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Introduction

The last fifteen years have witnessed a remarkghiaiferation of corporate
responsibility tools — ethics codes, principlesdglines, standards and other instruments.
Over 300 currently exist worldwide. These toolscofporate responsibility serve two
primary purposes. First, they seek to promote aatpopractice that is more responsible
and accountable. Second, these tools strive toblettaa clear and common
understanding of central concepts such as ‘sudti@ndevelopment’ and ‘corporate
social responsibility*.

While the use of these tools is mostly voluntargyesal could emerge as industry
standards that supply the legitimacy, consistenog aomparability demanded by
corporations and its stakeholders. For many cotpoexecutives, the question is no
longer whether to use these tools, but which owesise and how. There is much
confusion and uncertainty regarding the role, fiomctand quality of many corporate
responsibility tool$. This dilemma is similarly faced by institutionalviestors pursuing

improved corporate responsibility practice in themuity holdings. This guidebook
provides an overview of today’s leading corporasponsibility instruments, principles,
codes and standards for pension fund trustees.

Many issues must be considered by management atitiiional investors alike in this

regard. Should a national, regional or global fravoik be used? Is it better to employ
one comprehensive standard or a series of issugfispgandards? What metrics should
be measured, audited and reported on? Companien a@dmploy several tools

simultaneously to address their varying needs. é&xample, of the instruments herein
profiled, Shell uses the Global Reporting Initiatsy (GRI) Sustainability Reporting

Guidelines, the UN Global Compact and the Greenthdbas (GHG) Protocol. Nike

employs the AA1000 Framework, the GRI and the UNb@l Compact. In combination

or alone these tools can provide normative clardiégitimacy, functionality, enable

learning, communication and materiality.

The tools profiled in this guidebook include:

* AccountAbility 1000 Assurance Standard (‘AA1000)

» Ceres Principles

» Equator Principles

» Extractive Industries Transparency Initiative (BITI

* Global Reporting Initiative Sustainability RepodiGuidelines (‘GRI’)

* Global Sullivan Principles

» Greenhouse Gas Protocol (‘GHG Protocol’)

* International Labour Organization Declaration omé&amental Principles and
Rights at Work (‘ILO Declaration’)

* 1SO 14000

* MacBride Principles

* Organisation for Economic Co-operation abdvelopment Guidelines for
Multinational Enterprises (‘OECD Guidelines’)

» Social Accountability 8000 (‘SA8000’)



» United Nations Global Compact (‘GC’)

* United Nations Norms on the Responsibilities ofnBraational Corporations

and Other Business Enterprises with Regard to HURights (‘UN Norms’)
» Universal Declaration of Human Rights ((UDHR’)

* Voluntary Principles on Security and Human Rights

The tools above were selected on the basis of aefamtors including: frequency of use
in shareholder resolutions, citation in corporasponsibility guides, citation in voting
proxy guidelines, multi-stakeholder support andtipalar relevancy for Canada. The
table below summarizes which of the tools profilethis publication have been cited by
different organizations and guidebooks.

Dow Jones G8 Account- World Business  Centre for UN Corporate Sandra
Sustainability Ability’s Council for Researchor Norms Responsibility ~ Waddock®
Index Global Sustainable MNCs® Report’  Code BooK
(most usedS Eight* Development
Publication 2005 2003 October 2004 April 2005 Feb. October 2003  April 2005
Date 2005
AA1000 v v v v
Ceres
v
Principles
EITI v v
Equator
Principles
GHG
v
Protocol
Global v v v v v v v v
Compact
v
GRI v v v v v
Lo~ v v v v v v
Declaration
v
ISO 14000 v v v
Mch_ride v
Principles
QD) v v v v v v v
Guidelines
v
SA8000 v v v v
Su_lliv_an v v v v
Principles
v
UN Norms v v v
Universa_l v v v v
Declaration
Vqluqtary v v
Principles



Labour Pension Fund Corporate Engagement

This guidebook is intended to both provide an owswof the selected tools as well as
document how institutional investors have used éht®ls in the past to promote
corporate responsibility. It must be underscoredt ttihere a multitude of ways an
institutional investor can use the profiled toaspromote corporate responsibility. Each
of the ‘methods’ listed below of promoting corp@aesponsibility have been utilized by
institutional investors as detailed throughout tiugdebook.

In their relations with_corporations or fund managén their equity portfolios,
institutional investors can:

» Establish investment principles that incorporatepomate governance and
corporate responsibility criteria. Some of thesé#eda could be based on
corporate responsibility tools.

» Create voting proxy guidelines that encompass afet corporate responsibility
tools to guide both voting and proposing sharelraiegolutions.

* Vote proxies employing corporate responsibilitylsoms a basis.

* Write letters to company management, board memaeds fund managers to
express concerns and/or support for actions takiea.tools herein profiled can
provide the basis or framework of such a convergati

* Meet with company management, board members ardlrhanagers to express
their concern or support for actions taken. Thdstéerein profiled can provide
the basis or framework of such a conversation.

With regards relations with governmeattors, institutional investors can:

» Lobby politicians and civil servants to use corpengsponsibility tools as a basis
for eligibility of corporations to take part in téering processes and public
procurement and to receive government subsidiegeqpalrt credits.

* Lobby politicians and civil servants to enact mandasocial and environmental
disclosure based on corporate responsibility tooiglining reporting and
accounting processes.

* Lodge complaints with the Canada’s OECD Nationaht@ct Point regarding
corporate deviation from the OECD Guidelines forlfitational Enterprises, if
applicable.

* Lobby politicians and civil servants to mandate theclosure of pension fund
proxy votes and any social or environmental cdtennployed in the investment
policy.

* Lobby securities regulators to mandate and enceucagporate disclosure with
regards to social and environmental performance.

Labour pension funds can also act in concert witieoinstitutional investorby:

» Participate in institutional investor corporate passibility and corporate
governance coalitions, conferences and summitsielmditen coalesce around or
endorse a given corporate responsibility tool -sémd a clear signal of their
expectations of corporations.




Labour pension funds can also be key contributorsgivil society organizations and
standards setting bodiby:

» Participating in the creation and development apomte responsibility tools to
ensure broader legitimacy. This could include beogna supporting or board
member of a standard setting body, making suggestmd voicing concerns to
that body and being an active participant in mstidkeholder discussions.

* Working with other union pension funds and civitgty organizations in public
awareness campaigns that are issue-specific oramyrgpecific.

» Stimulate independent buy-side research

Internally, labour pension funds can:

» Utilize tools of corporate responsibility standatiat are applicable to them.

» Disclose corporate governance policy, proxy votogdelines, proxy voting
record, explanation of proxy votes in important esgascorporate engagement
activities, list of equity holdings, resources adted to implementing governance
policy, social and environmental criteria for intraent policy and conflicts of
interest.

Depending on the size and nature of the fund, sofnhe above actions may well
involve outsourcing to or consulting with specializservice providers. It must also me
underscored that measuring the impact of engageorergctual corporate behavior is
notoriously difficult to ascertain for two chief agons. First, companies are often
reluctant to admit that shareholder and stakehgidessure was the cause of a change in
a given policy. Second, causation is difficult &tadblish because there are a multitude of
potential causing factors for action or inactionaogiven issue.

Some key resources in exploring these various mdsthad engagement include the
International Corporate Governance Network’s ‘Steat on Institutional Shareholder
Responsibilities’ (www.icgn.org), the ShareholdersséAciation for Research and
Education (www.share.ca), the Interfaith Center @&@orporate Responsibility
(www.iccr.org), the Investor Responsibility Resda@enter (www.irrc.org) and Ceres
(www.ceres.org). In June 2005, the Global Compatffic® and the UNEP Finance
Initiative launched the development process of tReinciples for Responsible
Investment.’

Classification of Corporate Responsibility Tools

Corporate responsibility tools can and have beassdied in various manners. They can
be categorized by purpose, geographical reachgesssudressed or by method of
development. For our present purposes, the clea8dn approach employed Brnst
Ligteringen and Simon Zadek will be employ&drhey divide the emerging corporate
responsibility architecture into three types of IsooFirst, normative frameworks
‘[p]Jrovide substantive guidance on what constituggsod or acceptable levels of
performance.” Second, process guidelines ‘[e]nableasurement, assurance and
communication of performance.” Third, managemerdtays ‘[p]rovide integrated or



issue specific management frameworks to guide timgoiog management of
environmental and social impacts.’

Normative frameworks
» Ceres Principles
o EITI
» Equator Principles
* Global Compact
* Global Sullivan Principles
* ILO Declaration
* MacBride Principles
* OECD Guidelines
* UN Norms
* Universal Declaration
* Voluntary Principles on Security and Human Rights

Process Guidelines

+ AA1000
» Ceres Principles
o EITI

* Equator Principles

* GHG Protocol

+ GRI

* MacBride Principles

Management Systems

 AA1000
« 1SO 14001
» SA8000

Other Corporate Responsibility Instrument Guides

As mentioned, this guidebook was not designed texteustive. There are several other
guides and manuals (not designed for institutionaéstors in particular) that provide
overviews of corporate responsibility instrumenidgs.

« Workers’ Tool or PR ploy? A Guide to Codes of In&tional Labour Practict
by Ingeborg Wick, 2003
» The Corporate Responsibility Code Book
by Deborah Leipziger, Greenleaf Publishing, 2003
« Issue Management Tdol
by AccountAbility for the World Business Council Gustainable Development,
October 2004
* Mapping Instruments for Corporate Social Respotigybi
by the European Commission, Employment and Sodfaira, April 2003



» Living Corporate Citizenship: Strategic routes twmlly responsible business
by Malcolm Mcintosh, Ruth Thomas, Deborah Leipzjgeitl Coleman, October
2002

« ‘Global Reporting Initiative and other CSR Todfs’
by Global Reporting Initiative

The full text of the instruments profiled in thisigebook and several dozen others are
available at:
« Compendium of Ethics Codes and Instruments of GatpdResponsibilit}
by Kevin McKague, Schulich School of Business, YUrkiversity, January 2005

Notes

! Ligteringen, Ernst and Zadek, Simon, ‘The Future of CatgoResponsibility Codes, Standards and
Frameworks’, 20 April 2005. Available at: <http://www.gkdreporting.org/upload/Landscape_Final.pdf>
2 Oldenziel, Joris: ‘However, the increasing number of initestihas also led to confusion among the
different actors and lack of common starting points for disicun’ in ‘The added value of the UN Norms:
A comparative analysis of the UN Norms for Business witktig international instruments’,
Amsterdam: SOMO Centre for Research on Multinational CorporstiApril 2005, p. 8. Available at:
<http://www.somo.nl/html/paginas/pdf/UN_Norms_repofi02 EN.pdf>

®Ricard, J.E., Rodriguez, M.A. and P. Sanchez, ‘Sustéityabithe boardroom: An empirical
examination of Dow Jones Sustainability World Index lead@wfporate Governancéy(3), 2005, p. 24.
* AccountAbility, ‘International Standards for Corporate Resilility’. Available at:
<http://www.accountability.org.uk/resources/default.asp?pagdie=

® World Business Council for Sustainable Developmissye Management Tod\ccountAbility, October
2004. Available at: <http://www.wbcsd.org/web/publicati@esbuntability-codes.pdf>

® Oldenziel, Joris, ‘The added value of the UN Norms: A comparanalysis of the UN Norms for
Business with existing international instruments’, AmsierdSOMO Centre for Research on
Multinational Corporations, April 2005, p. 8. Available at
<http://www.somo.nl/html/paginas/pdf/UN_Norms_repofi02 EN.pdf>

" Report of the United Nations High Commissioner on HuRihts on the responsibilities of
transnational corporations and related business enterpriseegattd to human rights, E/CN.4/2005/91,
15 February 2005. Available at:
<http://www.ohchr.org/english/bodies/chr/docs/61chr/E4RD05.91.doc>

8 Leipziger, DeboralThe Corporate Responsibility Code BpGikeenleaf Publishing, 2003.

® Waddock, Sandra, ‘Creating Corporate Accountability: Foundaitrinciples to Make Corporate
Citizenship Real’Journal of Business Ethic50, April 2004, pp. 313-327; Waddock, Sandra, ‘Whalt Wi
it Take to Create a Tipping Point for Corporate ResponsiBiliAvailable at:
<http://www2.bc.edu/~waddock/TpgPtPpr.doc>

19 Ligteringen, Ernst and Zadek, Simon, ‘The Future of Cai@oResponsibility Codes, Standards and
Frameworks’, 20 April 2005. Available athttp://www.globalreporting.org/upload/Landscape_Finakpdf
Several other authors and guidebooks have offered a somewHat satggorization approach. For
example, Sandra Waddock divides corporate responsibility instits into (1) ‘foundational principles,
values and guidelines’, (2) ‘audit and reporting guidelimesl (3) ‘verification, monitoring and
certification systems’.

1 Available at: <http://www.suedwind-institut.de/Workers#t@003.pdf>

12 Available at: <http://www.wbcsd.org/web/publications/accouititgizodes. pdf>



13 Available at: <http://www.globalreporting.org/about/iattves.asp>
14 Available at: <http://www.yorku.ca/csr>



AA1000 Assurance Standard

Summary

Who?

Issues

Overview
&
Operation

N AccountAbility

institute of social and ethical accountability

The AA1000 Assurance Standard addresses all agsuaspects of an
organization’s disclosure and performance. It irdégs stakeholder
engagement into a cycle of planning, auditing, aoting, reporting and
assurance.

The AA1000 Assurance Standard was developed thranghternational
multi-stakeholder process by AccountAbility, a rot-profit and
member-based institution founded in London in 1996.

AccountAbility is governed by an international nidtakeholder Council
which includes representatives from business, NGOssultancies and
academia. The Council annually elects members efCperating Board
which has legal responsibilities for the organ@a® activities. In
addition, there is a Technical Committee that c»essdevelopment of the
AA1000 Series.

Stakeholder engagement, assurance, reporting

The AA1000 Assurance Standard is aimed at promatiggnizational
accountability for sustainable development by enguthe quality of
non-financial accounting, auditing and reportineTAA1000 approach
is designed to provide information that is timefgliable and that is
material to company performance in order to addresestor and
stakeholder assurance needs. By including staketwlith the process
that determines a company’s scope of responsipAify1000 challenges
traditional models in which only the company or uxasce provider
determine the scope and materiality of the asserprucess.

Three principles govern the AA1000 process inclgdimateriality,
completeness and responsiveness which are in toderpinned by
inclusivity. Adherence to these principles promtite credibility that is
often lacking in many corporate sustainability nepo

The AA1000 Assurance Standards does not specifistioes on which a
company should report — rather, it guides the dgueknt of a
stakeholder engagement process that addressesatengsds and requires
governance structurés.Reports must outline how management is
addressing stakeholder expectations and rights.

The importance of independent assurance is undedy the AA1000
Assurance Standards. AccountAbility offers trainprggrams certifying
both internal and external practitioners in apgyithe standard. An
assurance provider evaluates if the organizatios ikentified and
understood the material aspects of its sustaimalpdérformance and must



also disclose the scope of the audit. Furtherntbiee assurance provider
must disclose any factors that my detract fromrthmlependence in the
audit. In January 2005, AccountAbility and the megional Register of
Certified Auditors launched the world’'s first indiwal certification
schemé.

AccountAbility provides continuously updated GuidanNotes to aid
implementing companies and assurance providers. AAL000
Assurance Standard is non-proprietary and opercedur

Strengths

Engages stakeholders: The AA1000 Assurance Standgard
premised on effective engagement with stakeholtedetermine
their concerns and expectations.

* Member companies influence standard: The standad |
continuously being shaped by the experiences ampadt irof
member companies.

* Focus on management systems that enable performBgceot

pre-determining the substantive issues to be asedesthe

AA1000 Assurance Standard facilitates a processwinych

companies identify factors that are material tdqremance.

Weaknesses

More costly and involved than traditional formsaskurance

* Vulnerable to misuse: The nature of the standastich that there
is no ‘in accordance’ model and capacity to actrediners and
practitioners is underdeveloped. ‘This underming<xieditability
for users and stakeholders.’

* No stakeholder consultation in determining audibpgc Two

authors view stakeholder input into the audit'spgcas important

‘if he or she is going to be able to tell stakeleotdwhether the

report has adequately covered'...’

Relationship The AA1000 Assurance Standard is designed to bepatibbe with

with other performance standards such as SA8000 and with ggsastandards such

instruments  as the Global Reporting Initiative (GRI)AccountAbility and GRI have
collaborated closely to ensure the two standarelsrautually reinforcing.

Comments  ‘AA1000 sets out useful guiding principles for report@nsl assurance providers but it is
not a standard in a true sense. While we seek to use AA10@Gppes in our assurance
work, too many companies are taking a cosmetic approach to assuraicaften
reflects a lack of robust management and reporting systems fporate social
responsibility issues and, perhaps, the lack of a clear busiasssinternally.” Geoff
Lane, PriceWaterhouseCoopers

‘Use of the AA1000 Assurance Standard provides a practicalmfiirocompanies to
manage and understand performance and risk beyond the tratlitiacakpted
boundaries of materiality. Evidence of use suggests that @nadeg the quality of
assurance without imposing a compliance regime.” World Busitassncil for
Sustainable Development report
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‘There is a danger that the A1000 Assurance Standard will bettn®etamax of
sustainability standards” — technically advanced but beaten in #iketplace by
cheaper and more ubiquitous options.” World Business Cbuoci Sustainable

Development repdtt

Companies Over 100 organizations use the AA1000 Assurancedara with the

involved majority of them being companies. These includera&tneca, British
Airways, Barclays, BHP Billiton, Bristol-Myers Sdib BP, BT Group,
Canon, Coca-Cola, HSBC, IBM, Intel, Imperial Tobac&SABMiller,
Novo Nordisk, Toshiba and Unilever. In Canada, BarGold, Citizens
Bank of Canada and VanCity employ the standard.

Contact Institute of Social and Ethical AccountAbility

details Unit A, 137 Shepherdess Walk

London N1 7RQ
United Kingdom

Tel: +44 (0) 20-7549-0400
Fax: +44 (0) 20-7253-7440

Email: secretariat@accountability.org.uk
Website: www.accountability.org.uk

The AA1000 Assurance Standard in Corporate Engageme

Institution Assets

Manner employed

Co-operative Financial Services
(CFS)

VanCity — Vancouver City $10.5 billiort*
Savings Credit Union

Notes

Uses the AA1000 Assurance
Standard in its 2003 and 2004
reports'°

Have used AA1000 Series since
200012

VanCity also sponsors The
Accountability Project which

conducts workshops based on the
AA1000'°

! Adams, Carol A. and Evans, Richard. ‘Accountability, Congpless, Credibility and the Audit

Expectations Gap’, JCC 14, Summer 2004, p. 101.

2 Blyth, Alex, ‘Sustainability — Finding the Measure’, Acceaincy. London: February 2005, 135(1338), p.

28.
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% World Business Council for Sustainable Developmissye Management Tod\ccountAbility, October
2004, p. 26. Available at: <http://www.wbcsd.org/web/pedtlons/accountability-codes.pdf>

* Carol A. Adams and Richard Evans. ‘Accountability, Comple&n@sedibility and the Audit
Expectations Gap’, JCC 14, Summer 2004, p. 104.

®> World Business Council for Sustainable Developmissye Management Tod\ccountAbility, October
2004, p. 26. Available at: <http://www.wbcsd.org/web/rdtlons/accountability-codes.pdf>

® Geoff Lane, Head of Sustainability at PriceWaterhouseCooperaptedgn Alex Blyth, ‘Sustainability —
Finding the Measure’, Accountancy. London: February 20051838), p. 28.

" World Business Council for Sustainable Developmissye Management Tod\ccountAbility, October
2004, p. 26. Available at: <http://www.wbcsd.org/web/edilons/accountability-codes.pdf>

8 World Business Council for Sustainable Developmissye Management Tod\ccountAbility, October
2004, p.27 Available at: <http://www.wbcsd.org/web/pubiaad/accountability-codes.pdf>

° For updated figures see: <http://www.accountability.orgakd00/default.asp?pageid=122>

10 AccountAbility, ‘AA1000 Series Uses and Users’, 2005 inteAvailable at:
<http://www.accountability.org.uk/aa1000/default.asp?pageig=12

1 vanCity, ‘About us’. Available at: <https://www.vancity méMyMoney/AboutUs/>

12 AccountAbility, ‘AA1000 Series Uses and Users’, 2005 inmteAvailable at:
<http://www.accountability.org.uk/aa1000/default.asp?pageig=12Iso, see VanCity's website at
<https://www.vancity.com>

13 The Accountability Project website: <http://www.theaccountspitbject.ca>
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Ceres Principles < 'Ceres

Summary

Who?

Issues

Overview
&
Operation

Strengths

The Ceres Principles, formerly known as the Val@anciples, are a 10-
point code of environmental conduct that obligatempanies to report
periodically on environmental management structaresresults.

The Ceres Principles were developed in 1989 invthke of theExxon
Valdez accident. The Coalition for Environmentally Responsible
Economies (Ceres) is a non-profit coalition of iskaes, foundations,
public pension funds, unions, and environmentdlgioais, and public
interest groups.

Environmental issues — Protection of biospheretasable resource use,
energy conservation, product safety, workplacetheald safety.

Endorsement of the Ceres Principles by companigsilena formal

dedication to environmental awareness and accolityads well as an

active commitment to continuous improvement, diagand public

reporting. In addition to the other intangible atahgible benefits of
pursuing this path, companies endorsing the priesiget access to
Ceres’ expert network.

The principles obligate companies to make ongomgrovements in (1)
protecting the biosphere, (2) sustainable use ¢firakresources, (3)
waste reduction and disposal, (4) energy consemvafb) risk reduction,
(6) safe products and services, (7) environmestbration, (8) reporting
to stakeholders on issues that affect them, (9) odetrated
environmental commitment in management and thedbokdirectors and
(10) environmental reporting. Although the prineipldeal mostly with
environmental matters, they also create a dire&t With several human
rights issues such as workplace safety and headtlpeoduct safety.

The Ceres Principles also include an explicit @isoer that they are not
‘intended to create new legal liabilities, expangiseng rights or
obligations, waive legal defenses, or otherwisedfthe legal position of
any endorsing company, and are not intended to dsel @gainst an
endorser in any legal proceeding for any purpose.’

* Environmental reporting vastly improved: While causn is
clearly difficult to establish, the Ceres Princplelayed an
important role in improving corporate environmentaporting
over the past 15 years.

e Ongoing dialogue: A company cannot unilaterally asd the
Ceres Principles. There is an ongoing dialogue \hin Ceres
Board of Directors and other stakeholders (inclgdmstitutional
investors) on how the Principles specifically appy the

13



company?
» Explicit protection for whistleblowers: This is wpie amongst
corporate responsibility instrumerits.

Weaknesses » Corporate environmental performance: While the €&henciples
have been acknowledged as having played an imponbée in
promoting environmental reporting performance, saene does
not necessarily hold for environmental performaras. example,
in 2002, prominent endorsers GM and Ford were pérthe
ultimately successful lobbying effort to thwart irogement of
fuel efficiency standards.

Relationship Ceres and the UNEP launched the Global Reportiitiatine (GRI) in
with other 1997.

instruments

Comments  ‘Ceres principles, launched by the US Social Investment Fonuf®89, are the best

general statement of environmental good practice for the corpseater.” Russell
Sparke$

‘Although not widely adopted, the Ceres Principles have increasechational public
awareness on corporate environmental accountability and served atekfonduture
initiatives.” Romina Picolotti and Jorge Daniel Tailfant

‘More and more of the players who shape the global businesinandial landscape...
have endorsed the Ceres Principles.” William Thompson, Nevk Y3ty Pension
Fund$§

Companies Over 50 companies have endorsed the Ceres prisoigteé 13 of them
involved being in the Fortune 500. For example, General Kotoas been a
member since 1994 and Ford since 2000.

Contact Coalition for Environmentally Responsible Econoni€sres)
details 11 Arlington Street, 6th Floor

Boston, MA

02116-3411

USA

Tel: 617-247-0700
Fax: 617-267-5400

Website: www.ceres.org

14



The Ceres Principles in Corporate Engagement

Institution Assets

Manner employed

AFL-CIO N/A

Connecticut Retirement Plans US$ 21.7 billio&
and Trust Funds

Connecticut Retirement Plans US$300 billion (as
and Trust Funds, New York  of 2003)°

City Pension Funds, AFL-CIO,

F&C Asset Management,

Vermont State Treasurer’s

Office and other investors

Fonds Batirente $587 million'*

NCPERS

New York City Pension Funds US$ 87 billiort®

Ontario Municipal Employees $34 billion®
Retirement System (OMERS)

Ontario Public Service $10.5 billior®
Employees Union (OPSEU)

Shareholder Association for N/A
Research and Education
(SHARE)

The AFL-CIO published Proxy
Voting Guidelines in the wake

of the corporate scandals in
2001 and 2002. They include a
reference to the Ceres principles
as a basis for creating and
voting proxy shares.

Under its Voting Proxy
Guidelines, the funds vote for
proposals based on the Ceres
Principles’

Ceres Coalition Members —
there do not appear to be any
Canadian investors involved at
this time.

Affirms commitment to the
Ceres Principle¥’

In its model proxy voting
guidelines for public pension
boards, NCPERS references the
Ceres Principle®®

The New York City funds are
active members of the board of
Ceres and also were founding
members Ceres.

‘Encourages’ companies to
adopt the Ceres Principlé5.

Supports shareholder proposals
concerning the Ceres Principles
as per the Proxy Voting
Guidelines revised in 2008.

Recommends supporting
shareholder resolutions that ask
companies to use the Ceres
Principles in its Model Voting
Proxy Guideline$’
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Various institutional investors N/A The Ceres Piphes have been
the focus of many shareholder
proposals since 1990. In recent
years the number of Ceres
Principles proposals has
decreased.

Case Brief: CalPERS

The largest pension fund in the US, the Califomidlic employees’ retirement system
(CalPERS) was one of Ceres founders in the wakieeof 989 xxon Valdezpill.

In 2002, CalPERS employed the Ceres principles, ngstoothers, as a criterion in
determining in which emerging markets it would st/

Shareholder Proposal exampl&

Filed with: Aetna, Albertson’s, Allstate, Dana, Gap, Hone Depot, K-Mart, Raytheon, UAL
ENDORSE CERES PRINCIPLES

WHEREAS:
Leaders of industry in the United States now acknowledge thigligation to pursue superior
environmental performance and to disclose information aboytetfermance to their investors and other
stakeholders.

The integrity, utility, and comparability of environmentasalosure depend on using a common format,
credible metrics, and a set of generally accepted standards. Thienalble investors to assess
environmental progress within and across industries.

The Coalition for Environmentally Responsible Economies €€)er a ten-year partnership between large
investors, environmental groups, and corporations - hasliseEbwhat we believe is the most thorough
and well-respected environmental disclosure form in the UnitatesS Ceres has also taken the lead
internationally, convening major organizations together withlnited Nations Environment Programme
in the Global Reporting Initiative, which has produced gingsl for standardizing environmental
disclosure worldwide.

Companies that endorse the Ceres Principles engage with stakeholdgansparent environmental
management and agree to a single set of consistent standardifonmmwtal reporting. That standard is
set by the endorsing companies together with Ceres.

The Ceres Principles and Ceres Report have been adopted by |éadiip fvarious industries: Arizona
Public Service, Bank America, BankBoston, Baxter InternationathlBhem Steel, Coca-Cola, General
Motors, Interface, ITT Industries, Northeast Utilities, Pafiwania Power and Light, and Polaroid, and Sun
company.

We believe endorsing the Ceres Principles commits a compang poutient oversight of its financial and
physical resources through: 1) protection of the biosphgy2ainable use of natural resources; 3) waste
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reduction; 4) energy conservation; 5) risk reduction; 6) gafeducts/services; 7) environmental
restoration; 8) informing the public; 9) management commitpid) audits and reports. (The full text of
the Ceres Principles and accompanying Ceres Report form are olgtdioab Ceres, 11 Arlington Street,
Boston, Massachusetts 02116, (617) 247-0700/ www.Cegés.or

RESOLVED:
Shareholders request that the company endorse the Ceres Primsipeseasonable and beneficial
component of their corporate commitment to be publicly accownfabenvironmental performance.

SUPPORTING STATEMENT:

Recent studies show that the integration of environmental @ament into business operations provides
competitive advantage and improves long-term financial performanc®fpanies. In addition, the depth
of a firm's environmental commitment and the quality withickhit manages its environmental

performance are indicators of prudent foresight exercised by eisuead.

Given investors’ needs for credible information about a Bremvironmental performance and given the
number of companies that have already endorsed the Ceres Prinagladopted its report format, it is a

reasonable, widely accepted step for a company to endorse thespléxiiidt wishes to demonstrate its

seriousness about superior environmental performance.

Your vote FOR this resolution serves the best interesisro€ompany and its shareholders.
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Equator Principles W]

Summary

Who?

Issues

Overview
&
Operation

The Equator Principles are a set of guidelines thar 4
management of social and environmental issues én th
financing of development projects.

The Equator Principles were launched in June 2§@0@ leading private
financial institutions: ABN AMRO Bank, N.V., Bargla plc, Citigroup,
Crédit Lyonnais, Credit Suisse First Boston, HVBo@®y, Rabobank
Group, The Royal Bank of Scotland, WestLB AG, andstgac Banking
Corporation

Project financing — social and environmental isslié®se issues include:
sustainable development, human health, culturgbgotes, biodiversity,
dangerous substances, occupational health andysdifet prevention,
socio-economic impacts, land acquisition and usayoluntary
resettlement, impacts on indigenous peoples, cumelampacts of
existing projects and proposed project, particppabf affected parties in
design, review and implementation of the projeabnsideration of
environmentally and socially preferable alternagjvefficient production,
delivery and use of energy, pollution preventiond avaste minimization,
pollution controls and solid and chemical waste ag@ament.

The Equator Principles comprise ‘a set of categtiog, assessment and
management standards designed to identify and s&lcary potential
environmental and social risks that a proposedeptajpay present. The
Principles are applied to loans above $50 milliwhjch covers 97% of
project financind'

Projects are assigned ratings of A, B or C (higadmmm, low) depending
on the potential environmental and social impacthef project which
takes into account the type, location, sensitiaityl scope of the project.
For A and B projects, the borrower must undertakeEavironmental
Impact Assessment (EIA) to address issues that vdemtified in the
screening process and through stakeholder consaltah environmental
plan is created. Category C project require nahrrassessment beyond
the initial screening.

The Equator Principles outline a range of issues the EIA must take
into account including: host country law, enviromts impact,
indigenous communities impact and the consideratdnalternative
environmental and social approaches. At the heé#értthe EIA is
compliance with the standards of the World Bank dntkrnational
Finance Corporations (IFC) for projects in devehgptountries.

Banks must create an Environmental Management (Bl&iP) that flows
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from the conclusions of the EIA. Lending instituto must be satisfied
that the borrower or other relevant party has clbeduwith affected

stakeholders. The EIA must be publicly availabledaeasonable time for
comment in the appropriate language. The EIA and”Edfl category A

projects are subject to independent review.

Prior to drawing on the loan, borrowers should utade to comply with
the EMP throughout the project’s life and report BMP compliance.
Breacrg of these undertakings should give rise taule after a grace
period:

Strengths » Practitioner based: The Equator Principles wermarily drafted
by the institutions that must ultimately implemémgm.

» Covers most project lending: The 31 endorsing tuistns are
estimated to cover about 80% of project lending.

* Implementation mechanisms: F&C Asset Managementnoemis
that ‘the prospect of non-compliance and loan defdas
prompted tighter standards and resulted in somes deat
proceeding’ and that a ‘number of banks will notleriake non-
compliant deals either as syndicate members araabrhanagers.’

» Beyond Projects: Equator banks have been encoutagese the
Principles for corporate lending in general. Indeé&itigroup,
JPMorgan Chase and HSBC are already doing so tertairc
extent’

Weaknesses The Equator Principles have received heighteneen@in from civil
society organization, especially because a coaltbNGOs had earlier
drafted a declaration regarding financial instins and sustainabilify.
The weaknesses of the Principles according to thegssnizations relate to
their lack of accountability and transparericy:

* Implementation concerns: Critics contend that these no
mechanism in place to ensure that banks complieith wie
principles. There is no secretariat to set and rensoinimum
accountability systems (e.g. disclosure requires)efithis lack of
transparency disables any scrutiny of the impleatent of the
Equator Principles.

e Only applies to project finance: Other socially and
environmentally sensitive sectors such as mining) fanestry are
not included because they are not project financed.

* Vague language: For example, projects need to leaeiglly
consistent’ with International Finance Corporatgoiteria.

» Weak on social issues.

* Limit more advanced standards: There are standaddpted by
various financial institutions in specific areasclsuas dams or
forest that are seen as more stringent than that&g@rinciples.
Some critics fear that the Equator Principles wlibplace such
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Comments

Companies
involved

Contact
details

standards.

* Misplaced responsibility and lack of recourse: Madt the
responsibility for assessments is on the borrowaéner than the
financial institution(s). Also, there is no mechanifor affected
stakeholders for any recourse where standardsoateeing met.

‘As presently configured, the Equator Principles, while meeting all the concerns of
critics, is still an important voluntary step in expandaougporate citizenship of global
financial institutions. Thomas A. Hemphitf

‘BankTrack continues to believe that the EPs can be used as amiast to promote
sustainability and better development outcomes, but so far ithéttle proof that this is
happening on a systemic level.” Michelle Chan-FiShel

‘Some banks will be best practice implementers, and other baunksjast sign and do
nothing...Because the principles don’t have clear enforcement or revéelvanisms,
how are the best practitioners going to police the systenstoethat free riders don’t
undermine it?’ Elizabeth Elliot McGever&n

There are 31 financial institutions involved — 2&nks, one export credit
agency and one insurance company. Collectivelyethastitutions are
oversee an estimated 80% of project lending. Thea@ian institutions
involved include CIBC, the Royal Bank and as of ulg 2005,

Scotiabank.

Email: secretariat@equator-principles.com
Website:.www.equator-principles.com

The Equator Principles in Corporate Engagement

Institution Assets Manner employed

Co-operative Financial Services Engaged with several financial
institutions regarding the Equator
Principlest®

Ethical Funds Company $2 billith Cites the Equator Principles in Proxy
Voting Guidelines?
Filed a 2005 shareholder proposal
with the Bank of Montreal requesting
endorsement of the Equator
Principles (see below).

F&C Asset Management £127.6 See ‘Case Brief’ below

billion™®
Fonds Batirente $587 Affirms commitment to the Equator
Fonds Esther-Blondin million*’ Principles'®
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Case Brief: F&C Asset Management

F&C Asset Management is an investment companydlistethe London Stock Exchange
with about £127.6 billion under managem&htt is the fourth largest asset manager in
the UK and is a top ten manager of European intital pension funds. (Note: F&C
Asset Management is the company that emerged fro@ciober 2004 merger between
F&C Management and ISIS Asset Management).

F&C’s involvement with the Equator Principles dabexk to the drafting stages in early
2003. They provided feedback on a draft versionth& Principles during detailed
meetings and written correspondence with Citigréope of the initiative’'s founding
institutions)?® Letters were written to eleven European banks ineolved with the
drafting process to bring the Equator Principleshigr attention. Two of these banks —
HVB Group and Credit Suisse Group — eventually bexavolved in the consultation
process and were among the ten initial signatafethe Principle$® After June 2003
launch of the Equator Principles, F&C commentedtton banks’ achievement and the
challenges that lay ahe&d:

ISIS welcomes the Equator Principles, because they representshamiitious effort to emerge from the
banking sector, and have been developed by practitioners foitiprecs. They set demanding standards,
and place compliance with environmental and social standards aednedi the business drivers of
finance... However, we do not underestimate the challenges, thatelgl ah implementation. These
include:

- Certain signatory banks claim that the Principles reflect et are already doing. In the experience
of ISIS, this is seldom the case, and so there is a dangeacifon through complacency. The
Principles’ successful implementation will require additionaheotment in staff time, training and
consultant fees and may result in slower completion and feweloadg, some banks appear
unprepared for this.

- The Principles must be backed up by real internal capacity doelsand environmental risk
assessment. Some banks acknowledge that they will need to dievblmse skills through specialist
training, after initially relying on specialist external advicevhich may be charged to clients. Other
banks believe they already have sufficient internal expertise and gapacit

- Whether all banks will be prepared to shoulder the additiomahcial burdens, or risk losing market
share if their competitors fail to comply with the Principlesnains to be seen.

- Although the Principles carry no reporting requiremergnatory banks will need to demonstrate
success, including evidence of proper training and incentivetstes for staff, engagement with
stakeholders and disclosure.

- The Principles will need to adapt to emerging demands. Alrea issue that remains conspicuously
absent from the existing standards is human rights.

After the June 2003 launch, F&C wrote to the teiginal signatory institutions to
commend them on their commitment to the Principlereover, efforts to both
encourage endorsement by other banks and impletiventd the Equator Principles by
non-endorsers continued. Several of the banks tonwlFr&C wrote regarding the
Principles eventually endorsed them including INDBesdner and HSBE&. In its third
quarter of 2003, F&C outlined its next steps agernda-vis the Equator Principles:

Going forward, we intend to focus our attention on hofeotively the signatory banks are implementing
their commitment to the Principles. This will include untlamding whether banks are training staff
internally to recognise and assess environmental and social impactghether they are bringing in

specialist external advice, how responsive borrowers are t@sséssments of this nature and how the
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banks are able to demonstrate success in fulfilling their comenit We will also be interested to learn
about the reactions of borrowers to these new requirementsoanthly may impact project design and
implementation.

By second quarter 2004, F&C had engaged with o@drehks worldwide regarding
endorsing and implementing the Principles. In drae quarter, the company reflected on
a report by the Bank Track, a watchdog NGO, regarthe Principle’s first

anniversary*

[Bank Track] calls on the Equator banks to go beyond finglsvby: providing proof that the Principles are
affecting banks’ decisions to lend money to high-risk prejed¢veloping greater levels of transparency;
committing to the continuous improvement of internatiordicpes and standards; engaging more widely
with stakeholders; and agreeing to a compliance mechanism. 1348dsethese recommendations have
merit, particularly as concerns have grown that Equator bankacmg challenges in building up in-house
skills to carry out proper due diligence. However, we recogthiae comprehensive integration of the
Principles will take time and we differ on the extent of detailisdlosure that can reasonably be achieved,
not least for reasons of commercial confidentiality.

Dialogue with Equator banks is ongoing. For examipléhe final quarter of 2004, F&C
met with representatives of the Royal Bank of Sowad| Citigroup and HSBC regarding
their implementation of the Principlé5This commitment to ongoing dialogue is
encapsulated in F&C's objectives in the bankingae®

Encourage companies to fully integrate social and environmental dekdassessments in their lending

decisions with a specific focus on:

- Adoption and implementation of Equator Principles fajgct finance

- Adoption of F&C good practice recommendations on Enviemtad Credit Risk Assessment (ECRA)
and human rights

- Encourage brokerage community (a.k.a. sell-side analystshdade consideration of social,
environmental and governance issues in their evaluation of coaspani

Shareholder Proposal example

The following is a 2005 shareholder proposal fileith the Bank of Montreal by the
Ethical Funds Comparfy.The resolution was withdrawn after the bank agreeadopt
the principles by 31 October 208%.

Filed with: Bank of Montreal
Filed by: Ethical Funds

Whereas: At the 2004 annual general meeting, a Shareholder Proposal dskildank of Montreal to
detail “how it evaluates and manages risks associated with eneéntalntiability” received the support of
Management and over 90% of the shareholder vote. In recommengipgrt for the Proposal, the Bank
reiterated its commitment to the principles of sustainable dewelot and agreed to provide greater detail
on environmental lending practices, including disclosure @& Bank's environmental policy and
implementation of appropriate measurement and reporting systems.

The Equator Principles provide a globally recognized framewmrkidétermining, assessing, and managing
environmental and social risks associated with project finanaiogsistent with the principles of
sustainable development. Based on international standards deveddgpéite International Finance
Corporation -- the private sector lending arm of the WoddkB-- the Equator Principles are achieving the
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status of industry standard. More than 25 financial int#ihs that account for approximately 80% of all
global project financing have adopted the Equator Principledudimg two Canadian banks — The
Canadian Imperial Bank of Commerce and Royal Bank of Canadatidxddiinformation on the Equator

Principles can be found at http://www.equator-principles.com.

Adoption of the Equator Principles presents a unique oppitytfor the Bank to solidify its commitment

to environmentally sound lending and risk management practick$oaparticipate in educational and
training sessions to ensure effective implementation of stanmddudtry environmental risk management
procedures.

Be it Resolved Thatthe Board of Directors issue a report (at reasonable cost aittthgmroprietary
information) to shareholders by October 2005 assessingigke and opportunities associated with
endorsement of the Equator Principles.
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Extractive
Indlustries
Transparency
Initiative

Extractive Industries Transparency Initiative (EITI )

Summary

Who?

Issues

Overview
&
Operation

The Extractive Industries Transparency InitiativeIT]) is a multi-
stakeholder coalition formed in 2003 that suppthresfull disclosure and
verification of company payments and governmenénees in the oil, gas
and mining sectors. Comprised of governments, compacivil society
organizations and investors, the EITI endeavoursntmimize the
increased incidence of conflict, poverty and cotiap in resource rich
countries.

The EITI was launched by the United Kingdom in 2Qfi2the World
Summit on Sustainable Development in Johannesbdige EITI
Secretariat is currently based out of the UK’s Dapant for International
Development. It works in closely with the World Bafwhich managed a
multi-donor EITI trust fund) and the InternatiorMbnetary Fund (IMF).
It is funded by the implementing governments, lagke and mining
companies and civil society organizations operathig umbrella of the
Publish What You Pay Coalition.

An International Advisory Group that will chart theture of the EITI was
recently established. It consists of a small nundieepresentatives from
implementing countries, companies, civil societgamizations, investors
and donors.

Corruption, disclosure, anti-bribery, transparency

The EITI aims to increase transparency of paymantsrevenues related
to the extractive sector through a voluntary rapgrby the host country
underpinned by independent third party auditing.déHying this
endeavour is an attempt to lessen the opporturfiesorruption which
has in the past has squandered billions of pultitas in developing
countries and adversely affected the local investrokmate. Determining
what governments receive on the one hand and vangpanies pay on the
other, is the vital first step on holding host coyndecision-makers
accountable for the expenditure of public funds.

The 12 principles underpinning the EITI were agréedn June 2003.
Participants firstly affirm the importance of mamag natural resource
extraction in a sustainable fashion and for theebemf the country’s
citizens. They commit to transparency in order tbmately enhance
public accountability of public expenditure of rdtyarevenues and to
improve the national investment climate. Such fpansncy must be
achieved through an effective disclosure systepagments and revenues
involving all the extractive companies operating angiven country.
Finally, the principles affirm the importance offesftively engaging
stakeholders.
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Strengths

Weaknesses

Comments

The criteria for operationalizing these principlesre agreed to in March
2005. They require regular and comprehensive discéoof payments by
extractive companies, including state-owned enisepr to governments.
These disclosures must be audited and reconcileshliydependent using
international standards. This process must invtiteeactive participation,
scrutiny and support of civil society and interpatl financial
institutions. Companies and countries consult thE Source Book for
guidance in implementing the initiative.

In November 2004, Azerbaijan became the first cquitt implement the
EITI and will serve as a model.

The EITI was endorsed by the G8 in 2005. The G8&lasprovided some
funding for the initiative.

 Broad acceptance: There is a broad consensus amdmgs
stakeholders involved that achieving transparemcyextractive
industries revenues and payments is a key objedtive relatively
short period of two years the initiative has marmhtgesecure the
support of a significant number of institutionav@stors and major
extractive companies.

* Voluntary approach is not enough: There is a condbat the
voluntary approach to reporting taken by the EITIl mot work in
those countries where it is most needed. Thesisi@argue that
the voluntary approach must be reinforced by ligknilateral and
multilateral development assistance, loans and réexpedits to
good governance in host countries.

* Key countries not on board: Countries were manyaekve
companies are based, such as Canada and the U&gllaas
countries in which they operate, such as the OP&ftdes are
not actively participating in the EITI.

« Deficient benchmarking ability: ‘At present ther® mo way for
EITI stakeholders to tell who is truly implementitige EITI in
letter and spirit, and who is merely going throtigé motions?*

‘For investors, the EITI is a means of lowering countsk.ri to put it bluntly, it means
that your cost of capital will fall with every operation yieave in an EITI country. And
this can happen much better and faster if you, the oil anchgnicdmpanies on the
ground, make it your business to make the EITI a succeswatdoCarter, F&C Asset
Managemertt

‘A new analysis by Save the Children has revealed that the G®enevhose regulatory
regime does the most to promote transparency is, in fact, Cabhasaronic that its
government is not yet participating in the EITI. We hope @wtada might now join the
Initiative and share that experience, and that other governmdhtsliaiv its legislative
example.’ Global Witness
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Companies The companies that have endorsed the EITI thusntdude: Amerada

involved Hess, Anglo American, BG group, BP, ChevronTexa&xxonMobil,
Marathon, Newmont, Repsol YPF, Rio Tinto, Sheliat&il, Talisman
Energy, TOTAL and Woodside.

Eight countries including Azerbaijan, Republic adrgo, Ghana, Kyrgyz
Republic, Nigeria, Sao Tome and Principe, Timorteeand Trinidad &
Tobago are actively implementing the EITI. MoreqvEt other countries
have endorsed the initiative and are considering bm proceed with
implementatiorf.

Contact EITI Secretariat

details 1 Palace Street
London SW1E 5HE
United Kingdom

Fax: +44 20 7023 1206
(Department for International Development, UK)

Email: eitinfo@eitransparency.org
Website: www.eitransparency.org

Key EITI Sourcebook -
Resources http://www.eitransparency.org/docs/sourcebookmasgidf

The EITI in Corporate Engagement

Institution Assets Manner employed
Ethical Funds Company $2 billion® Includes the EITI in its Proxy Voting
Guidelines®
F&C Asset Management £127.6 See ‘Case Brief’ below
billion”
Various Institutional Investors, $8.3 trillion Publicly declared support for EITI in
including Canada-based: joint press release by institutional
Batirente $0.6 billion  investors®

Ethical Funds Company $2 billion
Hospitals of Ontario Pension $21.1 billion
Plan
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Case Brief: F&C Asset Management

F&C Asset Management is an investment companydlistethe London Stock Exchange
with about £127.6 billion under managemetitis the fourth largest asset manager in the
UK and is a top ten manager of European institatigension funds. (Note: F&C Asset
Management is the company that emerged from anb®ct2004 merger between F&C
Management and ISIS Asset Management).

As part of its comprehensive socially responsibiestment strategy, F&C has promoted
the EITI on a number of levels. The company had lait the business case for
supporting the EITI: ‘good governance is good fasiness and good for shareholders.
My business, and that of my fellow signatories frdme investment community, is to
generate the highest possible and most stablengetor our pensioners and savefs.’

The lack of transparency and accountability in measource rich countries only served
to increase the cost of capital as companies aaeiBblders alike would favour investing
in countries with good governance.

Accordingly, F&C has firstly encouraged compansupport and actively participate in
the EITI's implementation. This engagement has beamied out in several ways.
Companies that have already expressed supporh®ELTI are commended, through
letters, for their commitment to transparency amded to become more actively
involved. With other EITI endorsers such as ExxobMoBP and Rio Tinto, it has
maintained ongoing discussions and contact. Thradighussions, F&C has actively
urged larger and mid-sized companies to publiclypsut the EITI, including Canada-
based Talisman Energy. It has sent letters to @eatozen mid-sized and smaller
extractive companies regarding the EITI.

Second, F&C has led a group of 60 investment ugtihs with US$8.3 trillion
collectively under management in backing the EI. February 2004, this group
released thdnvestors’ Statement on Transparency in the Exitvast Sectat' Three
Canadian institutional investors were amongstghisip including Bétirente ($0.6 billion
under management), Ethical Funds Company ($2 bjlland the Hospitals of Ontario
Pension Plan ($21.1 billion). Others in the gronplided the pension funds CalPERS
(US), Hermes Investment Management Limited (UKat&of Connecticut (US), TIAA-
CREF (US), Universities Superannuation Scheme (UK).

Finally, F&C has been formally involved in shapitig EITI through being the investor
representative on the initiative’s steering grolips imperative to note that at this time
F&C has publicly ruled out divesting in companibattfail to support the EITf F&C
reports on progress on all these company engagenoens, as well as its broader SRI
activities, on a quarterly and annual basis.
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Notes

! Save the Children (UK) and Global Witness, ‘Making it Adjgt A constructive critique of the EITI
Reporting Guidelines and Source Book’, 2005, p. 1. Availall
<http://www.globalwitness.org/reports/download.php/00pdif>

2 Extract from speech of 17 March 2005 to the inter-governmereating on EITI by Howard Carter,
Chief Executive, F&C Asset Management

3 Global Witness, press release ‘EITI on the right track: te'urther and faster’, 16 March 2005.
Available at: <http://www.globalwitness.org/press_releasqaali?.php?id=280>

* Extractive Industries Transparency Initiative, ‘Country Bffiplementation Updates’. Available at:
<http://www.eitransparency.org/countryupdates.htm>

® See Ethical Funds Company website at: <http://www.ethicadfendh/do_the_right_thing/about_ef/>
® Proxy Voting Guidelines available at:
<http://www.ethicalfunds.com/pdf2/sri/proxy_voting_gelithes.pdf>

" Funds under management as of 30 June 2005. For updatess fige:
<http://www.fandc.com/aboutus.asp?pagelD=1.1.2>

8 ‘Investors Statement on Transparency in the Extractives SectmtyM005. Available at:
<http://www.publishwhatyoupay.org/english/pdfirelstaterafnvestors.pdf>

° At June 38, 2005. See http://www.fandc.com

10 statement by Howard Carter, Chief Executive of F&C Asset Managemarted in ‘Shareholders
make the investment case for EITI’, EITI Newsletter, July 2@8&ilable at:
<http://www.eitransparency.org/newsletter/eitinewsletterjulyt-

X EITI, July Newsletter. Available at: <http://www.eitranspanenrg/newsletter/eitinewsletterjuly05.pdf>
12 F&C Asset Management, ‘Global investor alliance surges totfiBi@’. Available at:
<http://www.fandc.com/newsDetail.asp?news|D=406>
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v Global

Reporting

Global Reporting Initiative (GRI) Initiative™

Summary The Global Reporting Initiative is a multi-staketdt process and
institution that has set out to develop and pronaotgobally applicable
framework for reporting on sustainability issuebeTGRI guidelines set
out reporting principles and specific indicatorsgtade the development
of sustainability reports for companies and othgaaizations.

Who? The GRI was launched in 1997 by the US-based neergmental
organization Coalition for Environmentally Respdrsi Economies
(CERES) and the United Nations Environment ProgfdidEP) in order
to develop a global sustainable reporting framewémnk2002, the GRI
became an independent institution headquarterddhsterdam.

Ultimate fiduciary responsibility for the GRI guidees rests with the 16-
member Board. Comprised of distinguished individuédlom several
countries and supported by the Secretariat, thedBiezelected by the 60-
member Stakeholder Council comprised of represgatafrom unions,
NGOs and businesses. The Stakeholder Council misumostly elected
by the Organizational Stakeholders which are mesfiyerfee paying
organizations committed to the long-term improvetard promotion of
the GRI. Finally, the Technical Advisory Committappointed by the
Board provides detailed technical guidance forghielelines.

Issues Environmental, economic and social reporting

Overview The GRI's Sustainability Reporting Guidelines anéended to become
& the ‘generally accepted, broadly adopted, worldwidemework for
Operation preparing and communicating information about oizmional
sustainability performancé.’ The initiative was a response to the
immense variety in format and content found in #simated 2,000
annual reports published worldwide by companies itt@rporate social
and environmental performance informatfon.

The guidelines are thus available on a non-pragmydbasis and provide a
standardized framework to report on aspects of agarszation’s
economic, environmental and social performanceegult of extensive
consultations with various stakeholders, the GRimework is organized
into five components: Vision and Strategy, Orgaimireal Profile,
Governance, GRI Index and Performance Indicators.

At the heart of the GRI’s utility are this last cpament, the performance
indicators. These encompass a range of informainahmeasures against
various aspects of performance. Examples of indisatre ‘total payroll
and benefits broken down by country or region’ (eraic), ‘direct

energy usage segmented by primary source’ (envieotel) and

31



‘standard injury, lost day, and absentee ratesnantber of work-related
fatalities’ (social).

The Vision and Strategy section involves answegungstions regarding
the goals of sustainable development and theirtioalship to the
organization’s policies and priorities. It helpstibbanew and veteran
reporters identify where sustainable developmetst ifito the overall
goals of the organization. The Organizational Reaficludes information
typically included in an organization’s annual rdpm addition to the
scope of the organization’s commitment to sustdeebvelopment.

The Governance section aids organizations in degathe contours of
their organization’s decision-making structure utthg stakeholder input
processing as well as the policies, processes sowkgures in place to
address social, environmental and economic isskeslly, the GRI
Content index establishes a ‘key to which aspetcthe GRI framework
have been used and where they are located in @irsatsility report.®

The GRI also provides advice on the principlesegorting, assurance,
technical issues and linking non-financial and riicial measures. The
reporting principles include inclusiveness, audligh) transparency,

completeness, relevance, sustainability contexturacy, neutrality,

comparability, timeliness and clarity. Several loése principles require
companies to systematically engage with stakehslded also stress the
importance of independent assurance — both faoctdrieh severely

diminish the credibility of most companies’ exigiinsustainability

reports’

It is important to note that most current GRI rdpog are not fully in
accordance with the entire GRI framework. Indeedentine guidelines
invite companies to report on the full scope ofirthactivities and
stakeholder issues, the framework does explicitiyvigle — through an
annex providing guidance — for implementing thedglines in an
incremental fashion. Nonetheless, companies empudotyiis incremental
approach, must still disclose the Vision and SgwteOrganizational
Profile, Governance elements of the framework all as explain the
failure to report on a given performance indicator.

Recognizing that a one-size-fits-all framework kdkthe specificity
required by some sectors, the GRI began creatimgiazed sector
supplements (e.g. automotive, mining) to supplembet guidelines.
Moreover, technical protocols are being developegrovide detailed
guidance on addressing specific indicators. Ultetyatmost of the GRI's
indicators will be supported by such a protocol.

Third Generation (G3) guideilnes — expected in 2006
The third generation of GRI guidelines will involtw@o major transitions.
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Strengths

Weaknesses

First, it will involve incorporating the lessonsaleed since the second
generation was released. Second, the Amsterdand-basganization

itself will transition into a new business model ander to become
increasingly self-sufficient.

Improving the GRI guidelines firstly involves thechnical task of
making them more auditable and compatible with antng concepts
while, at the same time, not increasing the numdfeindicators or

creating significant transition costs from the poer¢ guideline versions.
The other important facet is an increased emphasisdeveloping

technical protocols that provide detailed guidaneeg. indicator’s

intention, scope, terms definition, data collectinathods etc.) on how to
respond to a given indicator in order to minimibe misinterpretation
that affected previous versions of the guidelines.

Another set of improvements lies in developing iar&d approach’ to
reporting that would enable reporters to deterntimar progress and
identify what steps should be taken to improvertperformance. Further
clarifying linkages to other corporate social rasfbility tools is another
strategic objective of the third generation of tk&RI guidelines.

Individual indicators will be tagged to correlate $pecific sections of
instruments such as the UN Norms and the ILO Datitax on

Fundamental Principles and Rights and Work. The @Rb plans to
provide easier access to the guidelines by usirgjgdaal format. A

digitized report registration system will also elaltomparison of
indicators between companies and across sectors.

Finally, with the G3 generation guidelines in plattee GRI will develop
a global education and accreditation program foth b@porters and
information seekers (e.g. civil society or SRI fundnagers).

* Facilitates comparisons between companies and sadioe:
Standardizing the sustainability reporting procalisws for an
enha7nced ability to benchmark across companiedprseand
time.

* Multi-stakeholder process: The governance struatfithke GRI is
such that the development of the guidelines isedrilsy a broad
range of stakeholders and is thus reflective oif tbencerns and
objectives. Thus, the GRI guidelines are the prodot a
consensus which increases their legitimacy andegiplity.

+ Flexibility: the GRI framework can facilitate an cremental
approach to sustainability reporting. Thus, orgatins can set
manageable challenges while maintaining transpgresgarding
those areas which they are not ready to report on.

* Not a management tool: The GRI is intended to benlmaised
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for shaping reporting processes. Thus, a sepanaternal
management system for the issues being reportetiloneeds to
be in place. The challenge lies in ensuring that®@RI is easily
compatible with such day-to-day management systems.

» Overly general: There is a tension between creaginigelines
that are both generally applicable and materiath® needs of
reporters and information seekers. There has beeattampt to
address this by the GRI through the sector suppl&sne

* Many indicators: The large number of performanaidators can
be challenging to select for a small or mid-sizenff

* Business case not yet clear: Implementing the GiRiglines can
be quite costly. It is not yet clear what benefii accrue from
reporting in accordance with the guidelines, esghcin light of
the risk that other voluntary or imposed reportsygtems will
supersede the GRI. Indeed, wider uptake of the efjuigs is
dependent upon establishing such a business case.

Relationship A concerted effort has been made to place the GRletjnes within the

with other
instruments

Comments

larger context of corporate codes and instrumérits. GRI and the UN
Global Compact work in co-operation with the GRIdglines seen as
one aspect of operationalizing the Global Compantisciples. The GRI
guidelines are seen as particularly useful in aiga€Communication on
Progress required by the Global Compact.

The GRI and AccountAbility (which authors the AAIDASssurance
Standard) have cooperated on linking sustainabrkfyorting and the
assurance of that reporting.

The OECD Guidelines are seen as complimentarydad3RI. While the
former is a code of conduct, the latter is a suosafality reporting
framework. Thus, the GRI indicators can be usethéasure and report
on behavior that the Guidelines endeavor to engaurdhe GRI has
published a guide that matches the Guideline’scppias with potential
GRI indicators™

The GRI views the ISO 14000 series of standardsoagplimentary in
that they focus mainly on environmental managensgatems while the
GRI guidelines focus on the reporting of environiméand social)
performance. Similarly the SA8000 is complimentaryhat it involves a
verification system for workplace standards wher&&d provides the
disclosure framework for such standards and mamgret

Finally, the Greenhouse Gas (GHG) Protocol is ipoated into the GRI
reporting framework.

‘GRI-style sustainability reporting will increasingly becoraewelcome and efficient
supplement to the questionnaires, interviews, press releaseis, mpdrts and other
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Companies
involved

Contact
details

sources of information traditionally used for screeninghirestment decision making —
social/ethical and mainstream.” Alan Wilt's

‘[Tlhe GRI Sustainability Guidelines are intended to provtiebasis for credibility and
precision in non-financial reporting that complements GAARYid Crawford

‘The GRI... guidelines are likely to be overtaken by more presegimational, regional
and international directives as governments see that voluntaegragnts are both
flouted and difficult to monitor.’ Peter F Smith and Sdbyrcar®

‘It has become the main point of reference for companies thatigeosustainability
reports, although only a minority are able to claim their nspare “in accordance” with
the [GRI] Guidelines.” World Business Council for Sussdile Developmeht

Of the 714 organizations that currently use the Gidelines, 93% are
businesse¥ Canada is underrepresented, particularly compaced
European countries, with only 23 organizations espnted. These
include Agrium, Alcan, Bell, Enbridge, Hydro Quebddexen, Petro-
Canada, Placer Dome, PotashCorp, Shell Canadaniaali Energy, Teck
Cominco, TransAlta.

There are four Canadian ‘Organizational Stakehsldethom provide
more active financial and consultative support ahdreby receive
enhanced voting rights for the Stakeholder Coun@IC Hydro,
International Institute for Sustainable DevelopmghitSD), Suncor
Energy and VanCity Credit Union, International.

According to a survey of 200 companies listed oa Tloronto Stock

Exchange (TSE) and TSX Venture Exchange which veesnussioned

by the Certified General Accountants (CGA) of Camaohly 24.8% of

respondents were aware of the GRI. Of those corapdhat are aware of
the GRI, over 75% were supportive of it. Nonethglemnly 43.8% of

respondents whom were aware of the GRI wanted goitsadopted by

standards-setting accounting bodies. Amongst thgetacompanies —
whom presumably are more knowledgeable about ihiatine — support

for such adoption was even lower.

Global Reporting Initiative
Keizersgracht 209

P.O. Box 10039

1001 EA Amsterdam

The Netherlands

Tel: +31 (0) 20-531-0000
Fax: +31 (0) 20-531-0031

Email: info@globalreporting.org
Website: www.globalreporting.org
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The GRI in Corporate Engagement

Institution Assets

Manner employed

Allianz Group and World N/A
Wildlife Fund

CGA-Canada N/A
Ethical Funds Company $2 billidh
Fonds Batirente $587 milliorf*

Fonds Esther-Blondin

New York City Pension US$ 87 billiort*
Fund$®

Shareholder Association for N/A
Research and Education
(SHARE)

Social Investment N/A
Organization (SI0)

Recommends that financial
institutions ask companies to use GRI
and GHG Protocol as an accounting
and report standard.

The organization views the GRI
Guidelines as the ‘best approach for
achieving the goal of standardized
sustainability reporting.” At the same
time, the CGA argues that Canada is
not ready for mandatory reporting
standards at this tim@.

Cites the GRI in Proxy Voting
Guidelines™®

Filed shareholder proposals in 2005
requesting GRI compliant reports
from Cott Corporation and Encaffa.

Submitted shareholder proposal
asking companies to implement
GRI*

Used the GRI in shareholder
proposals since 2003. In 2003, the
Funds asked that several companies
including Dell, Du Pont, FedEX,
General Mills, IBM, Intel,
MacDonalds, Microsoft and Pepsi
sign on to the GRI.

Recommends supporting shareholder
resolutions that ask companies to use
the GRI in its Model Voting Proxy
Guidelines®

The Canada-based SIO recommends
that investors vote for shareholder
proposals that ask companies to adopt
a recognized reporting framework
such as the GRP
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Case Brief: Fonds Batirente

Below is an extended excerpt of the shareholdepgwal filed by the Quebec-based
Fonds Batirente and supported by Fonds Esther-Bioadthe 27 April 2005 Annual
General Meeting of Sears Canada. The proposal segpfi¢hat the company produce a
sustainable development report based on the GRetines. After negotiating for several
months to include the proposal in its managemawcular, the issues was raised at the
meeting and received the support of one third @& tloting shares that were not
controlled by Sears Holdings (USA), the majorityastholder. Although management
recommended against the proposal, they did shovilliagmess to continue discussing
the mater and committed to report on the issuetigust 2005

The Fonds Batirente commitment to promoting the GGRecifically and socially
responsible investing in general goes beyond thiiqular proposal. In 2005, Batirente
issued its annual report in accordance with the @Rdelines. In doing so, the intention
was both to promote the cause of sustainable dewelot and to put into practice that
which they ask of companies securities portfolichsas Sears Canatfaln the annual
report, the President of the Board noted: ‘Morentlaasimple reduction of risks, the
introduction of criteria other than financial helps forecast long-term organizational
performances.” Batirente’s Board of Directors ame its socially responsible
investment policy in January 2005. Their proxies\asted in accordance with this policy
under a service agreement with Fairvest, a spstialiproxy circulars and governance
matters. Moreover, the company has also joinedQhsgoon Disclosure Project — an
initiative aimed at encouraging the world’s largesmpanies to actively engage and
manage the greenhouse gas emissions issue. TenthiBatirente has launched a letter
writing campaign to Canadian companies which hailed to provide information to the
Carbon Disclosure Project’s surveys.

Shareholder Proposal exampl&

Filed by: Fonds Bétirente and Fonds Esther-Blondin
Filed with: Sears Canada

RESOLVED:
Shareholders request the Board of Directors to prepare andiissistainability report in accordance with
the Global Reporting Initiative Sustainability Reportingid&lines by April 1, 2006.

Supporting statement

According to the Dow Jones Sustainability Group (wwwansbility-indexes.com), “Corporate
Sustainability is a business approach that creates long-tereheld®r value by embracing opportunities
and managing risks deriving from economic, environmental acthlsdevelopments”. Implementing
appropriate risks management tools can help the company prevamtifil losses and therefore upgrade
the shareholder’s long term economic interests.

The United Nations Environment Program Finance Initiativemamepfi.org) in association with a dozen

financial institutions such as Citigroup Asset ManagemenB®&I8M and BNP Paribas AM published a
study entitled «The materiality of social Environmental andpG@ate Governance Issues to Equity
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Pricing» in June 2004. According to the study, these isategritical elements in equity volatility and
companies’ long term value.

Sears Canada’s Code of Business Conduct and Buying Pdlicyotiprevent the company from being tied
up to the human rights violations revealed in Oxfam Intesnatis February 2004 report (www.oxfam.org)
showing the challenges of such policies’ controls and denatimgtrthe necessity for an auditing and
reporting process. Sears Canada must stay competitive in mtastainable development. Many of
Sears Canada’s most important retail competitors already puisifehmation on their social and
environmental performance.

For example, the Swedish retailer company H&M, which recently cantwe the Canadian market,
emphasizes its corporate social responsibility actions inatgeting.

The issuance of such a report by Sears Canada will efficientlyleorapt its financial reports allowing
shareholders and other financial market participants, especiadly tith fiduciary duties, to better assess
Sears’ future performance and their risk exposure. Accorditiget®Rl, first time reporters may adopt an
incremental approach to reporting, so that the process trobus.

Notes

! World Business Council for Sustainable Developmissye Management Tod\ccountAbility, October
2004, p. 22. Available at: <http://www.wbcsd.org/web/jedtlons/accountability-codes.pdf>

2 Gilbert, Sean, ‘The Transparency Revolution’, Washington,:O:ke Environmental Law Institute,
November/December 2002, p. 22. Available at:
<http://www.globalreporting.org/upload/Article%20Pubkst9620in%20the%20Environmental%20Forum
%20-%20Gilbert.pdf>

3 Hawke, Lewis, ‘Walking the Talk o8ustainable Development in the Public Sect@ublic
Administration TodaySeptember 2004, p. 53.

* Adams, C.A. and Evans, R., ‘Accountability, CompletenessdiBility and the Audit Expectations Gap’,
Journal of Corporate Citizenshifd4, Summer 2004, p. 97. Available at: <http://www.greafl
publishing.com/pdfs/jcc14ada.pdf>

®> Adams, C.A. and Evans, R., ‘Accountability, CompletenessdiBility and the Audit Expectations Gap’,
Journal of Corporate Citizenshifd4, Summer 2004, p. 97. Available at: <http://www.greafil
publishing.com/pdfs/jcc14ada.pdf>

® The following summary is based on: Gee, C. and SlatefDéveloping next-generation GRI
guidelines,; Corporate Responsibility Managemeh(5), Apr/May 2005, p. 30.

! Willis, Alan, ‘The role of the Global Reporting Initiativsesustainability reporting guidelines in the social
screening of investmentslournal of Business EthicMarch 2003, 43(3).
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(MNEs) and the GRI 2002 Sustainability Reporting Guigsl June 2004. Available at:
<http://www.globalreporting.org/about/OECDSynergies.pdf>

1 Willis, Alan, ‘The role of the Global Reporting Initiaits sustainability reporting guidelines in the
social screening of investmentdgurnal of Business Ethicklarch 2003, 43(3), p. 233.

12 crawford, David, ‘Managing and Reporting Sustainabili§MA ManagemenFebruary 2005, 78(9), p.
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13 Smith, P.F. and Durcan, S., ‘Creating business-relevarmreptts’,Corporate Responsibility
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15 Current as of August 31, 2005. See <www.globalreporigg.

18 Allianz Group and WWFClimate Change & the Financial Sector: An Agenda for Actilome 2005, p.
49. Available at: <http://www.wwf.org.uk/filelibrary/ptfilianz_rep_0605.pdf>

" CGA-Canada, ‘Measuring Up: A Study on Corporate SustaityaBiéporting in Canada’, June 2005.
Available at: <http://www.cga-canada.org/web/ca_rep_ 2005-0Gisability exe summary.htm>

18 See Ethical Funds Company website at: <http://www.ethicadfench/do_the_right_thing/about_ef/>
¥ Proxy Voting Guidelines available at:
<http://www.ethicalfunds.com/pdf2/sri/proxy_voting_gelithes.pdf>

20 Ethical Funds, ‘Shareholder Resolutions 2005’. Available at:
<http://www.ethicalfunds.com/do_the_right_thing/sri/shatdbr_action/shareholder_resolutions.asp>
ZValue as May 31, 2005. Available at: <http://www.batirenteafen/pdf/CRA795A_200506v3.pdf>

22 Fyll text of proposal available at:
<http://www.sedar.com/csfsprod/data53/filings/0074888300001/C%3A%5CSEDAR%5CFILINGS%5
C2005MPCENG.pdf>

2 These include five different New York City employee pensionsi$: New York City Employees'
Retirement System (NYCERS); the Teachers' Retirement Systérma Gity of New York (TRS), the New
York City Police Pension Fund Subchapter 2 (POLICE ); Newk City Fire Department Pension Fund
Subchapter Two (FIRE); and the New York City Board of EdanaRetirement System (BERS).

% value of the five funds as at March 31, 2005. Available at:
<http://www.comptroller.nyc.gov/bureaus/bam/pension_fistdm>

% Shareholder Association for Research and Education (SHARI)e! Proxy Voting Guidelines 2005
Available at: <http://www.share.ca/files/pdfs/2005%20Prox@@aidelines.pdf>

% Boshyk, AndrikaClimate Change and Investment Risk: Best Practices for Camdt#nsion Funds and
Institutional Investors, Report on the Climate Change and Investment Ridskop, March 11, 2004 in
Toronto), Social Investment Organization, April 2004. Aalale at:
<http://www.socialinvestment.ca/Climate_Risk_Workshop_Rejfopdated).pdf>

27 Batirente Funds, Communiqué to Members, 15 July 200ailable at:
<http://www.batirente.qc.ca/en/pdf/CRA795A 200506v3.pdf>

28 Batirente Funds, Annual and Global Report 2004, p. 2.|&iei at:
<http://www.batirente.qc.ca/en/pdf/AnnualReport2004.pdf>

2 Full text of proposal available at:
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Global Sullivan Principles of Social Responsibility of:
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The Global Sullivan Principles of Social Resporigipiare a global
voluntary code of conduct that endeavours to gutdenpanies in
improving their social, economic and environmepgiformance.

The original Sullivan Principles were authored I tReverend Leon
Sullivan in the 1970s to guide corporate behavioiBouth Africa. These
were updated to provide principles for global cogbe social
responsibility by the Reverend Sullivan in congigta with the Core
Committee comprised of corporate leaders and bssiagsociations.

The Global Sullivan Principles were inauguratethatUnited Nations in
1999.

Human rights, environment, social justice

The Global Sullivan Principles are voluntarily atep and aim to
encourage the exchange of ideas for the betterafestciety. Endorsing
companies are obligated to maintain an ongoing coment to the
principles in internal policymaking, training aneporting. All subsidiary
and local branches of the parent company must #éwld the same
standard of commitment.

The Principles are unique in encouraging corpongtido violate an
unjust law.*

» Vision: The Principles outline a vision for compesias being key
players in achieving social justice. They succeeedapturing
the imagination of many corporate leaders.

 Broad application: Companies are required to premtie
message of the Principles to customers, suppliec @ther
business participants.

» Lack of a verification mechanism

* No definition for key terms: This includes phrasesh as ‘female
abuse’ and ‘basic needs'.

« No reference to collective bargainfng

In light of their aspirational nature, the Globaill&an Principles should
be used with process standards such as the AAld@@asds and the
Global Reporting Initiative.

Almost 200, mostly US-based, companies have endote Global

Sullivan Principles including American Airlines, iBsh Airways, Coca-
Cola, Colgate-Palmolive, Ford, General Motors, étizProcter &
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Gamble and Rio Tintb.

Contact Leon H. Sullivan Foundation
details 1800 K Street, NW
Suite 1021

Washington, DC 20006

Tel: (202) 736-2239
Fax: (202) 736-2226

Email: thegsp@thesullivanfoundation.org
Website: www.thesullivanfoundation.org/gsp/

The Global Sullivan Principles in Corporate Engagemnt

Institution Assets

Manner employed

California Public Employees  US$ 148.8 billior;
Retirement System (CalPERS)

California Public Employees  US$ 148.8 billion

Retirement System (CalPERS)

New York City Pension Funds US$ 87 billiort°

Case Brief: CalPERS

Supports shareholder proposals
concerning the Global Sullivan
Principles as per the Proxy
Voting Guidelines revised in
2005°

The Global Sullivan Principles
are a considered factor in
CalPERS’s emerging market
screens (see below)

Apartheid related shareholder
resolutions began in 1980 but
only gained momentum with
NYCERS Sullivan Principles
based proposals beginning in
1985

CalPERS, one of the world’s largest pension fulds, employed the Global Sullivan
Principles as a factor in its emerging market stesince November 2000. The
following is an excerpt from a paper by Tessa Habtl Gordon Clark regarding these

emerging market screeffs.

Following the 1998 Asian financial crisis, CalPERS’ offisiakalized that their increased exposure to
emerging markets left them vulnerable to higher levels ofimigheir investment portfolio. Again under the
rubric of fulfilling their fiduciary duties, CalPERS toothe decision to screen both countries and
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companies in their emerging market portfolio for a varietgagfital market, social and environmental risks
in order to avoid investing in countries or companies ptomeputational attack.

In fact two of the three external money managers CalPERS us&ginerging market screening

have significantly outperformed their benchmarks since inceioch out-performance speaks to

both the value of active fund management and the value of reputatieese markets. Witness the adverse
impact on FDI to the Philippines when CalPERS announc@®@2 that it would divest itself from that
emerging market (Hebb and Woéjcik 2004). It must be notedeler, that unlike its corporate governance
campaigns, which have both domestic and global reach, CalPERiStsett social and environmental
concerns to firms domiciled in emerging markets. These concernsod currently extend to either
multinational enterprises in CalPERS’ portfolio that faceilainsocial and environmental risks in their
global supply chains, nor to CalPERS’ domestic equityihgd

Shareholder Proposal example

The following is a 2002 proposal urging Unocalrplement the Global Sullivan
Principles (which it previously endorsed) in redatito its operations in Burma. In
particular, the proposal urges that Unocal’s scamal ethical performance be linked to
management’s compensatitin.

EXECUTIVE COMPENSATION

WHEREAS: We believe Unocal has violated its Guiding Principlests association with the repressive

government of Burma. Foreign governments, international agéons and human rights groups have
criticized that Government for committing such human rightsab as torture, abuse of women, summery
and arbitrary executions, forced labor, forced relocation andamsparrests and detentions.

WHEREAS: Judge Ronald W. Lew, U.S. District Judge cordrthat Unocal executives were aware of
these violations in stating that "The evidence does suggedttioatl knew that forced labor was being
utilized and that the Joint Venturers [Unocal, Total, MOGE Rid] benefited from the practice.”

WHEREAS: Unocal has had historic and on-going environmesitéhtions, especially at a number of
California's pristine locations (e.g. Guadalupe spill, thgestrin California, costing $43.8M), Avila Beach
spill (killing a town economically-costing up to $200 loih), San Francisco Bay spill (costing $83 million
with a possible $50 million more), and Molycorp MountBiass Mine (failed to report toxic discharges).
We believe this indicates a lack of concern for communities andrnttieonment, has damaged Unocal's
image and caused financial loss;

WHEREAS: We believe that Unocal has failed to obey its Guidirigciples which requires the Company
to: "Conduct business in a way that engenders pride in outogegs and respect from the world
community...communicate openly and honestly...improve the qudlilije in the communities where we

do business...protect the environment...be a good corporate citidean good friend of the people of our
host country."”

WHEREAS: We also believe that Unocal has failed to conforrhéd3lobal Sullivan Principles, recently
endorsed by Unocal, which explicitly commits endorsing conggata eight basic principles including the
following: "We will express our support for universal hamrights and particularly those of our
employees, the communities within which we operate, and paiitieswom we do business."

WHEREAS: One important way to insure that any company iswgelabout its own Code, or pursuing
principles like the Global Sullivan Principles, is to pdev incentives to executives through their
compensation formula to meet those goals.
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BE IT RESOLVED: That the Board of Directors appoint a spemaimittee of the Board consisting solely
of independent Board Members to review ways to link executivepengation with the Company's ethical
and social performance, and in particular with Unocal's GuiBimciples and to report to the shareholders
the results of this review. This report may omit confidgntiformation and be prepared at a reasonable
cost.

Supporting Statement

We believe linking the compensation and bonus packages of Unexadstives to our Company's ethical
and social performance is timely and necessary. It sends a mesatdéntital is as serious about
excellence in these areas as in meeting financial and business goals.

Many other companies, including Kodak, Bristol Myers SqulBip and Proctor & Gamble, have social
responsibility goals and performance reflected in their compendatimula.

Notes

! Leipziger, DeborahThe Corporate Responsibility Code BpGkeenleaf Publishing, 2003, p. 69.
? Leipziger, DeboratThe Corporate Responsibility Code Bp@keenleaf Publishing, 2003, p. 69.
? Leipziger, DeboratThe Corporate Responsibility Code Bp@keenleaf Publishing, 2003, p. 69.
* Leipziger, DeboraliThe Corporate Responsibility Code BpGikeenleaf Publishing, 2003, p. 69.
® Leipziger, DeboraliThe Corporate Responsibility Code BpGikeenleaf Publishing, 2003, p. 69.
® Global Sullivan Principles Charter Endorsers. Available at:
<http://www.thesullivanfoundation.org/gsp/endorsers/chatééault.asp>

" Value as of 30 September 2004. Figures fRensions and Investmemtgagazine as quoted in Hodge,
Scott A. and Dubay, Curtis S., ‘Stock Market Investingo@&nough for Public Employeee and Union
Pension Funds’, 2 February 2005. Available at: <http:@axfation.org/news/printer/111.html>

8 California Public Employees’ Retirement System, ‘Global pPidating Guideilnes’, 19 March 2001,
revised 9 June 2005. Available at: <http://www.calpers-govemarg/principles/global/globalvoting.pdf>
° These include five different New York City employee pensiomsl$: New York City Employees'
Retirement System (NYCERS); the Teachers' Retirement Systédma Gity of New York (TRS), the New
York City Police Pension Fund Subchapter 2 (POLICE ); Nexk City Fire Department Pension Fund
Subchapter Two (FIRE); and the New York City Board of EdanaRetirement System (BERS).

% value of the five funds as at March 31, 2005. Available at:
<http://www.comptroller.nyc.gov/bureaus/bam/pension_fistdm>

1 Crompton, Linda and Voorhes, Meg, ‘Using Corporate Engagetodaise Firm-Level Standards: Six
Case Studies of Pension Fund Activism in the United StdtdNovember 2002.

12 Clark, Gordon L. and Hebb, Tessa, ‘Why do they care? The nfarketrporate global responsibility
and the role of institutional investors’, June 2004. Aalz#@ at:
<http://www.havenscenter.org/real_utopias/2004documents/CidtidPaper.pdf>

13 http://lwww.iccr.org/shareholder/proxy _book02/gca/execcompcaltam
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Greenhouse Gas Protocol

Summary

Who?

Issues

Overview
&
Operation

Mie
Py “': World Business Council for
\ T/ Sustainable Development

World Resources Institute

The Greenhouse Gas Protocol Initiative (GHG Prdjosoaimed at the
harmonization of global greenhouse gas accounting eeporting

standards. The multi-stakeholder collation devekipadards and tools to
enable a consistent approach amongst differeninggadchemes and
climate change initiatives.

Development of the GHG Protocol was initiated i®8%y the World
Resources Institute (WRI) and the World BusinessurCo for
Sustainable Development (WBCSD). The two orgarratifacilitated
the development of the protocol by a broad coalitid representatives
from business, civil society, government and imgevernmental
organizations.

The Corporate GHG Accounting and Reporting Modules vofficially
released on October 23, 2001 and revised in 2004.

Greenhouse gas accounting and reporting

The ultimate purpose of the GHG Protocol is to cedilne six greenhouse
gases identified by Kyoto Protocol's negotiatorghesprime contributors
to climate change including carbon dioxide (CO2)etmane (CH4),
nitrous oxide (N20O), hydrofluorocarbons (HFCs), fluerocarbons
(PFCs) and sulfur hexaflouride (SF@}.is aimed at tackling a significant
obstacle to reducing greenhouse gas emissionsatiegion of standards
across borders, between companies and even withipanies. Thus, the
initiative designs, disseminates and promotes dpbapplicable
accounting and reporting standards for GHG emissidime idea is to
‘help companies better understand their own pasiths various national
and supranational regulatory schemes take shape.

The GHG Protocol Initiative consists of two moduld$he Corporate
GHG Accounting and Reporting Module and the soorbéoreleased
Project GHG Accounting and Reporting Module.

The Corporate GHG Accounting and Reporting Moduldeavours to
create both transparency and inclusiveness. Tragspa involves

enabling companies to account for greenhouse gasesich the same
way as assets and liabilities are on a traditiobalance sheet.
Inclusiveness refers to the protocol’'s comprehensscope — from
resource extraction, to product consumption, tasal. Emissions are
divided into three scopes ranging from those predudirectly by

manufacturing facilities to more indirect sourcdsemissions such as
employee travel. The protocol is intended for use by organizatiofis
disparate sizes.
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Relationship
with  other
instruments

Comments

Companies
involved

Contact
details

The revised 2004 edition built on three years gfegience with the first
edition and provided additional guidance, caseistudnd appendices.
No major changes were made to the protocol's metlogy. The GHG

Protocol is not a verification standard althoughmeoguidance is
provided to make greenhouse gas inventories maity eauditable.

With a release date of November 2005, the GHG PBobttor Project
Accounting is intended to assist companies andeptopevelopers
quantify emissions from GHG reduction projects.

The GHG Protocol is synchronized with the GRI antlViAls Climate
Saver's Prograrfh. Moreover, the International Organization for
Standardization (ISO) has indicated that its stedslawill also be
compatible with the GHG Protocdlindeed, the protocol meets the
requirements of most reporting schemes.

‘One of the strengths of the GHG Protocol is the fact thaerves as a model or basis
for so many other emissions reporting, reduction, andniggatiograms.’ William Batfe

‘The Greenhouse Gas Protocol... has emerged as a common metric ifsioam
reporting..." Investor Network on Climate Risk

‘The GHG Protocol builds on the knowledge of and less@®nt by many
organizations, practitioners, and stakeholders to promote genex of GHG
accounting practices. It will reduce costs, improve comparabditygl strengthen the
capacity of managers to make informed decisions on carbon ridkapanrtunities. The
protocol will also render reported information credible andalbéd in the eyes of
external stakeholders.” Greenhouse Gas Protocol Secretariat

There are about 90 companies known to be usingGH& Protocol
through various voluntary initiatives including AsXeneca, BP, Ford,
General Electric, Volkswagen, Eastman Kodak, John&oJohnson,
Sony, Sun Microsystems, Unilever. Four Canadian paomes use the
GHG Protocol including PowerComm, Royal Bank, Skihada and St.
Lawrence Cement.

Website: www.ghgprotocol.org
GHG Protocol Secretariat shared by:
World Business Council for Sustainable Development
Simon Schmitz
4, chemin de Conches
1231 Conches, Geneva
Switzerland
Tel: +41 22-839-3197
Fax: +41 22-839-3131

45



Email: schmitz@wbcsd.org

World Resources Institute
Pankaj Bhatia

10 G Street, NE
Washington, D.C. 20002
USA

Tel: +1 202-729-7637
Fax: +1 202-729-7610

Email: pankaj@wri.org

The GHG Protocol in Corporate Engagement

Institution Assets Manner employed

Allianz Group and WWF N/A Recommends companies use
reporting frameworks such as the
GRI and the GHG Protocdl.

Fairvest N/A Recommends that investors use a
recognized reporting framework,
such as the GHG Protocol, as a
criterion in assessing a company’s
climate change ris¥

Investor Network on Climate N/A Recommends that institutional
Risk investors urge companies to:
(1) report using the GHG Protocbl
(2) support the mandatory reporting
of greenhouse gas emissions
using the GHG protocdf
(3) Sponsor or co-filing resolutions
and participate in letter writing
campaigns supporting, amongst
others, the GHG Protocdl.

Shareholder Proposal example
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The excerpted shareholder proposal below was Wiéu General Electric in 2005 by the
Missionary Oblates of Mary Immaculate. It refers&veral standards including the GHG
Protocol and the Global Reporting InitiatiteSeveral institutional investors had actively
engaged with management regarding climate chanlgis. @&hgagement was seen as at
least partly responsible for General Electric’salet of the GHG Protocol to report on its
greenhouse gas inventories in 2002.

Filed by: The Missionary Oblates of Mary Immaculate and ohers
Filed with: General Electric

Companies in Australia, France, Japan, the U.K., and the ha®e, used a framework provided by the
Global Reporting Initiative (GRI) to create and publish a@nstbility reports. The Global Reporting
Initiative is a new, global effort to create cogent standardsriganizational environmental management
and disclosure. It asks that companies voluntarily incorpsmate of these standards into their operations
and reporting practices. The standards are included in the “Gidel®es,” which the GRI organization
has created through input from a variety of international std#tets. The GRI is assisting a movement to
establish sustainability reporting as a reporting norm. él@n companies around the world, including in
the U.S., have much farther to go before catching up to thmlard. According to Social Investment
Research Service data:

*In GE’s "Climate Change" section on its web site, GE discugsesompletion of its first Greenhouse
Gas (GHG) Inventory in 2003. The inventory provides litbct and indirect GHG emissions, using the
World Resources Institute/ World Business Council for t&nable Development (WRI/WBCSD)
Greenhouse Gas Protocol: A Corporate Accounting and Rep&témglard (2001).

Notes

! Baue, William, ‘Greenhouse Gas Protocol Initiative CreatesabBimissions Standards’, 11 July 2001.
Available at: <http://www.csrwire.com/sfarticle.cgi?id=703>

2 Greenhouse Gas Protocol, ‘About the GHG Protocol.” Avalalil <http://www.ghgprotocol.org>

3 william Baue, ‘Greenhouse Gas Protocol Initiative Creates GBimssions Standards’, 11 July 2001.
Available at: <http://www.csrwire.com/sfarticle.cgi?id=703>

* Baue, William, ‘Greenhouse Gas Protocol Initiative CreatesabBimissions Standards’, 11 July 2001.
Available at: <http://www.csrwire.com/sfarticle.cgi?id=703>

® Baue, William, ‘Carbon Disclosure Project Report and GreerhGas Protocol Release Second
Editions’, 19 May 2004. Available at: <http://www.csrwaem/sfarticle.cgi?id=1426>

® Baue, William, ‘Carbon Disclosure Project Report and GreerhGas Protocol Release Second
Editions’, 19 May 2004. Available at: <http://www.csrwaem/sfarticle.cgi?id=1426>

" Investor Network on Climate Riskyvestor Guide to Climate Riskction Plan and Resource for Plan
Sponsors,Fund Managers and Corporatiohdy 2004. Available at:
<http://www.irrc.org/resources/Climate_Guide.pdf>

8 Greenhouse Gas Protocol, ‘About the GHG Protocol.” Avalalil <http://www.ghgprotocol.org>

° Allianz Group and WWFClimate Change & the Financial Sector: An Agenda for Agtiome 2005.
Available at: <http://www.wwf.org.uk/filelibrary/pdf/allian rep_0605.pdf>

10 http://www.socialinvestment.ca/Climate_Risk_Workshop_Regopdated).pdf

M Investor Network on Climate Riskjvestor Guide to Climate Riskction Plan and Resource for Plan
Sponsors,Fund Managers and Corporatiahdy 2004, p. 6. Available at:
<http://www.irrc.org/resources/Climate_Guide.pdf>

12 |nvestor Network on Climate Riskyvestor Guide to Climate Riskction Plan and Resource for Plan
Sponsors,Fund Managers and Corporatiahdy 2004, p. 10. Available at:
<http://www.irrc.org/resources/Climate_Guide.pdf>
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13 Investor Network on Climate Riskyvestor Guide to Climate Riskction Plan and Resource for Plan
Sponsors,Fund Managers and Corporatiohdy 2004, p. 7. Available at:
<http://www.irrc.org/resources/Climate_Guide.pdf>

1 Full text of proposal available at: <www.issproxy.com/@aferalElectricSRIPolicy2005.pdf>

5 Investor Responsibility Research Center, ‘Global Warmingaikable at:
<http://irrc.com/company/GlobalWarming.pdf>
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ILO Declaration on

Fundamental Principles and Rights at Work ILQ

Summary

Who?

Issues

Overview
&
Operation

The ILO Declaration on Fundamental Princip w
and Rights at Work were issued in 1998

establish the four ‘core’ labour rights. Unlike t
various ILO Conventions, which are only
applicable if a given country has ratified them,
these four rights are seen as universally appkcabl
to all ILO member states.

The International Labour Organization is a UN agewhich promotes
social justice and human and labour rights. Foundetl919, it is the
remaining creation of the League of Nations. Thgaaization creates
global labour standards through Conventions andoRetendations.
Employers, employees and governments play equas iialits governing
organs.

The ILO Declaration was adopted at the 1998 Inteynal Labour
Conference by an overwhelming majority.

Labour rights: freedom of association, child lahdorced labour, non-
discrimination

Although the ILO Declaration’s focus is on govermtse the rights
enshrined relate to corporations as well. Regasddésvhether they have
ratified the relevant Conventions, the ILO Declamat commits all
member states, regardless of stage of economidagpement, to respect
and promote four ‘core’ labour standards:
» freedom of association and the effective recognitbthe right to
collective bargaining
» the elimination of forced or compulsory labour
» the abolition of child labour
« the elimination of discrimination in respect of doypment and
occupation.

The identification of these particular four catageremerged from the
1995 UN World Summit on Social Development. Thewéhabeen
characterized as a ‘social minimum’ at the globakl.

The ILO has identified eight ILO Conventions whighderpin the four
core labour standards:

* Freedom of Association and Protection of the Rigl®rganize

Convention, 1948 (No. 87)
* Right to Organize and Collective Bargaining Conieamt1949
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Strengths

Weaknesses

(No. 98)

Forced Labour Convention, 1930 (No. 29)

Abolition of Forced Labour Convention, 1957 (No5)0
Equality Discrimination (Employment and Occupation)
Convention, 1958 (No. 111)

Equal Remuneration Convention, 1951 (No. 100)

The elimination of child labour Minimum Age Convent, 1973
(No. 138)

Worst Forms of Child Labour Convention, 1999 (N82L

The ILO Declaration was endorsed by the G8 in 2003.

Decentralized system of labour standards where non-
governmental actors can take the lead

Moves away from legalism of ILO conventions towaedsnore
flexible approach

Complimentary to other ILO instruments

Universal application: The Declaration’s applicapito all ILO
members is seen by some as a landmark in intenatlabour
law.

Erodes ILO’s enforcement mechanism by emphasizing
promotional techniques: The Declaration is seensbyne as
compromising the ILO’s traditional enforcement aggwh of its
Conventions. The counter-critique is that theseharsms were
never very effective, especially under conditiohglobalization.
Will undermine other labour standards: Opponent# hargued
that ‘privileging’ or highlighting a selected growg rights will
ultimately erode support for other labour rightsar Fexample,
critics point out that many voluntary codes, sustihe UN Global
Compact, have cited the ILO Declaration in outlgnits four key
labour principles which correlated to the four ‘€dabour rights.
Arbitrary choice with key rights missing: Criticemtend that the
‘core’ rights were chosen solely on the basis ditipal calculus,
not by any compelling moral or philosophical crider For
example, they argue that the list of ‘core’ rigktsould at least
extend to workplace safety, working hour limitsagenable rest
period and non-abusive working environmént.

Focus on procedural not substantive rights: governis and
corporations can interpret these rights to theim oenefit
Moreover, even if these procedural rights are otiyrenterpreted,
corporations can use their unequal bargaining pdwesrevent
favourable substantive outcomes from emerging.
Fundamentally protectionist: the Declaration prtggbose rights
at which developed countries excel.
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Relationship The Global Compact's labour principles are deriiedm the ILO

with other
instruments

Comments

Contact
details

Declaration. Moreover, the FTSE4Good index empldye ILO
Declaration as a criteria for listed compariggloreover, the OECD
Guidelines focus on the four core labour rightsnideed in the
Declaration.

‘[The universal application of the Declaration is] nothingrstod a revolution in legal
terms [and is a] very significant... step in international dartginal law.” Francis
Maupairt

‘It can be said that all funds with a socially responsiblestment approach either refer
to the [ILO Declaration] or use the Declaration and other ILOW&ations and
Recommendations as a starting point for the definition ef ghreening criteria.’
Andreas Sturm and Michael Badde

‘A universal consensus now exists that all countries, regardiesevel of economic
development, cultural values or ratification of the relevant {L@ventions, have an
obligation to respect, promote and realise these fundamentaippemand rights”’

‘The idea behind the Declaration was to give the ILO if notessort of ‘teeth’ at least
something more than its existing bark, and to take the beufeéit political moment
which made this possible.’ Brian Langflle

‘The bottom line is that the Declaration proclaims as ‘primdpla range of values
which had already been recognized as rights exactly 50 years eatlier Universal

Declaration of Human Rights.... the Declaration legitimates theofise regressive
terminology.’ Philip Alstorl

‘[T]he choice of standards to be included in the [core labaurdsirds] was not based
on... compelling economic, philosophical, or legal criteria, bather reflects a

pragmatic political selection of what would be acceptable at thetdiine United States

and those seeking to salvage something from what was seen asuatainably broad

array of labour rights.’ Philip Alstdf

International Labour Office
4, route des Morillons
CH-1211 Geneva 22
Switzerland

Tel: +41 22-799-6111
Fax: +41 22-798-8685

E-mail: ilo@ilo.org
Website: www.ilo.org
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The ILO Declaration in Corporate Engagement

Institution Assets

Manner employed

Australian Council of Trade
Unions (ACTU),
Construction, Forestry,
Mining, and Energy Union
(CEMEU), International
Federation of Chemical,
Energy, Mine, and General
Workers' Unions (ICEM), and

Trades Union Congress (UK).

Chemical and Energy
Workers International Union
(PACE)

New York City Teachers’
Retirement System, Allied-
Industrial, Chemical and
Energy Workers International
Union (PACE) and other
investors.

Ontario Public Service
Employees Unions (OPSEU)

Shareholder Association for N/A

Research and Education
(SHARE)

Shareholder Proposal example

$10.5 billion*

Filed a 2000 shareholder proposal
with Rio Tinto based on the ILO
Declaration'*

Filed a 2004 shareholder proposal
with DuPont urging the company to
adopt a human rights policy based on
the ILO Declaratiort?

Withdrew a 2004 shareholder
proposal after ExxonMobil agreed to
uphold the ILO Declaratioft

Filed a 2003 shareholder proposal
citing the GC with Sears Canada (see
below).

Recommends supporting shareholder
resolutions that ask companies to use
the ILO Declaration in its Model
Voting Proxy Guidelines®

In 2003, the Ontario Public Service Employees Un@ong with several other
shareholders filed a shareholder proposal with sSe@anada regarding working
conditions at suppliers. The proposal includesregfees to the Global Compact, the ILO
Declaration of Principles and Rights at Work anel @ECD Guidelines for Multinational
Enterprises® See the ‘Global Compact’ section of this guide fioe full text of the

proposal.
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Notes

! International Labour Organization, ‘ILO Declarations, Inteoral Labour Conventions and
Recommendations’. Available at: <http://www.ilo.org/publigksh/comp/civil/standards/ilodcr.htm>
2 Alston, Philip, ““Core Labour Standards” and the Transfoiomaof the International Labour Rights
Regime’,European Journal of International Law5(3), p. 486.
% Alston, Philip, ““Core Labour Standards” and the Transfoiomaof the International Labour Rights
Regime’,European Journal of International Law5(3), p. 494.
* Baue, William ‘FTSE4Good Raises the Bar With New Supply Chain Labor St@s@iiteria’, 20
November 2004. Available at: <http://www.socialfunds.com/rettisle.cgi/article1579.html>
® Francis Maupain as quoted in Alston, Philip, “Core Lab®tandards” and the Transformation of the
International Labour Rights Regim&uropean Journal of International Law5(3), p. 486.
® Sturm, Andreas and Badde, Michael, ‘Socially Responsible imegstby Pension Funds’, International
Labour Organization, 15 February 2001. Available at:
7<h'[tp://www.eIIipson.com/files/studies/SociaIIy%ZOResolwﬂifZOInves:tm.pdf>

p. 28
8 Langille, Brian A., ‘Core Labour Rights; The True StoreffR to Alston)’, European Journal of
International Law, 16(3), June 2005, p. 420.
° Alston, Philip, “Core Labour Standards” and the Transforomeof the International Labour Rights
Regime’,European Journal of International Law5(3), p. 483.
10 Alston, Philip, “Core Labour Standards” and the Transfoiomaf the International Labour Rights
Regime’,European Journal of International Law5(3), p. 485.
1 1SSue Watch, 3(6), 3 May 2000. Available at:
<http://www.issuewatch.com/alertarchive/2000/050300.htm>
12 pACE, ‘PACE International Union Workers Demonstrate Agdiabor Violations, Job Cuts at DuPont
Shareholders Meeting’, 29 April 2004. Available at:
<http://www.dupontcouncil.org/Press%20Releases/PACE%208ve¥20Demonstrate%20Against%20L
abor%?20Violations.htm>
13 Amnesty USA, ‘ExxonMobil Commits to Uphold Core Latsrd Human Rights In Response to
Shareholder Proposal’, 21 April 2004. Available at:
<http://www.amnestyusa.org/countries/usa/document.do?id36535718E5DBA85256 E7DO05EA 198>
14 OPSEU Pension Trust, ‘History and Profile’. Available at:
<http://www.optrust.com/aboutus/history_profile.asp>
15 shareholder Association for Research and Education (SHARIE)el Proxy Voting Guidelines 2005
Available at: <http://www.share.ca/files/pdfs/2005%20Prox@@aidelines.pdf>
18 Text of proposal from SHARE at:
<http://www.share.ca/files/pdfs/Sears%20Canada%20Labour%2@6tm6202003%20Proposal.pdf>
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ISO 14001

Summary

Who?

Issues

Overview
&
Operation

AT

NI

International
Organization for
Standardization

ISO 14001 is a voluntary industry standard whiamithes a framework
for organizations to manage environmental issués.fotuses on
organisational processes rather than their prodoctenvironmental
impacts.

The International Organization for Standardizat{t®O) is a standards
institute based in Geneva with 148 member countitelsas developed
over 15,000 standards to date. ISO standards areloged through a
voluntary consensus-based approach involving nagati between
representatives of the national standards makisgtutes. 1ISO 14001
was launched in 1996.

Environmental management systems (EMS)

The 1SO 14000 series are a set of standards for dimEgn of
environmental management systems. The purpose @f 18001 is to
outline the requirements for an EMS against whiohoeganization can
later be certified by an accredited body. An EMSths ‘totality of
organisational, administrative and policy provisdo be taken by a firm
to control its environmental influencélt is imperative to note that as a
management system standard, ISO 14001 does notutsehvironmental
performance standards.

Implementing ISO 14001 is completely voluntary ahds not freely
available. Using a ‘plan, do, check, act’ cyclee gtandard requires that
organizations implement certain practices and phos concerning
monitoring and measurement, operation control, |legguirements,
emergency preparedness, training amongst othexsssu

Organizations must be independently audited evierget years by an
accredited body in order to maintain the 1ISO 140&dificate.

ISO CSR standard

In June 2004, ISO decided to begin developing @abpaesponsibility
standard aimed at creating ‘a guidance documenittewrin plain
language which is understandable and usable byspeaialists, and not a
specification document intended for conformity asseent? It will be
published in 2008 as ISO 26000 and will not requésification®

Reactions to this decision have been mixed. Sonmeowe the clarity,
standardization, comparability, market clout an@nnational recognition
that 1ISO could potentially provide. Yet some intbdte private sector
and civil society, ‘fear that ISO would be overexdang its expertise and
legitimacy’ in creating such a standdrdo this end, ISO’s model is seen
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as unable to forge consensus on the rapidly chgrgma controversial
questions facing corporations today regarding thkedial, environmental
and economic performance. ISO has stated that 8 sandards would
be aimed at adding value, not replacing, inter-govental agreements
that relate to corporate social responsibility suah the Universal
Declaration of Human Rights or the Internationabdaar Organization
conventions,

Website: www.iso.org/sr

Strengths » Clarifies environmental management processes: 18@1 can
enhance an organization’s ability to put environtakpolicy into
practice.

» Potential catalyst for change: By providing a sys#c
framework for organizations to address environmassaes, ISO
14001 developed an internal competency within many
organizations in anticipation of the demands of uffet
environmental performance standards (whether drivien
stakeholders or regulatiofy).

* Universally accepted: 1SO standards are well-kn@and widely
accepted. Uptake of 1ISO 14001 has reached a ¢ntiaas with
over 50,000 certificates issued (see below).

Weaknesses

Lack of public disclosure: the standard requiresldisure only of

an organization’s environmental poli€y.

* Expensive for smaller businesses: While relativelyeap to
implement for larger organizations, the standard ba quite
expensive for small and medium sized enterpfises.

* Does not contribute to learning, innovation andcaiginuous
change: only for incremental adjustment towardge and not
useful in identifying emerging issues and develgpongoing
policy. Moreover, the standard is seen as not balrlg to deal
with marketplace and supply chain impacts. Accagyin ISO
14001 is unable to provide for an integrative marfeLSR?

e Lack of performance criteria: A company could havewell

functioning EMS yet still cause major environmemtamage?

Relationship SA8000 integrates with the 1SO series. They ardlainm some respects

with other — auditing methodology, continuous improvement negment — and

instruments different in others — SA8000 sets performance staiy] is developed
globally and workers play a larger role in the &ulth order to save time
and money, many companies are starting to comhidésafor SA8000
with 1ISO 9000 and 1SO 14001.

ISO 14001 is compatible with the European Unionto#1anagement
and Audit Scheme (EMASY.
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‘ISO 14001 certification can play a part in a business approaclkustainable
development, but it is not sufficient in itself to delivagainst either business or
stakeholder concerns.’ World Business Council for Sustairi2dlelopment repoft

‘[Dloubts that ISO 14001 in particular is not leadingthe results expected, that is
environmental improvement, have been widely expressed... [tlhe eisplsasn
process, not outcomes.’ Michael Watson and Anthony Ethery

‘ISO 14001 is not a thoroughbred. It is a workhorse aftandard... it motivates and
allows those implementing it to do with it what they waritis is ISO 14001's greatest
strength — and weakness. Implementers can set ambitious objedtifins clear visions
of where they want their organizations to go or they camsihe fence and be content
with compliance with legislation and improving systemscttics have valid points: it
can be used to exclude; it is not always appropriate to ab fiespecially not to SMEs;
it is ambiguous on how environmental performance improvenaeatachieved; and it is
weak on stakeholder involvement and sustainable development. Eiowe® 14001 is
currently the most acceptable badge of achievement on environmentademnsnt.’
Ruth Hillary™

‘ISO 14001 outlines a process; it does not prescribe certdaonsctt is based on the
principle that a sound process will drive continuous impnoent in environmental
performance.’ Ford Annual Repdtt

About 50,000 ISO 14001 certificates have been ashtd private and

public sector organizations in 118 countriéeSome larger companies
such as General Motors and Ford now require thgiplters to adhere to
an EMS standard such as 1SO 148b1.

ISO Central Secretariat

International Organization for Standardization ()}SO
1, rue de Varembé, Case postale 56

CH-1211 Geneva 20

Switzerland

Tel: +41 22-749-0111
Fax +41 22-733-3430

Website: www.iso.org

ISO 14001 in Corporate Engagement

Due its widespread use by corporations, it is dgdefor institutional investors to
appreciate what 1SO 14001 certification actuallyplies. As the following examples
suggest, many companies have referred to their 18@1 compliance in response to
explicit shareholder concerns about environmen&fopmance. These references are
typically in addition to the company promoting i&0 14001 compliance on its website,
annual report and sustainability or corporate erighip report.
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In recommending a vote against an August 2005 bkbater proposal to issue a
sustainability report, the Board of Smithfield Feokdhic. made reference to its recently
acquired 1SO 14001 certification:

Earlier this year, the Company accomplished one of its key@magntal goals by becoming the first in its
industry to achieve 1ISO 14001 certification for all its Lh8g production and processing facilities, except
new acquisitions. 1ISO 14001 certification is an internatimtahdard developed by the Geneva-based
International Organization for Standardization, which can omelyathieved after a rigorous third-party
audit of the environmental management system in pface.

In recommending a vote against an April 2004 shaldsn proposal requesting disclosure
of environmental fines and disclosure of greenhogas emission, the Board of
Weyerhaeuser referred to the ISO 14001 standard:

The Company has chosen to use the ISO 14001 Environmentalghtaent System standard. The 1SO
14001 standard is the world’s most widely recognized starfdamhvironmental management systems and
is a globally accepted standard that is well suited to large-Bmalstry and manufacturing, such as our
operations in the United States, Canada, Europe and the Sodtraisphere. As of the end of 2003, 92

percent of the Company’s timberlands and 10 percent of the &ogrispmanufacturing facilities have been

certified to the 1ISO 14001.

A similar 2004 proposal at Louisiana-Pacific Cogi@mn garnered the same response
from the Board. The response to another 2004 pedpregarding Delphi Corporation’s
operations in Mexico, also made reference to 1IS@14£ompliance.

In 2001, Walden Asset Management wrote to Repsahagr Spanish oil company,
regarding its environmental performance and affest indigenous communities in
Ecuador. In its response to the environmental amsgcehe company referred to the
‘random verification checks’ associates with it©1$4001 certificatiori’

Notes

! Watson, Michael and Emery, Anthony R T., ‘Law, economicsthaenvironment: a comparative study
of enviromental management systenhdgnagerial Auditing Journall9(6), 2004, p. 760.

21S0, ISO decides to develop International Standard proyidiridelines for social responsibility’.
Available at: <http://www.iso.org/iso/en/info/ConferencesCaRference/communique.htm>

%S0, ‘Social Responsibility’. Available at: <http://wwwd.org/sr>

* World Business Council for Sustainable Developmissye Management Tod\ccountAbility, October
2004, p. 34. Available at: <http://www.wbcsd.org/web/redilons/accountability-codes.pdf>

® IS0, ISO decides to develop International Standard proyidiridelines for social responsibility’.
Available at: <http://www.iso.org/iso/en/info/ConferencesC®Rference/communique.htm>

® AccountAbility, ‘International Standards for Corporate Resgilility’. Available at:
<http://www.accountability.org.uk/resources/default.asp?pagdid=

" Watson, Michael and Emery, Anthony R T., ‘Law, economicsthanvironment: a comparative study
of enviromental management systenidgnagerial Auditing Journall9(6), 2004, p. 760.

8 AccountAbility, ‘International Standards for Corporate Ressgilility’. Available at:
<http://www.accountability.org.uk/resources/default.asp?pagdie=

° World Business Council for Sustainable Developmissye Management Tod\ccountAbility, October
2004, p. 35. Available at: <http://www.wbcsd.org/web/rdilons/accountability-codes.pdf>
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19 eipziger, DeboratiThe Corporate Responsibility Code BpSkeffield: Greenleaf Publishing, 2003, p.
479.

1 AccountAbility, ‘International Standards for Corporate Resility’. Available at:
<http://www.accountability.org.uk/resources/default.asp?pagdie=

12| eipziger, DeboratiThe Corporate Responsibility Code Bp8keffield: Greenleaf Publishing, 2003, p.
481.

13 World Business Council for Sustainable Developmisstje Management Tod\ccountAbility, October
2004, p. 35. Available at: <http://www.wbcsd.org/web/rdilons/accountability-codes.pdf>

4 Watson, Michael and Emery, Anthony R T., ‘Law, economicsthaenvironment: a comparative study
of enviromental management systenidgnagerial Auditing Journal19(6), 2004, p. 760.

5 Hillary, Ruth, ‘Introduction’ in R. Hillary (ed.), IS@4001, Case Studies and Practical Experiences,
Sheffield: Greenleaf Publishing. Available at: <http://wwwegmnleaf-publishing.com/pdfs/isoint.pdf>

'8 Ford,Corporate Citizenship Report 2003/04vailable at: <http://www.ford.com>

"World Business Council for Sustainable Developmisstje Management Tod\ccountAbility, October
2004, p. 37. Available at: <http://www.wbcsd.org/web/edtlons/accountability-codes.pdf>

18 Watson, Michael and Emery, Anthony R T., ‘Law, economicstheenvironment: a comparative study
of enviromental management systenidgnagerial Auditing Journal19(6), 2004, p. 760.

9 shareholder proposal text available at:
<http://www.smithfieldfoods.com/Investor/Pdf/Proxiedf06xy.pdf>

2 Walden Asset Management, ‘Indigenous Rights and the Envaoryralues 10(1), Spring 2001, p. 5.
Available at: <http://www.waldenassetmgmt.com/downloads/gpfirpdf>
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MacBride Principles

Summary

Who?

Issues
Overview

&
Operation

Strengths

The MacBride Principles are a voluntary code for U¢
based corporations that address employment-rela
discrimination in Northern Ireland. In addition,eth
principles have been frequently employed in federal
state and municipal legislation relating to ecoromi
dealing in Northern Ireland.

The MacBride Principles were enunciated in 1984thwy Irish National
Caucus (a US-based advocacy group) and were digideveloped by
Irish statesman, founder of Amnesty Internationadl &obel laureate
Sean MacBride and several associates.

Labour standards in Northern Ireland

The MacBride Principles consist of nine fair empiant principles. They
serve as a code of conduct for corporations witbragons in Northern
Ireland and have also become embedded in fed¢ad and municipal
legislation dealing with Northern Ireland. This ilggtion has included
embedding the principles in various manners initivestment policies
of pension funds associated with states — suchaifof@ia, Connecticut,
New York and Texas — and cities.

The principles urge companies to improve on theeumepresentation of
religious minorities in the workplace through vaisomeans, to provide
adequate security for travelling to and from the rkptace, ban

provocative symbols in the workplace and to apaWoff policies without

regard for minority status. The principles do nepleitly seek policies

involving reverse discrimination, quotas or divestr

American companies have about 20,000 employeesonthdin Ireland.
Of the 118 US companies operating there, aboutduaperate with the
Investor Responsibility Research Center's (IRRC)dependent
monitoring efforts of their labour practicés.

e Support of investors and legitimacy: Shareholdepppsals
concerning the principles typically enjoy higheppart than other
social and environmental issues largely becauskeotfvidespread
support amongst public pension furfds.

* Ensures equality retains priority status: Americamporate and
governmental attention to the MacBride Principless tbeen a
useful lobbying point for activists in Northern lead lobbying for
equality.

» Success in reducing workplace sectarian symbole: CEmpaign
is seen by some as being substantially responfsibldramatically
reducing sectarian displays in the workplace sushmarches,
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Weaknesses

Comments

Companies
involved

Contact
details

flags and songs.

» Disincentive for investment: Some contend that gmmciples
have served as a disincentive for investment whilthmately
adversely affects Irish Catholics as well.

e Security principle problematic: Many companies haviicized
the second principles that obligates companies tovige
‘adequate security’ for employees at and on the t@agnd from
work. Proponents of the principles have pointed that the
commentary explains that companies are only redquioemake
‘good faith efforts’ to improve securify.

‘Northern Ireland Catholics see the worldwide “MacBride Principlsmpaign as a
great source of support in overcoming their problems dnid Report] endorses the
campaign’s moral principles..European ParliamerRReport

‘In a January 1999 letter to IRRC, a British embassy offizialWashington said...
“Those who continue to ride a MacBride hobbyhorse” are purstiimg day before
yesterday’s crusade, which is now positively unhelpful te tause it purports to
espouse.” Heidi Welsh, Investor Responsibility Research Center

As of July 2001, there were 61 American comparhas ltad endorsed the
MacBride Principles. These included AT&T, DuPont, Federal Express,
Ford, General Electric, General Motors, IBM, Pro&eGamble, Viacom
and Xerox. In 2002 and early 2003, an additioned®panies were added
including Caterpillar and Merck.

Irish National Caucus

Capitol Hill

413 East Capitol Street, SE
Washington, D.C. 20003-3810
USA

Tel. 202-544-0568
Fax 202-543-2491

Website: www.irishnationalcaucus.org

The MacBride Principles in Corporate Engagement

Institution Assets Manner employed

American Federation of Labor -N/A The AFL-CIO published Proxy
Congress of Industrial Voting Guidelines in the wake of the
Organizations (AFL-CIO) corporate scandals in 2001 and 2002.

Thev include a reference to the Ce
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principles as a basis for creating and
voting proxy share$.

California Public Employees  US$ 148.8 Supports shareholder proposals

Retirement System (CalPERS) billion™° concerning the MacBride Principles
as per the Proxy Voting Guidelines
revised in 2005

Connecticut Retirement Plans US$ 21.7 Under its Voting Proxy Guidelines,
and Trust Funds billion*? the funds vote for proposals based on
the MacBride Principle¥’

Under a law passed in 1987, the State
of Connecticut has prohibited its
Treasury from holding stock in
companies that have not endorsed the
principles.

NCPERS N/A Recommends that public pension
funds support MacBride Principles
shareholder proposals in its Model
Voting Proxy Guidelines?

Ontario Public Service $10.5 billion®> Supports shareholder proposals

Employees Union (OPSEU) concerning the MacBride Principles
as per the Proxy Voting Guidelines
revised in 2008°

Case Brief: NYCERS'

The New City Funds involvement with the MacBrideneiples date back to 1984 when
Comptroller Harrison Goldin joined the Irish NatadnCaucus in urging companies
operating in Northern Ireland to endorse the Mad8rprinciples. NYCERS's first
shareholder proposal to this end was filed in 1986that year, responding to target
company’s critique of the principles as being Iggahtenable, NYCERS brought a case
before a US district couryycers v. American Brands which the judge ruled that there
is ‘a strong showing of the likelihood...that upmifull trial it could prove that all nine of
the MacBride principles could be legally implemehtey management in its Northern
Ireland facility.™®

In the intervening two decades, New York has spatsanore than 2000 MacBride
proposals. Since 1989, they have reached agreemahtover 90 companies to take
‘lawful steps in good faith’ to implementing theiqmiples'® These companies represent
two-thirds of US-based companies which have opmratiin Northern Ireland in
NYCERS'’s portfolio. In 2004, the Funds submittedstareholder proposals, of which 7
actually reached the vote and garnered an averfa@d4% support. In the same year the
Funds reached agreements with three large compiaciesling Coca-Cola, ExxonMobil
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and Marriott International. In 2005, five shareligroposals regarding the MacBride
Prpinciples were submitted.

The Funds employ several qualitative and quantgagcreens in deciding which
companies to target in its shareholder proposapesgns:

(2) market capitalization of $300 million or greater;

(b) institutional ownership of greater than 60 percent;

(c) comparative negative total returns or under-performance agactsts and broad market indices,
such as the S&P 500 or Russell 3000, over one, three aagdar periods.

(d) Corporate governance profiles, such as the structure of @acgia board of directors, the
independence of directors on key board committees, bylaw mosisegarding shareholder
rights; and

(e) comm;gtaries and financial analyses of securities analysts wéiotiie companies and industry
sectors.

Shareholder Proposal exampl&

The following is a proposal from the 2005 proxy swa filed by NYCERS urging
Alberto Culver to implement the MacBride Principles

Filed by: New York City Funds
Filed with: Claire's Stores, Inc.

WHEREAS, Alberto Culver has a subsidiary in Northern Ireland;

WHEREAS, the securing of a lasting peace in Northern Ireland encouragts premote means for
establishing justice and equality;

WHEREAS, employment discrimination in Northern Ireland was citedhaylnternational Commission of
Jurists as being one of the major causes of sectarian strife;

WHEREAS, Dr. Sean MacBride, founder of Amnesty International and Nd&tesice laureate, has
proposed several equal opportunity employment principleseteesas guidelines for corporations in
Northern Ireland. These include:
1. Increasing the representation of individuals from undersgmted religious groups in the
workforce including managerial, supervisory, administrativerjeil and technical jobs.
2. Adequate security for the protection of minority employeeth at the workplace and while
traveling to and from work.
3. The banning of provocative religious or political emblé&rom the workplace.
4. All job openings should be publicly advertised and speet@bitment efforts should be made to
attract applicants from underrepresented religious groups.
5. Layoff, recall, and termination procedures should not riactice, favor particular religious
groupings.
6. The abolition of job reservations, apprenticeship restrisfiand differential employment criteria,
which discriminate on the basis of religion or ethnic origin
7. The development of training programs that will preparestaniial numbers of current minority
employees for skilled jobs, including the expansion of Exjgprograms and the creation of new
programs to train, upgrade, and improve the skills of ntinemployees.
8. The establishment of procedures to assess, identify andhacteruit minority employees with
potential for further advancement.
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9. The appointment of a senior management staff member to otbese®mpany's affirmative
action efforts and the setting up of timetables to carry dutraftive action principles.

RESOLVED: Shareholders request the Board of Directors to:

Make all possible lawful efforts to implement and/or increasevigcton each of the nine MacBride
Principles.

Notes

! Welsh, Heidi, ‘Fair Employment in Northern Ireland’, IRRrthern Ireland Service 2003 Background
Paper, March 2003, Investor Responsibility Research CentefdaBleaat:
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20January%202003.htm>
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Pension Funds’, 2 February 2005. Available at: <http:#iaxdation.org/news/printer/111.html>
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OECD Guidelines for Multinational Enterprises OECD << .

Summary

Who?

Issues

Overview
&
Operation

The Organisation for Economic Co-operation &evelopment (OECD)
Guidelines are amongst the most comprehensive codesorporate
social responsibility. Although they are non-birglion companies, they
are unique in that firstly, OECD member sthi@e obligated to promote
them amongst companies operating from or withinrtherders and
secondly, they were agreed upon multilaterally.

The OECD is a grouping of 30 states that share rangbment to
democratic government and a market economy. Mostlree states are
industrialized. The Guidelines were originally nggted in 1976 as part
of the OECD Declaration on International Investmantl Multinational
Enterprises and were subsequently revised in 2000.

The Guidelines were negotiated by representative® fthe respective
governments, business associations, trade uniachs@me civil society
organizations. The key Canadian interlocutors iis ttegard are the
Canadian Council for International Business (CCIB)e Canadian
Labour Congress (CLC) and the Confédération dedisgts nationaux
(CSN).

The G8 affirmed support for the OECD Guideline2@03.

Human rights, disclosure of information, anti-cqution, taxation, labor
relations, environment, science and technologysaowr protection and
suppliers/subcontractors.

The Guidelines are meant to help multinational canigs fulfill their

social and regulatory expectations. They are aiseed at highlighting
the contributions that multinationals can makehe &conomy, society
and environment.

Outside of their preamble, the Guidelines do nokenexplicit reference
to any international human rights instruments alttothey do obligate
companies to respect human rights ‘consistent thitghhost government’s
international obligations and commitmerftsChapter four requires
multinationals to respect the four fundamental labaghts (freedom of
association, child labour, forced labour, non-disaration), although

again there is no reference to international imsémnts such as the ILO
Conventions. The Guidelines reach beyond the fanddmental labour
rights and detail obligations with respect to ergpko training, skills

development in the host country, handling employsmmplaints,

providing adequate prior notice for lay-offs anking ‘adequate steps’ to
ensure workplace health and safety. Missing israfgrence to working
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hours, living wages or employment contratts.

Chapter five on the environment requires companesdhere to a
version of the precautionary principle, to set up @nvironmental

management system and to improve environmentabgeaince on an
ongoing basis. Multinationals are also required donsult with

community stakeholders who may be affected by timapany’s actions
although this can be limited by considerationsadtcconfidentiality and
intellectual property rights. The anti-bribery ctepobligates companies
to refrain from promising, giving or demanding amydue advantage to
secure business either from private or public iestit Multinationals

should also promote anti-bribery and anti-corruptimoth within and

outside the organization.

Governments are obliged to promote the Guidelimesrgst enterprises
operating from or within their territory. There ahgee elements involved
in the operation of the Guidelines. First, eachggonment must create a
National Contact Point (NCP). Interested parties paint out alleged
violations of the Guidelines to the NCP which is turn obliged to
attempt to resolve the dispute. In Canada the NG iinterdepartmental
committee of the federal government consistingepiresentatives from
Foreign Affairs Canada and International Trade @an&ndustry Canada,
Human Resources Development Canada, EnvironmeradaarNatural
Resources Canada, the Department of Finance andCdmadian
International Development Agency. The NCP essdwntitdcilitates a
forum for discussion. It must consider all compisiand must disclose its
reasons if it refuses to do so. If no resolutiomeigched, the NCP must
publicly make recommendations determining whetheormoration is in
breach of the Guidelines.

Second, the Guidelines are overseen by the OECD n@itbee on
International Investment and Multinational Entesps (CIME). The
Committee is responsible for promoting and clanfyithe Guidelines.
The third element are the advisory committees eflthsiness and labour
federations (BIAC and TUAC) as well as NGOs.

The OECD Guidelines are gradually becoming an hdistaed part of the
global architecture of standards for businés#n’ addition to being
employed by investors in shareholder resolution®ypvoting guidelines
and as benchmark criteria for positive/negativeeascs, they are
increasingly being used in formal regulatory fraroekg. For example, in
France and the Netherlands companies applyingXporé credits must
pledge to abide by the OECD Guidelines (see ‘Th€DEKsuidelines in
Corporate Engagement’ section below). Moreovely #re being used in
bilateral investment treaties and were used irBfh€ oil pipeline’s ‘joint

statement’ regarding human rights, labour and envirental standards.
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Strengths

Weaknesses

Comprehensive: The Guidelines address a broad rafge
multinational’s social and environmental performanespecially
after 2000 revision.

Multi-lateral: The Guidelines were negotiated byvgmments,
business associations, trade unions and NGOs

Dispute resolution: Although not legally bindindgpet Guidelines
are unique in creating an obligation on OECD goremnts to
create the NCP network in order to promote the Einds and to
resolve alleged breaches.

Geographically unlimited: the Guidelines apply e twworldwide
operations of OECD-based corporations.

Supply chain responsibility: the Guidelines makeltmationals
responsible (albeit in a limited sense) for abusetheir suppliers.

Too minimal: Many in the academy and civil societye the
Guidelines as representing only a ‘floor’ of acedy¢ corporate
conduct®

Too general: Some businesses have criticized thdettues as
being too general to guide their day-to-day behaVvio

Lack of reference to international instruments: &@npassing the
above two critiques, many see the Guidelines’ failto refer to
instruments such as the ILO Conventions, the Rioldation or
to the Universal Declaration of Human Rights. (Sudtruments
are only mentioned in the preface and create nmatibn upon
companies to respect the principles elucidatedethdt

Linkage with other tools unclear: Since the Guidesi are being
taken up by companies as an ‘externally legitimipgdrarching
code of practice’ it is essential to understangdtential linkages
with g)ther instruments such as ISO 14001, the UNnisoor the
EITI.

Address only multinationals: Some have pointedtbat strictly
domestic companies are not included in the Guidslin
Nonetheless, the Guidelines do explicitly statet ttieey are
equally applicable to domestic and multinationakeprises-’
Weak investigatory, monitoring and reporting mechans:
‘IMJany of the operational aspects that civil sdgierganisations
perceive as essential for the credibility of theRG8itiatives are
lacking in this instrument*

Legitimacy gap: As a grouping of mostly industizald countries,
the OECD lacks the universal legitimacy of the UN.

Problems with NCPs: Five years after the NCPs weeated in
2000, NGOs and labour groups have found them to
unresponsive and unaccountable. This criticismreddd to most
NCPs including that of Japan, Korea, US, Ireland &pain.
Moreover, the NCPs did not do enough to promotezhiglelines.
The Canadian NCP has been similarly criticized &.gase raised

67

be



by a trade union in November 2004 concerning UMMPnihene
was still not addressed six months ldfer.

Relationship The OECD Guidelines are seen as complimentary ® @iobal

with other
instruments

Comments

Companies
involved

Contact
details

Reporting Initiative (GRI). While the former is ade of conduct, the
latter is a sustainability reporting framework. Shihe GRI indicators
can be used to measure and report on behaviorthieatGuidelines
endeavor to encourage. The GRI has published a&dhat matches the
Guideline’s principles with potential GRI indicasdf

‘The OECD Guidelines for Multinational Enterprises are theedt thing we have to an
comprehensive global corporate code of conduct. It is a key refergwioé of
international norms for business.” World Business Counfal Sustainable
Developmernif

‘They are the only multilaterally endorsed and comprehensive thigsgovernments
have negotiated, in which they commit themselves to help sabldems arising in
corporations.’ Trade Union Advisory Committée

‘As a multilaterally agreed standard the OECD Guidelines are esfiyesiow to change,

and should therefore be viewed as a minimum benchmark upon wthieh specialist

standards can be built. Compliance with the OECD guidelinesriainly necessary but
not sufficient to meet the needs of either businesses or staeholders.” World

Business Council for Sustainable Developrient

‘[A]ln increasing number of civil society organisations feelttthe [Guidelines] should
at least be tested and that the procedure does provide somef fdressing the issue
at Governmental level. There have also been examples reported whive pations
were taken by companies after complaints were raised against tbesmObenziel’

Companies such as Philips, Intel, Imperial Toba&a;he have publicly
acknowledged the Guidelines and employed them mmdéating an
approach to CSR.

Canada's National Contact Point
Room C6-273

125 Sussex Drive

Ottawa, Ontario

Tel: 613-996-3324
Fax: 613-944-0679

E-mail: ncp.pcn@internationa.ca
Website: www.ncp-pcn.gc.ca/national_contact-en.asp

TUAC

Trade Union Advisory Committee to the OECD
Ms. Veronica Nilsson

26, avenue de la Grande Armée

75017 Paris
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France

Tel: +33 1 55-37-3737
Fax: +33 1 47-54-9828

Website: www.tuac.org

Key http://www.tuac.org/publicat/guidelines-EN.pdf

Resources

The OECD Guidelines in Corporate Engagement

Institution Assets

Manner employed

British Columbia Investment $67.3 billiort®

Management Corporation  (about three-
quarters of this
IS public sector
pension funds)

Communications,
Energy and Paperworkers’
Union of Canada

F&C Asset Management  £127.6 billiorf
(UK)

Fonds Batirente $587 milliorf?
France, Netherlands N/A
JustPensions N/A

Voting Proxy Guidelines states that
companies are expected to act in
accordance with the OECD
Guidelines'®

In November 2004, the Union
contacted Canada’s NCP to review
Guidelines breaches by the
Finland-based UPM Kymmene. The
company had announced the closure of
a pulp mill and was uncooperative in
negotiating a renewal of the collective
agreement. Moreover, union leaders
had been suspended by for their trade
union work.

In its Statement of Principles, F&C
states that its corporate social
responsibility practices are guided by
‘generally accepted international
standards’, amongst others, the
OECD Guidelines!

Affirms commitment to the OECD
Guidelines®

Companies must declarecstifigy
the Guidelines in writing to be
eligible for taxpayer-funded export
credit guarantees in both countries.

In recommendations drafted by Ror
Sullivan and Craia MacKenzie, Jt
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Shareholder Association for N/A
Research and Education
(SHARE)

Trade unions in Czech N/A
Republic, Finland and
Sweden

Trade Union Advisory N/A
Committee

Trade Unions in European  N/A
Union

United Steelworkers and
Transport & General Workers
Union (UK)

Various trade unior& N/A

Case Brief: Trade union movement

Pensions recommends that pension
funds include the OECD Guidelines
in their proxy voting guideline¥’

Share recommends that pension funds
include the OECD Guidelines in their
proxy voting guidelines.

Lobbying governments to link the
provision of export credits to national
companies to compliance with the
Guidelines (see France, Netherlands
below).

Suggests that pension fund trustees
use the Guidelines as ‘benchmark
criterion’ or as the basis of
shareholder resolutiors.

Demanded that reference to the
Guidelines be made in bilateral
investment treaties with non-EU
countries. Accordingly, in the text of
its free trade agreements, the EU and
the other signatories ‘jointly remind
their multinational enterprises of their
recommendation to observe the
OECD Guidelines wherever they
operate 2

Asked their respective NCPs to
investigate Imerys for abusive
workplace conduct’

In total, trade unions around the
world have brought 60 cases before
the various NCPs.

The following is an excerpt from an article in M2905 by the Global Union Research
Network® regarding the use of the OECD Guidelines by tratens:

‘Despite the fact that not all NCPs are performing adequatelge tunions are still using the Guidelines.
When part of a negotiating strategy or a campaign, the Guidddaeesne an additional instrument to put
pressure on a company. In some of the cases concerning restgictinei Guidelines have been used to
obtain a better result in the negotiations with the emploliee. Guidelines, however, cannot prevent a
company from closing down a plant. The Brylane/PPR case [see elzetyw for details] is an example of
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a Guidelines case being part of a campaign against a company, wtéezh srccessfully with the union
gaining recognition....

Based on our experiences with the Guidelines, waldvdraw the following lessons.
First, a trade union must be clear over the goanutaising a case. What does it want to
achieve by raising a case? What is the likely aue® Before putting time and resources
into a case, the union should be aware of the ppidisss and not have unrealistic
expectations. The Guidelines are not the ultimatati®on, but they can play a role in
addressing corporate malpractice. Secondly, casss$ be well prepared. Although the
implementation procedure is not juridical, case®ousth be well documented. A
submission should explain how the Guidelines haaenbviolated. Thirdly, we need to
improve inter-trade union co-operation when raistages. It is important that relevant
national and international organisations, notalfig Global Union Federations, are
informed and that cases that concern several deantire co-ordinated. Fourthly, the
Guidelines are essentially a tool for social diakegThey could be used more proactively
in contacts with companies. Two framework agreemeuntrently refer to the Guidelines.
Fifthly, the Guidelines need to be linked to otkeategies. They should form minimum
requirements for corporate conduct. Governmentsildhensure that the Guidelines are
respected in public procurement and only compathiasobserve the Guidelines should
be eligible for public subsidies.’

The Brylane/PPR case cited above is discussed Below

‘The conduct of Brylane Inc, a US subsidiary to the FrencauiPrintemps-Redoute (PPR), was raised
with the US NCP in the beginning of July 2002 by thettd8e uniororganisations UNITE and AFL-CIO.

It was also brought to the attention of the French NChheyOFDT, CGT and FO. In addition, the FNV
raised the case with the Dutch NCP on the grounds that PERvated Gucci, which was headquartered
in the Netherlands. The same case was also submitted to theaAUWEP in October by the Austrian
Clean Clothes Campaign.

The reason for the case was that Brylane did not respect the esgldght to organise. In response to the
workers’ efforts to form a trade union, it was alleged thgta®e initiated a campaign of harassment and
intimidation. The US NCP contacted the French NCP about thewhse the Dutch NCP replied that the
case was not relevant to the Dutch NCP. Likewise, the Austi@ éNd not find the case admissible in the
Austrian NCP. In November, UNITE renewed its request td#BeNCP as it had not received a response.
UNITE withdrew the case in January 2003 after it had reached aarmagnt with Brylane to have a card
check ballot to determine whether the employees wanted to be repeebgriNITE or not. UNITE won
the card check ballot on 29 January, and later a collective bargaigingment was signed. Despite the
passivity of the US NCP, the case helped to enable PPR toyj@n@&to comply with the Guidelines.’

Notes

! OECD member states include: Austria, Belgium, Canada, Denmaricd; Germany, Greece, Iceland,
Ireland, ltaly, Luxembourg, the Netherlands, Norway, Portugjadin, Sweden, Switzerland, Turkey, the
United Kingdom, the United Stat e s, Japan, Finlandiralies New Zealand, Mexico, the Czech
Republic, Hungary, Poland, Korea and the Slovak Republic. Merenon-OECD members including
Argentina, Brazil and Chile, Estonia, Israel, Lithuania and&i@ have also adopted the Guidelines.

2 OECD Guidelines, Chapter 2, paragraph 2.
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% Oldenziel, Joris, ‘The added value of the UN Norms: A comjvaranalysis of the UN Norms for
Business with existing international instruments’, AmsaenrdSOMO Centre for Research on
Multinational Corporations, April 2005, p. 8. Available at
<http://www.somo.nl/html/paginas/pdf/UN_Norms_repofi02 EN.pdf>

* World Business Council for Sustainable Developmissye Management Tod\ccountAbility, October
2004, p. 16. Available at: <http://www.wbcsd.org/web/rdilons/accountability-codes.pdf>

® Smith, Gare, ‘The BTC Pipeline Case Study: Following Tigtoon Global Compact Commitments’, in
Embedding Human Rights in Business Practidaited Nations Global Compact Office and Office of the
United Nations High Commissioner for Human Rights, MaG9%, pp. 69-80. Available at:
<www.unglobalcompact.org/content/NewsDocs/EHRBP.pdf>

® World Business Council for Sustainable Developmissye Management Tod\ccountAbility, October
2004, p. 16. Available at: <http://www.wbcsd.org/web/pedtlons/accountability-codes.pdf>

"World Business Council for Sustainable Developmissye Management Tod\ccountAbility, October
2004, p. 16. Available at: <http://www.wbcsd.org/web/pedtlons/accountability-codes.pdf>

8 Oldenziel, Joris, ‘The added value of the UN Norms: A comjparanalysis of the UN Norms for
Business with existing international instruments’, AmsaendSOMO Centre for Research on
Multinational Corporations, April 2005, p. 8. Available at
<http://www.somo.nl/html/paginas/pdf/UN_Norms_repofi02_EN.pdf>

° World Business Council for Sustainable Developmissye Management Tod\ccountAbility, October
2004, p. 16. Available at: <http://www.wbcsd.org/web/rdilons/accountability-codes.pdf>

1 OECD Guidelines, Chapter 1.

' Oldenziel, Joris, ‘The added value of the UN Norms: A comjvarahalysis of the UN Norms for
Business with existing international instruments’, Angden: SOMO Centre for Research on
Multinational Corporations, April 2005, p. 9. Available at
<http://www.somo.nl/html/paginas/pdf/UN_Norms_repofi02 EN.pdf>.

12 http://www.tuac.org/statemen/communig/ncpsbmssnjune2006E.pd

13 Global Reporting Initiative, ‘Synergies between the OECDd@liries for Multinational Enterprises
(MNESs) and the GRI 2002 Sustainability Reporting GuidgslinJune 2004. Available at:
<http://www.globalreporting.org/about/OECDSynergies.pdf>

14 World Business Council for Sustainable Developmisstje Management Tod\ccountAbility, October
2004, p. 16. Available at: <http://www.wbcsd.org/web/pedtlons/accountability-codes.pdf>

5 TUAC, ‘A Users Guide for Trade Unionists to the OECDid&lines for Multinational Enterprises’,
Available at: <http://www.tuac.org/publicat/guidelines-EN »df

6 World Business Council for Sustainable Developmisstje Management Tod\ccountAbility, October
2004, p. 16. Available at: <http://www.wbcsd.org/web/rdilons/accountability-codes.pdf>

7 Oldenziel, Joris, ‘The added value of the UN Norms: A comjvarahalysis of the UN Norms for
Business with existing international instruments’, AmsierdSOMO Centre for Research on
Multinational Corporations, April 2005, p. 8. Available at
<http://www.somo.nl/html/paginas/pdf/UN_Norms_repofi02 EN.pdf>

18 Funds under management as of 31 March 2005. Available at:
<http://www.bcimc.gov.bc.ca/about/companyprofile.asp>

19 British Columbia Investment Management Corporation, ‘Caxf@oGovernance and Proxy Voting
Guidelines’, October 2003. Available at:
<http://www.bcimc.gov.bc.ca/publications/pdf/ProxyVoting&alines.pdf>

2 Funds under management as of 30 June 2005. For updatess fige:
<http://www.fandc.com/aboutus.asp?pagelD=1.1.2>

2L F&C Asset Management, ‘Statement of Principles’ in AnnualoRef004, p. i. Available at:
<http://www.fandc.com/uploadfiles/co_gen_csr_annual_report.paf>

%2 Fonds Batirente, Communiqué to Members, 22 June 2005.ablaiht:
<http://www.batirente.qc.ca/en/pdf/CRA795A 200506v3.pdf>

Z Fonds Batirente, Annual Report 2004. Available at:
<http://www.batirente.qc.ca/en/pdf/AnnualReport2004.pdf>
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4 JustPensions, ‘Model Statement of Investment Principlesnaplémentation Policy - Responsible
Investment’, April 2005. Available at: <http://www.uksifg/J/Z/Z/lib/2005/files/04/jp-trtk/jp-
trusteetoolkit-2005-SIP.pdf>

= Nilsson, Veronica, ‘The OECD Guidelines for MNEs as a TooPension Fund Trustees and
Shareholder Resolution®ension News3, Canadian Labour Congress, March 2003, p. 13.

% Aaronson, Susan Ariela, ‘Minding Our Business: What thigdd States Government has done and can
do to Ensure that U.S. Multinationals Act Responsiblyaneign Markets’, 59(1), June 2005, p. 184.

2" United Steelworkers (USW), Press Release: ‘United SteelwoFkarss Up With UK Union, Trade
Union Federations To Expose Imerys' Anti-worker Cond@&’April 2005.

2 See TUAC web-site for details: <www.tuac.org/statemen/commiisigfcasesMai5e.pdf>

29 The OECD Guidelines for Multinational Enterpriselsiternational Union Rights12(1), 2005.

Available at: <http://www.gurn.info/topic/oecdgdl/art_iurp8f>; Also see the Global Union Research
Network’s page on the OECD Guidelines at: <http://www.gnfo/topic/oecdgdl/>

30 TUAC Internal Analysis of Treatment of Cases Raised with dfeti Contact Points’, February 2005, p.
9. Available at: <http://www.tuac.org/statemen/communigficsteesFeb05WithAnnexes.pdf>
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Social Accountability 8000

Summary

Who?

Issues

Overview
&
Operation

The SA8000 standard is a voluntary global auditak
code on labour standards that can be employedlIlfor
sectors.

SA8000 was developed in 1996 by the non-profit &oaccountability

International (SAI) through an international mudtakeholder process.
SAl's Board of Directors have a fiduciary duty tovgrn SA8000 and
have appointed an Advisory Board comprised of regmeatives from
business, civil society organizations, trade unigwially responsible
investors and government. The Maquila Solidaritywéek is currently

the lone Canadian representative on the Advisor&o

The SA8000 system became fully operational in 1998.
Labour standards, facility certification, assurance

SA8000 attempts to overcome many of the difficsltessociated with
ensuring respect for labour standards down thelgugmain. It is based
on ILO conventions, the Universal Declaration ofnitn Rights, the UN
Convention on the Rights of the Child and 1ISO mamagnt system
standards. The ILO conventions provide the basishe definitions and
management systems that enable the creation ofuditable system
aimed at ensuring that certain labour standardsrete The standard is
applicable to firms of differing sizes, in diffetesectors and in any
location.

SA8000 sets standards for child labour, forced uabbealth and safety,
freedom of association and the right to collectivmrgaining,
discrimination, disciplinary practices, working eutand compensation.
Adhering companies must create a Social ManageBysiem to ensure
both compliance and continuous developnfein. those jurisdictions
where unionization is restricted, SA8000 encourageemental change,
communication between workers and management, ralgles space for
workers to protect their rights and interests.

The certification process begins with an interrsdessment followed by
the requisite management and policy changes ideatlfy that initial

assessment. At this stage the assessment auddnduated. This is
followed by a full facility certification every tlee years in addition to
surveillance audits every 6 to 12 months dependimy previous

compliance and performance. Companies can choogettmvolved in

the Corporate Involvement Program to further dgvelmeir evaluation,

implementation and external communication toolsisTdption includes
annual progress reports verified by SAI.
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Strengths

Weaknesses

SA8000 auditors are certification firms and NGOsttthave been
accredited by SAIl. The process of accreditatiostlfirinvolves an office
audit including interviews with staff (at the amalnt’'s office). This is
followed by observation of auditors conducting a8880 audit and
periodic surveillance audits thereafter. Accredtatis valid for three
years. Responsibility for the accreditation processts with the SAl
Accreditation Review Panels (including membershef Advisory Board).

Any individual or organization can lodge a complairth SAI regarding
practices at a certified facility.

Auditable: SA8000 has succeeded in both developamgl
implementing (through verification systems and gyakraining
programs for facility managers and auditors) anitabtk code
that enables ‘rigorous compliance auditing at factevel.”
Connection to management systems: SA8000 enables
management systems to embed the standard into oynmadicy

and operations. It helps establish ‘training progrees,
communications, elected representatives, management
representatives, clear lines of authority, managenmeviews,
control of suppliers and planning and policiés.’

Support from the international trade union movemamd civil
society: SA8000 auditable approach is welcomed. In aduljtits
normative base (ILO conventions, UN instruments)séen as
legitimate.

Biased towards larger corporations: Due to thescassociated
with compliance, SA8000 is less feasible for snmadiled medium
sized enterprises. Moreover, the SA8000 does noguine
multinational companies to pay for audits at sugrdiacilities.
Questions regarding integration with existing masmagnt
systems: Not clear whether SA8000 can be used taylenes to
foster the necessary changes within the manufacamé down
the supply chain and not just at site facilities.

Limited adoption by mass-market retailers: amorajkers, two
key issues preventing wider adoption is confusiooua standards
and a demand for low implementation costs.

Relationship Instruments that also aim to ensure labour stasddwdugh verification

against a code include the UK-based Ethical Tradimigative and the

instruments Clean Clothes Campaign. SAl is working with orgatians such as the
Fair Labor Organization and the Ethical Tradingi&tive on exploring

opportunities for convergence amongst the diffeagptroache8.

with

other

While SA8000 and AA1000 are similar in their metblmdjical approach
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Comments

Companies
involved

Contact
details

, the AA1000 allows the organization decide thepscof the system
(including or precluding some labour issues) andpleasizes a
stakegolder engagement approach to accountingtiragidind reporting
issues.

The GRI views SA8000 as a complementary tool. Bted tool focuses
on labour conditions unlike the wider scope of@fel. SA8000 provides
a verification and reporting mechanism whereasaRé focuses on
standardizing a sustainability reporting framew@Rl and the GRI are
currently developing a joint reporting tool.

SAl views SA8000 as being highly complementary witie Global
Compact principle8.

‘Integration with internal business management processes @y ahallenge. SA8000
has succeeded in developing the code, audit procedures and triginingrifiers
(including collaborative training with trade unions and N&®@s enable rigorous
compliance auditing at factory level. However, for companies atethding end of the
supply chain the key question is whether such a system ist@ldrable necessary
changes both within the manufacturer and along the supply ‘chéorld Business
Council for Sustainable Developm@nt

‘The provisions in the SA8000 code are stronger and thejukage more detailed and
precise than those of company codes and most other multi-sidgekodes, such as
that of the Fair Labour Association (FLA).” Maquila SolidafNetwork™

Most companies adopting SA8000 are either retailmamufacturing
(clothing, toys and shoes) operations. Compani#swell-known brands
are especially interested. Since it was based Omi&@nagement systems,
SAS8000 is well suited to IS 14001 and ISO 9000iftedt "

The over 120 companies in 27 countries adopting 0BA8have total
annual revenues of $106 billidh.At mid 2005, about 710 production
facilities in 45 countries with 436,000 workers Haekn certified® This
includes 99 facilities in China.

Social Accountability International
220 East 23rd Street, Suite 605
New York, NY 10010

Tel: 212-684-1414
Fax: 212-684-1515

Email: info@sa-intl.org
Website: www.sa-intl.org
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SA8000 in Corporate Engagement

Institution Assets Manner employed

New York City Pension Funds US$ 87 billiort® In 2001 and 2002, the Funds
proposed over a dozen
resolutions based on the
SA8000 standard. See below for
example.

New York City Pension Funds  US$ 87 billion The Fsiiade a member of the
SAIl Advisory Board.

Winslow Management $215 million Votes for shareholder proposals

Company suggesting companies
implement the SA8000
standard?®

Shareholder Proposal exampl€

Filed with: Lowe's Companies, Inc.
Filed by: New York City Pension Funds

Date filed: April 16, 2001
Annual Meeting date: May 25, 2001

The third proposal to be voted upon at the Annual Meeting tigkshareholders to consider a proposal of
the Comptroller of the City of New York, as custodian andtee of the New York City Teachers'
Retirement System (the "System"), 1 Centre Street, New York,18007-2341, owner of 1,361,292
shares, who has notified the Company in writing of theeBys intent to present the following resolution
at the Annual Meeting:

"Whereas, Lowe's Companies, Inc. currently has extensive oversgasians, and

Whereas, reports of human rights abuses in the overseasiatbsidnd suppliers of some U.S.-based
corporations has led to an increased public awareness of theempsoloif child labor, "sweatshop”
conditions, and the denial of labor rights in U.S. corgooaerseas operations, and

Whereas, corporate violations of human rights in these overspeaations can lead to negative publicity,
public protests, and a loss of consumer confidence which carah@gative impact on shareholder value,
and

Whereas, a number of corporations have implemented independeitbringnpilot programs with
respected local human rights and religious organizationsaiogstren compliance with international human
rights norms in selected supplier factories, and

Whereas, the Council on Economic Priorities has establishesjsapr of independent monitoring known
as the SA8000 Social Accountability Standards, and

Whereas, these standards incorporate the conventions of theatitieal Labor Organization (ILO) on
workplace human rights which include the following principles
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1. All workers have the right to form and join trade usi@md to bargain collectively. (ILO Conventions
87 and 98)

2. Workers representatives shall not be the subject of disaiimin and shall have access to all workplaces
necessary to enable them to carry out their representation fumdlio® Convention 135)

3. There shall be no discrimination or intimidation in emgpient. Equality of opportunity and treatment
shall be provided regardless of race, color, sex, religioftjgablopinion, age, nationality, social origin, or
other distinguishing characteristics. (ILO Convention 106 &)

4. Employment shall be freely chosen. There shall be no uk®aa, including bonded or prison labor.
(ILO Conventions 29 and 105)

5. There shall be no use of child labor. (ILO Conventio8),18nd,

Whereas, independent monitoring of corporate adherence to thedardtais essential if consumer and
investor confidence in our Company's commitment to humdutsrig to be maintained,

Therefore, be it resolved that the Company commit itselfaédut implementation of the aforementioned
human rights standards by its international suppliers mitd own international production facilities and
commit to a program of outside, independent monitoringpaipliance with these standards."

Notes

! Social Accountability International, ‘About SAI'. Available ahttp://www.sa-
intl.org/AboutSAl/Boards.htm>

2 Gobbels, Math and Jonker, Jan, ‘AA1000 and SA8000 compai®dtematic comparison of
contemporary accountability standarddanagerial Auditing Journall8(1), 2003, p. 56.

% World Business Council for Sustainable Developmissye Management Tod\ccountAbility, October
2004, p. 30. Available at: <http://www.wbcsd.org/web/pedtlons/accountability-codes.pdf>

* Leipziger, DeboralThe Corporate Responsibility Code BpGieenleaf Publishing, 2003, p. 156.

® World Business Council for Sustainable Developmissye Management Tod\ccountAbility, October
2004, p. 30. Available at: <http://www.wbcsd.org/web/rdilons/accountability-codes.pdf>

® Social Accountability International, ‘Other Standards’. Avagadt: <http://www.sa-
intl.org/index.cfm?fuseaction=Page.viewPage&pageld=507&pareniiB=4

" Gobbels, Math and Jonker, Jan, ‘AA1000 and SA8000 compadtematic comparison of
contemporary accountability standarddanagerial Auditing Journall8(1), 2003, p. 56.

8 Social Accountability International, ‘Other Standards’. Avd#adt: <http://www.sa-
intl.org/index.cfm?fuseaction=Page.viewPage&pageld=507&pareniiB=4

° World Business Council for Sustainable Developmissye Management Tod\ccountAbility, October
2004, p. 30. Available at: <http://www.wbcsd.org/web/prdtlons/accountability-codes.pdf>

19 Maquila Solidarity Network, ‘Can Commercial Auditing PramdVorker Rights?’, August 2001.
Available at: <http://www.maquilasolidarity.org/resources/cadeso8.htm#A>

M eipziger, DeboratThe Corporate Responsibility Code Bp@Gkeenleaf Publishing, 2003, p. 156.

12 AccountAbility, International Standards for Corporate Resitmlity. Available at:
<http://www.accountability.org.uk/resources/default.asp?pagdie=

13 Social Accountability International, figures as of 30 Jur@52@wvailable at: <http://www.sa-
intl.org/index.cfm?fuseaction=document.showDocumentByID&nbDdé&k.DocumentID=60>

4 These include five different New York City employee pensionsi$: New York City Employees'
Retirement System (NYCERS); the Teachers' Retirement Systédma Gity of New York (TRS), the New
York City Police Pension Fund Subchapter 2 (POLICE ); Nexk City Fire Department Pension Fund
Subchapter Two (FIRE); and the New York City Board of EdanaRetirement System (BERS).
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5 value of the five funds as at March 31, 2005. Available at:
<http://www.comptroller.nyc.gov/bureaus/bam/pension_fistdm>

16 Winslow Management Company, ‘Proxy Voting Guidelinesebruary 2005, p. 38. Available at:

<http://www.winslowgreen.com/docs/company/Winslow%20P#6R9Policy.pdf>
I Available at: <http://www.thecorporatelibrary.com/research/shideho
proposals/FullText.asp?Company_ID=13756&Resolution_13&6roxy Season=2003>
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United Nations Global Compact ( V

Summary The Global Compact is a multi-stakeholde \\ | 4
voluntary initiative that UN Secretary-Geners L
Kofi Annan spearheaded in 1999. Participan ir GLOBAI
pledge to abide by its ten principles, which ai  COMPACT
rooted in key international instruments.

Who? Announced by the Secretary-General at the Worldn&eoc Forum in
Davos in 1999, the Global Compact was launchedly 2000. Enjoying
the strong support of the Secretary-General, thab&|Compact Office
operates largely outside the UN bureaucracy.

Issues Human rights, labour standards, environment, coioap

Overview The GC principles are based on the Universal Dattar of Human

& Rights, the ILO Declaration on Fundamental Priresphnd Rights at

Operation Work, the Rio Principles of Environment and Develgmt, and with the

addition of the tenth principle against corruptiom 2004, the UN
Convention Against Corruption. The GC brings togethhese pre-
existing instruments and casts them as businesmitorants.

Like the UN Norms, the GC calls on companies tgfsrt and respect’
human rights ‘within their sphere of influence’iis first principle. The
guidelines to the principles indicate that thegghts are based on the
UDHR which was elaborated in the International Gwaré on Economic
and Social Rights and the International CovenanCosil and Political
Rights. This includes basic rights such as liféeity, security and
freedom from torture, slavery, arbitrary arrestymdvement, of religion,
of expression as well as a right to educationdfahelter and so forth.
Some guidance is provided as to the definitionsphere of influence’
but it is acknowledged that it is an emerging cgbce

Principle 2 obligates companies to ensure that Hreynot complicit in
human rights abuses. There are several levels raplaty: first-order
(helping to design and implement policies that atel human rights),
second-order (knowledge that products or servicesldvbe used for
repression), third-order (indirectly benefitingritdghe repressiort.)

The next four principles address labour rights abligate companies to:
(3) uphold the freedom of association and the rigiht collective

bargaining, (4) eliminate forced labour, (5) abwlishild labour, (6)

eliminate discrimination. These are based on tobee‘dabour standards’
identified by the 1998 International Labour Orgatian’s Declaration of
Fundamental Principles and Rights at Work. Thers baen some
controversy surrounding the selection and contéttieocore standards in
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the Declaration — see the section in the ILO Datian for more
information. Principle 7 obliges businesses to téke ‘precautionary
approach to environmental challenges’ that was gseg in the Rio
Declaration. The ninth principle encourages the ettgyment of
environmentally friendly technologies. Finally, ttenth principle, added
in June 2004, calls on businesses to work agadlinfstrens of corruption.

The Global Compact is unique in that it is backgdgbvernments and
there is little debate regarding the legitimacytsfprinciples as the G8’s
endorsement of the GC in 2003 illustrates. None#®lit is non-binding
and does not provide for any enforcement or momigomechanisms (as
traditionally construed). Rather they are promatian nature.

Companies join by sending a letter of support te WN Secretary-
General and publicly advocating its principles. @ames are expected
to incorporate the principles into their day-to-dagtivities and culture
and periodically submit a ‘communication in progreslescribed below.

Supporters of the GC envision it as a learningrforlihe underlying idea
is to promote constructive policy dialogue and mparships amongst
corporations and civil society. To this end, the fadllitates a web portal
of case studies and examples of best practicesan@&s annual
conferences, arranges voluntary policy dialoguesp@tific themes such
as HIV/AIDS or conflict management and supports tireation of

national networks (note: there was no Canadian ar&twestablished at
the time of writing).

Within two years of joining the GC, companies musibmit a
‘communication in progress’ or risk removal fronet&C’s activities and
right to use the logo and participate in eventscdnmunication in
progress entails a description of the company’svities, a statement
from an executive, discussion of how the comparg/ ihlemented the
principles and the outcomes. These submissionsare way monitored
by the Global Compact Office.

In 2004, due to ongoing criticism, a formal meckamiwas established
whereby complaints against a hon-complaint compzary be registered
with the GC Office which then endeavors to resdlve matter. In any
event, the Global Compact Office reserves the rightremove a
company’s name from the list if they are found &wvén violated human
rights although there appears to be no systempagioach in this regard.

The GC is governed through the Global Compact ©ffits Advisory

Council (appointed by the Secretary-General) andffiiated with the
ILO, UNEP, UNHCHR, UNIDO and UNDP.
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Strengths

Weaknesses

Generates arguments, evidence and publicity: Us&th network
to encourage and disseminate practices and ideaslltstrate
that compliance with the principles is in best iatts of
corporations.

Soft law is better than no law at all: Hard law sdo to that
envisioned in the UN Norms is not possible at themant.

Supporters of the GC de-emphasize the either/alaegy versus
voluntary approach to promoting CSR debate. Theisséeen as
complementing rather than undermining other initeg such as
the UN Norms or OECD Guidelines which take a movasit

regulatory approach.

Existence of hyper-norms and learning network helpsse
corporations that truly want to change. Participati and
networking provide practical guidance on how to lenpent the
ten principles.

Provides leverage to critics: Civil society orgaatians can
employ a given company’s public commitment to thkhal

Compact to demand action.

Unintended consequences: Supporters argue thatdlegm of a
corporation’s initial motives for joining the GCit icould

nonetheless encourage adoption of at least some g@ztices.
‘Many supporters envision a creeping process afrareation. ..’

Principles are insufficient and vague: By desidre GC principles
are not specific criteria of performance. For exEmpamongst the
labour principles, the only explicit reference #0OIl standards is
regarding the child labour conventibriThere is no mention of
standards of living wages, health and safety, hotirgork and right
to security of employmerit.

Guidelines for implementing them are vague: the roemtary on
implementing the principles is seen by some asadk detail?

No external verification: Many critics favour a i verification
system. The GC Secretariat indeed acknowledgestikaprinciples
are aspirational in nature.

Blue-wash: Many in civil society and academia argtieat
corporations will sign up to the GC solely for pigbrelations
purposes in a ‘reputation management’ pléydeed, many argue that
corporations are getting a ‘free ride’ and that tBE represents
‘institutional capture’ by big busineS§s.

Self-selection: Some critics contend that the G wat create norm
diffusion because participants are self-selecting ¢éhere are not
enough major US players. Maximizing number of ggsants should
not be initial goal — idea is too truly convincéesv important ones.
Reliance on Secretary-General Kofi Anfiafihe GC has enjoyed the
strong support of Mr. Annan which has enabled it dperate
innovatively outside the UN bureaucracy. It is mb¢ar that this

82



Relationship
with other
instruments
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involved
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support will be forthcoming from a future Secret&gneral.

The Global Compact is seen as a complementarytdaather instruments
of corporate social responsibility such as the OEGDidelines for
Multinational Enterprises and the various ILO camiens® As
previously noted, the Global Compact draws on thevéfsal Declaration
of Human Rights, the ILO Declaration and the UN @mtion Against
Corruption.

‘The Compact was simply not what some wanted it to be, anthrexjons to the
contrary were ignored. In recent years, a growing number dfstiziety organizations
have accepted the idea that the Compact is not about monitoringesasdirement, and
that engagement through learning, dialogue and concrete actiors cuplement
efforts to improve corporate social and environmental performaaeerg Kell, Global
Compact Officé

‘It is a global amalgamation of strategic and wide public pdiéayning networks that
cultivates integrative learning at both the organizational andanktievels through
interorganizational interaction.’Georg Kell and David Lé®in

‘While the aims of the Global Compact may be commended as adeiisbsuccess in
achieving consistent and systematic reform of corporate actastypben minimal.’ Lisa
Whitehous&*

‘At the end of the day, the Global Compact is little more tharinstrument of rhetoric.
It has indeed raised awareness of the issues involved, bdtim wie corporate world
and the UN itself, which is an important first step, lusino more than that.’ David
Kinley & Junko Tadak?

There are over 2,270 companies involved from 80nt@s. Several
critics cite the lack of major US companies althoubere are a few
exceptions such as Gap, Cisco Systems, Dupont,dtefrdckard, Pfizer,
Nike and Starbucks.

Canada appears to be under-represented with onpaliipants. These
include: Nexen, Petro-Canada, Hudson’s Bay, Pl&mne, Talisman,
Alcan and Barrick Gold.

The Global Compact Office
United Nations

Room S-1881

New York, N.Y. 10017
USA

Email: globalcompact@un.org
Website: www.unglobalcompact.org
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The Global Compact in Corporate Engagement

Institution Assets

Manner employed

ATP E40.86

F&C Asset Management  £127.6 billiort

(UK)

Fonds de Reserve (France)

Ontario Public Service $10.5 billion'®

Employees Unions (OPSEU)

New Zealand SuperannuationNZ$7 billion
Fund

Pen-Sam (Denmark) E6.5 billion

Shareholder Association for N/A
Research and Education
(SHARE)

Uses Convention Watch, a SRI
screening service developed by
EIRIS that uses the GC as a
framework**

In its Statement of Principles, F&C
states that its corporate social
responsibility practices are guided by
‘generally accepted international
standards’, amongst others, the
Global Compact®

Asks fund managers arheth
companies invested in are compatible
with GC

Filed a 2003 shareholder proposal
citing the GC with Sears Canada (see
below).

Subscribed to Global Compact Plus, a
research tool developed by Innovest
Strategic Value Advisors to rank
companies based on their adherence
to the GC's principle$’

Uses Convention WadcSRI
screening service that uses the GC as
a framework®

The Vancouver-based SHARE has
included the Global Compact as an
important international standard to
guide Canadian pension funds in
voting their shares in its ‘Model
Proxy Voting Guideline$' Pension
funds should employ the Global
Compact in encouraging companies
to implement, monitor and report on
progress on the ten principles.
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Shareholder proposal example

In 2003, the Ontario Public Service Employees Un@ong with several other

shareholders filed a shareholder proposal with sSe@anada regarding working
conditions at suppliers. The proposal appears balmhincludes references to the Global
Compact, the ILO Declaration of Principles and Rsglat Work and the OECD

Guidelines for Multinational Enterprisés.

Filed with: Sears Canada
Filed by: Working Enterprises, Real Assets Investment Managemérnc. and the Ontario Public
Service Employees Unions’ Staff Pension Plan

SEARS CANADA BUYING POLICY

Whereas

Consumers continue to be seriously concerned about whethéreatmosking conditions and the absence
of a living wage exist in facilities where the products they dme produced or assembled (Crop, 1998) and
are prepared to boycott retailers because of concerns about thesr(gikos Reid, 2000);

The Company’s shareholders are concerned about the potential viersedinancial effects on the
Company and shareholder value as a consequence of failure to effectorgtor working conditions in
facilities where the Company’s goods are produced. Consumeoti@yworker lawsuits, and divestiture or
avoidance by institutional investors are often the responmswétations of abusive working conditions;
Violations of fundamental labour standards are widespreadeimpparel manufacturing sector globally
(ILO, 2000);

The Sears Buying Policy does not include key elements of tleelabour standard of the International
Labour Organisation, a tripartite body of business, lalamar governments. For example, Sears Canada’s
policy permits suppliers to employ children younger thanltl® standard;

Our Company should disclose to shareholders informationtdimw it manages these risks, including the
names of firms hired as independent monitors, the frequencscape of their monitoring, and a summary
of their findings; and

Assurance that our Company has an effective code of conduct arighnngnprocess will increase its
attractiveness to investors and consumers. Alternatively, umtgrtabout the effectiveness of the
Company’s policy suggests that potential liabilities may lse@ated with Company activities;

RESOLVED

That the Shareholders ask the Board of Directors to:

1.Amend the Sears Canada Buying Policy and standard purchassctotdrreflect fully the principles
contained in the International Labour Organization (ILO) “Declaratbn Fundamental Principles and
Rights at Work”;

2.Establish an independent monitoring process that assessesraxdhto the amended Policy;

3.Report annually in writing on adherence to the amended Rblioygh an independent and transparent
process, the first such report to be completed by January 2004

SUPPORTING STATEMENT
The ILO Declaration on Fundamental Principles and Rights atkVdoe the most broadly accepted
international labour standards, based on the agreement of Wuslabsur and government. The
expectation that corporations will live up to this standardeinbodied in the United Nations Global
Compact and the OECD Guidelines for Multinational Corponatio
The ILO Declaration provides for:

- freedom of association and effective recognition of the tmghbllective bargaining;

- the elimination of all forms of forced or compulsory labjo

- the effective abolition of child labour and the protectiogyaing workers; and

- the elimination of discrimination in respect of employmamd occupation.
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An effective code of conduct that protects the Company andatshsbiders from adverse financial
consequences would include:
- anindependent and transparent monitoring program ingpleical religious, human rights and
workers’ organizations that are independent and well-respected,;
- atransparent reporting process;
- incentives, rather than premature termination of contracésdourage suppliers to raise labour
standards.
We urge shareholders to vote FOR this proposal.
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United Nations Norms on the “i\;\L‘* !/;'--’
Responsibilities of Transnational Corporations and T

Other Business Enterprises with Regard to Human Rilts

Summary The Norms on the Responsibilities of TransnatioGatporations and
Other Business Enterprises with Regard to HumamtRi¢he ‘Norms’)
are the widest ranging instrument on human rightndards for
multinational corporations. It is based on pre-xg international
standards.

Who? The Norms were adopted by the United Nations Sulmh@igsion on the
Promotion and Protection of Human Rights in Aug2803. The Sub-
Commission was made up of 26 experts elected byteCommission
on Human Rights.

The 53 state members of the UN Commission on HuRights declined
to adopt the Norms at its April 2004 meeting, optinstead to study and
report the scope and legal status’ of existing o social
responsibility instruments during the’6dession.

In an important reaffirmation, the February 200pam concluded that
the Norms are a basis for addressing the gap inutfierstanding of
businesses’ responsibilities with regard to humghts. On the basis of
the report, in April 2005 the Commission requedieat the Secretary-
General appoint a special representative on humightsr and

transnational corporatiorts.

Issues Labour rights (collective bargaining, forced labothild labour, working
environment, adequate standard of living), securdf persons,
environmental protection (precautionary principl&rruption, consumer
protection, development

Overview The preamble of the Norms makes reference to Sevdozen
& international conventions, standards, codes andratistruments from
Operation which they are derived. The novelty of the Normsthat while they
allocate the primary responsibility of protectingnian rights to states,
they obligate companies to ensure the respect daran rights ‘within
their respective spheres of activity and influehce.

Companies must exercise due diligence to avoigctyr or indirectly,
violating human rights or benefiting from humanhtig violations. They
must not undermine the rule of law and promoteeesfor human rights.

Because the Norms have not yet been adopted ByNh@ommission on

Human Rights, they have no formal legal stdt&sen if adopted by the
Commission, many — including the Government of @ana argue that
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Strengths

Weaknesses

they could not be binding on non-state actors sashmultinational
corporations. But they may have legal effects because they asedon
existing instruments or if they are referred toused by national and
international tribunal§.

Unlike other instruments, the Norms explicitly picde for

implementation in section H. Companies are calledooimplement and
report on their business practices vis-a-vis thentéo This obligates
companies to create internal structures and cdstratth a view to
compliance and pay reparations for cases of norptiante.The UN
would play a monitoring and verification role. &mtwould use national
law to ensure corporate accountability.

The Norms have been widely praised in civil socibyyorganizations
such as Amnesty International and Human Rights Wats well as
Canadian-based NGOs such as Friends of the Eaatiafl2), The North-
South Institute, Rights & Democracy, World Visionartada and
Canadian Business for Social Responsibilifjheir main strengths are
seen to be:

» Comprehensiveness: unlike most other instrumenhis, Norms
involve a complete agenda for transnational congsani

* Legitimacy: the Norms are based on existing widelgognized
UN, ILO and OECD conventions, standards and codésir
novelty is that they outline the responsibilitiek teansnational
corporations that spring from these instrumentgyTaso benefit
from the universal authority of the UN.

e Mandatory: if formally adopted, the Norms would, tiheory,
estaglish mandatory standards to which multinat®owrauld be
held:

* Supply chain: there is an explicit reference to pdypchain
responsibility ‘far beyond the weak phrasing of tRECD
Guidelines *’

Many multinational companies and their associatiossch as the
International Chamber of Commerce and the US Cotmrcinternational
Business have criticized the overall thrust of M@ms as shifting the
obligation to protect human rights from governmetds companies.
Interrelated weaknesses include:

« Contentious issues: Several other rights and didiga cited by
the Norms, such as the precautionary principle,eh&een
criticized as not having being established as metgonal law'*
Another example is the demand that companies tonzaes that
‘ensure an adequate standard of living’ is widebntested in
corporate, but also in academic, circles.
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» Lack of detail: Several important sections of theriNs are seen
as not sufficiently detailed and defined includinthe
precautionary principfé and the operation of the monitoring or
verification mechanisrt

* Encroachment: Many view certain sections of the mM¥oras
superfluous since they are addressed in more ditadther
instruments. These include corruption and antidasil{dealt with
in the UN Convention Against Corruption) and enmirgental
reporting (dealt with in the Global Reporting Iative and 1SO).

* Enforcement mechanism: weak and, in any case, theydtem is
already over-stretched and therefore effectivelifillfun any
verification or monitoring rolé?

* No business input: There was limited consultatiatth Wwusinesses
both during the drafting of the Norms and during gubsequent
effort to ratify and implement them.

The Office of the Global Compact views the Globainpact and the
Norms as complementary. Indeed, some see the yimdpdurpose of the
Norms as putting ‘into operation the two human tsgprinciples of the
UNGC.™® Moreover, the Norms are seen as operationalizing t
Universal Declaration on Human Rights for busine$$e

‘The UN Norms provide clarity and credibility amidst many a&ting voluntary codes
that too often lack international legitimacy, and provide éssldetail on human right
issues.Anthony Ewing’

‘The Norms will not, however, do much to clarify disputgdestions about the
obligations of multinationals.’ Detlev Vadfs

‘Whilst we welcome the comprehensive nature of the Norms, we that some areas
will certainly need greater clarification, in particular in relationdifferent industry
sectors.’ Business Leaders Initiative on Human Ritthts

‘We have a problem with the premise and the principle that thesare based on...
we see them as conflicting with the approach taken by othergfahts UN that seek to
promote voluntary initiatives.’ Stefano Bertasi, Internatid®ahmber of Commerée

A group of companies including the Gap, Hewlettiad, MTV

Networks Europe, The Body Shop, ABB, Novartis, Bays Bank, and
Statoil have formed the Business Leaders InitiabweHuman Rights.
This three-year programme, chaired by Former UNnHIpmmissioner
for Human Rights Mary Robinson, focuses on ‘roastitg)’ the Norms
but does not yet constitute a clear endorsementhef content or
approach. This process of ascertaining how the Na@n be applied will
continue until December 2036.

Office of the United Nations High Commissioner iuman Rights
8-14 Avenue de la Paix
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1211 Geneva 10, Switzerland
Tel: +41 229 17 90 00

Website: www.unhchr.ch

The Norms in Corporate Engagement

Institutional Investor Assets

Manner employed

Connecticut Retirement PlansUS$ 21.7 billiod?
and Trust Funds

Connecticut Retirement PlansUS$ 21.7 billion
and Trust Funds

Filed shareholder proposals
partly based on the UN
Norms.

Co-wrote guide to sourcing
standards, which urge

endorses the UN Norrfis

Ethical Funds Company $2 billith Refers to UN Norms in
Proxy Voting Guideilne$

New York City Pension US$ 87 billiorf’ Shareholder Proposals (5

Fund$® companiesy in 2004, 2005,
agreement reached before
vote

New York City Pension US$ 87 billion Co-wrote guide to sourcing

Funds standards, which urge
endorses the UN Norifts

Case Brief New York City Pension Funds

The 2004 proxy season saw the first shareholdgrgsiads that made mention of the UN
Norms. The five New York City pension funds havemeioneering in this respect by
submitting over a dozen such proposals. In 2005 finds withdrew their proposals at
four companies — VF Corporation, Flour CorporatiGeneral Mills and Best Buy — after
securing commitments to improve human rights pediciFor example, in its response to
the fund’s proposal Flour Corporation agreed ‘tdrads the basic tenets embodied in the
International Labor Organization conventions onkptaecce human rights, as well as the
United Nations’ Norms on the Responsibilities ofafignational Corporations with
Regard to Human Rights, as set forth in [the] psapd®

Shareholder Proposal exampl&

Filed with: Bausch & Lomb Incorporated
Filed by: New York City Employees Retirement System (NYCERS)
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Whereas, our company currently has extensive overseas operatibns, an

Whereas, reports of human rights abuses in the overseas igtiésichnd suppliers of U.S.-based
corporations has led to an increased public awareness of theempsollf child labor, “sweatshop”
conditions, and the denial of labor rights in U.S. corgooaerseas operations, and

Whereas, corporate violations of human rights in these ovenpeaations can lead to negative publicity,
public protests, and a loss of consumer confidence which carah@gative impact on shareholder value,
and

Whereas, a humber of corporations have implemented independeitdnng programs with respected
human rights and religious organizations to strengthen ¢angel with international human rights norms
in subsidiary and supplier factories, and

Whereas, many of these programs incorporate the conventiot® dhternational LaborOrganization
(ILO) on workplace human rights, and the United Nationg'm&on the Responsibilities of Transnational
Corporations with Regard to Human Rights (“UN Norms”)jekhinclude the following principles:

1. All workers have the right to form and join trade usicaand to Bargain collectively. (ILO
Conventions 87 and 98; UN Norms, section D9).

2. Workers representatives shall not be the subject of digatimn and shall have access to all
workplaces necessary to enable them to carry out their represeiftsiidions. (ILO Convention
135; UN Norms, section D9)

3. There shall be no discrimination or intimidation in emgptent. Equality of opportunity and
treatment shall be provided regardless of race, color, sex,oreligiolitical opinion, age,
nationality, social origin or other distinguishing charast&s. (ILO Conventions 100 and
111;UN Norms, section B2).

4. Employment shall be freely chosen. There shall be no ufseosf, including bonded or prison
labor. (ILO Conventions 29 and 105; UN Norms, sectié). D

5. There shall be no use of child labor. (ILO Conventi®®; UN Norms, section D6), and,

Whereas, independent monitoring of corporate adherence to theswiianally recognized principles is
essential if consumer and investor confidence in our companysnitment to human rights is to be
maintained,

Therefore, be it resolved that the shareholders request that thpamp commit itself to the
implementation of a code of conduct based on the aforementio@etduiman rights standards and United
Nations’ Norms on the Responsibilities of Transnationajp@@tions with Regard to Human Rights , by
its international suppliers and in its own internationadpiction facilities, and commit to a program of
outside, independent monitoring of compliance with these atdad

Notes
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E/CN.4/2005/91. Available at: <http://www.ohchr.org/eslibodies/chr/docs/61chr/E.CN.4.2005.91.doc>
% Economic and Social Council, Commission on Human Rigtifssession, Agenda ltem 17, 15 April
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Universal Declaration of Human Rights ey B

Summary

Who?

Issues

Overview
&
Operation

Strengths

Weaknesses

\\\\\\\

‘The Universal Declaration of Human Rights représethe most

important value catalogue for human beings in altuces and at all

times. This declaration affirms that there areaiarhon-negotiable rights
that are enjoyed by all people in all places atimés based simply on the
fact that they are human beings. It is preciselythe context of

globalization... that this common denominator is aleb utmost

importance to companies.’

The Universal Declaration was unanimously adoptethb then 49
member states of the United Nations General Assemtl948. This
overwhelming support was echoed by the 171 stategtimg the Vienna
Declaration in 1993.

Human rights

The crucial link between the human rights laid autthe Universal
Declaration and corporate responsibility to safeddlem is found in the
preamble: ‘every individual and every organ of sbgi keeping this
Declaration constantly in mind, shall strive bydie@ag and education to
promote respect for these rights and freedoms andpriogressive
measures, national and international, to securer theiversal and
effective recognition and observance . . ." Herogporations are seen as
an ‘organ of society®”

The Universal Declaration denounces slavery, safeit inhuman or
degrading treatment or punishment, arbitrary arcesention and exile. It
upholds the right to life, liberty, security anduad protection against
discrimination. It safeguards key labour rightsluding: the right to
work, to freedom of association, to free choicemiployment, to just and
favorable working conditions, to protection againstnployment
discrimination, to equal pay for equal work, to tjusnd favorable
remuneration ensuring human dignity, to rest andufte, and other
means of social protection. The declaration safetyudhe right to a
standard of living including food, clothing, hougjnmedical care,
necessary social services, unemployment securggbility, widowhood,
old age and for other circumstances beyond theishal’'s control.

* Moral authority: the Universal Declaration enjoysparalleled
moral authority and is perhaps the most widely dciteN
instrument.

* Limited by its time and context: the Universal Deeltion was

strongly influenced by its major patrons (US and)W@kd by the
specific context in which it arose. This has resaiin an emphasis
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on the individual and the nation-state with deceea®cus on, for
example, collective and indigenous rights.

Relationship Many instruments of corporate social responsibiligssentially

with other
instruments

Comments

Companies
involved

Contact
details

operationalize the rights enshrined in the UniVier&eclaration.
Instruments that refer to and derive legitimacynfrahe Universal
Declaration including United Nations Global Compaddhited Nations
Norms on the Responsibilities of Transnational ©aaions with Regard
to Human Rights, SA8000, ILO Tripartite Declaratiah Principles
Concerning Multinational Enterprises and Sociaidohmongst others.

In particular, the United Nations Norms on the Remibilities of
Transnational Corporation with Regard to Human Rigire viewed by
many as an authoritative interpretation and opamatization of the
Universal Declaration.

‘Our view is that the most credible basis for such standartie framework provided
by international law, in particular those instruments thaehmeen established by the
United Nations and widely ratified by governments. The rimgbrtant of these are the
Universal Declaration of Human Rights and the Rio DeclaratioBravironment and
Development.’ Craig Mackenzie and Rory Sullifan

‘The Universal Declaration is the internationally accepted frame¥aorkuman
rights... This framework should form the basis of a compahyman rights policy...
Business should comply with each particular right.” Inteometi Business Leaders
Forun?

Many companies have explicitly endorsed the Unalem@eclaration
although there is no central body tracking suchoesements. Examples
include BP and Occidental. Moreover, the grouparhpanies that have
formed the Business Leaders Initiative on HumanhRidias chosen to
take a ‘positive approach’ to their responsibiitiender the Universal
Declaratior® These include Hewlett-Packard, MTV Networks Eutope
The Body Shop, ABB, Novartis, Barclays Bank and@ta

Moreover, all resource sector companies listechenRTSE4Good index
must publicly declare their commitment to the Umnsag Declaration.

Website: www.unhchr.ch/udhr/index.htm
www.udhr.org

The Universal Declaration in Corporate Engagement

Institution

Assets Manner employed

Convention Watch N/A This service. operated by Ethic
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Investment Research Services
(EIRIS) ascertains whether
companies are complying with the
spirit of certain conventions including
the Universal Declaratioh.

Ethical Funds Company $2 billidn Includes the Universal Declaration in
its Proxy Voting Guidelines.
F&C Asset Management £127.6 In its Statement of Principles, F&C
billion™® states that its corporate social

responsibility practices are guided by
‘generally accepted international
standards’, amongst others, the
Universal Declaration®

JustPensions N/A In recommendations drafted by Ro
Sullivan and Craig MacKenzie, Just
Pensions recommends that pension
funds include the Universal
Declaration in their Model Statement
of Investment Principle¥.

New York City Pension Funds US$87 Employ the Universal Declaration in
billion** proposing shareholder resolutions.
See an example of such a resolution
below (filed with the Coca-Cola
Company in 2005).

Shareholder Association for N/A Includes the Universal Declaration in
Research and Education its model Proxy Voting Guidelinés.
(SHARE)

Shareholder Resolution example?®

Filed by: New York City Employees Retirement System (NYCERS)
Filed with: Coca-Cola

WHEREAS, Coca-Cola’s Latin American affiliate, Coca-Cola/FEMS#perates bottling plants in
Colombia, and

WHEREAS, since 1995, union officials and unionized emplopé&nca-Cola’s Colombian affiliate have
been subjected to numerous attacks and physical threats fromljparaiidrces, and

WHEREAS, Sindicato Nacional de Trabajadores de Industrias Afioes (SINALTRAINAL), a union
representing employees at Coca-Cola’'s Colombian plants, have atiegations of collusion between
paramilitary forces and officials of Coca-Cola’s Colombiartlimgf affiliate, and

WHEREAS, these allegations of collusion have led to negatibdicity, lawsuits, public protests, and
calls for consumer boycotts of Coca-Cola products, and
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WHEREAS, the Washington Post (April 22, 2004) repotted Coca-Cola’s General Counsel promised in
October, 2003, that he would mount an independent investigafi the charges of collusion against
managers and officials of Coca-Cola’s bottling affiliate, and

WHEREAS, the Washington Post reported that the Compagis¢hief executive Douglas N. Daft, after
giving early encouragement about mounting an independent gasti, changed his mind and turned
down the General Counsel’s idea, and

THEREFORE, BE IT RESOLVED, that the shareholders reghasthe Company sponsor the sending of
an independent delegation of inquiry to Colombia to examieectiarges of collusion in anti-union
violence that have been made against officials of Coca-Cola’snggpllants in that country, and that that
delegation includes representatives from U.S. and Colombiaarhtights organizations.

SUPPORTING STATEMENT

The Boards of Trustees of the New York City Employees’ Bmtint System, the New York City
Teachers’ Retirement, the New York City Fire Department Fundtfamdew York City Police Pension
Fund believe that it is time for management to seriously reviswolicies in this area. Significant
commercial advantages can accrue to our company by the rigoroummiempation of human rights
policies guaranteeing freedom of association based on the Ualileslaration of Human Rights. These
include an enhanced corporate reputation, improved employee rectuismeénretention, improved
community and stakeholder relations, and a reduced risk of adpetdicity, divestment and boycott
campaigns and lawsuits.

We therefore urge you to vote FOR this proposal.

Notes
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2005. Available at: < http://www.uksif.org/J/Z/Z/lib/@b/files/04/jp-trtk/jp-trusteetoolkit-2005-SIP.pdf>
13 These include five different New York City employee pensiomsi$: New York City Employees'
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VOLUNTARY

Voluntary Principles on PRINGIPLES

Security and Human Rights

Summary

Who?

Issues

Overview
&
Operation

ON SECURITY @ HUMAN RIGHTS

The Voluntary Principles on Security and Human Rdgbr the extractive
and energy sectors (the ‘Voluntary Principles’) areset of voluntary
principles that provide practical guidance on siguarrangements for
extractive companies.

The Voluntary Principles were released in DecemB800 by the
governments of the United States and United Kingddter discussions
with corporations in the extractive and energy @actand non-
governmental organizations. Since that time, ththé&léands and Norway
have also become actively involved. In January 2@04as decided that
International Business Leaders Forum (IBLF) andifess for Social
Responsibility (BSR) would share the secretariatfion of the Voluntary
Principles.

Security and human rights in the extractive sector

Security is potentially the most significant hunraghts issue to extractive
companies to the reputational and legal risks astatwith the security
forced needed to safeguard physical company assetsflict zones.

The Voluntary Principles are aimed at establistanglobal standard for
the conduct of extractive sector companies wittarédo security issues.
They are partially based on the UN Code of Condfat Law
Enforcement Officials and the UN Basic Principlestbe Use of Force
and Firearms by Law Enforcement Officials. They radd three main
areas.

1. Engagement with private firms that are contihd@r security
purposes.

2. Engagement with public security forces includimgitary and
police. Factors to be considered include the degfestakeholder
consultation stakeholders, responses to humansrigiaiations,
compliance with politics and deployment and conduaft
personnel.

3. Criteria to be taken into account when compaagsess the risk of
human rights violations in their security arrangatese Companies
must identify security risks, the potential for knce, the strength
of the rule of law and the human rights recordspovate and
public security forces.

Although voluntary, the Voluntary Principles hauscabeen incorporated

into contracts and can thus potentially becomellied@nding. The first
ever legal commitment to the Voluntary Principleaswmade for the
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multi-billion dollar Baku-Thilisi-Ceyhan (BTC) opipeline in the Caspian
Sea regior. In May 2003, the governments of Azerbaijan, Genrnd

Turkey and the BTC project owners (largest shardgBy issued a joint
statement stating that ‘the parties confirm to eather their mutual
commitment to the goal of promoting respect for aodnpliance with

human rights principles, including .... in a mannensistent with our
national laws, the Voluntary Principlées.’

Strengths

Model of collaboration: Both the discussion leading to the
development of the Voluntary Principles in additiaa the
continued dialogue serves as a model of collabmrati sharing
implementation experiences and reviewing the ppiest

« Risk assessment section seen as innoVative

Weaknesses

Voluntary and non-binding: Unless employed in &-sehtained
contract, the principles are not binding even ifnpanies have
publicly committed to them.

» Developing world participation: Southern countriagected by
this issue were not extensively involved in brokgrithe
agreement on the Voluntary Principfes.

Comments ‘[The Voluntary Principles have] gained recognition as the emgrgnternational
standard addressing the human rights responsibilities facecttgctive companies in
their global security arrangements.’ Gare Smith, Foley Hoad’ LLC

‘In an area where no standards exist, we see the developmentefjaa@ing principles
as a positive first step. But this is only the beginnifighe process.” Kenneth Roth,
Human Rights Watch

‘This instrument provides a useful model of collaboratietween governments, resource
companies, and human rights groups. In particular, contidiaéatjue between parties
provides the opportunity of reviewing the principles aratisiy experiences in
implementing them.’ Philippe Le Billdn

Companies Several major extractive companies have employesl Yoluntary

involved Principles in some fashion. These include Amerad@ssHCorporation,
Anglo American, BP, BHP Billitoh) ChevronTexaco, ConocoPhillips,
ExxonMobil, Marathon Oil, Newmont Mining CorporatioNorsk Hydro,
Occidental Petroleum CorporatidnRio Tinto, Shell and Statoil. Canada-
based Talisman has also stated that it has incatgubrthe Voluntary
Principles into its Security Polityas has Enbridge into its Statement on
Business Conduct.

Moreover, the Voluntary Principles are being impéened through

dialogues with governments and companies in Colamimdonesia,
Nigeria and as noted above in Azerbaijan, Geongia urkey™
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Contact Website: www.voluntaryprinciples.org
details
The Voluntary Principles Secretariat is shared by:
International Business Leaders Forum (IBLF) — Witpww.iblf.org
Business for Social Responsibility (BSR) — httpwiw bsr.org

The Voluntary Principles in Corporate Engagement

Institution Assets Manner employed

Ethical Funds Company $2 billion™ Urges Canadian extractive sector
companies to adopt the Voluntary
Principlest’

Human Rights Watch N/A Calls on financial institrts to urge

resource companies to implement
Voluntary Principles in Nigeri&

New York City Pension Funds US$87 Referred to Voluntary Principles in a
billion*’ shareholder proposal filed with
ExxonMobil (see below).

Shareholder Proposal example

Joining thirteen NGOs, the New York City Pensiom@sl filed a shareholder proposal
filed with ExxonMobil in May 2005 regarding paymerib the Indonesian military. The
proposal referred to the company’s 2002 commitnberihe Voluntary Principles. Major
efforts were made by the coalition to convince ofinstitutional and pension funds to
vote for the resolution.

The full-text of the proposal appears below.

Filed with: ExxonMobil
Filed by: New York City Pension Funds

WHEREAS, we believe that transnational corporations operatinguntries with repressive governments,
ethnic conflict, weak rule of law, endemic corruption, or ptadror and environmental standards face
serious risks to their reputation and share value if theyimrany way, seen to be responsible for, or
complicit in, human rights violations; and,

WHEREAS, ExxonMobil has extensive natural gas operatiotiseiriceh region of the island of Sumatra
in Indonesia; and,

WHEREAS, there have been numerous reports of human righdesabgainst the local population by the
Indonesian military in connection with security operationsdooted in the area of ExxonMobil's
operations; and,
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WHEREAS, due to its relationship with the Indonesiantemi, the corporation has been named as lead
defendant in a pending lawsuit, John Doe 1,et al., vs. Bgbit Corporation, et al., filed in the Federal
District Court for the District of Columbia, on behalfloflonesian citizens who allegedly were victims of
human rights abuses by military forces guarding ExxonNofaitilities; and,

WHEREAS, it has been reported that ExxonMobil has providgidtical as well as financial support for
Indonesian military forces stationed in the area; and,

WHEREAS, since 2002, ExxonMobil has been a participantendthlogue on the U.S.-U.K. Voluntary
Principles on Security and Human Rights, which call on conegamperating internationally to urge local
security forces to provide security in a manner consistenthwithan rights and ethical conduct; and

WHEREAS, ExxonMobil's Corporate Citizenship policy statiest the provision of security should be
"consistent with the law and respect for human rights”,

THEREFORE, BE IT RESOLVED, that shareholders request tetagement review and report to

shareholders, by September, 2005, on the corporation's geanritngements with the Indonesian

government and private security forces, including suppoth bmwnetary and in kind, to the Indonesian

government and military. Furthermore, it is requested thigtdéview and report to shareholders should be
conducted with a particular reference to potential financial andatual risks incurred by the company

as a result of these relationships.
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