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ALCATEL-LUCENT

VISION: to realize the potential of a connected world

OUR MISSION: to deliver the innovation our customers need to stay ahead, to evolve, to become more
efficient, and to move at the speed of ideas.

CORPORATE SIGNATURE: AT THE SPEED OF IDEAS.

e Headquarters: Paris, France e R&D Budget: €2.5 billion
e Annual Revenues: approx. €16 billion e Active Patents Held: 27,900
e Employees: 79,000 + e Patents Awarded in 2010: 2,400
e 130 countries e Nobel Prizes Won: 7
SERVICE STRATEGIC
PROVIDERS INDUSTRIES ENTERPRISES
— e . |
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WE SERVE B leader in mobile, fixed, 1P We provide end-to-end We help our enterprise
and optics technologies, and turnkay commiinications and government cusfomers
a pioneer in applications and integration that improve worldwide intercornect
senvices, we offer complete rpuality of life through hetter thelr networks, people,
solurions that help service energy management, efficient processes and knowledgs
nrowiders and their customers transportation and improverd to make money and
realize the potential of a government services. SENC THONCY
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ALCATEL-LUCENT CORPORATE RESPONSIBILITY
PRIORITIES

9 o ECO-SUSTAINABILITY e OUR SUSTAINABILITY
VALUES

¢ Zero-tolerance stance on compliance
violations

Continue to lead the industry in
developing and deploying globally
recognized innovation in eco-sustainable
communications technologies.

e Collaborate and do business only with
partners, including suppliers, contractors

® OUR PEOPLE and sub-contractors, who share and
support our values

Invest in our people & talents while

reflecting the diversity of the markets * Fully engage as citizens of the
we serve. communities where we do business

firi"w ¢ DIGITAL INCLUSION

&

100 Ay

Realize the potential of a connected
world by developing and deploying
affordable communication solutions.
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WHY DOING IT?
SUSTAINABILITY IN CUSTOMERS RFX

SUPPLY PROCUREMENT

+ Interestin Opex savings but ROI still OPERATORS Lo NCIPLES ACTION
relatively small _
Viodafone Medium Low
i ) _ High Medi
«  Supplier sustainable practices BT 'g =
mandated in RFI/RFPs Telefonica High Low
v But currently NOT as important as DT High Low
features & price
FT/ Orange Medium Low
Sprint High Low

« However a shift may be occurring

v BT: 5% weight for suppliers’ AT&T Medium Medium
sustainability in REPs, 10% in 2012

Verizon High Medium
v Sprint: 90% suppliers complying with its _ _ _
environmental standards by 2017 SIE L ail Ll .
Singtel Medium Low
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WHY DOING IT?
AVOID CUSTOMERS IN-DEPTH INVESTIGATIONS

= Demonstrating high sustainability performance avoids being deeply
assessed / audited by customers

= Sustainability performance is demonstrated with:
= Leadership in DJSI
= High scoring in EcoVadis and e-Tasc Sustainability ratings
= Participation in the United Nations Global Compact
= Reporting on Sustainability following the Global Reporting Initiative
standard (in our Sustainability report)
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WHY DOING IT?
IMPORTANCE OF INTANGIBLE ASSETS

Components of S&P 500 Market Value
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Source: Ocean Tomo

The past quarter century has seen a huge macroeconomic value inversion. In 1975, more than eighty percent of corporate value
reflected in the S&P® 500 resided in tangible assets while intangible assets accounted for less than twenty percent of the value. By
2010, these values have replaces each another with intangible assets now accounting for eighty percent and tangible assets
accounting for the remaining twenty percent of the corporate value.
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WHY DOING IT?
GROWTH OF RESPONSIBLE INVESTMENT

Growth in PRI Signatories and Assets Under Management
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Number of Signatories —t— Assets Under Management
Source: PRI Secretariat April 2011
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WHY DOING IT?

REGULATORY PRESSURE FOR SUSTAINABILITY

REPORTING

European
Union

Consultation on
mandatory
ESG Dizclosure
(2011) A

'\--.___.-:-""r’/

Denmark
Amendment
Danish
Financial 2
Statement Act China
M, (2008} 4] Green Securities
Policy
\ (2008)
.
\‘-\""-l-___.--’

Finland India
Govemment . Amendment Companies
Resolution on R'Egu‘atlﬂns Act, 1956 on Section
State Ownership 217 (1) (=),
Policy (2011} on ES_G 5y {2008)
A Reporting
United
Australia Kingdom
Financial Companies Act{2005)}
Senvices Reform Climate Change
Act (FSRA), Acti2008)
(2010) Stewardship
Code (2010) -
} France sa SERERT
Article 225 of
the Dodd-Frank Act
Grenelle |l Law {2010}
{2010}
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PURCHASING DOMAINS
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PURCHASING ORGANIZATION

Procurement &
Design-to-Cost
Jean-David Calvet

Sourcing functions
Pr’ﬂdl.llct Project Sourcing End Use China Sourcing
Sourcing /OEM Jean-Pierre Lau Peter Xu
Denis Laxagues Dominigue Vincent
Design to cost
Cx:umpler.ut}r Complexity Reduction Cost Reduction Cost Reduction C.{:nst IHeductlun
Reduction Product Attached . , Applications Software
. Enterprise Products Services
Components Services Jerome Krie Winfried Hamer Group
Pacolo Danielutti Yanm Rouveyre g Jérdme Krieg
Cost Reduction Cost Reduction Cost Reduction Cost Reduction
Wireless Wireline Optics IPD
Francois Cazeils Luc de Clercg Jan Van Buggenum Andy Thompson
_________________ |

Support functions

. . Procurement Processes Procurement
Quahty,ﬁ[gg;iphance & Systems and Finance Hurnan Resources Shared Services Legal
Deann Hargis Procure-to- Pay Bertrand Panchout Isabelle Gauthier Centers Cindy Smith
g Joelle Gauthier Pascal Roy

WE ARE HERE
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BENEFITS OF RESPONSIBLE PURCHASING
PRACTICES

PwC / EcoVadis / INSEAD study ‘value of sustainable procurement practices’
AR RETY T
-:- =- _; 1" :l !I":'_u". -L: '_ :
ROCUREMENT
ERAGE PROGRAMME IMPLEMENTATION
TYPE DESCRAIFTHOM RESULTS COSTE PROBABILITY
cat reduchon  Faduchon m total cost of
owwvnarship inkad to reducad
ansrgy costs, educed C-05%: of total Up i 8 s
owver-spaciication, reduced renanLie per High
consumpiion and reduced projact ! pattyoiachs
oAl and ervircnmeantal
compliance oosls
4 Hisk reducticn  Financial impact on brand Additions! diroct _
vaiue from bad supplier costsasaD7% o 083 limes Lo
praciices {e.g., chid labour, o tokal iEAar payback
oAl poliution); economic cosl —— —
of supply chain disruptions Decraasa of
{e.q.. noncompliance with 12% In market A Loy
amnviranmental reguiations) ap
Additional revanua theough
= WIOMRIEY O SC0 Al 05%oftotal  Up to 58 times
productsfzanices, prnce ¥ Medum
pramiurm o mcome from igriade peyiiach
recycling programimsas
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EXAMPLE OF COST REDUCTION
IN PURCHASING
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EXAMPLE OF SUSTAINABILITY RISK IN THE

SUPPLY CHAIN

«eeeee Alcatel-Lucent

Y
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EXAMPLE OF BUSINESS OPPORTUNITY IN THE
SUPPLY CHAIN

&

Z“ freescale’

semiconductor

LIGHTRADIO CUBE
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REQUIRE
Sustainability
commitments

ASSESS
Supplier
Sustainability
practices

IMPROVE

Sustainability
performance

AT THE SPEED OF IDEAS™

THE 3 PILLARS OF SUSTAINABILITY IN SUPPLY
CHAIN

Contractual requirements based on our supplier code of
conduct (EICC) and Environment, Health and Safety clauses

Product or service-specific sustainability requirements
integrated into specifications, requests for purchase...

Sustainability integrated as an element of supplier risk
analysis and as a selection criteria

Assess supplier Sustainability management systems

Audit Sustainability practices to ensure they correspond to
sayings

Minimum level of expectation of assessed suppliers

Require Improvement plans further to unsatisfactory
Sustainability ratings and audits

Support and communicate through workshops and
exchanges

COPYRIGHT © 2011 ALCATEL-LUCENT. ALL RIGHTS RESERVED.
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REQUIRE: OBJECTIVES AND WHERE TO USE?

purchasing agreements or when creating an account in the

« Corporate Responsibility Commitment from all suppliers in
m system

Purchase . -
Order Sus!:a|nab|l|ty Contractual
commitment when
terms & - - templates
.- creating supplier account
conditions
United Nations Global V V
Generic Compact
requirements EICC Code of Conduct Rev -V
3
Activity-specific EHS Clauses V

requirements

..................................................................................................... Alcatel-Lucent @
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REQUIRE: SUPPLIER CODE OF CONDUCT

Ethics

Business Integrity

No Improper Advantage

Disclosure of Information

Intellectual Property

Fair Business, Advertising, Competition
Protection of Identity

..................................................................................................... A|cate|.|_ucent
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REQUIRE: SUPPLIER CODE OF CONDUCT

AT THE SPEED OF IDEAS™

1)

2)

3)

4)

9)

Freely Chosen Employment

Forced, bonded or indentured labor or invaluntary prison labaor shall not to be used. All work
will be voluntary, and warkers shall be free to leave upon reasonable notice. Workers shall
not be required to hand over government-issued identification, passports or work permits to
the Participant or Labor Agent as a condition of employment.

Child Labor Avoidance

Child labor is not to be used in any stage of manufacturing. The term “child” refers to any
person under the age of 15 (or 14 where the law of the country permits), or under the age
for completing compulsory education, or under the minimum age for employment in the
country, whichever is greatest. The use of legitimate workplace apprenticeship programs,
which comply with all laws and regulations, is supported. Workers under the age of 18 shall
not perform waork that is likely to jeopardize the health or safety of young workers.

Working Hours

Studies of business practices clearly link worker strain to reduced productivity, increased
turmover and increased injury and illness. Workweeks are not to exceed the maximum set
by local law. Further, a workweek should not be mare than 60 hours per week, including
overtime, except in emergency or unusual situations. Workers shall be allowed at least
one day off per seven-day week.

Wages and Benefits

Compensation paid to workers shall comply with all applicable wage laws, including those
relating to minimum wages, overtime hours and legally mandated benefits. In compliance
with local laws, workers shall be compensated for overtime at pay rates greater than
regular hourly rates. Deductions from wages as a disciplinary measure shall not be
permitted. The basis on which workers are being paid is to be provided in a timely manner
via pay stub or similar documentation.

Humane Treatment

The Participant’s disciplinary policies and procedures shall be clearly defined and
communicated to workers. There is to be no harsh and inhumane treatment, including any
sexual harassment, sexual abuse, corporal punishment, mental or physical coercion or
verbal abuse of workers: nor is there to be the threat of any such treatment.

18
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ASSESS: BUILDING BLOCKS
Risk mapping

- Overall Risk / Performance Assessment

- Sustainability management systems
ratings

- Suppliers Scorecards

- Onsite audits
- Quality Audits

- Corporate Responsibility audits

AT THE SPEED OF IDEAS™ o
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ASSESS: RISK MAPPING

Domain

Council

Subcouncil

Risk level

OEM

OEM

OEMIT

OEM Software

OEM Telecom

Strategic industries & Civil Works

Maintenance

Project sourcing

Services

Network Design

Installation & commissioning

Turnkey Civils Works

Marine services

Technical Assistance & Project Management

Maintenance

Maintenance & aftersales

Repair services

Consulting & integration

Product sourcing

Specific Components

Standard Components

Electromecanical components

Interconnect

Enclosures, Mechanical Parts & Sub-Assemblies

Energy Systems

Installation Material

Repair

Electronic Manufacturing Services

Radio frequency and microwave

Optical components

RFS

AT THE SPEED OF IDEAS™

COPYRIGHT © 2011 ALCATEL-LUCENT. ALL RIGHTS RESERVED.
ALCATEL-LUCENT — INTERNAL PROPRIETARY — USE PURSUANT TO COMPANY INSTRUCTION

Alcatel-Lucent @



ASSESS: RISK ASSESSMENT

) Eco¥adis - Mogzilla Firefox i =
File  Edit Wiew History Bookmarks Tools Help
Mf’bﬁv E&%@garwerrélouﬁﬁraiishi@‘ x | v Ecovadis x |+ |
(- " ecovadis-survey.com | hbtps: [ fes, ecovadis-survey.comecoPorkal [RAN, aspx c 'ﬂ - Google )_| ﬁ‘
Hi Flerre_LauisFrouer Ilueentcam || Sign Lun ;I
@ Dashboard Ewvaluation Risk Profiles
Alcatel-Lucent
Risk Analysis Categories Countries
Previous Analysi o
+ Previous Ana y5|.s Input Data 7&1.‘;'
+ Excel template file
— Buyer CSR eHposure —Supplier information
Product / Service end-use Supplisr Narme:
 Internal only (& Qur Custormers T T e
Supplier Business criticality H
{ ) |Ecoiadis Category M|
= " Low " Moderate " Strong i
Open Webinar
Supplier dependence M
" Low (" Moderate " Strong Country : :$élgét goum_:r_l,; ‘.'."
Relationship with supplier
Size :
= 5 years " = 2 years o Mew ¢ small ¢ Medium ("~ Large
Approximate Spend ¥Yolume L
IS0 14001 certification
¢ 0-1M4 ¢ 1-10M$ ¢ o=10ME
" es " Mo

OHSAS 18001 certification
" es Mo

Code of conduct

o es Mo

Calculate Risk |
| import il | o
% Find: Isigma— & Next @ Previous & Highlightal [~ Match case
d'vémarrer| | & @ 0] (3 |[@ ecovadis - Mozilla Fir... || Boe de réception - Micr... | L7 DiiDocuments and Setti.. | 3] AlcatebLucent Achats du...| | 9% I [ % , DGR TRED % w0
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ASSESS: RISK ASSESSMENT

7) Eco¥adis - Mozilla Firefox =E]x]
File Edit Wiew History Bookmarks Tools  Help
[ i :  Ecovadis x |+ |

(— :, erovadis-suryay.com | https:f fwe, ecovadis-survey.comfecaParkal (RAM, aspi

c | [y~ soogle )
Import file

. select File |

Details

The industry sector presents high environmental risks (related to the
production process and to the products}, low social risks and low ethical
risks. The industry sector overall CSR risks are Medium low.

Supplier headquarter country CSR risks are high.

Supplier C5R Risk

Supplier CSR assessment {priority)

Buyer (SR Exposure

Input Data

Product / Service end-use 1 Cur Customers Commodity : Manufacture of electronic c..
Country : China Size : Small

I50 14001 certification : Mo

OHSAS 18001 certification : Mo

Code of conduct = Mo

Supplier Business criticality : Strong
Supplier dependence : Moderate
Relationship with supplier : = 5 pears
Approximate Spend ¥olume : >10M$

Powered by
+ Ewaluation + Help + Glossary + Sign ot :

ecoyadis
+ Dashboard  + Category Risk Profile  + User manual  + Country Risk Profile

technicalsupport@ecovadis.com

=
x Find: |sigma ¥ et 4 Previous e Highlight all 1™ Match case
Q}Dénﬁarrer‘] | & @ O] (@ || @ Ecovadis - MozillaFir... | O]Bote de réception - Mic . | (5 ripocuments and setti... | ] alcatel-Lucert Achats du...| | LICON £ |!>J£]@ ARG TRED S 161z

Alcatel-Lucent @
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ASSESS: CR RATINGS EVALUATION CRITERIA

e

ecoyadis

\

Operations - Business integrity

Child Labor :
e Energy consumption & - Corruption
co, g Forced Labor - Bribery

. Wat ¢ Non-Discrimination . .
ater managemen Freedom of association | Anti-competitive

e Local Pollutions (e.g. practices
noise, odor, dust, etc...)

Supplier’s
practices

Working conditions - Intellectual property /

* Ezvtve?i{all_isazgrrlcelmzals Air (wages & benefits) Confidentiality of data
= emissions (except CO,), tcrggﬁienrgmanagement & POLICIES
cga '% Waste management Structured labor relations
N4 < Product (i.e. with employee
%z e Eco-design: use and rEeprcTsental’E:velst)h 5 ACTIONS
iy end of life Sn’%p oyee ?a_ %
a2 e Customer Health & Safety| Safety (e.g. Injury

« Sustainable Consumption | !In€ss/ Emergency) RESULTS

{ L Lleeessesssee Alcatel-Lucent @
AT THE SPEED OF IDEAS™ 2
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ASSESS: SUSTAINABILITY RATIN

GS PROCESS

07/10

AT THE SPEED OF IDEAS™

CSR PERFORMANCE < BENCHMARK w
Environment ENV 6
10
Labor Practices LAB 5
Fair Business Practices FB 4 | g
Suppliers Sup 4 | 6
4 * <
2
No Audit report No Comment OEHV LAB FE sup ALL
Qan ( 'S -
§ | Select country 4) f ..[43)Specializec ¢ |
EcoVadis g
ENVIRONMENT Ol F y
LABOR PRACTICES & HUMAN RIGHTS (7]
POLICIES
v v w Company policy on major environmental POLICIES
issues A A Claims policies on selected issues but no
supporting documentation [ human rights
s issues ]

ACTION

RESULT

, No certification of environmental

management system (ISO 14001 or EMAS)

External/ 3rd party audit on environmental
issues [ included in ISOS001 ]

Measures to facilitate aesthetic and
architectural integration of equipment into
local environment

Reporting on electricity consumption
Reduction of energy consumption through
innovative equipment

Measures to optimize transports or reduce
CO2 emissions from transport

Measures or innovative technologies
implemented to reduce, recycle or reuse
waste [ questionnaire declaration ]

Reduction of energy consumption through
employees awareness programs

S
Basic reporting on environmental issues

6 - 10% of fleet vehicles use alternative fuel

Reporting on average fuel consumption [ for
motor vehicules and vans )

More than 80% of the fleet Euro V or EEV
compliant [ questionnaire declaration ]

Labor practices policy on [ working
conditions and career management &
training ]

Comprehensive employees health and
safety policy [ included in the Quality
Management Manual ]

Official targets to reduce occupational injury
& iliness [ questionnaire declaration ]

ACTIONS
A A4\~ No OHSAS 18001 certification

) Declares measures on labor relations but no
public information available

A Declares measures on discrimination issues
but no public information available [
declares to be compliant with German law ]
Regular assessment (at least once a year)
of individual performance

Mandatory heaith check up for all
employees [ guestionnaire declaration ]
Provision of skills development training

RESULTS
™A D Basic reporting on labor practices [ not on
human rights issues )

Reporting on accident severity rate

24
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ASSESS: AUDITS

MOET TYRICA L CRYEHS FINDINGS DLRING QLIALITY AL10ITs

E1E —

ox —

4% —

K —

% —

i . l . . .
PN ST 5-“.'..\‘_15- l"'IJL"'l'WI'- HEALTHERD TEARBMG OF BEAITH EI.'\.L'EH-"I O AHCE H'd'-l.'i-'ﬂ-lul"lﬂ‘i HEROF FFERMANE - NVOOEENT - WOS-SPERC | SITEEMTS RN LIRS
ISE OF M.l'-.!\.l_hE T SFETY I_"":LLI'|T|J SERSRS AMD IAFETT l'?l_'lb'l: WIHES ORTLLANCE - (N6 TN BF EHE TRABENG RECIHDENG WAL BRTERIALE
FEFSIFAL EI'.'L:' Al FOCEILRESS - TRAETHING W SOCHE pOLEY DR TR I.'l.!'an'Eth H'II‘ﬁ I:‘\'S-I:FI. FATY  WITHOOAL  WESTAL WA A MEER T HRMD IR WA A CERA TN
PROTCINE - I BT IDDE BSTRETIONE - DHICESS BERES COH F FETRERE WEASLFES AILES PORICY N EBE INVESTGATION W#PCE
ELAPMENT DR COMDET TS NEMTS FIAH G

ELBENTE

Some 2011 sustainability audit findings:

e Violation of local laws and regulations on working hours;

e Lack of systematic and extensive health and safety risk assessments;

e Lack of GHG emissions inventories and reduction plans;

e Insufficient numbers of employees trained in first aid;

e Lack of policies and/or communication to employees on compensation and benefits;
e Forced labor suspicion (passport withholding)

e Discrimination when hiring workers (pregnancy test)

.....................................................................................................AICateI.LUCent @
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ASSESS: OBJECTIVES AND WHERE TO USE?

remediation

Pre- | Supplier selection Reauest for Specific
selectio | (strategic / key / qxxx Sustainability
n preferred/ ...) Investigation
Remote Supplier Risk
analysis Assessment V (V) V
On-line EcoVadis
assessment | Sustainability rating V V V
Quality Audit (SCA) 24 vV
On-site audit | ¢ sustainability v
audit
Assessment
and audit Improvement Plan V V

AT THE SPEED OF IDEAS™
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IMPROVE: OBJECTIVES

Ensure 80% of assessed suppliers are satisfactory by

end of 2014 (versus 53% by mid 2011) by:
= Ensuring new / selected suppliers are satisfactory:
= Pushing current unsatisfactory suppliers to work on
improvement plans

ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo AICateI.Lucent @
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IMPROVE: SUPPLIER MONITORING

- Integration of sustainability considerations in the supplier relationship:
managed by Commodity Managers in business reviews
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IMPROVEMENT PLANS FOR SUPPLIERS

« Improvement plans for unsatisfactory suppliers

= Address management systems weaknesses identified in Sustainability
Ratings scorecards

= Usually long process
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HELP SUPPLIERS IMPROVE THEIR PERFORMANCES

Useful resources

- Supplier Sustainability toolkit - Glossary, FAQ, Help

- Suppliers workshops 3,; &%

 Trainings
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REQUIREMENTS IN PRODUCT / SERVICE
SPECIFICATIONS
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REQUIREMENTS FOR COMPANIES IN REQUESTS
FOR PURCHASE / REFERENCING
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A SECTOR-SPECIFIC ISSUE:
CONFLICT MINERALS
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Exploitation and trade of conflict minerals originating in
the Democratic Republic of the Congo (DRC) is helping
to finance conflict characterized by extreme levels of
violence in the eastern DRC. This ongoing conflict, |
located in the provinces where minerals used in = = |}
elactronics are mined, has claimed more than 5.4 '
million lives since it began in the late 1990’s.

Mining activity is crucial to the DRC economy.
However, some mines are controlled by militant groups
causing serious social and environmental issues in the
region:

i » GHGm report *Social and Emvironmental Responsibility in Metals Supply to the Electronic
Industry,” hitp /www.qesi orall inkClick aspx?fileticket=anlAuBauWUB%3d8tabid=60 GeS| 5
_ * DR Congo Mineral Map sourcs: GLOBAL 8-5U5TAINABILITH
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Conflict mine

CONGO KINSHASA

R

Serious human rights abuses, theft, extortion

Violence over control and taxation of mineral resources
Forced and child labor

Limited development options ->artisanal and small-scale
mining

Conservation impact, deforestation, eic.

hitp:fiminerals. usgs.gowiminerals/pubsicountndmaps@2449 qif INITIATIVE




The minerals
The number of sources for metals used in a given product can vary over the
life of a product. This is a simplistic view of a supply chain where material
flows downstream to the retailer. More entities typically exist from mine to

retailer.
" Finished
Product
Upstream? - Mineral supply Downstream? - Mineral supply chain
chain from Mine to Smelter from Smelter to Retailer

CONCENTRATE Y Nty
PROCESSORS/ [ RyNippiciin
SMELTERS

Retailer
SFMICOMN,

00D, etc

Producer

Downstream entities mitigate risk through controls to verify ‘upstream’
supplier DRC Conflict Free policies and processes.

PCB — Printed Circuit board assembler
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TARGET/
CAPACITOR
Producer

ICM, PCB,
SEMI CON,
ODD, etc

CONCENTRATE
TRADERS PROCESSORS/
SMELTERS

Upstream Due Diligence Downstream Due Diligence

Multi-Stakeholder collaboration to Companies can ensure CFS smelters are
verify DRC conflict-free smelters used in their supply chain

Conflict Free Smelter (CFS) Company Due Diligence:
assessment - Establish Management System
In-Region Sourcing program « Conduct supply chain risk assessment
« Report results

ICGLR’s mineral tracking & certification
BGR's cerulication & mineral lingerprinling
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SECTOR-SPECIFIC ISSUES:
MATERIALS DECLARATION

Chemical Data wDsuRL
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A SECTOR-SPECIFIC ISSUE:
PVC PHASE OUT

NEALISATION 2911
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INTERNAL PURCHASING PRACTICES

Supplier

practices

Working
hours

Delivery
leadtime

Openness

Management

style

Flexibility
level
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