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Toward Social Accounting.
TO OUR SHAREHOLDERS:

There has been much talk in recent years of corporate social responsibility and of the need to develop some
sort of socialaccountingto gauge howwell a givenfirmis performing-not just as an economic unit but as
a citizen. Indeed, some have suggested that these measOres of corporate performance beyond net profit
should be subjected to an independent social audit,

This insert for the 1972 Annual Report of Eastern Gas and Fuel Associates has been designed as at'
experimental exploration of two aspects of social accounting for "self-auditing" purposes:

(1) What are some internal topics on which management can presently assemble and organize reasonably
accurate and coherent data? .

(2) Which issues of social accountability are of external interest and to what extent are shareholders ''1

particular interested, if at all?.
To explore the first of these aspects we have gathered statistical information that covers four topics from

among the many that are currently of concern to those studying corporate social responsibility:. Industrial safety
4) Minority employment
.. Charitable giving
{I Pensions

To ~xplore the second aspect we have included, at the end of this insert, a short questionnaire which, if you
willmail it back,will serve as a useful measure of shareholder concern with corporate social responsibility and
the reporting of it. No generally accepted standards or methods of presentation have been developed fo'
shareholder reportingon such topics nor is there clear evidenceas to shareholder interest.

The topics for this first report were not chosen because they are necessarily the most important ones. or
the ones that might make us look good, but because. they are the most readily measurable, because our
goals with respect to them are comparatively simple and clear, and because they lie in areas where
management can rather directly influence results. In addition, managerial decisions on these topics can
have a significant impact on earnings per share.

In the process of making this first consolidationof social data fromour variousoperations, we found that
our records were less complete and less certain than we had believed. We also found that even inadequate
disclosure begins to exert a useful pressure on management to comply with new public expectations as to
the conduct of,large corporations. It may also be some of the best evidence that management is sincerely
concerned and makingan effort to meet proper expectations.

Four major recurring principles for the quantification of social responsibility have been suggested:

The first is that our priorities have been changing with some rapidity. Many of our political, economic
and commercial measures of progress have become obsolescent. We need a new kind of social account-
ing that goes beyond GNPfor the nation and goes beyond net profit for the firm.

Second, while we think of our currenteconomicand accountingmeasures of GNPand net profitas very
precisewhenyou reallyget into the nittygrittyof howthey are put together, their certaintyis delusive.

Third, many proposed imprecise measures of social accounting can be sufficiently accurate to be
instructive. They are not hopelessly less accurate than GNPor net profit, and so they can be quite useful,
even though they lackprecision, for many purposes for which we cannot use GNPand net profit. .

And finally, while our efforts to calibrate our concerns by social accounting will reflect this new sense
of priorities, without personal observation in the field and a weighing of the figures that we create with
moral concerns, social accounting itself becomes only a. new numbers game.

As we proceed with these early attempts to develop some form of internal social accounting, we should
acquire additional useful insights into this new art.

EHGoldston. President

1 INDUSTRIAL SAFETY
Recent legislation has demonstrated that a major current public concern, especially in the heavy industries
in which Eastern is involved, is the health and safety of employees.

Our industrial accident record in recent years has not been very good. One standard measurement is the
accident frequency rate (number of accidents versus hours worked), and our rate has almost doubled in the
last three years, going up most dramatically in gas operations. It is clear that our safety performance has
been slipping. In addition it seems that our record is poorer than that of a number of firms withwhom we
have compared specific records. Just where we stand in our various industries is difficult to gauge because
meaningful comparative figures are not available.

ACCIDENTFREQUENCYRATE
(Lost time accidents per million employee hours)

1970 1971- -
43 61
14 26
34 41

1972

Coal & Coke
Gas
Marine

78
30
43

EGFA Avg. 36 50 64

Another measure of safety performance is the severitY rate, which takes into account time lost as a result
of accidents. Here Eastern's record has been steadier, and apparently m.ore in line with other firms for our
industries. Butmuch room for improvement remains.

ACCIDENTSEVERITYRATE
(Employee days lost per million employee hours)*

1970 1971 1972

Coal & Coke
Gas
Marine

2,948
222

1,707

3,427
191

2,015

4,209
303

1,423

EGFA Avg. 2,225 2,516 3,033
*Excludingdays charged for fatalities.

Exhibit 5.6 Eastern Gas and Fuel Associates. Source: insert for the 1972 Annual
Report of Eastern Gas and Fuel Associates. Used with permission.




