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BACKGROUND @¥EMRQUICK GUIDES

The purpose of the GEMI Quick Guide series is to provide a closer look into the methods corporations use to
address sustainability topics. These guides feature practices to address real-time issues and sustainability
concepts, accompanied by mini case studies from member companies. The GEMI Quick Guides incorporate
members' experiences and support the GEMI mission of "collaborating for sustainable business solutions".

ABOUT THIS QUICK GUIDE

The GEMI Quick Guide on Materiality is designed to help corporations: (1) understand materiality and its
relationship to sustainability; (2) recognize the importance of materiality in defining an appropriate sustainability
strategy; and (3) learn what factors may be helpful to consider when undertaking a materiality assessment. This
guide is designed to help companies at any level of implementation and, in addition, may provide input to the
evaluation process that determines whether or not to start a materiality assessment.

The information and case studies provided in this guide are designed to help define a sustainability strategy that

makes sense for a company. This guide may also be helpful to the broader sustainability community and its

understanding of materiality assessment. Mat er i al ity assessment and the term 0
this quick guide refers to the identification of social and environmental issues that are important to the

sustainability initiatives of an organization. DISCLAIMER: The information contained in this document

should not be used to identify material issues in compliance with SEC regulations for reporting.

Identification of material issues for compliance with SEC financial reporting is outside the scope and

intent of this document.
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. WHAT IS MATERIALITY?

Materiality is the principle of defining the social, environmental and governance topics that matter to a business

and its stakeholders. An organization delves deeper into the details of these topics througha o6 mat er i al i ty
a s s e s s meimdefih, study with actionable results that helps a company focus resources where it matters

most. In addition to identifying potential risks and opportunities, a materiality assessment also serves as a

means of aligning corporate resources and priorities with corporate strategy. The outcome of a materiality

assessment may even result in realigning resources from lesser to higher priorities. For companies considering

public reporting, the materiality assessment is an essential first step. However, regardless of whether or not a

company plans to publish a sustainability report, a business will benefit from a materiality assessment that

identifies what and where to focus valuable resources.

It is important that sustainability managers and executives understand the different definitions of materiality.
Once an organization begins to delve deeper into materiality, it becomes apparent that the definition of
materiality from a sustainability perspective is not always concise. In fact, several organizations have a definition
for it. Three of the most prominent organizations that do are: the Global Reporting Initiative (GRI); the
Sustainability Accounting Standards Board (SASB); and, the International Integrated Reporting Council (IIRC).

The most significant difference between the definitions these organizations use is that IIRC and SASB view
materiality through the eyes of what is meaningful to investors and GRI looks at materiality in terms of what is
relevant to investors and other stakeholders. These organizations define materiality as follows:

1 GRIiiThe report should cover aspects that: a) reflect 1
environmental, or social impacts, and b) substantially influence the assessment and decisions of
stakehol) ders. o

1T SASBiniMateri al i ssues are matters that either individ:i
representation of an entityés financi al condition an
necessary for a reasonable investor to make informed deci si dhs . 0o

T IIRCiAiAn integrated report should provide concise info
organi zationdés ability to crleane ®#a@admedin the short,

It is important that any organization undertaking a materiality assessment understand the different approaches
for defining materiality and use them appropriately when defining a framework.
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GETTING STARTED

Organizations may wish to consider the following six key steps as they get started with the materiality process,
which are each discussed in greater detail in the following pages:

1 Define goals and scope. How will the assessment be used? What requirements must be met?

1 Identify appropriate resources.Ar e i nternal resources sufficient and
needs? Will the company need to hire an experienced sustainability consultant to provide external
support and credibility?

1 Identify potential material issues. What internal and external data is already available to assess
materiality? Are there critical gaps in existing knowledge? Seek to identify a robust list of potential
material aspects.

1 Identify and engage priority stakeholders. Who are the most important and relevant internal and
external stakeholders to engage? What methods will be used to collect data?

1 Rank and prioritize stakeholder concerns. How important is the issue to organization? To
stakehol der s? What i soinflieece theisgguee A vadety iofonetidods maybe | i t y
considered by the company to prioritize results.

1 Apply the assessment results. How will the results be communicated internally / externally? How will
resultsi nf or m t he c dnabpity strytéyy and corporate planning processes?

As always, each company will need to assess its unique situation in considering how best to approach this
process within its own organization.

MATERIALITY ASSEENT METHODOLOGY

|. Define Goals and Scope

The first step of a materiality assessment is to define goals and scope. The primary goal may be to develop and
define a sustainability strategy, but there are other needs as well. If a company is conducting an assessment in
order to meet GRI requirements, the well-defined GRI framework will help guide the project. Other factors a
company should consider regarding goals and scope include:

1 How will the company use the assessment for business planning purposes?

1 What level and amount of resources are available to conduct the assessment? For example, what is the
budget and how many personnel are available to help with the assessment?

Will the company report the methodology and results of the assessment publicly?

What level of documentation and types of graphics will be needed?

How frequently will the company repeat the assessment?

What geographies will be included in the assessment?

What stakeholders and stakeholder groups will be included in the assessment?

What timeframe will stakeholders use when evaluating material aspects?

How will the results be communicated?

=A =4 =4 -8 -8 -89
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Il. Identify Appropriate Resources

As an organization begins planning to conduct a materiality assessment, one of the first points to resolve is
whether to outsource or insource the work. There are pros and cons to insourcing and outsourcing resources
and each company will need to assess its own unique situation. A company can use a variety of approaches
and methodologies based on a number of factors such as goals, assessment boundary and scope, and
resources to help make this decision. The materiality assessment itself can be narrow or broad in scope
depending on the needs of the company. As an example, an organization could start with a narrow boundary,
such as customers, and a limited scope, such as North America, in order to meet time, resource and budget
constraints. Over time, the company can expand the boundary and scope of the assessment, using experience
gained from earlier work to meet milestones more effectively. This way, efforts could be addressed using
internal resources. If the assessment includes a broader spectrum of issues, a company might choose to
outsource a portion or all of the efforts.

After determining the goals and scope of the materiality assessment, the company may want to consider
outsourcing the project. Several consultancies in the sustainability field offer materiality assessment services.

In addition to providing assistance with the assessment, the consultant can offer methodology tools and insights,
initiate stakeholder contacts, and lend credibility to the effort. Also, consultants can help conduct workshops to
assist with integrating assessment results with business plans and sustainability strategies.

A potential drawback to engaging a consultant is cost. If the company will be repeating the assessment
frequently with a consultant, the costs may become prohibitive.

In addition, while consultants can offer confidentiality by keeping stakeholder feedback anonymous, some
stakeholders may view the involvement of a third party as a reason to hold back critical feedback.

Figure 1. When to use an external consultant for a materiality assessment.

When to use an external consultant 4 GEMI

for a materiality assessment

Do you need external Is a third party :
I there sufficient Areinternal resources helpwith methodology, necessary to 2 tUatfed
budget available? available? tools, or contacting provide credibility? ikl
stakeholder ? 5

Is aformal,
comprehensive
assessment
necessary?

Use a qualified " " . -
A 4 il Consider using Consider using
3 S il 5 .
Use internal resources. Use internal resources. sgz;asl‘r:;l;ri ltv Internal resources. Iternal resoirces:

Ill. Identify Potential Material Issues

Synergy

During the initial stages of the materiality assessment, the organization should determine if other similar efforts
may be occurring within the business. Similar projects are sometimes performed to understand employee
engagement or develop business continuity plans by interviewing or surveying employees. Externally, some
businesses conduct reputation surveys that may be asking stakeholders questions that overlap with topics in the
materiality assessment. Ensuring that previously conducted surveys or concurrent surveys independent of the
materiality assessment are factored into the process will help prevent survey fatigue and help keep results
current.
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Research

The assessment team should determine what data is already available to assess materiality before engaging
stakeholders and collecting information. Existing information may be available from internal and sustainability
reports, trade publications, sustainability research, and other external publications. Organizations often include
sustainability issues when conducting strategic planning, creating business continuity plans, or researching
technologies and acquisition prospects. That information can be a good way to initiate the materiality
assessment as well as find good connections with the business. Supply chain activities aimed at increasing
efficiency or reducing resource consumption may also help identify material opportunities.

Issue Identification

A comprehensive review of existing information will help identify critical gaps in knowledge. The assessment
team should consider these gaps when creating a list of potential material aspects. Other sources of
information that may add to the aspects list include GRI, SASB, IIRC, and numerous industry-specific
sustainability documents.

The materiality assessment should collect information from stakeholders on a wide range of potentially
important issues and opportunities. This will help prevent a selection bias in the assessment by allowing
stakeholders to consider all dimensions of materiality to the organization.

IV. Identify and Engage Priority Stakeholders

Stakeholder Identification

Potential stakeholder groups include employees, suppliers, customers, non-governmental organizations, trade
groups, government agencies, environmental groups, investors, community leaders, and citizens living near the
or g ani zfacititiesolm &ldition, the assessment team should take into account that stakeholders in different
regions may have different issues or opportunities. Identifying specific individuals to engage during the
materiality assessment can be difficult and may require research on the part of the assessment team.
Individuals independent of the assessment team can review the stakeholder list in order to avoid any selection
bias in identifying stakeholders. If the list of stakeholders becomes too large, the assessment team should
identify and implement a process to hone it to a manageable size. Regarding surveys, the team should identify
a large enough survey audience so that in case of a low response rate, the results are still of value and use. If
the team will be conducting a statistical analysis of results, the sample size should be large enough to report
results of value and use.

Data Collection

After brainstorming potential stakeholder issues and opportunities, a company will need to prioritize these

findings using a structured process. The process should be based on areas of stakeholder interest, ability of the

company to influence, and impact on the company. A road map can be found in G R | G4sguidance document

. For outsourced projects, the approach will likely follow the selectedc onsul t ant dassegsmemtpr i et ar vy
process. For insourced projects, selecting and following a structured formal process will result in a more

comprehensive assessment providing a documented audit trail from brainstorming exercises through the

determinationof mat er i al a sQEklIdMetdcs Navidatorétoofican help structure the prioritization of

issues and opportunities. ®

The assessment team can collect feedback from stakeholders through interviews, online surveys, and group

meetings. Online tools, such as easy-to-use survey software, can facilitate data collection and analysis. The

marketing department is a great resource to assist with creating questions that lead to useful data. Simply

asking stalkehbliderssuf i mportant?0 may result in all asp
met hods, such as the o6trade off me tranoisuies. BeforeGsentirgithe e mo d e |
survey to stakeholders, the assessment team should have a third party complete it and provide feedback on any

areas of confusion.

Interviews and group meetings can be a good way to collect qualitative information to validate and refine the
findings of surveys. Team members or other individuals can conduct interviews before or after surveys, but the
results of any tools used in the process should guide subsequent tools and techniques.
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V. Rank and Prioritize Stakeholder Concerns

Once the team has collected the responses and results, assigned, trained resources can analyze and rank the

material issues. Forced-r anki ng questions often yield easily interpre
model 8 may require the help of a statistician to analyze

There are many ways to display the results of a materiality assessment. A common way to display the results of
the materiality assessment is in a materiality matrix, which is a plot of the sustainability issues sorted by the
importance to the organization on the X-axis and the ability of the organization to influence on the Y-axis. The
most critical issues are found in the upper right quadrant of the matrix and lesser important issues in the lower
left quadrant.

High

Low Import o business High
Example of a materiality matrixSource:BSR®)

APPLYING THE ASSESSMENT RESULTS

Internal
The materiality assessment provides a list of obvious and not-so-obvious actions:

1 The highest priority initiatives should be fairly apparent and provide further confirmation that they are
worth pursuing. There is now internal and external context that can direct next steps and relevant
initiatives. The GEMI Quick Guide for Cultivating Sustainability within an Organization and Quick Guide
for Engaging Employees in Sustainability are both excellent resources for charting the next steps. ()
The initiatives should be in areas of your greatest focus. If there are projects listed that are not in the
areas of greatest focus, the team should discuss whether or not they are of any material value to
pursue.

1 Lower priority initiatives might also offer opportunities for focus. For starters, assessing which ones are
likely to grow in importance will help identify initiatives to begin formulating an action plan for the next
12-24 months. Other items in this list might call for delegation to others who have an interest i those
who are the most passionate about a topic may be perfect to take a leadership role with an appropriate
amount of oversight.

External

Transparency is a critical component of a companyds sust
provides an objective window into how management in a company thinks - strategically. A materiality

assessment provides a company with a unique opportunity to leverage transparency in helping external parties

in further understanding the depth and breadth ofthec o mpany 6 s btratagk®andsnmahagement.

There are multiple options for communications:

91 A sustainability or citizenship report is the natural place to document the materiality assessment.
Explaining the process and results communicates valuable insights for what a company will address
first.

1 A company that does not produce a formal annual sustainability report should consider a brief overview
of its materiality assessment. Whether published online or in a simple pamphlet, the information can be
valuable for communicating with leaders in the state and town where operations exist, with people who
live near company operations, and with other stakeholders.

September 2015 www.gemi.org Page 7 of 16


http://www.gemi.org/
http://www.gemi.org/Resources/2014/GEMI_CSWO-QuickGuide-Dec2014Final.pdf
http://gemi.org/wp-content/uploads/2015/01/GEMI-EES-QuickGuide-FinalMarch2015.pdf
http://gemi.org/wp-content/uploads/2015/01/GEMI-EES-QuickGuide-FinalMarch2015.pdf

GEMI QUICK GiJI:DE

Global Environmental MATERIALITY

Management Initiative

1 Future communications can reference the materiality assessment. As a company completes tasks that
made the top tier of issues in the assessment, discussing this progress demonstrates a strong
commitment to priority initiatives. As non-ranking topics emerge from stakeholders, companies can
refer to the stakeholder engagement portion of the assessment to remind stakeholders of the
comprehensiveness of the materiality assessment.

In addition to forming a valuable checkpoint for future work and initiatives, there are likely many more additional
uses for the materiality assessment.

CONCLUSION

Materiality provides corporate sustainability leaders a valuable tool to enhance understanding of the social,
environmental and governance issues of highest priority to a business and its stakeholders, and to help ensure
strategic alignment with those most critical issues. For companies considering public reporting, the materiality
assessment is an essential first step. However, whether or not a company plans to communicate the results
externally, businesses small and large can benefit from undertaking a materiality assessment to help the
company focus valuable resources where they matter most.
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ll. CASE STUDIES

GEMI members have provided the following mini case studies to provide a view into how corporations manage
the process of undertaking a materiality assessment.

Materialit¢ase Stdy: Carniv&lorporation & plc

In 2014, Carnival Corporation & plc conducted an analysis to reevaluate the significant economic, environmental

and social aspects of its operations, to further assess the relative impacts of these aspects, as well as to

determine the required components to transition from GRI-G3.1 to GRI-G4 sustainability reporting. Known as a
Aimateriality assessmento, this analysis enables the comp
the assessments and decisions of its stakeholders; recognize and act effectively in relation to sustainability

related opportunities and risks; and, determine how these aspects affect its stakeholders, society and the

environment. During this evaluation process the company simultaneously conducted a benchmarking analysis of

major hospitality, travel and marine industries. These two analyses provided a framework for determining which

aspects to focus on in its fourth annual Corporate Sustainability Report.

As part of its materiality assessment process, Carnival Corporation & plc:

. Reevaluated the significant issues presented in its prior sustainability materiality assessments.

. Reviewed the environmental, social, governance and economic aspects and indicators in the GRI
G4 sustainability reporting guidelines, as they apply to its business.

. Analyzed the results of stakeholder sustainability engagements, including investor and customer

inquiries, questionnaires and surveys from rating organizations, industry reports and analyses,
policies and regulatory guidance, among others.

. Benchmarked its sustainability strategy using publicly available information.

. Held internal meetings to discuss company perspectives on sustainability aspects and impacts.

. Examined over 50 aspects and issues, including areas of significant organizational impact, as well
as broader sustainability trends (GRI G4 46 Aspects).

. Mapped the full universe of stakeholder and company aspects on a materiality matrix, identifying the

mid and high-scoring issues as priorities for its operations. This mapping enabled the company to:

o Prioritize information on the basis of materiality, analysis of environmental aspects and impacts
(ISO 14001), sustainability context, and stakeholder inclusiveness;

o Agree on the desired content for each metric and the approach to reporting (qualitative vs.
guantitative detailed performance tracking, etc.); and,

0 Expand supply chain materiality.

APPLYING THE RESULTS

The chart published in Carnival Corporation&p | c6s FY
Corporate Sustainability Report summarizes the results of
the companydés materiality as:!
aspect, its relative concern
and its current or potential impact on the company.

Materiality is about identifying the issues that matter most to
Carnival Corporation & plcds
stakeholders. AHi ghd and fAiMedi umodo i s
to set the agenda for its sustainability strategy and for what it
included inits currentand futur e s ustainabil i =
issues, while important and managed by the company, are O\
not currently covered in det: W ustain
reporting as they are of lesser concern to its stakeholders. CURRENT OR POTENTIAL MPACT DN THE COMPANY

Carnival Corporation & plc Materiality Matrix (FY1

RELATIVE CONCERN TO OUR STAKEHOLDERS

Carnival Corporation & plc plans to perform this materiality and
benchmarking evaluation every two years, to make sure it continues to address its stakeholder needs,
operational impacts, regulatory landscape and technological developments.
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Materiality Case Study: FedEx

In 2014, FedEx undertook a robust materiality analysis to help the company refine its global citizenship strategy
and ensure that it is addressing areas of maximum impact. The outcomes of the analysis have helped FedEx to
reaffirm, evaluate and prioritize its top material issues at each operating company, as well as across the
enterprise. In addition to informing and helping refine its strategy, materiality will help FedEx continue to
enhance the relevance of its reporting in the future.

To conduct a truly objective assessment, FedEx worked with an external business and sustainability advisory
frimtocreateahi ghly customized

v al

assessment comprised:
A series of discussions with key external stakeholders representing nongovernmental organizations,

academics and media, as well as its customers and business partners who were asked both prompted
and unprompted questions about their views of environmental, social and ethical issues that represent

il

E K]

the greatest risks and opportunities for FedEx.

met hodol ogy

ues the perspectives of its stakehol

Internal stakeholder engagement with executives.
Workshops at each operating company with cross-functional subject matter experts.

An employee survey.

tailored t

A final enterprise-level workshop to refine and confirm the materiality results.

MATERIALITY RESULTS

The

company6s materiality

assessment

conf i

ders and

r med

o the

wor ke

t hat

directly related to its operations. The matrix seen here illustrates a wide range of different issues the company
faces that are critical to its global citizenship. Performing well on these issues means creating efficiencies and
encouraging innovation in its operations and service offerings while upholding the Purple Promise.

As the company expected, its top issues focus on operations, safety and ethics. When FedEx team members
are knowledgeable, safe and trustworthy, they are able to focus on delivering the Purple Promise to customers.

MOVING FORWARD
FedEx views materiality as an iterative process that must be periodically reviewed and refined as its business

and the marketplace evolve. In 2015, the company plans to increase its issues-based stakeholder engagement
in its analysis. It also plans to again review its goals and metrics around its top material issues to ensure that it
is constantly measuring, managing and moving possibilities in its global citizenship progress.

FEDEX ENTERPRISE MATERIALITY MATRIX

& VOLUNTEERISM

IMPORTANGCE TO STAKEHOLDERS

WATERMPACTOF  gycomvens
OPERATIONS oL
SUPPLIER DIVEREITY

ENVIRONMENTAL MPACTS

LIPPLY CHAIN

EOCIAL MPACTS OF
SUPFLY CHAIN

COMMUNITY INVESTMENT

SURFACE VEHICLE FLEET LEACE ETHICS. ERIERY.
B ASEOCITED CH EMISEIONS & CORRUFTION

BUSINESS PREPAREDNESS, RESIIENCY
& AGASTER RESPONSE

WORKFLACE SAFETY

AIRCRAFT FUEL USAGE &
ASSOCIATED CHC EMIEEXING

DATA SECLRITY & FRIVACY

TEAM MEMSER RELATIONS

DIVERSITY & INCLUSION

EMPLOYEE HEALTH & ECONDMIC IMPACT &
ACCESS

FUBLIC POLICY
ENGAGEMENT

INFLUENCE ON BUSINESS SUCCESS

SOCIAL B ENVIRONNENTAL
WORKFORCE DEVELDFMENT INFACTE ON COMMUNITES

PFRODUCT &
SERVICE INNOVATION

FedEx Enterprise Materiality Matrix (FY14)
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Materialit€¢ase Studealed Air

In 2014, Sealed Air reviewed its corporate sustainability strategy and established long-term goals. To make

sur e i ftreating a strategy in a vacuum, the company collected feedback from suppliers, customers, and
non-governmental organizations to gain valuable insights and identify the most material issues to the company

and its key stakeholders. The results were Sealed Ai r 6 s f irst materiality assessment

Working with an outside expert the company leveraged internal and external sources to conduct 57 interviews.
The participation rate and highly engaged feedback from partners reinforced the importance of the work.

The materiality analysis helped Sealed Air understand the social and environmental risks and opportunities that

stakeholders see as most critical for the company. The results have helped focus resources and guide the

development of a powerful, new sustainability strategy. To ensure the success of its greater sustainability

strategy, the company outlined three pillars of measureable, aggressive and impactful sustainability goals called

6The Better Way for Life Pl annypeofleramune®theaworldéive betteglives,]l s f ocus
delivering solutions that meaentd cruesdtuoccmenrgs & hseu si tragdoadat b iolfi ttyl
operations.

Internal and external perspectives were well aligned and in agreement that the most material issues across

Sealed Airdés business include employee safety, product s
stewardship, and transparency. Sealed Air will continue to engage these stakeholders, and use their feedback
toguidethe companyés sustainability work in the tdsaethow e . The

cl osel y al i gn esdstaindbidty straiegyisawittyitd averall business strategy. The new sustainability
strategy isnét b apdayboak $osthezasnpanystaliad out itsi visidns

Z Threats to
£ Biodiversity

sfacts
NCREASING IMPORTANCE TO INTERNAL STAKEHOLDEF
ECONOMIC ASPECTS . ENVIRONMENTAL ASPECTS LABOR PRACTICES & DECENT WORK ASPECTS
. SOCIETY ISSUES . PRODUCT RESPONSIBILITY

Sealed Air Materiality Matrix (FY14)
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Materialit€ase Stud$mithfield Foods
Smithfield Foods conducted its first materiality analysis in 2010
to gain a better understanding of the key sustainability issues for . .
its company and its stakeholders. In early 2012, the company Questions for Interview ees
conducted a streamlined update to see how concerns over
specific issues may have evolved over two years. 1  What are Smithfield's most important

challenges, risks and opportunities

For its materiality analysis, Smithfield Foods used a third party to from a corporate responsibility point
interview 30 internal and external stakeholders. These of view? _
stakeholders included customers, regulators, NGOs, suppliers, T For each challenge, risk, or

opportunity, why is it important?

91 Does it have the potential to improve
business results? How (e.g. by
supporting innovation/new products;

company management, company sales personnel, and
employees. Those interviewed were asked about what they
considered challenges and successes for Smithfield Foods, as

well as what they felt were the most important issues that saving money through operational
Smithfield Foods should be addressing. efficiency)?
9 Could it negatively affect business
MATERIALITY MATRIX results (e.g. by imposing costs,
harming sales)?

HIGH Potential Impact on Smithfiekd 9  Could it affect Smithfield's reputation
HIGH Concern to Stakeholders

positively or negatively?

9  Could it affect Smithfield's standing in
its local communities positively or
negatively?

1 Could it affect employee productivity
or turnover?

il e s il ki 1 For each challenge, risk, or
gobal population e Packaging. o rofiabilty .
e : * gt opportunity, how much control does
;u‘;"""‘“ ) il 0w Smithfield have over it?
o impactof beal ressgemen. Pt :mm:‘p
food movement. o Watsr qualty . . . q
hadilan i Smithfield interviewees only:
£ 1 What issues do you perceive are
= most important to stakeholders and
g ENVIRONMENT COMMUNITY ,>
] oo . m:\:nwml . :;;I;ipamnlnmbic o Energy use . mm:m Why ¢
; R it m:""':“ :;mnmmmmm E“mum. OPERATING GLOBALLY 9 Which stakeholders are most
EMPLOYEE! [} » Employoe health . uiations: . . .
g o Dnerstty o Responsible marketing and safety . mm |mp0rtant to Smithfield?

POTENTIAL IMPACT ON SMITHFIELD FOODS

Smithfield Foods Materiality Matrix (FY12)

The information collected through this process resulted
material issuesd those of greatest impact on Smithfield Foods and the highest concern to stakeholders. Those
i ssues appear in the upper right box, and are the issues

and sustain value today and in the future.

APPLYING THE RESULTS

The company used the results to continue to place high importance on its animal welfare and food safety
programs, but also increased its focus on creating value in the local communities where it has operations. Goals
are now in place that include stakeholder engagement, community outreach, and educational participation at the
local level. As much as is practical, the company weights discussion around the topics that have been identified
as most material to its business and to its stakeholders in its annual sustainability reporting.

An updated materiality analysis is being planned by the company for 2015/2016 to address the new GRI
guidelines.
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Materiality Case Study: Tennant Company

In 2013, Tennant Company revisited and evolved its strategy for the next phase of its sustainable enterprise
initiative. This was a multi-step process and will be an ongoing activity as the company continuously refines its
sustainable enterprise. The first step for Tennant was to identify stakeholder groups and key members of each
group. For each group, the company defined its strategies and tactics for engagement. Not all groups were
engaged directly or by the same methods. Where direct dialogue was not practical, Tennant employed proxies.
Table 1 on the following page i fStakeholder Engage me nt St r at e giylistaaach stdkaholder gcospd
the strategies for engaging them, the tactics the company used and their concerns and priorities. The

c o0 mp a thiedmimary stakeholder groups are: customers, investors and employees. These are also the most
active users of its sustainability reporting.

The objective of this stakeholder engagement and materiality exercise was to identify and prioritize stakeholder

needs, expectations and concerns. This process resulted in a long list of aspects on which the company could

potentially report. The material aspects are covered either inthe bodyof t he companyo6s FY2013 S
Report or the GRI Index.

For the customer stakeholder group, the company directly engaged its Strategic Accounts sales managers and
fmi necduit omer sd Requests Cuwgt dnopthieameetestsand cgnEerms ase) .
Greenhouse gas emissions (carbon and energy), water, and waste. An emerging area of interest is the

c 0 mp a mayué Kream, both up and down. Human rights, labor practices, safety, ethics and corruption are the
core aspects asked aboutt h e ¢ o myalaerstyears.

Investor engagement was done through investor meetings witht he c o mpxaeagWtsi vesprimarpnvest or s
interests are economicandgove r nance, aspects ¢ oVSEE#ings. Howeverhteereisarmpany 6 s
emerging interestint h e ¢ o mgndaronynéntal stewardship and carbon reporting.

Tennant engaged its employees in two ways. First, through an all employee attitudinal survey, which the
company conducts about every two to three years, and second, through a series of regional materiality
workshops.

M ATER| AL|TY WORKSHOP S Stakeholder Materiality Analysis Matrix

During 2013, Tennant conducted six materiality workshops. Workshop tntred

participants representedthe key acti vities atmajea: RO e Y
locations globally. Thef i r st st ep was t o b mnterhahs PO WS PO OUNTES
and external impacts on the environment, society, and economy. The GG T

company then used a structured prioritization process, based on the GEMI

z
. . . .. o . . § ENTERPRISEWATER (CLIMATE CHANGE MITIGATION
Met r i c s N #ulitogprotitizerthe list of these environmental, 8 ® o
. . . s &
social, and economic issues and opportunities. The company plotted each g e mosgon
i ssue or opportunity accordi naindto : PO RS | of
the i mportancscceass Tennant 6s & Wéw
The company found many issues and opportunities were similar or
related. These were grouped through an affinity mapping process. There
were two outputs from this exercise: HPORTANT IMPORTANCE TO TENNANT VERY MPORANT
ﬂ Stakeholder mate”a“ty analys|s matnx " Includes corruption, ethics, community involvement, human rights, product safety, employee health and safety
1 Focusareasfort h e c¢ o myustamgble enterprise initiative. Stakeholder Materiality Analysis Matrix (FY1

These are: Products, GHG Emissions/Energy, Waste (all forms),
and People and Communities.

The final phase to establish objectives, goals and metrics was completed in 2014. For the goal-setting process,

the company empaneled several small working groups. Working group members were company leaders who

have a key role and impact on achieving results in a given focus area. The working groups established goals for

each area that will be tracked and on which the company will focus its sustainability reporting. These objectives,

goals and metrics can be found in the focus area sectonsof t he companyds FYepdtl3 Sust ai
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Tablel: Tennant Company Stakeholder Engagement Strategy and Tactics

CUSTOMER, INVESTOR AND EMPLOYEE STAKEHOLDER
ENGAGEMENT STRATEGIES, TACTICS AND AREAS OF INTEREST

=
=
z
2
s
)

£

Major Issues and
Concerns (repor

TABLE 1
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Materiality Case Study: Union Pacific

Union Pacific regularly engages with stakeholders in a multitude of forums across its operations, which span
32,000 miles and more than 7,000 communities, in which our employees live and work. This allows the
company to understand the context of the most material issues on an ongoing basis. As a result, Union Pacific
has concluded that it has the context necessary to understand material issues for its sustainability management
and reporting without a further formal materiality assessment. This approach follows the GEMI materiality
assessment flowchart by concluding that internal resources can adequately address the subject.

The company regularly relies on input from community forums, customer surveys, employee engagement tools,
and external resources to identify items of greatest value for the company and its stakeholders. This led the
company to commit to four key sustainability and citizenship pillars: Operating Safely, Strengthening
Communities, Engaging Employees and Preserving the Environment. The company uses the Global Reporting
I nitiativeds G4 Guidelines to i nfladditionrUnipmoPadific uses amo n
Enterprise Risk Management process to incorporate input from internal departments, including Strategic
Planning, Operations, Law and the Environmental Management Group, to identify risks and opportunities. Each
department plays a role in managing risks and opportunities and evaluating materiality and priorities. This work
results in 17 primary Key Performance Indicators i pictured below i that the company reports on each spring in
its Sustainability & Citizenship Report, along with dozens of supporting initiatives.

OPERATING SAFELY 2012 2013 2014
Rail crossing accidents (par milion rain miles) 238 0929 2.34
Reportable injury rate® 1.08 1.10 098

(per 200,000 employee-hours)

Public outreach About 8,500 events About 9,000 events
reached 704,000 pacple reached mara than

616,300 people

13,580 events, reached
mare than 629,500 people

STRENGTHENING COMMUNITIES 2012 2013 2014
Reported net income $3.9 billion $4.4 billion $5.2 billion
Operating revenue $20.9 billion $22.0 billion $24.0 billion
Capital program $3.2 billion $3.6 billion $4.1 billion

(private funds, no taxpayer doilars)

Spend with minority- and $430 million $484 milion $509 million
women-owned businesses

ENGAGING EMPLOYEES 2012 2013 2014
Percent of employees unionized BEW BE%% 85%
Workforce diversity 5% Female, 95% Mala 6% Fomale, 94% Mala 6% Female, 34% Mala
1% Asian 19 Asian 2% Asian
11% Black 11% Black 11% Black
T4% Caucasian T4% Caucasian T3% Caucasian
12% Hispanic 12% Hispanic 12% Hispanic

286 Native American 286 Native American 2% Native American

U8 Population 2011 census dats (permits raporting of mora than one raca): 5% Asian, 13% Black, 78% Caucasian,
17% Hispanic, 19 Native A marcan

PRESERVING THE ENVIRONMENT 2012 2013 2014

Energy usage
Water usage withdrawals™

GHG emissions

Locomotive fossil fual emissions (scope 1)

Fossil fuel emissions (scopes 7 and 2)

Employee travel (scope 3)
Waste"

Total waste generated

Tonnage diverted from landfils

E-waste™""

456 million megawatt hours

2.82 billion gallons

11,149,798 metric tons
11,940,205 metric tons
16,932 matric tons

1.12 million tons
T6%

Approximately 405,000
pounds recycled or reused

*Restated 20122013 to reflect previous employee-hour miscalcuizions
""Reslated 2013 fo remove Merra data

“Restated 2013 to include new date identified through further anaiysiz

***Restated 2012/2013 to exclude packagng

45.7 million megawatt hours

2.24 billion gallons

11,153,933 metric tons
11,953 871 metric tons
18,210 metric tons

1.0% million tons
T6%

Approximately 370,000
pounds recycled or reused

48.4 million megawatt hours

2,09 billion gallons

11,850,514 metric tons
12,666,733 mefric tons
19,977 metric tons

1.10 million tons
TT%

Appraximataly 270,000
pounds recycled or reused
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ABOUT GEMI

GEMI is the global leader in developing insights, networking, and
creating collaborative sustainability solutions for business.

LEADERSHIP: GEMI is an organization of Director and Manager level corporate sustainability
leaders dedicated to fostering global environmental sustainability excellence through the sharing
of tools and information.

=0 SOLUTIONS: For 25 years, GEMI has captured the vision and experience of corporate
m environmental sustainability leaders through the development of a wide range of tools designed to
w help companies improve the environment and provide business value.

MEETINGS: GEMI provides a forum for global corporate sustainability thought leaders to learn
: L f from each other, develop collaborative solutions, and engage with strategic partners to advance
solutions to emerging environmental and sustainability challenges.

The guidance included in this document is based on the professional judgment of the individual collaborators.
The ideas in this document are those of the individual collaborators and not necessarily their organizations.
Neither GEMI nor its consultants are responsible for any form of damage that may result from the application of
the guidance contained in this document. This document has been produced by the Global Environmental
Management Initiative (GEMI) and is solely the property of the organization. This document may not be
reproduced nor translated without the express written permission of GEMI, except for use by member
companies or for strictly educational purposes.

FOR MORE INFORMATION

GEMIb mission is Collaborating for Sustainable Business Solutions. If you would like more information
about this Quick Guide, or if you have any suggestions for this guide or future guides, please contact

info@gemi.org.

GEMIwl1 155 15TH STREET, NW, SUITE 500 A WASHI
P: 202-296-7 4 4 9vwwhgemi.org ATwitter: @GEMInews
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