direct economic
impaets, environmental, labor practices and decent work conditions, human rights,
society, and product responsibility):

More than 120 compenics worldwide, including Agilent Technologies, Baxter
Intemnationsl, BASF, British Telecom, Bristol-Myers Squivbb, Danone, Electrolux, Ford,
General Motors, Interface, KLM, NEC, Nike, Nokis, and Volkswagen, use the
Guldelines for sustainability reporting;



Moreaver, many imupontant global organizations support the Guidelines. At the 2002
Johannesburg World Surmrait on Sustainable Development, Article 17 of the Flan of
Implementation coramnits countries to “enhance corporate environmental ang social
responsibility and accountability,” In the United Ststes, the EPA modeled certain
disclosure requirements on the environmental component of the Guldelines, The
European Union Framework for Corporate Social Responsibility recommends the use of
the Guidelines. Ausiralia, Japan and the United Kingdom have developed voluntary
reporting guidelines consistent with the Guidelines. In 2002 the Johapnesburg Stock
Exchange became the first exchange to require all listed companies to comply with 2
code of conduct that requests disclosure of non-financial information consistent with the
Cuidelines, '

RESOLVED:

Thet shareholders request that Inte) Corporation gisclose {13 socizl, environmental and

cconomi¢ performance to the public by issuing an annual report based on the Glebal
Reportinp Initiative's sustainability reporting guidelines.



EXHIBIT B

GLOBAL REPORTING INITIATIVE
2002 SUSTAINABILITY GUIDELINES







THE GRI BOARD OF DIRECTORS

Roger Adams

jacqueline Aloisi de Larderel

Fabio Feldmann

Toshihiko Goto

Judy Henderson>

Hanns Michael Holz
Jamshed ). Irani

Robert Kinloch Massie

Mark Moody-Stuart

Anita Normark

Nyameko Barney Pityana

Barbara Shailor

Bjorn Stigson

Allen White

Peter Wong

*Chair

Association of Chanered Cenilicd Accountants

United Nations Environment Progranumne,
Division of Technology, Industry, and Economics

Brazilian Foundation for Climate Change;
former Secretary of Environment, State of Sao Paulo

Environmental Auditing Rescarch Group

Immediate past Chair,
Australian Fthical Invesiment Lid

Deutsche Bank Group
Tata Sons Limited

Caoalition for Environmentally
Responsible Economics

Retired Chair, Royal Duich/Shell

Imernational Federation of Building
and Wood Warkers

University of South Africa; former Chair,
South Africa Human Rights Commission

American Federation of Labor-Congress
of Industrial Organizations

World Business Coundil for
Sustainable Development

Acting Chief Exccutive, Global Reporting Initative

Consultant, Deloitte Touche Tohmatsu, Hong Kong;
Board Member, Intemational Federation of
Accountants



5=
-
=]
e
<
=
<
-
wn
=2
wn

[S- I ]
= w
- =
-
r -
OE
a 9
- -
RU
D

2002



Further information on the GRI and the Sustainability Reporting Guidelines
may be obtained from:

www.globalreporting.org

info@globalreporting.org

Global Reporting Initiative

Interirm Secretariat

11 Arlington Street

Boston, MA 02116 USA

Tel: +1-617-247-0700

Fax:+1-617-267-5400

As of September 2002, the GRI Secretariat will be located in Amsterdam, Netherlands.
Please check the GRI website for contact details.

© 2002 Global Reporting Initiative

Copyright and Trademark Notice

This document is copyright-protected by the Global Reporting Initiative (GRI).

The reproduction and distribution of this document for comment and/or use in preparing
a GRI-based report is permitted without prior permission from the GRI. However, neither
this document nor any extract from it may be reproduced, stored, or transferred in any
form for any other purpose without prior written permission from the GRI.

Global Reporting Initiative, the Global Reporting Initiative logo, Sustainability Reporting
Guidelines, and GRI are trademarks of the Global Reporting Initiative.



PREFACE

The Board of Directors of the Global Reporting Initiative (GR1 is pleased 1o release the
2002 Sustainability Reporting Guidelines. This event marks a major milestone in the evo-
lution of GRI both as an institution and as a reporting framework. From an tnstitutional
perspective, it marks the beginning of the first cyde of release, testing, review, and revi-
sion under GRIU's new governance structure. From a reporting perspecrive, the 2002
Guidelines represent the cutmination of two years of revisions work involving hundreds
ol individuals, as well as a significant advancement in rigour and quality relative 1o the
June 2000 Guidelinies. The GRI Board recognises that this remains “work in progress”,
GRI is a tiving process that operares in the spirit of *leaming by doing”. We are con-
vinced that the lessons gained from using the Guidelines are the best compass for guid-
ing ongoing improvement.

The GRIwas launched in 1997 as a joint initiative of the U.S. non-governmental organ-
isation Coalition for Environmentally Responsible Economies (CERES) and United
Nations Environment Progranune with the goal of enhandng the quality, rigour. and
utility of sustainability reponing. The inidative has enjoyed the active support and
engagement of representatives from business, non-profit advocacy groups, accounting,
bodies, investor organisations, trade unions, and many more. Together, these different
constituencies have worked to build a consensus around a set of reporting guidelines
with the aim ol achieving worldwide acceptance.

The first set of GRI Sustainabiliny Reporting Guidelines appeared as an Exposure Draft in
1999. Following testing and public comment, the GRI released the June 2000
Guidelines. A revision process began immediately and continued over the next two years,
culminating in the work of the past six months. The process has benefited from exten-
sive public comment from stakeholders worldwide. Every comment was carcfully
considered and a deliberate choice was made on which to incorporate, We recognise
that not all suggestions were integrated into the new Guidelines but we strongly encour-
age continued engagement from all partics during the next cyde of revisions.

GRI recognises that developing a plobally accepted reporting framework is a long-term
endeavour. In comparison, finandal reporting is well over half a century old and siill
evolving amidst increasing public attention and scrutiny. The 2002 Guidelines represent
the GRI Board's view of a conscnsus on a reporting framework at this point in time
that is a blend of a diverse range of perspectives.

There are numeraus ways to use the 2002 Guidelines. An organisation may choose 1o
simply use them for informal reference or 1o apply the Guidelines in an incremental
fashion. Allernatively, an organisation may decide o report based on the more demand-
ing level of “in accordance”. This level of reporting relies on transparency to balance
the need for flexibility in reporting with the goal of enhancing comparability across
reporiers. GRI welcomes all reporting organisations—whether beginners or advanced—
as users of the Guidelines.

- SstainabilRepork Gildelines
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The release of the 2002 Guidelines marks the beginning of a new cyde ol revisions.
The GRI Board of Directors is developing a clear and detailed due process for the fur-
ther refinement of the 2002 Guidelines with the aim of releasing an updated version in
2004. During the next two years, this process will offer ample opportunity for consul-
tation on all aspects of the Guidelines. We invite all parties o join us—through testing,
through working groups, through interactions with GRI's govemance structure—
in the on-going process of building the core guidelines, sector supplements, and weh-
nical protocols of the GRI framework into the next step {forward in the evolution of
sustainability reporting.

Dr. Judy Henderson
Chair, GRI Board of Dircctors
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INTRODUCTION

The Global Reporting Initiative (GRI) is a long-term, multi-stakeholder, international
process whose mission is 1o develop and disseminate globally applicable Sustainability
Reporting Guidelines ("Guidelines”). These Guidelines are for voluntary use by organisa-
tions! [or reporting on the economic, environmental, and social dimensions of their
activities, products, and services2. The aim of the Guidelines is 1o assist reporting organ-
isations and their stakcholders in articulating and understanding contributions of the
reporting organisations to sustainable development,

Since publication of the first Guidelines in June 2000, the trends that catalysed the for-
mation of GRI have continued unabated and, i most cases, have intensified. The
issues—globalisation and corporate governance, accountability, and citizenship—have
now moved to the mainstream of policy and management debates in many organisa-
tions and the countrics in which they operate. The turbulent first years of the 21st cen-
tury underscore the reason for GRI's rapid expansion: higher standards of accountability
and increasing dependence on wide-ranging extemal multi-stakeholder networks will
form a significant part of the fabric of organisational practice in the ycars to come.

Support for creating a new, generally accepted disclosure framework for sustainability
reporting continues 1o grow among business, civil sodety, government, and labour stake-
holders. GRI's rapid evolution in just a few years from a bold vision to a new perma-

nent global institution reflects the imperative and the value that various constituencies
assign 10 such a disclosure framework. The GRI process, rooted in indusiveness, trans-
parency, neutrality, and continual ¢enhancement, has enabled GRI to give concrete
expression to accountability (see Annex 1 for an overview of GRIL)

TRENDS

what, specifically, are the key trends during the last two years that have fuelled GRI's
swift progress? Among the most influential are;

Expanding globalisation: Expansion of global capital markets and information tech-
nology continue to bring unprecedented opportunities for the creation of new wealth.
At the same time, there is deep scepticism amaong many that such wealth will do any-
thing to decrease sodal inequities. While governmental and non-govermmental enti-
ties are major players in the globalisation process, it is corporate activity that remains
its driving force. The result: all parties—including corporations—are seeking new forms
of accounability that credibly describe the consequences of business activities wher-
ever, whenever, and however they occur.

Scarch for new forms of global governance: Globalisation challenges the capacity of
cxisting international and national institutions 1o govern corporate activity. One
dramatic indication of this concern has been the indpient interest in a binding inter-

. This includes corpurate, governmenital. and non-governmental organisations, All are included within
GRI's mission. In its first phase, GRI has emphasised use of the Guidelines by corporations with the
expectation that governmental and non-governmental organisations will follow in duc course.

re

. GRI uses the term “sustain~biity reporting” synonymously with citizenship reporting, social reporting,
triple-bottom line reportiug and ether ters that encompass the economic, enviranmuental, and sucial
aspects of an organisation’s performance.




introduction

EFFECTIVE CORPORATE
GOVERNANCE DEPENDS ON
ACCESS TO RELEVANT, HIGH-
QUALITY INFORMATION THAT
ENABLES PERFORMANCE
TRACKING AND INVITES NEW
FORMS OF STAKEHOLDER

ENGAGEMENT.

national convention on corporate accountability. The borderless global cconomy
requires cqually borderless governance structures 1o help direar privaie secior acrivity
toward outcomes that are sodally and enviromumentally, as well as economically, ben-
eficial. New madels of international governance, affecting such arcas as greenhouse
gas emissions, {orestry and fishing practices, ozone depletion, labour praatices, and finan-
cial accounting standards, exemplify a new gencration of initiatives that align gover-
nance with the ¢hallenges of an increasingly complex and interconnecied world. A key
theme in all of these emerging governance models is the demand for higher levels of
transparency.

Reform of corporate governance: Pressures on corporations 1o establish and maintain
high standards of intemnal governance are accelerating. As socicty witnesses the grow-
ing influence of corporations in driving cconomic, environmental. and sodal change,
investors and other stakeholders expeat the highest standards of ethics, transparency,
sensitivity, and responsiverness from corporate executives and managers. Governance
systems are increasingly expeced o extend beyond their iraditional focus on investors
o address diverse stakeholders. The independence of board members, executive par-
ticipation in external partnerships, compensation and incentive schemes, and integrity
of auditors are under increasing scrutiny. Effective corporate governance depends on
access 1o relevant, high-quality information that enables performance tracking and
invites new forms of stakeholder engagement. The proliferation of corporate gover-
nance initiatives—the Cadbury Commission and the Turnbull Report in the United
Kingdom (UK), the King Report in South Africa, Brazil's innovative New Stock
Exchange, OECD's Guidelines for Mudiinational Enterprises and Corporate Governance Prin-
cipies, and the World Bank’s Corporate Governance Forum—atiest 1o rising expeca-
tions for high standards of corporate hehaviour.

Global role of emerging ccononiies: The same globalisation, accountability, and gov-
emance trends evident in industrial nations are taking root in emerging economies.
Nations such as Brazil, India, and South Africa are full participants in the globalisation
process. The technology innovation and capital flows that powered globalisation in the
last decade now permeate these emerging nations, positioning them as regional and
global players on the economic stage of the 21st century. At the same time, tightly linked
global supply chains are spreading common management practices and increasing
accountability pressures into all segments of the value chain. Corporate accountability
has expanded from its early association with multi-national (or trans-national) corpo-
rations into a broad-based movement that is affecting private sector entities of all sizes
around the world,

Rising visibility of and expectations for organisations: The spread of the Internet
and communications technologies is accelerating the global transfer of information and
amplifying the speed and {orce of feedback mechanisms. Consumers, supporied by
growing media coverage of sustainability issues, have ready access 10 information about
organisations at an unprecedented level of detail. Comparies in particular are fading
more dearly articulated expectations from customers and consumers regarding their
contributions to sustainable development. Several recent high-profile events have
exemnplified the risks to reputation and brand image assodiated with poor sustainabil-
ity management.

Measurement of progress toward sustainable development: As susiainable devel-
opment has become widely adopted as a foundation of public policy and organisational
strategy, many organisations have wrned their attention to the challenge of translat-

L O AL e,
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ing the concept into practice. The need to better assess an organisation’s status and align
future goals with a complex range of external factors and parmers has increased the
urgency of defining broadly accepted sustainability performance indicators.

Governments” interest in sustatnabilite reporting: When GRI was conceived in 1997,
governmental interest in integrated economic, environmental, and social reporting was
scant. Today, voluntary, statutory, and regulatory initiatives abound. In Australia, the
United States of America (USA), Taiwan, Japan, and European Union countries such
as France, the Netherlands, UK, and Denmark, incentives and requirements to enlarge
the scope of conventional corporate finandal reponting to include non-financial infor-
mation are rapidly unfolding. Sorne actions are motivated by national environmental
and sodal policy goals, others by investor pressures 1o obtain a clearer picture of cor-
porate performance via the securitics regulatory pracess. Al indications point 1w
continuing expansion of govertimental reponing initiatives to new countrics and
regions over the next few years.

Friancial markets fnterest in sustatnability reporting: The finandal industry slowly
but steadily is embracing sustainability reporting as part of its analytical wolkit. Spurred
in part by yrowing demand for social and cthical funds among institutional and indi-

vidual invesiors, new “socially responsible” indices are appearing each year. At the same
nime, the exploration of the relationship between corporate sustainability activities and
sharcholder value is advancing. Linkages between sustainability perfonmance and key
value drivers such as brand image, reputation, and future asset valuation are awak-
ening the mainstream finandal markets to new tools for understanding and predici-

ing value in capital markets.

Emerqgence of next-gencration acconnting: The lawe 20th century saw worldwide
progress in harrnonising finandal reporting, Indeed, 1he rich tradition of finandal report-
ing, continually evolving 1o capture and communicate the financial condition of the
organisation, has inspired GRI's evolution. Yet today, many observers—including
accountants themscelves—recognise that charaacrising the “bncks and mortar” econ-
omy of the past will not suffice as a basis for characterising today’s information
economy. Valuing intangible assets—human capital, environmental capital, alliances
and partnerships, brands, and reputation—must complement the valuation of con-
ventional 1angible asscts—factories, equipment, and inventory. Under the rubric of
“business reporting”, “imangible assets analysis”, and "value reporting”, a number of
accounting groups have launched programmes to explore how accounting standards
shouldd be updated o embrace such value drivers. New concepts of risk, opportunity,
and uncenainty are likely to emerge (see Annex 2).

BENEFITS OF REPORTING

All these trends are familiar (0 managers seeking (o sharpen their competitiveness in
a globalising world. For the 1two thousand or more companies worldwide that are
already reporting, the business justification for economic, environmental, and sodal
reporting is fact, not hypothesis. While no reporting organisation may ever sce the full
range of potential benefits, observers point ta the following common views in the busi-
NECSS COITINUNity:

» Effccrive management in a global economy, where information (reliable or upre-
liable) travels at Internet speed, requires a fvmadivc approach. Measuring and
reporting both past and anticipated performance is a critical management tool in
today’s high-speed, interconnected, *24-hour news” world.

Heehea
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CHARACTERISING THE
“BRICKS AND MORTAR"
ECONOMY OF THE PAST WILL
NOT SUFFICE AS A BASIS FOR
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» Today's strategic and operational complexities require a continual dialogue with
investors, customers, advocates, suppliers, and employecs, Reporting is a key ingre-
dient to building, sustaining. and cominually refining stakeholder engagement.
Reports can help conununicate an organisation’s ¢conomic. enviromumental, and
social opportunities and challenges in a way far superior to simply responding to
stakeholder information requests.

» Cuompanics increasingly emphasise the imponance of relationships with external
parties. ranging from cansumers to Nvestors 1 community groups. as key to

BY DRAWING THOUSANDS their business success. Transparency and open dialogue about performance,

‘ pricrities, and future sustainability plans helps 1o strengthen these partnerships and
‘OF PARTNERS INTO A :
to build trust.

MULTI-STAKEHOLDER ’ » Sustainability reporting is a vehicle for linking ypically discrete and insular func-
PROCESS, GRI CONTINUES tions of the comporation—Ifinance, marketing, rescarch and development—in a
‘ more strategic manner. Sustainability reportng opens internal conversations whiere

YO WORK TOWARD ] .
. they would not otherwise occut.
HARMONISATION OF » The process of developing a sustainability repon provides a warning of trouble
DISCLOSURE. spots—and unanticipated opportunitics—in supply chains, in communitics,
g amonyg regulators, and in reputation and brand management, Reponting helps
management evaluate potentially damaging developments betore they develop

into unwelcome surprises.

» Susiainability reporting helps sharpen management’s ability 10 assess the organi-
saton’s contribution to natural, human, and social capital. This assessment enlarges
the perspective provided by conventional finandial accounts to create a more com-
plete picture of long-term prospects. Reporting helps highlight the socieial and eco-
logical contributions of the erganisation and the “sustainabifity value proposition”
of its produas and services. Such measurement is central 1o maimaining and
strengthening the “licence to operate”™.

* Sustainability reporting may reduce volatility and uncertainty in share price for
publidy traded enterprises, as well as reducing the cost of capital. Fuller and
more regular information disclosure, including much of what analysts seck from
managers on an ad hoc basis, can add stability 10 a company’s finandal condition
by avoiding major swings In investor behaviour caused by untimely or unexpeaed
disclosures. '

-

During 2000-2002, these trends, separately and synergistically, have reinforced inter-
est in GRI and its core mission,

CONFLUENCE OF NEED AND OPPORTUNITY

Yet much work remains. Inconsistent reporting approaches developed by business, gov-
ermment, and civil society continue w appear. At the same time, many other organi-
sations wonder how best 1o engage in reporting. As diverse groups scek information,
the muldplicity of information requests gives rise 10 redundancy, ineffidency, and frus-
tration. As was the case in June 2000, these 2002 Guidelines represent another step in
addressing the challenge of responding to surging information demands ¢manating from
competing reporting frameworks. By drawing thousands of pariners and hundreds of
organisations into a mulu-stakeholder pracess, GRI continues 10 work toward har-
monisation of disclosure, thereby maximising the value of reporting for both report-
ing organisations and users alike.
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This confluence of need and opporiunity underpins GRI's rapid development. There
are, of course, many challenges ahead. GRI recognises that the goal of reporting on
ceonomic, environmental, and social performance at the organisational level—let alone
a fully integrated sustainability assessment of an organisation—is at the carliest stages
of a journey that will continue for many years.

Burt for GRI, the fundamentals that inspired its creation remain unchanged. The long-
tenin objective of developing “generally accepted sustainability principles” requires both

a concrete product incorporating the world's best thinking and a legitimate, dynamic
process through which continuous learning can occur. With a nesy permanent insti-
wition 1o iimplement its mission, GRI is positioned 1o deliver continually improving
guidelines, technical protocols, and sector supplements. All will evolve on a platform

of technical excellence, a multi-stakeholder process, and transparency embedded in ¢
GRI's governance and operating practices.
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THIS IS A TECHNICAL
DOCUMENT, AIMED AT
PRACTITIONERS, THAT
PRESENTS THE GRI
GUIDELINES AND DESCRIBES
THEIR APPLICATION.

FOR A MORE GENERAL

 INTRODUCTION TO THE

GUIDELINES, PLEASE SEE

THE COMPANION DOCUMENT:

INTRODUCING THE 2002
SUSTAINABILITY .
REPORTING GUIDELINES

WHAT ARE THE GR] GUIDELINES?

The

GRI Guidelings are a framework for reporting on an organisation’s economic,

environmental, and sodal performance. The Gueddelings:

1

v

-

-

v

present reporting prindples and specific content to guide the preparation of organ-
isation-level sustainability reports;

assist organisations in presenting a balanced and reasonable picure of their
economic environmental, and sodal performance;

promote comparability of sustainability repons, while raking inte account the
practical considerations related to disclosing information across a diverse range of
organisations, many with extensive and geographically dispersed operations:
support benchmarking and assessiment of sustainability performance with respeat
to codes, performance standards, and voluntary initiatives; and

serve as an instrument 1o facilitate stakeholder engagement.

The Guidelines are not.

v

-

-

a code or set of prindples of conducr;
a performance standard (e.g., emissions target {or a specific pollutanyy; or

a managaement systeni.

The Guidelines do not:

-

-

Introduction

SPart G Report Content ;
Part D: Ginssary and Annexes

'”Pa A: UsmgtheG‘ Guidelines "
Part 8 Reporting Prmciples

provide instruction for designing an organisation’s internal data management and
reporting systems; or

offer methodologies for preparing reports, or for performing monitoring and

verification of such reports.

Trends dnvmg sustamabllxty reporting and
the benefits of pomng

Pnnclples and prachces that promote ngouruus
reporting and underlie the application of the
Guidelines.

. 'onlent and compxlaﬂon ofa report.

Addmonal guidance and resources for using
the Guidelines.
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Part A Using the GRI Guidain

WHAT Is A GRI “SUSTAINABILITY REPORT"”? .

The GRI Guidelines organise “sustainability reporting” in terms of economic, environ-
mental, and social performance (also known as the “triple bottom line”). This siruc-
ture has been chosen because it rellects what is currendy the most widely accepted
approach to defining sustainability. GRI recognises that, like any simplification of a com-
plex challenge, this delinition has its limitations. Achieving sustainability requires bal-
ancing the complex reladonships between current economic. environmenial, and social
needs in a manner that does not compromise future needs. Defining sustainability in
terms of three separate clements (cconomic, environmental, and socdial) can sometimes
lead 10 thinking about each element in isolation rather than in an integrated manner. CONTINUALLY IMPROVING
Nonetheless, the triple bottom line is a stanting point that is comprehensible to many, THE GUIDELINES IN LINE
and has achicved a degree of consensus as a reasonable entry point into a complex

GRI 15 COMMITTED TO

. . . . . . : VOLVIN
issue. Looking ahead, GRI is committed to continually improving the structure and con- WITH THE EVOLVING

tent of the Guidelings in line with the evolving consensus on how 1o best measure per- CONSENSUS ON HOW

formance agatnst the goal of sustainable development. TO BEST MEASURE
PERFORMANCE

RELATIONSHIP TO STAKEHOLDER DIALOGUE AGAINST THE GOAL

A primary goal of reporting is to conttibute 10 an ongoing stakeholder dialoguce. Reports OF SUSTAINABLE

alone provide little value if they fail 10 inform stakeholders or support a dialogue that - DEVELOPMENT.
influences the dedsions and behaviour of both the reporting organisation and its stake- :
holders. However, GRI clearly recognises that the engagement process neither beging

nor ends with the publication of a sustainability repon.

within the broader context of stakeholder engagement, GRI's mission is to elevate the
guality of reporting to a higher level of comparability, consistency, and atility, The pur-
pose of these Guidelines, and the GRI framework as a whole, is to capture an emerg-
ing consensus on reporting practices. This provides a point of reference against which
reporting organisations and report users can approach the challenge of developing effec-
tive and useful reporting practices.

WHO SHouLD USE THE GUIDELINES?

Use of the GRI Guidelines is voluntary. They are intended to be applicable to organisa-
tions of all sizes and types operating in any location. The core guidelines embodied in
this document are not specific 1o any single industry sector. This 2002 release has been
developed primarily with the needs of business organisations in mind. but other types
of organisations such as government agencics and not-for-profit organisations can apply
the Guidelines.

The Guidclines are intended to complement other initiatives to manage economic, envi-
rorunental, and social performance and related information disclosure. The Guidelines
and GRI-based reports are not a substitute for legally mandated reporting or discdosure
requirements, nor do they override any local or national legislation. Reporting organ-
isations should note in their reports instances where government regulatioﬁs, con-
ventions, or treatics restrict disclosure of inforrmation contained in the Guidelines.
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Reporting by Smaller Organisations

Reporting may present a special challenge for smaller organisations—whether for-profit
or not-for-profit, private or public, Such organisations may choase to adopt an incre-
mental approach to implementing the Guidelines. GRI welcomes cefforts to develop tools
to help smaller organisations begin using the Guidelines. Such tools will assist smaller
organisations 1o gradually move toward more comprehensive reporting.

THE GRI FAMILY OF DOCUMENTS

The GRI family of documents includes the following:
v the Sustainability Reporting Guidelines (the “Gradelines™;
» scator supplements;
v issue guidance documents; and
» wehnical protocols.

Bricf descriptions are as follows:

The Guidelines

This document is the foundation upon which all other GRI documents are based. The
Guidelines represent the reporting content that has been identified as most broadly rel-
evant to both reporting organisations and report users. The document is the “core” of
the GRI family of documents. Other supplements and guidance documents, tocussed
on sectors and issues, are intended to add to. but not replace, the Guidelines. 1n other
words, reporting organisations using a supplemeni are also expected 10 use the
Guidelines by blending the two into a comprehensive reporting framework.

Sector Supplements

GRI recognises the limits of a one-size-fits-all approach and the imponance of captur-
ing the unique set of sustainability issues faced by different industry sectors (e.g.. mining,
automotive, banking). To address this need. GRI is developing sector supplements
through mult-stakcholder processes for use with the core Guidelines. These supplements
are at an carly stage of development, but will grow in number and rigour over time.
The first examples will begin appearing in 2002 as separate documents.

Issue Guidance Documents

GRI expeas o develop issue-spedfic guidance documents on topics such as “diversity”
and "productivity” to provide reporting organisations with additional models for organ-
ising the information in the Guidelines and sector supplements.

Technical Protocols

To assist users in applying the Guidelines, GRI is developing its first technical protocols
on tndicator measurement. Each protocol addresses a spedfic indicator {c.g.. energy,
child labour) by providing detailed definitions, procedures, formulae, and references
10 ensure consistency across reports. Over time, most of the indicatars in the GRI
Guiidelines will be supported by a specific technical protocol. The GRI protocols may also
extend to cover issues such as reporting boundaries or other guestions pertaining o
reporting principles and structure.



Part &: Using the GRI(

PREPARING A REPORT USING THE
GRI FAMILY OF DOCUMENTS

An organisation preparing a GRi-based report should start with the Guidelines
{sce Figure 1). I a sector supplement applicable to the reporting organisation is avail-
able, the reponting guidance and indicators contained in that supplement should be used
in addition to the indicators and information contained in the Guidelines. In the absence
of a sector supplement, reponting organisations are encouraged to go beyond the infor-
mation contained in the Guidelines and to include whatever information is spealic to
their sector and essential 10 ensuring a balanced and reasonable representation of their
sustainability performance. When reporting on specific indicators in either this docu-
ment or a supplement, reporting organisations should apply GRI techinical protocols
whenever available,
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Fiaure 1. Family of Doctanenis

For more information on the GRI family of documents, visit
wwiw.globalreporting.org,

RELATIONSHIP OF THE GUIDELINES TO
OTHER SUSTAINABILITY MANAGEMENT TOOLS

The last decade has scen a proliferation of tools to help organisations, especially busi-
nesses, manage their economic, environmental, and sodal performance. These tools
have appeared in a number of forms, ranging from codes of conduct to management
systems to internal perfonmance assessment methodologies.

GRI in contrast, is an cxternal reporting framework that enables organisations to
communicate: 1) actions taken to improve economic, environmental, and social
performance; 2) the outcomes of such actions; and 3) future strategies for improvement.

The Guidelines do not govern an organisation’s behaviour. Rather, they help an organ-
isation describe the outcome of adopting and applying codes, polioes, and management
Systems.




GRI ATTEMPTS TO
PROVIDE A REPQRTING
TOOL THAT COMPLEMENTS

OTH;:’R INITIATIVES.

GRI complements other 100ls and practices used by organisations 1o manage their
sustainability performance, including:

» chaners or codes of conduct (general principles w0 guide an organisation’s
behaviour);

-

organisational polides (imernal guidance or rules on how an organisation
’ addresses an issue);

-

standards (prescribed methodologies, processes, or performance targets);

hd

third-party voluntary initiatives; and

-

managenicnt systems (both centifiabic and non-certifiable sysiems covering arcas
such as environmental and sodal performance or guality management).

Incorporating concepts and practices from a wide range of business, governmental,
labour, and NGO initatives has enriched the GRI Guidelines. These include inidatives
that address issues at the facility, sector, organisational, national, and global levels. In
developing the Guridelies, GRI attempts wo provide a reporting tool that both incorpo-
rates and complements other initiatves while remaining faithiud to its overarching mis-
sion and reporting prinaples.

REPORTING EXPECTATIONS AND DESIGN

The issues below are addressed in the following pages:

» core versus additonal indicators;

v {lexibility in using the Guidelines;

v

customising a report within the GRI framewaork;

v

frequency and medium of reporting;

-

finandai repons; and

-

aredibility of reports,

Core Versus Additional Indicators

The 2002 Guidelines contain two categories of performance indicators: core and addi-
tional. Both types of indicators have emerged from the GRI consuliative process as valu-
able measures of the economic, environmenial, and sodal performance of organisations.
These Guidelines distinguish between the two types of indicators as follows:

Core indicators are:
» relevant to mast reporting organisatons; and

» of interest 1o most stakcholders.

Thus, designauon as “core” signifies general relevance to both reporters and repon users.
In designating an indicator as “core”, however, GRI exerdses some discretion. For some
core indicators, relevance may be limited 1o many, but not most, potential reporters.
In the same vein, an indicator may be of keen interest to many, but not most, stake-
holders. Over time, GRI expects that development of sector supplements will fead 10
the shifting of a number of core indicators to such supplements.
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Additional indicators are defined as those that have one or more of the following
characteristics:

v represent a leading practice in economic, environmental, or social measurement,
though currently used by lew reporting organisations:

» provide information of interest o stakcholders whao are particularly imporant to
the reporting entity; and

» arc deemed worthy of funher 1esting for possible consideration as future core
indicators.

Reporing organisations are encouraged 1o use the additional indicators in Section 5 of
Pan C 10 advance the organisation’s and GRI's knowledge of new measurerment
approaches. Feedback on these indicators will provide a basis for assessing the readi-
ness of additional indicators for future use as core indicators, for use in sectar supple-
memts, or for removal from the GRLindicator list.

flexibility in Using the Guidelines

GRI encourages the use of the GRI Gudelies by all organisations, regardless of their
experience in preparing sustainability repons. The Guidelines are structured so that all
organisations, fram beginners to suphisticared reporters, can readily find a comfontable
place along a continuum of options.

Recognising these varying levels of experience, GRI provides ample flexibility in how
organisations use the Gurdelines. The options range from adherence 1o a set of condi-
tions for preparing a report “in accordance” with the Guidelings 1o an informal approach.
The larter begins with partial adherence to the reponing principles and/or report
content in the Guidelines and incrememally moves 1o fuller adoption. This range of
options is detailed below, and in Figure 2

Reporting “In Accordance” with the Guidelines

The decision 10 report in accordance with the Guidelines is an option, not a require-
ment. 1t is designed for reporters that are ready for a high level of reporting and who
seek 1o distinguish themselves as
leaders in the field. The growing

number of organisations with
strong reporting practices demon-
strates the abiliy of numerous
organisations to adopt the in accor-
dance option.

The conditions for reporting in
accordance with the GRI Guidelines
seek 10 balance two key objectives
of the GRI framework:

» comparability; and

v flexibility.

Comparability has been integral to
GRI's mission from the outset, and

Organisations that wish to identify their report as prepared in accordance with the
2002 GRI Guideh'nes must meet five conditions:

1. Reporx on the numbered clemcuts in Secnons lto3ofPart C.
2. Indude a GRI Contgm Index as speaﬁcd in Section 4 of Part C

3, Respond to cach core indicator in Section 5 of Part C by either (a) reporting on

. - the indicator or {b) explaining the reason for the omission of each indicator.

4. Ensurc  that the report is conslslem wnh the pnncpks in Part B of the
Guzdelmes.

‘S Indude the follomng statement slgned by the board or CEO: “This rcpon has
been preparcd in accordance with the 2002 GRI Guidelines. Tt represents a bal-
anced and rcasonablc presentation of our orpanisation’s economic, environ-
mental, and soqal performance.”

is closely tied to its goal of building a reporting framework parallel to finandal report-
ing. The in accordance conditions help to advance GRI's commitment to achieving max-
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AT TH!S TiME, GRI DOES '

NOT CERTIFY CLAIMS OF IN
ACCORDANCE NOR DOESIT
VALIDATE EXPLANATIONS OF

OMITTED INFORMATION.

imum comparability across reports by creating a common reference point for all
reporters that choose 1o use this option.

while GRI secks to enhance comparability between reports, also itis commitied to sup-
poning flexibility in reporting. Legitimate differences exist between organisations and
between industry sectors, The GRI framework must have sufficient flexibility wo allow
reports 1o reflect these differences.

The in accordance conditions rely on transparency 1o balance the dual objectives of
comparability and flexibility. Reporting organisations are asked to clearly indicate how
they have used the Guidelines and, in particular, the core indicators, The evaluation of
these dedsions is then left wo report users.

Reporting organisations that choose to report in accordance must note the reasons for
the omissions of any core indicators in their reporns, preferably in or near the GRIE Con-
tent Index. GRI recognises that various factors may explain the omission ol a core indi-
cator. Thuse include, for example; protection of proprictary informaton; lack ot dawa
systems to generate the required information: and conclusive determination that a
spedfic indicator is notrelevant to an organisation’s operations. In providing these expla-
nations, reporting organisations are encouraged to indicate their Juture reporting plans,
il any, relative to cach excuded core indicator. Indicators omited for the same reason
may be clustered and linked o the relevant explanation,

GRI emphasises that the exclusion of some core indicators still allows organisations to
report in accordance with the Guidelines as long as explanations appear. At this time,
GRI does not certify claims of in accordance nor does it validate explanations of omit-
ted information. However, reporting organisations that elect an in accordance
approach should antidpare that users will compare their reponts against the five
conditions assodiated with the in accordance status and make judgements based on
such evaluation.

Informal Application of the Guidelines

Given the youthful state of comprehensive economic, environmental, and sodal report-
ing, GRI recognises that many organisations are still building their reporting capacity.
These organisations are invited 1o choose an informal approach consisient with their
current capadity (see Annex 3). They may choose not to cover all of the content of the
GRI Guidelines in their initial efforts, but rather 1o base their repornts on the GRI frame-
work and incremenally improve report content coverage, transparency, and structure
over ime.

For example, a first-time reporter may use a portion of the performance indicators
(Part C) without having to provide an indicator-by-indicator explanation of omissions.
Gradually, expanding use of the reporting prindples and/or indicaters will move the
organisation toward more comprehensive coverage of economic, environmental, and
social performance. Organisations that choose an incremental approach may relerence
GRI in their report. Such a reference should include a briel description of how the GRI
Guidclines informed development of the report. However, incremental reporters may
not use the term in accordance nor incdude the prescribed board or CEO statement
unless all conditions for the in accordance option are met.

istalnabillly:REporing
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Frqure 2. Options for Repariing

In sum, aware of the wide spectrum of reporter experience and capabilities, GRI enables
reporters to select an approach that is suitable 1o their individual organisations. With
time and practice, organisations at any point along this specrum can move gradually
toward comprehensive reporting built on both the princples and content of the GRI
framewaork, Similarly, GRT will continue to benefit from the experiences ol reporting
organisations and report users as it strives to continually improve the Guidelines.

Customising a Report Within the GRI Framework

The Guidelines set out the basic information for indusion in a report. However, GRI
expects that reporting organisations will take steps to design their repont content to
reflect the unique nature of their organisation and the context in which it operates.
These sieps may involve:

» defining reponting boundaries;

v inserting additional content {(usually based on stakcholder consultadon) such as
indicators, and textual discussions; and/or

-

adopting a format ailored to the organisation.

Boundaries

in the carly vears of reporting, most organisations measured and reported on impaas
based on the traditdonal boundary criteria used in finandial reporting, that is, legal own-
ership and direet control. In recent years, companies have begun 1o experimen with
expanding their reporting boundaries to better refleat the unique “lootprint” of their
organisation and its activities.

The completeness pringiple in Pant B offers brief commentary on boundarics, and GRI
is working 1o develop additional guidance and technical protocols on this issue. Until
stich guidance is available, the GRI framework emphasises the importance of exten-
sive interaction with stakceholders o determine appropriate reporting boundaries.
Equally imponan, organisatons should maintain a high degree of transparency in their
reports regarding the specific reponting boundaries they have chosen.




Content

GRI encourages organisations 1o go beyond the information requested in Part C of the
Guidelines, as needed, 10 present a balanced and reasonable picure of their economic,
environmental, and sodial performance. In applying the Gridelines, cach reporting
organisatdon will make different decisions regarding the use of the additional perform-
ance indicators in Section S of Part C. Reporting organisations should also include
other content, particularly integrated performance indicators, identified through
stakeholder consultadon. This information and these ndicators may relare to seacior- or

* Selecting Additional Content Through Ensaging Stakeh

Compared with finandial reporting, which is targeted primarily at one key siake-
holder—the shareholder—sustainability reporting has a large and diverse audi-
ence. Stakeholder engagement plays an importane role in helping to ensure
that a report achieves its primary purpose: providing information that meets
the needs of the organisation’s stakeholders, GRI reporters are expected to use
these Guidelines (Part C, Sections 1 10 3 and core indicators from Section 5) in
addition to sector supplements (if available) as the basis for their report.

The reporting clements and indicalors in the Guidelines were developed through
an exiensive multi-stakeholder, consultative process. However, the indusion
of information (including performance indicators) identified through stake-
holder consultation is a critical additional step in furthering the udlity of an
organisation’s sustainability report: it is also one of the fundamental princples
underlying GRI reporting (see Part B on Inclusiveness).

Since stakeholder consultation often involves a range of parallel discussions with
ditferent constituencices, it is bmportant 1o document the interactions that result
in the organisation’s selection of indicators and to explain these in the report.
While GRI emphasises the importance of stakeholder feedback in drafting

geography-specificissues pertinent
to the organisation. GRI's sector
supplements will address some of
these needs.

Structure

Part C of these Guidelimes (“Report
Content”) is organised in a logical
framework. Reponing organisa-
tions are encouraged but not
required 1o use this same organi-
sation for their report. GRI belicves
that completeness and compara-
bility in economic. environmental, -
and social reponing are best served
when all reporting organisations
adhere 10 a commaon strucure. At
the same time, it recognises that
some reporting organisations will
want to cheose a different struc-

reports, it does not offer specific guidance on how 1o conduct stakeholder
engagement. Many guidance documents and case studies on this subject are
available elsewhere.- ’ : ) : i

ture based on specific characiers-
tics of the reporting entity. In
evaluanng alternative approaches
1o ()rgafxiSing their reports, organ-
isations should carefully weigh the need 10 capture lcgiYimate organisational and
sectoral differences against the benefits of standardised structures. Common structures
and formats suppoit consistency and comparability. This provides benefits 1o both repornt-
ing organisations and report users by enhancing the darity of communication and
the ease of use of the documents over an extended period of time. In situations
where reporting organisations use altemative structures, the Content Index described
in Part C becomes even more essential as a ool to help users find and compare the
content of reports.

The choice among different media for reporting (e.8., paper, electronic) may also influ-
ence dedisions on the structure of reports. For example, some organisations might choose
to produce a summary paper report and 1o make a fully detailed repon available on
the Internet. Where Internet-based reports using the Guidelines comprisce linked pages,
a means to view the report urdered according to GRI sections should be provided, in
addition 1o any other structure.




Frequency and Medium of Reporting ’

A wide variety of media is now available to prepare and distribute reports. ranging from
traditional printing o various multi-media technologies including the Internet and CD-
ROMs. This gives organisations substantial freedom in determining the frequency of
preparing repoits and the mode of distibution. In general, GRI recommeends that report-
ing on economic, environmental, and sodial performance be timed to coindide. and pos-
sibly integrated, with other external reporting. such as annual finandal reponts and
quarterly earnings statements. Such timing will remforce the linkages between finan-
cial performance and economic, environmental, and sodal performance (sce Annex 2).

In the future, information disclosure is likely 1o involve a mix of annual, quarterly, and

cven “real-time data” disiributed through a range of different media, cach chosen based
on the tming and nature of the reported information. Internet-based reporting will facil-
itate frequent updating of some aspects of GRI-based reports. However, contintious
reporting should not replace periodic consolidated reports, vetted through an intemal
procedure and providing a “snapshot” of the organisation at a given point i time.
Snapshots are imporant for supporting comparisons between organisations and between
reports. GRI also recommends that such periodic reports be available in their complete
form from the reporting organisation’s website (¢.g., as a downloadable file).

Decisions regarding frequency and medium of reporting also should take into account
their expecied use and feedback. Effective reporting is part of a broader dialogue between
the reporting organisation and its stakeholders that should result in new actions by both
parties. The frequency and medium of reponting potentially may either enhance or
detract from the progress of this dialogue.

Financial Reports

Most organisations publish separate finandal and sustainability repons: however, a
few comporations have begun 10 experiment with publishing a single annual report
including financial, cconormic, environmental, and social information. GRI believes that
both finandal reporting and sustainability reporting serve parallel and essential func-
tions that enrich cach other (see Annex 2). GRI encourages the coordination of
both reporting processes and expecats that over time finandal performance measurement
increasingly will benefit from the measurement of cconomic, environumental, and
social performance.

Credibility of Reports

Stakeholders expect to be able to trust an organisation’s sustainability report. To bene-
fit from the process of sustainability reponing, organisations themselves also want
10 take steps to enhance the credibility of their reports. This contributes w building
stakeholder trust and 1o continual improvement in the quality of reporting systems
and processes,

A range of factors influences the perceptions and expectations of users about the cred-
ibility of an organisation’s sustainability report. It is important for each rcponihg organ-
isation to ascertain and evaluate the relative imponance of each of these factors
(see Annex 4 for examples of such factors). Consultation with stakeholders is the best
way 1o ascertain stakeholder perceptions and expectations about building credibility.
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GRI ENCOURAGES THE
INDEPENDENT ASSURANCE
OF SUSTAINABILITY
REPORTS AND THE
DEVELOPMENT OF
STANDARDS AND
GUIDELINES FOR THE

ASSURANCE PROCESS...

In response to stakeholder expeaations. reporting organisations have adopted a vani-
ety of strategies {or enhancing the credibility and quality of sustainability reports. Strate-
gies include stakeholder consuliation panels, strengthened internal data colleation and
information systems, issue-specific audits by appropriate experts, internal audits of data
collection and reporting systems, use of the GRI Guidelines as the basis for report prepa-
ration (and indicating so), reviews and commentaries by independent external expens,
and use of independent assurance? processes for sustainability reponts, In deciding
strategy and developing and implementing policies and practices to enhance report cred-
ibility and quality, organisations are encouraged 10 adopt a progressive approach, cach
stage of which adds to the credibility and quality of their reporting.

In order 10 address stakcholders” concerns about the credibility of reports on cconomic.
environmental, and social performance, GR1 recommends that repons indude a
staternernt of:

» the reponting arganisation's policies and interal praciices to enhance the eredibil-
ity and quality of its sustainability report; and

¥ the reporting organisation's policy and current practice with regard to providing
independent assurance about the full repor,

GRI recognises that providing independent assurance about sustainability reponts is, like
reporting tsell, at an carly stage of development. For cxamp]/c, no universal consensus
exists on sodal performance indicators or related assurance approachies. GRI encour-
ages the independent assurance of sustainability reports and the developfent of
standards and guidelines for the assurance process 1o be followed by assurance providers,

Annex 4 offers practical guidance to reporting organisations on assurance pravision and
related processes that enhance report quality and credibility. GRI will continue to evolve
its policy on independent assurance informed by the feedback and praciices of both
reporters and report users.

3. The following is a proposed working description of independent assurance: “The provision of
independent assurance is a structured and comprehensive pracess o collecting and evaluating evidence
on a subject matter {the sustainability report) that is the responsibility of another party (distina hrom
marnagement of the reporing organisation), against suitable criteria. As a result of the process, assurance
providers express a conclusion that provides the intended users/stakeholders with a stated leved of
assurance about whether the subject motter (the sustainability reporty conforms in aif material respras
with the fdentified criteria. Independent, competent experts who maintain an attitude ot “professional
scepticistm’ perform the assurance process.”
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GRI VIEWS THESE
PRINCIPLES AS INTEGRAL
TO ITS REPORTING
'kRAMEWORk, EQUAL IN
WEIGHT TQ THE ELEMENTS
AND INDICATORS IN PART C
OF THE GUIDELINES.

INTRODUCTION

This section of the Guidelines idemtifies reporting principles essential o producing a bal-
anced and reasonable report on an organisation’s economic, environmental, and social
performance. The June 2000 Guidelines presented a first version of these principles. These
were informed by the finandial accounting tradition and adapted for reporting on cco-
nomic, environmental, and sodial performance with reference 1o rescarch related o envi-
ronmental accountng. Now, with the benelit of time and learmning through application
of the June 2000 Guidelines, GRI presents a revised set of principles that combine and
extend many of the concepts that appeared under the headings of "underlying prina-
ples” and “qualitative characteristics” of GRI-based reports in the June 2000 Guidelines.

Those familiar with finandal reporting will recognise overlaps between GRI's reporting
prindples and those used in finandal reporting. However, while finandal reporting is
a key benchmark for developing principles for reporting on economic, environmental,
and sodal performance, significant differences do exist. The princples in this scation take
these differences into account. They are rooted in GRIS experience over the last four
years, blending knowledge from science and learning from practice.

GRI views these principles as integral to its reporting framework, equal in weight to the
clements and indicators in Part C of the Guidelines. Organisations using the Guidelines
are expected 1o apply these prindples in their report preparation. Collectively, the prin-
dples define a compact between the reporting organisation and report user. cnsuring
that both panies share a conunon understanding of the underpinnings of a GRI-based
report. They provide an imporant reference point 10 help a user interpret and
assess the organisation’s decisions regarding the content of its report, The principles are
designed with the long term in mind. They strive 1o create an enduring foundation upon
which performance measurement will continue to evolve based on new knowledge
and learning.

The principles are goals toward which a reporter should strive. Seme reporting organ-
isations may not be able to fully apply them in the short term. However, organisations
should identify improvernent in how rigourously they apply the principles to their
reporting process, in much the same way as they identify_improvement in the various
aspeats of cconomic, environmenial, and sodal performance.

Reports do not need 1o contain a detailed checklist showing thar all prindples have been
adopted. But they should offer some discussion of how the reporting prindples have
been applied. This should indude both successes and challenges. If a reporting organi-
sation does not seek 1o apply these prindples, it should indicate where such departures
exist and why. Discussion of the application (or non-application) of prindples may
appear in the profile section of the report or in a separate section that addresses the tech-
nical aspects involved in preparing the report.

The 11 prindples outined in the following section will help ensure that reports:

» present a balanced and reasonable account of economic, environmental, and
sodal performance, and the resulting contribution of the organisation o sustain-
able development;

» fadlitate comparison over ime;

+ fadlitate comparisons across organisations; and

+ credibly address issucs of concern to stakeholders.



ORGANISATION OF THE PRINCIPLES

The principles in Part B arc grouped in four dusters {see Figure 3). Those that:
v form the framework tor the repont (transparency, inclusiveness, auditability);

» inform dedsions about what 10 report (completeness, relevance, sustainability
comext);

v relate to ensuring quality and reliability {accuracy, neutrality, comparability); and

» inform decisions about access to the repon (clarity, timeliness). THE PRINCIPLES OF

. TRANSPARENCY AND

The principles of transparency and indusiveness represent the starting point for the .
reporting process and are woven into the fabric of all the other prindiples. All decisions INCLUSIVENESS REPRESENT

about reporting (¢.g.. how, when, what) take these two prindples and assodiated prac- THE STARTING POINT FOR

tices into consideration. THE REPDRTING PROCESS

The prindples of sustainability context, completeness, and relevance play the key role
in determining what 1o report. Reports should help place the organisation’s periorm-
ance in the broader context of sustainability challenges, risks, and opportunities. The
information contained within the report must meet the test of completeness in tenns
ol the reporting boundanes (i.c., entities included), scope {i.c.. aspects or issues reported),
and time frame. Lastly, reported information should be relevant to the decision-making
needs of siakeholders.

" AND ARE WOVEN INTO THE
'FABRIC OF ALL THE OTHER
PRINCIPLES.

The quality and reliability of the report content are guided by the prindples of neu-
trality, comparability, and accuracy. Reports should be comparable over time and across
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Figure 3. Reporting Principles
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REPORTING IS AN EXERCISE
IN ACCOUNTABILITY —

THE CLEAR AND OPEN

" EXPLANATION OF ONE’S
ACTIONS TO THOSE WHO
HAVE A RIGHT OR

REASON TO INQUIRE.

organisations. Information should be suffidently accurate and reliable 1o enable its use
[or decision-making putposes. Equally irnportan, the report should present its content
in a balanced and unbiased manner.

The prindples of clarity and timeliness govern the access and availability of reports. Put
simply, stakeholders should receive easily understood information in a time frame that
allows them 1o use it effectively.

Lastly, the principle of auditability relates to several other principles such as compara-
hility, accuracy, neutrality, and completeness. Specificafly, this principle refers w the abil-
ity 1o dernonstrate that the processes underlying report preparation and intormation in
the report isell meet standards for quality, reliability, and other similar expecations.

Transparency

Full disclosure of the processes, procedures, and assumptions in report preparation
are essential to its credibility.

Transparency is an overarching principle and is the centrepiece of accountability.
It requires that, regardless of the format and content of reports, users are fully informed
of the processes, procedures, and assumptions cmbodied in the reported information.
For example, a report must indude information on the stakeholder engagement
processes used in its preparation, data cullection methods and related internal auditing,
and sdentific assumptions underlying the presentaton of informarion. This transparency
in reportng is an exercse in accountability—the dear and open explanation of one’s
actions to those who have a right or reason 1o inquire.

Transparency is central to any type of reporting or disdosure. In the case of finandal
reparting, over many decades governments and other organisations have created, and
continue to enhance, disclosure rules affecing financial reports o increase the trans-
parency of the reponting process. These generally accepted accountng principles and
evolving intemational accounting standards seek to ensure that investors are given a
dear picture of the organisation’s financial condition, one that includes all material infor-
mation and the basis upon which this depiction is developed.

GRI seeks 1o move reporting on economic, environmental, and sodal performance in
a similar dircction by creating a generally accepted framework for economic, environ-
mental, and social perfornmance disclosure. As this framework continues to evolve rap-
idly, general practices will evolve in parallel, based on best practice, best science, and
best appraisal of user needs. In this dynamic environment, it is essential that reporting
organisations are transparent regarding the processes, procedures, and assumptions that
underlie their reports so that users may both believe and interpret reported informa-
tion. In this sense, transparency transcends any one pringple, but affects all.

Inclusiveness

The reporting organisation should systematically engage its stakeholders to help focus
and continually enhance the quality of its reports.

The inclusiveness princple is rooted in the premise that siakeholder views are integral
10 meaningful reporting and must be incorporated during the process of designing a
report. Reporting organisations should seck to engage stakeholders who are both direcdy
and indirealy affected. Aspeas of reporting enrched by stakeholder consultation indude
(but are notlimited to) the choice of indicators, the definition of the organisation’s report-
ing boundaries, the format of the report, and the approaches taken to reinforce the cred-
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ibility of the reported informaton. Characteristics relevant wo designing stakeholder con-
sultation processes include the natare and diversity of products and services, the nature
of the reporting organisation’s operations and activities, and the geographic range of
operations. Stakeholder engagement, like reponting itself, is a dynamic process. Exe-
cuted property, it is likely to resuft in continual learning within and outside the organ-
isation, and 1o strengthen trust between the reporting organisation and report users.
Trust, in turn, fortifies report credibility, itsell a key goal of GRT's reponting framework,

The princple of indusiveness also addresses the diverse needs of stakeholders who use
sustainability reponts. The range of users of a sustamability report is broader than that
of finandial reports. Inclusiveness is essential to ensuring that the reporting process and
content reflect the needs of these diverse users. Each user group has specific informa-
tion expectations-—at times overlapping with those of other groups, at times distinct.
Failure to identify and consult with stakeholders is likely w result in reports that are
fess relevant to users’ needs and thereby less credible to external panies. In contrast.,
systemnatic stakeholder engagement enhances receptivity and uscfulness across user
groups. This engagement may also include solidting views regarding the utility and cred-
ibility of sustainability reports issued by the reporting organisation.

GRI recognises that many reporting organisations have a wide range of potential stake-

“holders. Any systematic approach to inclusiveness will require an organisation to define
an approach for grouping and prioritising stakeholders for purposes of engagement. In
the spirit of the inclusiveness and wansparency principles, it is important for reponting
organisations to clearly and openly éxplain their approach o defining whom o engage
with and how best 1o engage.

Auditability
Reported data and information should be recorded, compiled, analysed, and disclosed

in a way that would enable internal auditors or externat assurance providers to attest
to its reliability.

The auditability principle refers 10 the extent to which information management
systems and communication practices lend themselves to being examined for accuracy
by both internal and ¢xternal parties. Reports using the Guidelines comain data that is
both qualitative and quantitative

in nature. In designing data col-

leaion and information systems,

reporting otganisations therefore
should anticipate that internal
auditing and external assurance
processes may be used in the
future,

In preparing reports, organisations
should continually ask the ques-
tion: Is the response to an infor-
mation query presented in such a
way that an internal or extemnal
party in the future could examine

In response to user requests, GRI formed a working group in 1999 10 explore issues
and options for strengthening the credibility of sustainability reports through vari-
ous assurance mechanisms. The results of these consultations are reflected i in the
staternents in Part A (Credlbdxty of Reports) and in Annex 4 on assurance processes
The working group also has pn.pared an advisory assurance strategy paper
(avaﬂable on wwwglobalrepomng org) for consideration by the GRI Board of

- Directors. Begmmng in‘Septernber 2002, the Board will consider options for how .
_ GRI ‘might . connnue to play a constructive role. m advanong the assurance of

sustamabmty rcports

its accuracy, completeness. consistency, and reliability? Unverifiable statements or data
that affea the broad messages contained in a report using the Guidelines may compro-

mise its credibility. In addition to accuracy and reliability, the completeness of infor-
mation may also alfect the ability of an auditor to render an assessiment.




Defining Boundaries. %

Defining beundary conditions for reporting on economic, environmental, and social
performance is a complex challenge. Complicating factors indude the diverse nature
of the information and the intimate relationship between the organisation and the
larger economic, environmental, and sodal systemns within which it operates. Bound-
ary research is a high prionty in GRI's work programme. Discussion papers, expo-
sure drafts and testable protocols will appear during 2002-2003, leading 10 more
systematic and predise treatment of this critical reporting issue.

'

Completeness ‘
All information that is material to users for assessing the reporting organisation’s eco-
nomic, environmental, and social performance should appear in the report in a manner
consistent with the declared boundaries, scope, and time period.

This prindpic refers to accounting for and disdosing, in suffidgent detail, all information
of significant concern to stakeholders within the declared boundaries (i.c.. operational,
scope, and temporal) of the repon. Defining whether such information mects the test
ol significance 10 stakeholders should be based on both stakeholder consultation as well
as broad-based societal concerns thar may not have surfaced through the stakebolder
consultation process. Such broad-based concerns may derive, for example, Irom national

policy and intemational conventions.
The completeness principle is three-dimensional:

Operational boundary dimension: Reporied information should be complete in 1ela-
tion o the operational boundaries of the reponing organisation, in other words, the range
of entities for which the reporting organisation gathers data. These boundaries should
be selected with consideration of the economic, environmental, and sodal impaas of
the organisation. Such boundaries
may be defined based on financial
control, legal ownership, business
relationships, and other considera-
tons. The boundaries may vary
according 1o the nature of the
reported information. in some
cases, the most appropriate bound-
aries for meeting the expecations
outlined by other reporting prind-
ples may extend beyond raditional
finandial reporting boundaries.

Scope dimension: Scope is distingt from boundaries in that an organisation could choose
extended reporting boundaries {e.g.. report data on all the organisations that form the
supply chain), but only indlude a very namrow scope (e.g., only report on human rights
performance). In the context of GRI, “scope” refers to aspects such as energy use, health
and safety, and other arcas for which the Guidefines include indicators and queries.
Despite the fact that the reporting boundary may be complete, the scope (e.g., human
rights aspects only) may not be complete. The process [or determining a complete scope
may include, for example, the results of lifecycle analysis of products or services and
assessment of the full range of direct and indirect social or ecological impacts of the
reporting organisation. Some of these same tools may also influence dedisions about
the other dimensions of completeness discussed here. The report should disclose ali rel-
evani information within the context of the scope (i.e., aspects) covered.

Temporal dimension: Reported informaton should be complete with reference 1o the
time period declared by the reporting organisation. As far as possible, reponable activ-
ities, events, and impacts should be presented {or the reponing period in which they
occur. This may involve reporting on activities that produce minimal short-tenn impact,
but will have a cumulative effect that may become material, unavoidable, or irrevenible
in the longer tenm. Such activities might incdlude, {or example, the release of certain bio-
accurnulative or persistent pollutants. Disclosure of the nature and likelihood of such



impacts, even if they may only materalise in the future, comports wit the goal of
providing a balanced and reasonable representation of the organisation’s current eco-
nomic. environmental, and sodal performance. n making estimates of future impacts
{both positive and negative), the reporting organisation should be careful to make well-
reasoned estimates that refleet the best understanding of the likely size, nature, and scope
of impacts. Although speculative in nature, such estimates can provide useful and
relevant information for decision-making as long as the limitations of the estimates are
clearly acknowledged.

Information within the organisation often flows from management systems that oper-
ate on a regular, short-term cydle, typically one year. However, a single reporting cyde
often is 100 brief 1o capture many important economic, environmental, and social
impacts. This type of performance, by nature, {ocuses on the long-term, with forward-
looking trends at least as important as lagging, or historical, ones. Thus, reporting organ-
isations should strive to gradually align information systems to account for these
forward-looking trends in addition o historical trends.

Relevance
Relevance is the degree of importance assigned to a particular aspect, indicator,
or piece of information, and represents the threshold at which information becomes
significant enough to be reported.

Relevance in sustainability reporting is driven by the significance attached 10 a piece of
information to inform the user's dedsion-making processes. Stakeholders use infor-
mation o cconomic, environmental, and sodal performance in a variety of ways, some
ol which may differ substantally from that of the reponing organisation. The signifi-
cance of information can be judged from a number of perspectives; however, in any
reporting system, the key perspective is that of the information user. The primary pur-
pose of reporting (as opposed 1o other types of outreach and communication) i§ to
respond 10 ser information needs in a neutral and balanced manner, Reporting must
therefore place a strong emphasis on serving users” specific needs. |

In comsidering relevance, it is important to remain sensitive to differences in how users
and reporting organisations apply information. Through stakeholder consultation, a
reporting organisation can better understand stakeholders’ information needs and how
best to respond o them. Ideally, reports should contain information that is useful and
relevant to both the reporting organisation and the report users. However, in some cases,
information may be refevant to the report user, but may not be of the same value to
the reporting organisation. It is important to differentiate between situations where
reporting expectations differ and those where information is irrelevant.

Sustainability Context

The reporting organisation should seek to place its performance in the larger context
of ecological, social, or other limits or constraints, where such context adds signifi-
cant meaning to the reported information.

Many aspects of sustainability reporting draw significant meaning from the larger con-

text of how performance at the organisational level affects economic, envirenmental,
and social capital formation and depletion at a local, regional, or global level. In such
cases, simply reporting on the trend in individual performance (or the efficiency of the
organisation) leaves open the question of an organisation’s contribution to the total
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THE ACCURACY OF
QUALITATIVE INFORMATION
IS LARGELY DETERMINED

BY THE DEGREE OF CLARITY,
DETAIL, AND BALANCE :
IN PRESENTATION.

amount of these different types of capital. For some users, placing performance infor-
mation in the hroader biophysical, social, and economic comext lies at the heart of sus-
tainability reporting and is one of the key differendators between this type of reponting
and financial reporting. Moreover, while the ability of an organisation to “sustain” itsclf
is obviously important 1o a range of stakeholders, it is unlikely that any individual organ-
isation will remnain in existence indefinitely. This principle emphasises the sustainabil-
ity of the broader natural and human environment within which organisations operate.

Where relevant and useful, reporting organisations should consider their individual
performance in the comexts of economic, environmemnal, and social sustainability.
This will involve discussing the performance of the organisation in the context of
the limits and demands placed on economic, environmental, or sodal resources at a
macro-level. This concept is most dearly articulated in the environmental area in terms
of global limits on resource use and pollution levels, but also may be relevant to social
and economic issucs.

The understanding of how best to link organisational performance with macro-level con-
cerns will continue to evolve. GRI recommends that individual reporting organisations
explore ways 1o incorporale these issues directly into their sustainability reports in order
w advance both reporting organisations’ and users’ undersianding of these linkages.

Accuracy
The accuracy principle refers to achieving the degree of exactness and tow margin of
error in reported information necessary for users to make decisions with a high degree
of confidence,

Economic, environumental, and sodial indicators can be expressed in many different ways,
ranging from qualitative responses 1o detailed quantitative measurements. The charac-
teristics that determine accuracy vary according to the nature of the information. For
example, the accuracy of qualitative information is largely determined by the degree of
clarity, detail, and balance in presentation. The accuracy of quantitative information,
on the other hand, may depend on the specific sampling methods used 10 gather hun-
dreds of data points from multiple operating units. The specific threshold of accuracy
that is necessary will depend in part on the intended use-of the information. Cerntain
decisions will require higher levels of accuracy in reported information than others.

Application of the accuracy princple requires an apprediation of:

» the intentions and dedsion-making needs of the users; and

» the different conditions under which information is gathered.

As with other prindples, itis imporntant to be transparent in how this prindiple is applicd.
Explaining the approaches, methods, and techniques that the reporting organisation uses
10 achieve satisfactory levels of accuracy will help improve the credibility of the repont
and the acceptance of the reporied information.



Neutrality

Reports should avoid bias in selection and presentation of information and should strive
to provide a balanced account of the reporting organisation's performance,

The neutrality principle refers to the fair and factual presentation of the organisation’s
economic, environmental, and sodal performance, Embodied in the prindple of neu-
trality is the notion that the core objective behind a reporting organisation’s selection
and communication of information is 10 produce an unbiased depicdon of its per-
formance. This means presenting an account that includes both favourable and
unfavourable results, free from intentional it or under- or overstatement of the organ-
isation’s performance. The report should focus on neutral sharing of the facts {or the
users o interpret. Environmental reporting, the precursor to sustainability reporting.
has demonstrated dhis type of gradual evoludon from anvedetal and selective disdo-
sure toward a more neutral. factual presentation of data. While reponting practices stiil
vary significamtly among reporting organisations, many have recognised that achicv-
ing and maintaining credibility among users hinges on the commitment of the report-
ing arganisation ta a neutral and fair depiction.

Under the nentrality prindple, 1the everall Teport content must present an unbiased pic-
tare of the reporting organisation’s performance. avoiding selections, omissions, or pres-
entation formats that are intended to influence a dedsion or judgement by the user.
Where the reporting organisation wishes to present its perspecive on an aspect of per-
formance, it should be dear to the reader that such information is separate and distingt
from GRT's reporting elements. In the same way that annual finandal reports typically
contain interpretive material in the front end and financial statements in the back, so
toa should GRI-based reports strive for a clear distination between the reporting organ-
isation’s interpretation of informaton and factual presentation.

Comparability

The reporting organisation should maintain consistency in the boundary and scope of
its reports, disclose any changes, and re-state previously reported information,

This principle refers 1o ensuring that reports on economic, environmental, and sodal
performance support comparison against the organisation's carlier performance as well
as against the performance of other organisatons. This allows intemal and extermal
parties 1o benchmark performance and assess progress as part of supporning rating
activities, investment decisions, advocacy programmes and other activities. Compara-
bility and assodated demands for consistency are a pre-requisite 10 informed decision-
making by users.

When changes in boundary, scope, and content of reponting occur (including in the
design and use of indicators), reporting organisations should, to the maximum extent
practicable, re-state current accounts to ensure that time series information and cross-
organisational comparisons are both reliable and meaningful. Where such re-staternents
are not provided, the reporting organisation should disclose such drcumstances, explain
the reasons, and discuss implications for interpreting current accounts.

THE CORE OBJECTIVE
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NoOT ALL USER GROUPS
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LEVEL OF EXPERIENCE

TO THE READING OF

THE REPORT.

Clarity

The reporting organisation should remain cognizant of the diverse needs and back-
grounds of its stakeholder groups and should make information available in a manner
that is responsive o the maximum number of users while still maintaining a suitable
level of detail,

The clarity principle considers the exient 10 which information is understandable and
usable by diverse user groups. In finandal reporting, there js an unspoken assumption
concemning the general tevel of background knowledge and experience of the assumexd
“primary” user group, namely, investors. No such “primary” user group exists {for GRI
at this junciure. In fact, it may never exist owing 10 the diversity of user groups that arc
consumers of cconomic, environmental, and social performance information. In using
the GRI Guidelines, it is reasonable to assume that all users have a working knowledge
of atleast a portion of the cconamic, environmental, and sodal issuges faced by the report-
ing organisation. However. not all user groups will bring the same level of experience—
or even the same language—to the reading of the report. Thus, reporting organisations,
through assessing stakeholder capabilities, should design reponts that respond to the max-
imwm number of users without sacrificing tmportant details of interest o a subsct of
user groups. Technical and scientific terms should be explained within the report, and
dear, suitable graphics should be used where appropriate. Providing infonmation that
is not understandable to stakeholders does not conmribute 1o successlul engagement.
Clarity is therefore an essential charaacristic of any reporiing effort.

Timeliness

Reports should provide information on a regular schedule that meets user needs and
comports with the nature of the information itself.

The usefulness of informatdon un economic, environmental, and sodal performance is
closely tied to its timely availability to user groups. Timeliness ensures maximum uptake
and utility of the information, enabling users to effeaively integrate it into their ded-
sion-making. As with finandal disdosures, reporting on economic, environmental, and
sodal performance is most valuable when users can expea a predicable schedule of
disdosures. Special updates can be issued if and when unexpeced developments of
material interest 1o users occur.

Reporting organisations should structure disclosures to accord with the nature of the
information. Cenain environmental information, for example, may be most useful on
a quanterly, monthly or continuous (“real time”) basis, while other environmental infor-
mation is most suitable for an annual report. Similarly, reporting on economic
performance may parallel finandal reporiing: annual disclosures can summarise
economic performance during the prior 12 months, while quarterly updates can be
issued in paraliel with quarterly earnings reports to investors. With the menu of new
communications technologies available 10 reporting organisations, adjusting the timing
of disdosures to reflect the varying nature of an organisation’s impacis is now more
feasible than ever before, However, the degree 1o which any technology approach can
be applied depends on stakeholders having access to the necessary technology.
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Although a regular low of information is desirable for mecting certain needs, report-
ing organisations should commit w a single point in time © provide a consofidated
accounting of their economic, environmental, and sodial performance. This is neces-
sary to meet the fundamental objeaive of comparability across organisations. As an

example, a vearly consolidated repon released on a predicable schedule, accompanied
by interim updates using electronic media, represents a standard structure that is con-
sistent with the prindple of timeliness
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1. Boundariecs: Organisations using the -Guidelines may
have complex intemnal structures, multiplé subsidiaries,
joint ventures, and/or foreign operations. Particular
care should be taken to match the scope of the report
with the economic. tnvuomnemal and socia] “foot-

‘print” of the organisation ... themllextemof itseco- ¢

nomic, environmental, and sodal zmpads} Any
differences should be explained.

2. Use of technical protocols: In repo_rﬁng on indicators
contained within the Guidelines, reporters should use
GRI technical protocols whenever available, Drafting
of protocols for a limited murober of GRI indicators
began in 2002, and drafts in progress can be found on
the GRI website (www.globalieporting.org). GRI
recognises the need for continued development of pro-
tacols. and the current set represents the first of many
that will follow in coming years. If, for any reason, a
reporting organisation does not use an existing GRI1
protocol, it should clearly describe the measurement
rules and methodologies used for data compilation. For
situations where a formal GRI protocol is not yet avail-
able, reporting organisations should use their profes-
sional judgernent, drawing on international standards
and conventions wherever possible.

3. Metrics: Reported data should be presented using gen-

erally accepted international metrics (e.g., kilograms,
tonnes, litres), calculated using standard conversion

factors. When other metrics are used. reports should

provide conversion information 1o enable mtemauona] L

users to make conversxons L

4. Time frames cmd Iarqeh Wherever possnble, repons
should present information for all performance indi-

cators in a manner that cnables users to understand
current and future trends. At a minimurn, reportng -
organisations ‘should present data for the current -

reporting period (e.g., one year) and at least two’ pre-
vious periods, as well as fumre targets where they have
been established. ‘This mfoxmauon prowdes essential
context for undemandmg the significance of a. given
piece of information, Compansons with industry aver-

However, if absolute data are provided, users will be.
able to compile their own normalised analysis using
information from Section 2 of Part C (Profile). Never-
theless, GRI does recognise the utility of data presented
as ratios. Ratio data may be useful in conjunction with
absolute data for communicating performance trends
or arﬁéulaﬁhg performance across two or more linked

‘dimensions of sustainability. When ratios are included,

organisations are asked to make use of normalising
factors from within the report, and from Section 2 of
Part C, if apbroprﬁate. See Annex S for more informa-
don on 1atos.

‘Data consolidation and disaggregation: Reporting

organisadons will need to determine the appropriate
level of consolidation {aggregation) of indicator data.
For example, indicators could be presented in teoms of
the performance of the organisation worldwide or
broken down by subsidiaries, countries of operation,
or even individual facilities. This decision requires bal-
ancing the reporting burden against the potential addi-
tional value of data reported on a disaggregated
{e.g.. country or site) basis. Consolidation of informa-
tion can result in loss ol a significant amount of value
10 users, and also risks 1nasking particularly strong or
poor performarnice in specific arcas of operation. In gen-
eral, reporting organisations should disagpregate
information to an appropriate and useful level as deter- .

. roined through consultation with stakeholders.- The "

appropriate level of consolxdauon/dlsaggreganon' T
"may vary by mdtcator

 Graphics: The use’ of graphxcs can enhance the qual- .

ity of a report. However, care should be taken to ensure
Lhat graph](s do not inadvertenty lead’ readers 10
incorrect mterpretanons of data and results. Care is
needed in the selection of axes, scales, and data .

" {including conversion of raw data to ratios and indices - .

ages, where available, can also prowde useful context. - KR

5. Absolute/noﬂnahsed data A.s a general pnncple, :
reporting organisations should present indicator data -
in absolute terms and use ratios or nom’nahsed data as-
complementary, informaton. Providing only nor- - -

malised data may mask- absolute ﬁgu_r s, which is the ™

information of pnmary mterest to some stakehnldexs -

for graphic purposes), and the use of colour and dif-
ferent types of graphs and charts. Graphics should be
a supplemnerit to—not a substitute for—text and nar--
rative disclosure of information. In general, raw data
should accompany. graphical presentations, either o
alongside of in appendices: Graphs should always_ -

L dearly mdjcatc the source of their data

. Exccutnc .\ummnry GRI enccurages the mdusxon of -

an executive summary. In keeping with the repomng
prindples in Part B, the summary should draw only. .

.on matenal from within the- report and be matenally

consxstent w1th the coment oI the repon



OVERVIEW OF PART C

Part C of the Guidelines specifies the
content uf a GRI-based repon. The
report content is organised inwhat
GRI considers a logical order, and

1, Vision and Straregy - description of the reporting organisation’s strategy with
regard 1o sustainability, including a staternent from the CEO.

reporting organisations are 2. Profile ~ overview of the reporting organisar.iou'§ structure and operations and
encouraged to follow this structure of the scope of the report. ,

in writing their reports. See 3. Governance Structure and Managemen! Systems — description of organi-
General Notes and Pant A for fur- sational structure, polides, and management sysierns, including stakeholder
ther guidance on report structure. cogagement 'eﬁox‘(s./

Questions regarding other issues 4. GRI Content Index ~ a table supplied by the reporting organisation identify-
related to application of the Guide- ing where the information listed in Part C of the Guidelines is located within the
fines are also addressed in Part A, organisation’s report.

Please note that Part C is best read 5. Performance Indicators — measures of the impact or effeat of the reporting
in conjuncion with Part B. organisaton divided imo integrated, econonic. environmenal, and social

) performance indicators.
Part C only covers basic report con-

1ent as defined by GRIL As noted in

Part A, reporting organisations might also have additional sector-specific or organisa-
tion-spedcilic information w include in their reports. Organisations that wish o report
“in accordance” with the Girddelines must meet the five condidons deseribed in Part A
on page 13.

Major Changes Since June 2000
Since the release of the June 2000 edition of the Guidelines, GR has made a number of
major changes to the content of a GRI-based report:

» Following a two-vear consultative period, the performance indicators have been
substanually revised. The most significant changes are found in the cconomic and
social scctions. Aspects and indicators have been reorganised, and new indicators
appear. For details on the consultative process, please visit the Global Reporting
Initdative website {www.globalreporting.org) 10 view the Final Report of the Mca-
surement Working Group.

-

The requirement for an Executive Summary section has been removed; however,
GRI still encourages reporting organisations to include a summary.

» The Vision and Strategy secdon has been revised to include the CEO statement.

-

The 2002 Guidelines have new content on governance 1o describe the significance
of economic, environmiental, and sodial issues in top-level decision-making
Processes.

-

Reporting organisations using the GRI Guidelines are now expected to include a Con-
tent Index within their report, identifying the location of GRI performance indica-
tors and other elements,

-

The distinction between “gencrally applicable” and *organisation-specific” envi-
ronmental indicators has ¢volved into the dassifications of “core” and "additional.”
All indicators (not just environmental) are now dassified either as “core” or “addi-
tional.” Core indicators are those relevant to most reporting organisations and of
interest 1o most stakeholders. Additional indicators are viewed as those that have
one or morc of the following atributes: 1) represent leading practice in economic,
environmental, or sodal measurement aspects, though currendy used by few report-
ing organisations; 2) provide informaton of interest 1o stakeholders who are par-
ticwlarly important to the repornting entity; and 3) are deemed worthy of funther
esting for possible consideration as {uture core indicators.




» GRI indicators have been revised o better align with major international agree-
ments, including conventions on the environment, fabour, and human rights.

» The Performance Indicators sections are now presemed in alphabetical order:
cconomic, environmental, sodal,

Indicators in the GRI Framework

GRI structures performance indicators according to a hicrarchy of category, aspect,
and indicator. The definitions used by GRY within this hicrarchy are aligned with inter-
national standards, but adapted 1o the GRI framework. Indicators are grouped in terms
of the three dimensions of the conventional definiton of sustainability—economic,
environmental, and social. Annex 5 contains further information on GRI's approach
10 indicators.

in the 2002 Guidelines, the hicrarchy is structured as {ollows:

Public sector
Materials

Biodiversity -

Emissions, efuents, and waste
Suppliers :
Products and services
Compliance’ -
Transport -

Overall

Employment e
Labour/management mlatnons
2 Health and safety. :
Training and educatcon

] Dnvemty and opportumty

4 Strategy and manavement S
4 Non-discrimination’ : ' :
Freedom of assocnatlon and co lectwe bargainmg
Child {abour

Forced and compulsory labour

Disciplinary practices ..
Security practices

4 indigenous nghts

Communlbj i

Bribery and corruption

: Political contributions

: Competition and pricing

Customer health and safety

Products and serwc&s )
Advertising = . S
Respect for privaty -




ars Conmtem

An introduction to cach set of indicators in Scaion 5 of Pant C briefly desaribes the
reasoning that led 1w the specific organisation of aspeas and indicators in the 2002
Gruidelines.

Note that within the context of GRIL performance indicators can be cither quantitative
or qualitative, While guantitative or numerical measures offer many advantages, they
may prove unreliable, incomplete, or ambiguous for measuring performance on cer-
tain issucs. GRI considers qualitative indicators, those indicators requiring textual
respotise, o be complementary and essential to presenting a complete picture of an
organisation’s cconomic, environmental, and social performance. '

Qualitative measures may be most appropriate when dealing with highly complex
cconmmic or sodal systems in which it is not possible to idemify quantitative measures
that capture the organisation’s contribution—positive or negative—to ¢conomic, envi-
ronmental, or social conditions. Qualitatve approaches also may be most appropriate
for measurernents of impacts 10 which the organisation is one of many contnibutors.
Wherever possible, qualitative performance indicators have been worded to encourage
a respouse that can be expressed along a scale as opposed 1o a general descriptive state-

ment {see Annex S). This, in i, fadlitates comparisons across reporting organisations.




The following five sections contain the repornting elements and performance indica-
tors for the 2002 GRI Guidelines. Reporting elements are numbered (e.g.. 1.1, 2.10)
and performance indicators are contained in tables in Section 5. The elements and
indicators are listed in bold type. Some are supported by additional guidance or expla-
nation in standard type.

T VISION AND STRATEGY

This scction encomipasses a staternent of the reporting organisation’s sustainability vision
and strategy, as well as a statemert from the CEQ.

1.1 Statement of the organisation’s vision and strategy regarding its contribu-
tion to sustainable development.
Present overall vision of the reporting organisation for its {future, panicularly with
regard o managing the challenges assodated with economic. environmental, and
sodal performance. This should answer, at a minimum, the {ollowing guestions:
» What are the main issues for the organisation related to the major themes of
sustainable developmient?

-

How are stakeholders included inidentifying these issues?

-

For each issue, which stakceholders are most affecied by the organisation?

-

How arc these issues reflected in the organisation’s values and integrated into
its business strategics?

v

What are the organisation’s objeciives and actions on thesc issues?

Reporting organisations should use maximum flexibility and creativity in prepar-
ing this secion. The reporting organisation’s major direat and indirect economic,
environmental, and sodal issues and impacts (both positive and negative) should
inform the discussion. Reporting organisations are encouraged 10 draw direcdy from
indicators and information presented elsewhere in the report. They should include
in their discussion any major opportunitics. challenges, or obstacles to moving
wward improved economic, environmental, and sodial performance. International
organisations are also cncouraged to explicitly disquss how their economic, envi-
ronmental, and sodal concerns relate to and are inpaced by their strategies for
cemerging markets.

1.2 Statement from the CEO (or equivalent senior manager) describing key

elements of the report,
A statement from the reponting organisation’s CEO (or equivalent senior manager
if other title is used) sets the tone of the report and establishes credibility with inter-
nal and external users. GRI does not spedify the content of the CEO statement;
however, it believes such statements are most valuable when they explictly refer
10 the organisation’s commirment to sustainability and 1o key elements of the report,
Recommended clements of a CEQ staternent include the foliowing:

+ highlights of report content and commiunent 1o targets;

¥ description of the commitment 1o cconomic, environmental, and social

goals by the organisation’s leadership;

-

statement of successes and failures;

-

performance against benchmarks such as the previous year's performance
and targets and industry sector norms;

-

the organisation’s approach o stakcholder engagerment: and




» major challenges for the organisation and its business sector in integrating
respousibilities {or financial performance with those for economic, environ-
menial, and social performance, including the implications for future busi-
ness strategy.

The CEQ statement may be combined with the statement of vision and strategy. -

Z PROFILE

This section provides an overview of the reporting organisation and describes the scope
of the report, Thus, it provides readers with a context for understanding and evatuat-
ing information in the rest of the report, The section also indudes organisatonal con-
tact informaton.

Organisational Profile

Reporting organisations should provide the information hsted below. In addition, they
are encouraged to include any additional information that is needed for a full picture
of the organisation’s operations, products, and services.

2.1 Name of reporting organisation.
2.2 Major products and/or services, including brands if appropriate.
The reponting organisation should also indicate the nature of its role in providing

these produas and services, and the degree 1o which the organisation relies on
outsourcng.

2.3  Operational strucure of the organisation,

2.4 Description of major divisions, operating companics, subsidiaries, and joint
VENLuTes,

2.5 Countries in which the organisation’s operations are located.
2.6 Nawre of ownership; legal form.
2.7 Nature of markets served.
2.8 scalc of the reporting organisation:
» number of enployecs;
v producs produced/services offered {quantity or volumc);
» netsales; and
v 1otal capitalisation broken down in terms of debt and equity.
In addition w0 the above, reporting organisations are encouraged o provide
additional information, such as:
v value added;
¥ toial assets; and
» breakdowns of any or all of the following:
* sales/revenues by countries/regions that make up 5 percent or more of
to1al revenues;
« major produas and/or identificd services;
* costs by country/region; and
+ employees by country/region.
In preparing the profile information, organisations should consider the need w pro-
vide information beyond that on dircat employces and finandal data. For exam-
ple, some organisations with few direct employees will have many indircct

cemployees. This could incdlude the employecs of subcontraciors, franchisees, joint
ventures, and companics entircly dependent on or answerable to the reporting
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organisation. The extent of these relationships may interest stakeholders as much
or more than information on dircat employcees. The reponing organisation should
consider adding such information 1o its profile where relevant. '

Reporting organisations should choose the ser of measures best suited 1o the nature
of their operations and stakceholders” needs. Measures should indude those thas
can be used specifically o create ratios using the absolute figures provided in other
sections of the repon {See Annex S for information on ratios). All information
should cover that portion of the organisation that is covered by the repon.

2.9 List of stakeholders, key attributes of each, and relationship 10 the report-
ing organisation.
Stakcholders typically include the following groups (examples of auributes are
shown in parentheses):
¥ conmurnunities (focations, nature of interest);
¥ customers (retail, wholesale, businesses, governmentsy;

-

sharcholders and providers of capital {stock exchange listings):

v

suppliers (producis/services provided, local/national/international
operations);

-

trade unions (relation to workforee and reporting organisation):

>

wark{orce, direct and indireat (size, diversity. relationship to the reponting
organisation); and

-

other stakeholders (business panners, local authoritics, NGOs).

Report Scope

2.10 Contact person(s) for the report, including e-mail and web addresses.
2.11 Reporting period (e.g., fiscal/calendar year) for information provided.
2.12 Date of most recent previous report (if any).

2.13 Boundaries of report (countries/regions, producis/services, divisions/
B ¥
facilities/joint ventures/subsidiaries) and any specific limitations on the
scope.
If reponting boundaries do not match the full range of economic, environmental,

and social impacts of the organisadon, state the strategy and projecied timeline for
providing complete coverage.

2.14 Significant changes in size, structure, ownership, or products/services that
have occurred since the previous report.

2.15 Basis for reporting on joint ventures, partially owned subsidiaries, leased
facilities, outsourced operations, and other situations that can significantly
affect comparability from period to period and/or between reporting organ-
isations.

2.16 Explanation of the nature and effect of any re-stalements of information
provided in earlier reports, and the reasons for such re-statement (e.g., merg-
ers/acquisitions, change of base years/periods. nature of business,
measurement methods). :

Report Profile

2.17 Decisions not to apply GRI principles or protocols in the preparation of
the report.

2.18 Criteria/definitions used in any accounting for economic, environmental,
and social costs and benefits.




2.19 Significant changes from previous years in the measurement methods
applied 10 key economic, environmental, and social information.

2.20 Policies and internal practices to enhance and provide assurance about the
accuracy, completeness, and reliability that can be placed on the susiain-
ability report.

This includes internal management systems, processes, and audits that management
relies on w ensure that reporied data are reliable and complete with regard 10 the
scope of the report.

2.21 Policy and current practice with regard to providing independent assurance
for the full report.

2.22 Means by which report users can obtain additional information and reports
about economic, environmental, and social aspects of the organisation’s
activities, including facility-specific informarion (if available).

3 GOVERNANCE STRUCTURE AND

MANAGEMENT SYSTEMS

This section provides an overview of the governance struciure, overarching policies, and
management systems in place w implement the reporting organisation’s vision for sus-
tainable development and 1 manage its performance. In contrast, Section 5 (Perfor-
mance [ndicators) addresses the results and breadih of the organisation’s aaivities.
Discussion of stakeholder engagement forms a key pant of any description of governance
structures and management systems.

Some of the information listed in this section may overlap with information in other
publications from the organisation. GRY is sensitive 1o the need to avoid unnecessary
duplication of effort. However, for the sake of ensuring full and complete contextual
information for users of sustainability reports. it is important 1o cover the items listed
below in combination with other information on the organisation's economic, envi-
ronmental, and sodial performance. Organisations may wish to cross-reference between
different documents, but this should not be done at the expense of excuding necessary
information in a sustainability repon.

Structure and Governance

3.1 Governance structure of the organisation, including major commitiees under
the board of dircctors that are responsible for setting strategy and for over-
sight of the organisation.

Describe the scope of responsibility of any major commitices and indicate any direct
responsibility for econornic, social, and environmemal performance.

3.2 Percentage of the board of directors that are independent, non-exccutive
directors.
State how the board determines “independence”,

3.3 Process for determining the expertise board members need to guide the

strategic direction of the organisation, including issues related to environ-
mental and social risks and opportunities.

3.4 Board-level processes for overseeing the organisation’s identification
and management of economic, environmental, and social risks and oppor-
tunities.




3.5 Linkage between executive compensation and achievement of the organi-
sation’s financial and non-financial goals (e.g.. environmental performance,
labour practices).

3.6 Organisational structure and key individuals responsible for oversight,
implementation, and audit of economic, environmental, social. and related
policies.

Include idendfication of the highest level of management below the board tevel
directly responsibie for setting and implementing environmental and social poli-
des, as well as general organisational structure below the board level

3.7 Mission and values statements, internally developed codes of conduct or

principles, and polices relevant to economic, environmental, and social per-
formance and the status of implementation.
Describe the status of implementation in terms of degree to which the code is applicd
across the organisation in different regions and departuments/units, “Policies™ refers
1o those that apply 1o the organisation as a whole, but may not necessarily provide
substantial detail on the specfic aspecrs listed under the performance indicators in
Part C. Scection 5 of the Guidelings.

3.8 Mcchanisms for sharehalders to provide recommendations or direction to
the board of directors.

Include reference to any policies or processes regarding the use of sharcholder res-
olutions or other mechanisms for enabling minority shareholders 1o express opin-
ions 10 management.

Stakeholder Engagement

Stakeholder engagement activities should reflect the organisation’s stakeholders as
identified in the Profile section.

3.9 Basis for identification and selection of major stakcholders.

This incudes the processes for deflining an organisation’s stakchalders and for deter-
mining which groups to engage.

3.10 Approaches to stakeholder consultation reported in terms of frequency of

consultations by type and by stakeholder group.

This could indlude surveys, focus groups, community panels, comorate advisory
panels, writicn communication, management/union structures, and other vehicles.

3.11 Type of information generated by stakeholder consultations,

Include a list of key issues and concerns raised by siakeholders and identidfy any
indicators specifically developed as a result of stakeholder consulatdon.

3.12 Use of information resulting from stakeholder engagements.

For example, this could include seleaing performance benchmarks or influencing
spedific decisions on policy or operations.

Overarching Policies and Management Systems

GRI has included policy indicators in both Seaion 3 (Governance Structure and
Management Systems) and Section 5 (Perforrnance Indicators), using the general prin-
dple of grouping information items closest to the most relevant aspect. The broader,
overarching policies are most directly related to the governance strucure and man-




agernent systerns section of the report, The muost derailed level of policy (e.g. polides
on child labour) may be captured in the performance indicator section of the report.
Where the reporting organisation perceives an overlap in the GRI framework, it should
choose the most appropriate location in its repon {or the information.
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3.14

3.17

3.18

3.19

Explanation of whether and how the precautionary approach or principle
is addressed by the organisation.

This could include an example that illustrates the organisation’s approach 1o risk
management in the operational planning or the development and introducion of
new products. For reference, see the glossary for text of Anicle 15 of the Rio Prin-
diples on the precavtionary approach, '

Externally developed, volumary economic, environmental, and social char-
ters, sets of principles, or other initiatives to which the organisation sub-
scribes or which it endorses,

Indude date of adoption and countries/operations where applied.

Principal memberships in industry and business associations, and/or
national/international advocacy organisations.

Policies and/or systems for managing upstream and downstream impacts,
including:

v supply chain management as it pertains to outsourcing and supplier
environmental and social performance; and
» product and service stewardship initiatives.

Stewardship initiatives include efforts 1o improve product design 1o minimise
negative impaas associated with manufacturing, use, and final disposal.

Reporting organisation’s approach to managing indirect economic, envi-
ronmental, and social impacts resulting from its activities.

See below (under Economic Performance Indicators) for a discussion of indirect eco-
nomic impacts.

Major decisions during the reporting period regarding the location of, or
changes in, operations.

Explain major dedisions such as facility or plant openings, closings, expansions,
and contractions.

Programmes and procedures pertaining to economic, envirommental, and
social performance. Include discussion of:

» priority and target setting;
» major programmes to improve performance;
» internal communication and training;

-

performance monitoring;

-

internal and external auditing; and
senior management review.,

e

3.20 Status of certification pertaining to ecanomic, environmental, and social

management systems.

Include adherence to eavironmental management standards, labour, or sodal
accountability management $ystems, or other management systems for which
formal centification is available.




GR! CONTENT INDEX

4.1 A table identifying location of each element of the GRI Report Content, by
section and indicator.
The purpose of this section is to enable report users to quickly assess the degree to
which tie reporting organisation has included the information and indicators con-
13ined in the GRI Guidelines, Spedfically, the reporter should identity the location
of the following GRI clements:
» Vision and Stratcgy: 1.1 and 1.2
» Profile: 2.1 10 2.22
Governance Structure and Management Systens: 3.1 10 3.20

-

Performance Indicarars: all core performance indicators and ideniification of
the location of explanations for any omissions

-

-

Any of the additional indicators from Section 3 of Part C that the reporter
chooses 1o include in the repont

5 PERFORMANCE INDICATORS

This section lists the core and additional performance indicators for GRI-based repons,
Reporting organisations that wish to report in accordance with the Guidefines should
read Part A concerning the requirements {or in accordance reporting.

The performance indicators are grouped under three sections covering the economic,
environmental, and social dimensions of susiainability. This grouping is based on the
conventional model of sustainable development and is intended to aid users of
the Gridelines. However, limiting performance indicators 1 these three categorics
may not fully capture the performance of an organisation for a number of reasons.
For example:
» changes in one aspect of cconomic, environmenial, or sodal performance often
result in changes 1o other aspects of sustainability;

» sustainability strategies olten use onc area of sustainability as a reference point when
defining goals for another area; and
r advancing sustainable development requires coordinated movement across a sct of
performance measurements, rather than random improvement within the {ull
range of measurcments.

Therefore. in addition to the economic, environmental, and sodial dimensions, a fourth
dimension of information is necessary: integrated performance.

Integrated indicators are considered first in this section. Following this are the core and
additional indicators related to ecconomic, environmental, and sodal performance.,

Integrated Indicators _

Given the unique relationship of each organisation to the economic, environmental,
and sodial systems within which it operates, GRI has not identified a standardised set
of integrated performance indicators. However, GRI encourages reporting organisatons
to consult with stakeholders and develop an appropriate shortlist of integrated per-
formance indicators 1o include in their repons. '




Tntcgrated measures are generally of two types:
1. Systemicindicators; and

2. Cross-cuuing indicators.

Systemic indicators relate the activity of an organisadon to the larger cconomic, envi-
ronmental, and social systems of which it is a part. For example, an organisation could
describe its performance relative to an overall system or a benchmark, such as a
percentage of the total workplace accidents found in she sector within a given country.
Similarly, an organisation could present its net job creation as a proportion of the total
number of jobs created in a region.

Absolute systemic indicators describe an organisation'’s performance in relation to the
limit or capacity of the system ol which it is a part. An example would be the amount
ol air pollutants of a given wype teleased as a proportion of the total amount allowable
in a region as defined by a public authority.

In general, systemic indicators provide an understanding of the degree to which the
organisatioh‘s performance may influence the performance of a larger system. These
types of measures are most uscful for organisations that eperate within a relatively nar-
rowly defined geographic area.

Cross-cutting indicators direaly relate nwo or more dimensions of economic, envi-
ronmental, and social performance as a ratio. Eco-cfficiency measures {e.g., the amount
of emissions per unit of output or per monetary unit of turnover) are the best-known
examples (further guidance on ratio indicators can be found in Annex 5). Many organ-
isations have proposed standarvdised sets of environmental efficiency indicators that

measure various types of resource use or poliution emissions against an econumic or

productivity measure. Cross-cutting indicators effectively demonstrate the size of the
positive or negative impact for cach incremental change in another value.

In developing and reporting cross-cutting indicators, care should be 1aken to:

» draw, where possible, on information already reponed under these Guidelines;

» cnsure that the indicators use ratios derived from normalised measures and, when
possible, from internationatly accepred metrics; and

» supplement. not replace, nun-ratio indicators.

ECONOMIC PERFORMANCE INDICATORS

The economic dimension of sustainability concerns an organisation’s impacts on the eco-
nomic circumstances of its stakceholders and on economic systems at the Jocal, national
and global levels. Economic impacts can be divided into:

v direct impacts; and

» indirca impacts.

These impaas can be positive or negative. Broadly speaking, economic performance
encompasses all aspects of the organisation’s economic interactions, including the tra-
ditional measures used in finandal accounting, as well as intangible assets that do not
systermatically appear in finandal statements. However, economic indicators as articu-
lated in the Guidelines have a scope and purpose that extends beyond that of traditional

finandal indicators.

SYSTEMIC INDICATORS

PROVIDE AN
UNDERSTANDING OF
THE DEGREE TO WHICH
THE ORGANISATION’S
PERFORMANCE MAY

INFLUENCE THE

PERFORMANCE OF A LARGER
ECONOMIC, ENVIRONMENTAL,
OR SOCIAL SYSTEM.




Economic INDICATORS

'AS ARTICULATED IN THE
GUIDELINES HAVE A SCOPE
AND PURPOSE THAT
EXTENDS BEYOND THAT OF
TRADITIONAL FINANCIAL
INDICATORS.

Financial indicators focus primarily on the profitability of an organisation for the pur-
pose of informing its management and sharcholders. By contrast, economic indicators
inn the sustainability reporting context focus more on the manner in which an organi-
sation affcas the stakeholders with whom it has direct and indireat cconomic interac-
tions. Therefore, the focus of economic performance measurement is on how the
economic status of the stakeholder changes as a consequence of the organisation’s activ-
ities, rather than on changes in the finandal condition of the organisation irsclf. In some
cases, existing finandal indicators can direaly inform these assessments. However, in
ather cases, different measures may be necessary, including the re-casting of traditional
finandial information o emphasise the impact on the stakeholder. In this context, share-
holders are considered one among several stakcholder groups.

While finandal performance indicators are well developed, indicators of organisation-level
ceconomic performance as desaribed in the previous paragraph are still evolving. The indi-
cators in this section are the result of a consultation process that began after the release
ol the June 2000 Guidelines and represem a new approach 10 reporting on economic
impacts. This framework will continue to evolve in future versions of the GRI Guidelines
as applicadon and leaming continue. Such evolution will include an understanding of
how cconomic impacis are linked 1o the intangible assets of the organisation,

Direct Impacts
The economic indicators on direct impacts are designed to:

v measure the monetary flows between the organisation and its key stakcholders;
and

¥ indicate how the organisation affeas the cconomic droumstances of those stake-
holders,

The aspects for this section are organised around stakeholder groups. Each aspect
includes a monetary flow indicator, which provides an indication of the scale of the rela-
tionship benveen reporting arganisation and stakeholder. Most monetary flow indica-
tors are paired with one or more other indicators that provide insight into the nawre
of the performance and impact on the stakeholder’s economic capacity.

For example, under suppliers, the monetary flow indicator associated with “cost of all
goods, materials, and services purchased” provides information on the scale of flows
between the reporting organisation and its suppliers. The performance indicator
describes one facet of the economic relationship between the suppliers and the repornt -
ing organisation.

Indirect impacts

The toal economic impact of an organisation includes indirect impacts stemming from
externalities that create impacas on communitics, broadly definced. Externalities are those
costs or benefits arising frony a transaction that are not {ully reflecied in the monetary
amount of the transaction. A community can be considercd as anything from a neigh-
bourhood, to a country, or even a community of interest such as a minority group within
a socicty. Although often complex, indirect impacts are measurable. However, given
the diversity of situations facing reponting organisations, GRY has not at this point iden-
tified a single, generic set of such indicators. Thus, each organisation should select per-
formance indicators based on its own analysis of the issues. Information on the reporting



organisation’s overatl approach 1o identfyving and managing indirect impaais is covered
under item 3.17 in the Governance Structure and Management Systéms section.
Examples of externalities might include:

v innovation meastred through patents and partnerships;

» cconomic effects (positive or negative) of changes in location or operations; or

v the contribution of a sector to Gross Domestic Produa or national competitivencss,
Examples of community impacts might include:

» community dependency on the organisation’s activities;

» ability of the organisation to ateract further investnent into an arca; or

v the location of suppliers.

Further discussion of indirect cconomic impacts is available through discussion papers
prepared by the Economics Subgroup of the Measurement Working Group. These can
be found on the GRI website,

Economtc Performance Ind;catars

FRvSaAdditionaliindiCators Tees
Dnzr.c*r Econowc IMPACTS

Customers

hMonetary flow indicator:
EC1. Net sales.
As listed in the profite section under 2.8,

EC2. Geographic breakdown of markets.

For each product or product range, disclose national market share
by country where this is 25% or more. Disclose market share and
sales for each country where national sales represent 5% or more

of GDP.
Suppliers
Monetary flow indicator: ECa1. Supplier breakdown by organisation and country.
EC3. Cost of all g