at Lucent Technologies



Lo T

Bl L e

-
We make the things that make
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COMMUunICanons work

Our commitment: Care for the environment,
health and safety will become second nature -
integrated into all our business processes.

Heritage of 127 years. An independent company
since October 1, 1996.

Our job: provide our customers with the world's
best and most innovative communications
systems , products, technologies and support.

121,000 employees - nearly 20% of them outside
the United States.

Business volume $23-billion a year. A Fortune 35
company.

At our heart is our research arm, Bell
Laboratories.

Also four businesses that focus on today's
revolution in communications:

Network Systems - provides public
networking systems and software to
telecommunications providers and
cable companies around the world.

Business Communications
Systems - develops, manufactures,
markets and services advanced
communications products and
systems for businesses.

Microelectronics Group - designs
and manufactures high-performance
integrated circuits, opto-electronic
components, and power systems for
telecommunications and computing.

Consumer Products - designs,
manufactures, sells, services and
leases communications products for
consumers, small businesses and
mobile callers.

Headquarters:

600 Mountain Avenue
Murray Hill,N.J. 07974
908-508-8080

http://www.lucent.com
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committed to making Nealth, saret)

and the environment second nature”,

a way of doing business, integrated

and vital 1T all wWe d €).

To achieve our business objective - We
make the things that make communications
work.™ - our company has many
relationships. One of these is with customers
who use our products and services. Other
relationships are also vital. We operate within
communities. We use resources and interact
with the physical environment. We rely on the
talents and energy of our people, whose
health and safety sustains our innovation and
productivity.

In all our relationships, acting responsibly is
the right thing to do. It shows up on the
bottom line because acting responsibly
inspires the trust of customers, employees

and investors.

- Our responsibility to our
communities includes
protecting the physical
environment.

- Our responsibility to
employees requires
safeguarding their health and
safety.

- Our responsibility to
customers means providing
goods and services that are
safe, energy-efficient, and
environmentally preferable.

- Our responsibility to
shareowners means minimizing
risk and liabilities.

Our "second nature" must accord with the
requirements of nature itself. We add value
to the products we sell by taking account of
the systems in which our products' life cycles
occur. Increasingly, we design for the



We build from a
strong history of
performance in the
environmental,
health and safety

(EH&S) arena.

environment just as we design for
performance, manufacturability, testability,
reliability, and quality.

Lucent Technologies was separated from
AT&T during 1996, becoming a totally
independent company on October 1. In this
first Environmental, Health, and Safety
Report, Lucent Technologies is pleased to
report the progress we sustained during this
year of transition. We build from a strong
history of performance in the environmental,
health and safety (EH&S) arena and are
aggressively moving to improve.

- We continued a heritage of
goal setting by committing to
achieve key targets by the year
2000. A systems approach,
driven by tangible goals, will
enable us to be among the best
in EH&S performance while
enhancing other fundamental
business capabilities.

- Operating units began
establishing environmental
management systems based
on recognized standards. The
aim is for a systematic
approach to environmental
performance that helps qualify
our products for sale
everywhere.

- Our Environmental Heroes
program created visibility for
the people and programs in our
business whose responsible
action we want others to
emulate.

- In worker safety, nine major
Lucent manufacturing locations
have achieved STAR or MERIT
status in the United States
Occupational Safety and Health
Administration, Voluntary
Protection Program (VPP).

- Lucent is considered an
"Energy Star" Ally by the United
States Environmental
Protection Agency for helping
our customers manufacture
energy-efficient computers.

- Our recently launched Quality
Health Care System facilitates
reporting on employee health,
streamlining the management
of benefits and compensation
and providing accurate and
timely data to drive health and
safety management
improvement programs.



In these pages we detail the status and
progress of our commitment to environment,
health, and safety. We're proud that this first
report from Lucent Technologies presents an
already strong baseline and movement
toward goals set in the past. And we pledge
continued movement toward making
environment, health and safety an integral

part of our business processes.
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Chairman and President and

Chief Executive Officer Chief Operating Officer
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Lucent Technologies Environment, Health and Safety

Lucent Technologies is committed to
protecting the environment and the health
and safety of our people, our customers and
the communities where we operate. Meeting
this commitment is a primary management
objective and the individual and collective
responsibility of all Lucent employees

worldwide. To that end, we shall:

Comply with all applicable
environmental, health and
safety laws, regulations and
Lucent's Global EH&S

standards

Establish management
systems for environment,
health and safety based on
recognized standards, and set
company-wide goals for

continual improvement

Integrate environment, health
and safety into our business
plans and decisions - including
the design, production,
distribution and support of our

products and services

Ensure that our products are
safe, and work with suppliers
and customers to promote
responsible use throughout

their life cycle

Reduce environmental impact



and conserve natural
resources by minimizing waste
and emissions, reusing and
recycling material, and
responsibly managing energy
use

Motivate and prepare all
employees to take personal
accountability for protecting
the environment and creating

a safe and healthy workplace

Be a leader in deploying and
promoting innovative, cost-
effective environmental, health
and safety technologies and
procedures both within and

outside the company.

We will regularly review and improve this
policy, communicate it to employees, and

make it available to all stakeholders.
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Envirenment, Health and Safety Management Systems

recognizes that the key to a long-term,

effective program in

1 and

Complying with high
standards requires a
management system
that asserts clear

leadership.

is a set of supportive

Compliance with regulatory, legal and
customer standards is the first requirement
of EH&S in Lucent Technologies. To ensure
continuing compliance with these standards,
we are deploying discipline in the form of
management systems for environment,
health and safety. Lucent Technologies
has the goal of implementing
environmental, health and safety
management systems for at least 95
percent of our products, services,
operations and facilities by the year 2000.

These systems begin with the Lucent EH&S
policy (page 4). The policy requires the
establishment of EH&S management
systems that include procedures to:

- identify potential impacts
- set objectives and targets

- establish training and programs to meet
targets

- audit the programs and

- report to top management to ensure
improvement.

With a management system, responsible
practices for environment, health and safety
take their place as integrated elements in
budgets and business planning processes.
Complying with high standards requires a
management system that asserts clear
leadership and results in practices with a
defined focus. This is the means by which
managing for environment, health and safety
truly becomes "second nature" within
Lucent's business processes.

To date, 13 percent of Lucent's operations
have implemented health or safety
management systems based on recognized
standards. This is more than double the rate



IN 1995, the baseline year. A total ot 13
Lucent locations, including all those of the
Microelectronics Group, have established
certified environmental management
systems. Many others have EH&S
management systems expected to evolve to

or match recognized standards in 1997.

ENVIRONMENTAL LEADERSHIP

Progress toward implementing
environmental management systems to date
includes the following:

- Lucent's Microelectronics Group has
gained business-wide ISO14001 certification
(early 1997) for its 10 manufacturing and
design locations in six countries as well as its
headquarters location. The Group was
invited to participate with a handful of
companies to showcase a United States
Environmental Protection Agency regulatory
re-invention program called Project XL
("excellence in leadership"). The
Microelectronics project uses the
environmental management system to
streamline regulatory reporting and
permitting, saving resources for substantive
compliance activities.

- Lucent's Network Systems unit gained
ISO14001 certification of its production
facilities in Madrid, Spain, and Rouen,
France, in 1996. Three other Lucent Network
Systems locations outside the United States
are currently piloting ISO14001-based
management systems.

- Business Communications Systems is
working toward environmental management
system certification for its headquarters and
R&D operations by the end of 1997.

- Other efforts are under way in the
remaining units of Lucent Technologies.

Four key elements in Lucent's compliance
assurance are aimed at sustaining
environmental leadership:

- corporate audits

- unit self audits

- annual compliance report
- assurance letter process.

These elements ensure that adequate
resources are dedicated to solving any
problem, with a systematic correction applied
consistent with Lucent's quality improvement
principles. The assurance letter is the final
rung in the compliance management ladder.
As top management learns of problems and
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addressing them. In the assurance letter, the
head of a unit outlines the management
systems, training, personnel and funding
dedicated to compliance objectives. The
letter also specifies any actual or potential
EH&S issues that could materially impact
human health or the environment.

The Lucent Global EH&S center monitors
EH&S performance throughout the business.
It partners with EH&S officers in every
operating unit. Together, they work on
integrating EH&S goals into business and

operational plans.
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What is an Environmental Management System?

A management system is key to making
"second nature" the management and
continuous improvement of the
environmental aspects of our business
processes.

An environmental management system is
a set of policies, programs, procedures
and processes by which an organization
assures itself (and others, when asked)
that its business practices enable it to
comply with environmental requirements -
whether imposed by law, by customers, or
by the organization itself. Since standards
constantly evolve, an environmental
management system must be flexible and
robust in order to identify and deploy
appropriate responses to new
requirements.

A number of international environmental
management system models exist. One,
called ISO 14001, has been developed
and endorsed by the International
Organization for Standardization (1SO).
Many Lucent units expect to align their
practices with this standard, and some
have already. Market requirements may in
some cases dictate the selection of a
different environmental management
system model.

Increasingly, our customers require that
we have systems such as ISO 14001 in
place. Some customers, notably in
Western Europe, are making an
environmental management system a
requirement for doing business. Lucent
Technologies also will increasingly expect
disciplined environmental management
from its own suppliers. Lucent locations
have earned ISO 14001 certification.

Lucent Technologies has committed to
applying a management system approach
to the management of health and safety
as well. This supports our objective of
integrating all EH&S considerations into
our business processes.
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AUDIT PROGRAM

Integrated environmental, health and safety
audits are a central element of Lucent
Technologies' compliance assurance
process. The audits evaluate compliance
with legal and company requirements and
identify areas for improvement. Lucent
employs trained internal auditors as well as
external consultants to conduct
environmental, health and safety audits.

The audit program applies to both Lucent-

“The Lecent Glabal owned locations and to joint ventures in
which Lucent holds a majority interests or
LHES Demar ety has operating control. One audit process
applies to manufacturing and research and
Rl TQEEnRF Bacl development sites, another to

administrative locations. The process for
administrative locations was redesigned in
1996. Auditing for environmental
management systems under the 1ISO14001
standard also began in 1996, and 30
Lucent employees received training in
Company-vilte auditing to this standard.
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benefiting all our As a global company, Lucent addresses the
differing legal requirements in countries
where it operates. In all locations, we audit
for compliance with local laws and
regulations as well as Lucent's own
worldwide EH&S standards.
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Manufacturing/R&D Audits

In 1996, 28 manufacturing and R&D
locations were audited. Several new and
acquired facilities were audited for the first
time while others of higher risk profile
underwent their fourth audit since 1990. All
facilities performed satisfactorily. In general,
average audit performance has risen since
1990. Lucent's Global EH&S center tracks
local follow-up on improvement items
coming out of the audits to ensure
completion.

Administrative Audits

In 1996, 76 administrative locations were
audited under a new audit protocol. While
nineteen of these locations demonstrated
performance that requires improvement,
there were no open items following the





