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Preface 
 
GRI is pleased to release for public comment this draft version of the Boundary 
Protocol, for use in conjunction with the GRI 2002 Sustainability Reporting Guidelines 
(the GRI Guidelines).  
 
This project is part of the continuing effort to build a set of technical protocols that 
give detailed information on definitions and compilation methodologies for the GRI 
Guidelines. The use of technical protocols will help to ensure consistency in the 
application of the GRI Guidelines by all reporting organisations. 
 
The process of drafting this protocol is based on the reporting principles (Part B) and 
the report content (Part C; see Appendix 1) that currently appear in the GRI 
Guidelines. GRI technical protocols do not change any content in the GRI Guidelines; 
content changes must occur through the course of the periodic revisions to the GRI 
Guidelines. The next cycle of revisions to the GRI Guidelines will begin at the end of 
2004. 
 
This document has been constructed by a multi-stakeholder working group (see 
below about the drafting process) and released as a draft for public consultation. 
Following the compilation of the public comments, the draft will undergo further 
revisions, before being submitted to the appropriate GRI governing body for release 
as a “pilot version”. This pilot version of the protocol will be ready for use by reporting 
organisations by early 2005. 
 
GRI invites all interested parties to provide comments to help further refine this 
document prior to its release as a pilot version, by using the feedback form available 
on our website, at: www.globalreporting.org/guidelines/protocols/boundaries.asp. 
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About the Drafting Process 
 
GRI launched a project to develop a pilot version of the Boundary Protocol in 
November 2003. A multi-stakeholder Boundaries Working Group (BWG) was 
convened in early 2004 with the purpose of drafting the pilot version. 
 
The BWG consists of 17 individuals drawn from a range of constituencies and 
geographic regions, incorporating experts from areas such as lifecycle assessment, 
labour/human rights, corporate performance measurement, financial accounting, 
assurance, and supply chain management (see the list of members in Appendix 2). 
The group was designed to hold four face-to-face meetings and also to use ongoing 
e-mail discussions to draft the pilot version. 
 
The first working group meeting was held in March 2004 to examine existing 
boundary-setting models – financial accounting, input-output analysis, lifecycle 
assessment (LCA), and the Greenhouse Gas (GHG) Protocol – and to identify the 
“concepts” by which reporting organisations can determine boundaries. The 
members first agreed that “control” and “significant influence” were important 
determinants, as in the case of financial accounting. However, they also realised that 
another set of concepts – “significant risk” and “significant impact” – was necessary 
to reflect the nature of sustainability footprint which often extends beyond financial or 
legal boundaries. 
 
At the second meeting held in May 2004, the group’s discussion was focused on how 
these two sets of concepts intersect, and how they can be practically applied to the 
existing performance indicators defined in Part C of the GRI Guidelines. 
 
The group met for the third time in July 2004 and further refined particularly the rules 
and process of setting reporting boundaries, including how to disclose them. The 
members focused their efforts on making the rules and process rigorous yet flexible, 
to ensure that significant part of sustainability performance will not be missed out. 
 
The final fourth meeting is planned for December 2004, in order to review the 
feedback received during the public comment period, and to finalise the protocol for 
release as the pilot version.  
 
Additionally, GRI set up a Practitioners Network on Reporting Boundaries that was 
open to anyone worldwide. So far, approximately 20 members have shared their 
experiences in setting and understanding reporting boundaries, by answering the 
questionnaires prepared by the GRI Secretariat. For more information on the 
Network please visit www.globalreporting.org/guidelines/protocols/boundaries.asp. 
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Section 1: What is a “Reporting Boundary”? 
 
In reporting on its performance, an organisation faces a number of questions about 
who contributes to its overall performance. Should the organisation include the 5 
performance of its joint venture in its report? If the organisation outsources most of its 
manufacturing, how should it report on its performance? Who has responsibility for 
reporting on construction projects that the organisation implements? In preparing a 
sustainability report, a reporting organisation1 needs to set a boundary that defines 
which entities2 are included in a report, and which are excluded. (Figure 1) 10 
 
Financial reporting has developed a set of explicit rules regarding the consolidation of 
accounts in order to create comparability in reporting, and to assure complete 
disclosure of economic interest. In the context of sustainability, defining boundaries 
for performance is not a straightforward process. An organisation’s economic, 15 
environmental, and social impacts occur as a result of and are linked to activities 
involving a complex network of entities, from those wholly or partially owned by the 
organisation, to business partners such as suppliers, distributors, or consumers. The 
organisation’s level of control or influence over the entities involved in these activities 
and their resulting impacts also ranges from little to full. Thus, reporting strictly on 20 
entities within the boundaries used for financial reporting may fail to tell a balanced 
and reasonable story of the organisation’s sustainability performance.  
 
In order to achieve the goal of effectively communicating sustainability performance 
and creating a fair basis for comparing reports, a common approach to setting 25 
boundaries is needed. This protocol is intended to provide detailed guidance for the 
organisations that prepare sustainability reports based on the GRI 2002 
Sustainability Reporting Guidelines, with regards to how to set the boundary of their 
report, and how to describe the boundary in such a way that it facilitates 
understanding by report users. See Appendix 1 for the current references to reporting 30 
boundaries in the GRI Guidelines. 
 
Setting a reporting boundary is also valuable as part of the reporting organisation’s 
risk management process. The process of setting a reporting boundary helps an 
organisation to understand and communicate which strategic risks and opportunities 35 
need to be managed, and the extent of its control or influence over them. Engaging 
stakeholders in the process of setting a reporting boundary may help the reporting 
organisation to identify significant risks and impacts that have not previously been 
recognised. Well-defined reporting boundaries also facilitate internal and external 
assurance processes.3 40 
 

                                            
1 A “reporting organisation” is an entity that is responsible for issuing a given sustainability report. Most 
reporting organisations are at present essentially parent companies. 
2 An “entity” is usually an organisation or sometimes an operation that is considered for inclusion or 
exclusion from a reporting boundary, no matter whether it is a legally constituted body. 
3 Some reporting organisations have begun to experiment with expanding their reporting boundaries 
beyond the conventional boundary criteria. However, this protocol was developed bearing in mind that 
such experiments are still in an early stage, and that most sustainability reports do not extend the 
boundary used for their financial accounts. 
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Figure 1: Where to Draw a Reporting Boundary?

*The entities listed here are examples.

Where to draw 
a boundary for 
reporting?

 
Section 2: Understanding a Reporting Boundary 
 45 
The boundary of a sustainability report is defined by the intersection of two concepts 
– “significance” and “control/influence”. A sustainability report should cover the 
entities that generate significant risks or impacts over which the reporting 
organisation has control and/or significant influence. 
 50 
These ideas can be visualised using a chart that matches the significant risks or 
impacts created by an entity and the level of control/influence. Any single entity or 
group of entities in the reporting organisation’s value chain could be positioned within 
Figure 2. The positions of an entity (or a group of entities) may vary depending on the 
specific issues (i.e. category or aspect4 of sustainability performance defined in the 55 
GRI Guidelines). For example, an overseas call centre could be highly significant in 
terms of labour practices for a company that outsources its customer services, but 
may be less significant in terms of the organisation’s environmental impact. 
 
By applying this exercise, the reporting organisation can start to see which entities 60 
should be within its reporting boundary. All entities falling in the top right (high 
risk/impact and high control – Entity A) clearly belong within its reporting boundary. 
Some of the entities in the top left (high risk/impact and high influence – Entity B) will 
be included as well. Entities in the lower left (low risk/impact and under influence – 
Entity D) can be excluded. Entities in the lower right (under control but low 65 
risk/impact – Entity E) may also be excluded. In excluding entities, care should be 
taken to ensure that this does not affect the ability of the report to capture the overall 

                                            
4 The GRI structures performance indicators according to a hierarchy of “category”, “aspect”, and 
“indicator”. For the list of categories and aspects, see pages 36-37 of the GRI Guidelines. Categories 
are high-level topics such as environment, and aspects refer to specific issues such as water or energy. 
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performance of the organisation. This exercise in positioning entities can be done for 
sustainability performance as a whole or for individual sustainability issues. 

Degree of Control or Influence by the reporting organisation over an entity in its value chain

Level of 
Significance
of entity in relation 
to sustainability 
risks or impacts

High

Low

ControlInfluence

Figure 2: Visual Tool to Define a Reporting Boundary

Significant 
Influence

Entity A
Entity C

Entity B

Entity D
Entity E

Reporting Boundary

*The positions of entities may change 
according to issues.

70 
 
The shaded area in Figure 2 shows an example of the outcome of this exercise. In 
this case, the organisation has determined that Entities A and B fall within the 
boundary, but Entities C, D and E have been excluded.  
 75 
 
Section 3: Process of Setting Reporting Boundaries 
 
This section consists of two parts – principles that govern decisions on setting a 
reporting boundary, and procedural steps for setting a boundary.5 The reporting 80 
principles of relevance and inclusiveness in Part B of the GRI Guidelines emphasise 
the importance of reporting in a manner that meets the needs of report users and that 
reflects information that is significant to users’ decision-making. It is, therefore, critical 
for the reporting organisation to engage with stakeholders during the process of 
setting a reporting boundary, and in making related assessments of risk, impact, and 85 
control/influence. 
 
Principles for Setting a Boundary 
The three principles listed below should govern decisions on setting boundaries and 
their disclosure. These principles are derived from and are compatible with the 90 
reporting principles in Part B of the Guidelines, particularly completeness, 
comparability, relevance, and sustainability context.6 
                                            
5 If the reporting organisation follows another process for setting a reporting boundary, it should explain 
how it arrived at a reasonable and balanced decision on its boundary. (See Section 5 for further 
discussion on disclosing boundaries in a sustainability report) 
6 This does not preclude the other reporting principles (transparency, accuracy, neutrality, comparability, 
clarity, timeliness, auditability) when considering a reporting boundary 
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Step 1 Practical Examples 
Company A in extractive industry 
Risks: environmental liability related to 
subsidiaries and joint ventures; labour 
relations in majority-owned operations; etc. 
Impacts: biodiversity near operations and 
joint ventures; emissions at operations; 
waste management by suppliers; etc. 

 

 
Basic Steps to Set a Boundary 95 
The basic steps for a reporting organisation to set a reporting boundary are as 
follows, and are illustrated in Figure 3.  

 
Step 1: Identify Risks and Impacts 

The first step of the boundary setting 100 
process is to analyse the sustainability 
risks and impacts (positive and 
negative) associated with the activities 
of the reporting organisation. This is 
both a reporting exercise and a 105 
general management exercise, as it 
identifies the key economic, 
environmental, and social risks and 
impacts in the reporting organisation’s 

Principles for Setting a Reporting Boundary 

1. A sustainability report should cover all entities that generate significant 
risks or impacts over which the reporting organisation exercises control 
or significant influence, over operating and/or financial policies and/or 
practices. 

2. A report should set a “reference boundary” that is most common to all 
sustainability aspects. When a boundary that differs from the reference 
boundary is applied to any specific sustainability aspect, it should be 
disclosed in relation to the reference boundary. 

3. The reference boundary adopted should be clearly disclosed, and the 
reasons for adopting it should be explained in relation to the significance 
of entities’ risks and impacts. Where the different boundaries are 
applied, the reason for choosing them should also be clearly explained 
to report users. 

Basic Steps to Set a Reporting Boundary 

Step 1: Identify risks and impacts  
Understand the risks and impacts associated with the activities of the 
reporting organisation and the entities in its value chain 

Step 2: Assess significance 
Determine significance of the risks and impacts identified 

Step 3: Assess control and influence 
Judge whether the entities associated with significant risks or impacts fall 
under the control or significant influence of the reporting organisation 

Step 4: Determine boundaries 
Establish a reference boundary and decide how to draw boundaries according 
to entities and sustainability issues 

Step 5: Disclose boundaries 
Disclose the reference boundary adopted and explain any variations from the 
reference boundary. 
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Step 1 Practical Examples (continued) 
Company B in food processing industry 
Risks: labour conditions at second tier 
suppliers; health concerns from primary 
material producers; concerns over 
advertising from consumers; etc. 
Impacts: biodiversity on fields that produce 
materials; economic impacts on local 
employment by licensees’ factories; price-
fixing onto retailers; etc. 

Does an entity in your 
value chain have 
sustainability risks or 
impacts?

Not to 
report

Are the identified 
risks/impacts 
significant? 

Not to 
report

Is the entity with significant 
risks/impacts under control
of your organisation?

Not to 
report

Is the entity under 
significant influence?

Include in reporting 
boundary

Include in reporting 
boundary

Explain the boundaries in 
relation to the reference 
boundary

Figure 3: Steps to be Taken when Setting Reporting Boundaries

No Yes

No Yes

YesNo

No Yes

Step 1

Does the entity still 
represent interest 
to report users?

May include in 
reporting boundary

YesNo

Establish a reference 
boundary and determine 
boundaries

Step 2

Step 3

Step 4

Step 5

 110 
 
value chain that require management. 
Each risk or impact will be linked to the 
actions of particular entities (or groups 
of entities), although not all these 115 
entities will fall under the control or 
significant influence of the organisation. 
Many organisations already have 
standard risk management practices or 
use well-established tools for impact 120 
assessment that can support this 
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exercise. 
 
Step 2: Assess Significance 

The next step is to determine the relative significance of the 125 
risks and impacts. This involves balancing absolute factors 
and the specific context of the reporting organisation. 
“Absolute factors” (see the side box for examples) are basic 
criteria that help compare and define the importance of an 
entity’s risk or an impact posed to that of other actors in the 130 
value chain. For example, an analysis might find that the 
greater environmental risk or impact lies with the 
organisation’s direct suppliers, rather than with the 
organisation itself. 
 135 
This analysis of absolute factors needs to be placed in the context of the internal and 
external factors that affect the 
reporting organisation. This could 
include internal factors such as 
competitive strategy or 140 
organisational strengths and 
weaknesses, and external factors 
such as market position, brands, or 
business model (e.g. heavily 
franchised or outsourced). For 145 
example, workers’ rights in suppliers 
may be of greater significance in 
terms of risk to a reporting 
organisation that bases its business 
model on outsourcing and brands 150 
than an organisation that bases its 
model on owning manufacturing 
capacity and selling commodities.  
 
This assessment should result in 155 
identifying the risks or impacts most 
likely to be potential priorities for 
management attention and 
stakeholder engagement, and therefore also for reporting. 
 160 
Step 3: Assess Control and Influence 

The third step is to take the entities linked to the significant risks or impacts identified, 
and determine which fall under the control or significant influence of the reporting 
organisation. In the context of financial reporting, “control” relates to the ability of the 
enterprise to gain economic benefits from a relationship. In the context of 165 
sustainability reporting, “control” involves a broader notion of the ability to direct an 
entity in order to affect sustainability risks and impacts.7  
 

                                            
7 The definitions and criteria for control and significant influence below have been based on the 
International Financial Reporting Standards (IFRS), but have been modified to reflect the subject and 
purposes of sustainability reporting. The aim has been to maximise the synergy and alignment with 
financial reporting, and only modify where deemed important to match the needs of sustainability 
reporting. 

Examples of 
Absolute Factors 

 Size 
 Scale 
 Frequency 
 Probability 
 Duration 

Step 2 Practical Examples 

Significant risks or impacts for Company A 

 Liabilities due to waste issues in subsidiaries  
 Social impacts on communities from 

operations 
 Risks related to health and safety of workers 

in subsidiaries and joint ventures 
 Reputational risks from corruption caused by 

contractors 
 
Significant risks or impacts for Company B 

 Reputational risks from poor labour 
conditions at suppliers and primary 
producers 

 Economic impacts on local employment by 
licencees’ factories 

 Risks related to advertising that targets 
children 

 Liabilities due to unequal opportunities in 
parent company (the reporting organisation) 
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Control 
= The power to govern the financial and/or operating policies of an entity 

Criteria for defining control include: 

 The reporting organisation (in many cases, currently, the parent company) 170 
 Subsidiary where the reporting organisation owns, directly or indirectly, more 

than 50% of the voting power 

 Joint venture of which the reporting organisation owns, directly or indirectly 
through subsidiaries, 50% or more of the voting power 

 Entity or activity where the reporting organisation holds the operating licence 175 
and/or has the ability and authority to implement its operational policies. 

 

Significant Influence 
 = The power to participate in the operating policy decisions and 

practices of an entity, but not having control or joint control over those 
policies 

As well as the criteria defined in financial accounting for significant influence, there 
are other types of contractual relationships that confer significant influence and can 
enable the reporting organisation to affect the operating policies of an entity and 180 
outcomes. Examples of criteria for significant influence can include: 

 Associate where the reporting organisation owns, directly or indirectly, more 
than 20% but not more than 50% of the voting power; 

 Joint venture of which the reporting organisation owns, directly or indirectly 
through subsidiaries, less than 50% of the voting power but does not have 185 
operational control; 

 Contractual relationships such as: 

 Entity over which the contractual 
relationship requires certain 
operating standards and practices 190 
that directly affect the reporting 
organisation’s sustainability 
performance; 

 Entity where the reporting 
organisation has purchasing 195 
agreements accounting for a 
substantial portion of sales by the 
entity; 

 Entity where the reporting organisation imposes contractual obligations 
regarding aspects of sustainability performance; and 200 

 Entity that uses technology licensed or products patented by the reporting 
organisation that represents a significant part of the entity’s sustainability 
performance. 

 
It should be noted that significant influence may not always be defined in financial or 205 
contractual terms for some sustainability aspects. The reporting organisation may 

Step 3 Practical Examples 

Company A 

Control: subsidiaries; operations 
Significant influence: joint ventures 
(minority-owned); contractors 

Company B 

Control: subsidiaries; licensed 
manufacturers 
Significant influence: wholesalers; 
contracted suppliers 
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wish to include other forms of influence as the criteria, according to the principle of 
“substance over legal form”. 
 
The reporting organisation needs to take into account that control or influence over 210 
entities may increase or decrease in the course of time. There also may be entities 
that fall beyond the scope of the reporting organisation’s control or significant 
influence, but that are still relevant to report users. In applying the reporting principles 
defined in Part B of the GRI Guidelines, the reporting organisation may consider the 
inclusion of those entities in its report. See Section 4 on the treatment of such entities. 215 
 
Step 4: Determine Boundaries 

Through the above steps, the reporting organisation will have a shortlist of entities 
that fall within its control or significant influence and have significant sustainability 
risks or impacts. The next step is to choose the boundary for its sustainability report. 220 
This needs to match the reporting organisation’s practical considerations, as well as 
the aspirations of the organisation and its stakeholders. By establishing a common 
process and criteria, report boundaries should produce comparable results. This 
protocol is intended to create a common foundation to allow greater convergence on 
report boundaries. 225 
 
For purposes of clarity in communicating to the report users which entities are 
covered by responses to the GRI performance indicators, it is important to choose a 
“reference boundary”. This may be the boundary that is most common to all 
indicators and therefore minimises the need to explain deviations.  230 
 
The actual reporting boundary for a given category or aspect may vary from the 
reference boundary, as illustrated in Figure 4. An organisation may choose to 
broaden its coverage of entities beyond the 
reference boundary due to the significance 235 
of a given issue (i.e. Aspect A in Figure 4). 
Similarly, an organisation may not have 
information that would enable it to report 
completely on a given issue within the 
reference boundary, and may apply a 240 
narrower boundary (i.e. Aspect B). 
 
In practice, the boundary of control may 
serve as a convenient reference boundary 
since it is easily defined, and all entities 245 
under control are expected to be included in 
a report. While variations may exist in 
practice, the reporting organisation should 
make efforts to minimise variation within a 
single report. All deviations from the 250 
reference boundary should be clearly 
disclosed and the reasons explained in the 
report. 
 
Step 5: Disclose Boundaries 255 
The GRI Guidelines currently list disclosure of reporting boundaries under item 2.13 
(see Appendix 1). This item specifically requests a description of the handling of 
certain specific relationships (joint ventures and subsidiaries) as well as the 
geographic scope and coverage of business lines. Responding to 2.13, a 
sustainability report should clearly disclose: 260 

Step 4 Practical Examples 

Company A 

The company has decided to have a 
reference boundary based on control, 
and also include joint ventures on 
health and safety issues and 
contractors on corruption in reporting 
boundaries. 

Company B 

The company has decided to have a 
reference boundary based on 
significant influence, but excluded itself 
and subsidiaries on energy 
consumption from reporting 
boundaries due to their insignificance 
when compared to impacts caused by 
manufacturing products. 
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Reference Boundary

Reporting Boundaries

Figure 4: Reporting Boundaries for Different Aspects

Aspect A

B

 
- Which entities are included and the basis for the decisions; 

- State the extent to which the information in the report covers the reporting 
organisation’s: joint ventures, subsidiaries, geographic regions in which the 265 
organisation has operations/projects, and business units. If coverage is 
incomplete in any way, this should be stated and explained; and 

- Indicate where any of the rules of boundary setting and consolidation 
specified in this protocol have not been applied and why. 

 270 
The reporting organisation can choose the form of disclosure which best 
communicates its reporting boundary. Any approach taken should meet the following 
two basic criteria:  

1. There should be a clear and easily identified statement of the reference 
boundary; and 275 

2. The reader should be clearly informed when responses to a given indicator 
or set of indicators diverge from the 
reference boundary along with the 
reasons for the deviation. 

 280 
This can be accomplished through the use 
of the GRI Content Index (A sample is given 
in Annex 6 of the GRI Guidelines) and 
report preparers are encouraged to 
consider efficient ways to use the Content 285 
Index to communicate the boundaries 
associated with reported information. For 
example, reporting organisations could 

Step 5 Practical Examples 

Company A 
The company told the reader that all 
information in the report includes 
entities that meet the definition of the 
reference boundary (control). For 
health and safety issues in joint 
ventures and corruption in contractors, 
the company has indicated in the text 
of the report or in the GRI Index that 
the information includes this group of 
entities as well. 
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consider including an additional column to the Content Index, which could be used to 
communicate the boundaries associated with information in the report. 290 
 
See Section 5 for practical issues in actual disclosures of reporting boundaries. 
 
 
Section 4: Practical Issues in Setting Reporting Boundaries 295 
 
In following the steps in the previous section, there are a number of practical 
considerations to take into account, which can lead to broader or narrower 
boundaries. 
 300 
Information Access and Availability 
While a reporting organisation may have an interest in reporting on a specific set of 
entities, its ability to do so will depend on access to the information. This is 
particularly true when reporting beyond the boundary of control, where the ability to 
gather information depends on the co-operation of business partners managed under 305 
a separate governance structure. There are also circumstances, particularly when 
reporting for the first time, where the intent to report exists, but systems are not yet in 
place to gather information for certain indicators or portions of the business. The 
organisation should disclose any practical barriers in its sustainability report, and is 
encouraged to indicate its intentions for expanding its coverage over time. 310 
 
Financial Reporting Implications 
Some reporting organisations have begun to experiment with combining their annual 
financial accounts with their sustainability reports. The financial accounts will be 
based on a specific boundary, which may or may not fully align with the 315 
organisation’s desired boundary for sustainability performance indicators. Financial 
accounts are governed by accounting standards, and any related auditing process 
will be done with regards to these standards and to the  auditing standards. This 
creates certain challenges to aligning the sustainability and financial information. 
 320 
An organisation will have to consider how its financial reporting and sustainability 
reporting will relate. Risks and opportunities of the greatest interest arising from 
sustainability aspects may lie outside the financial boundaries of the organisation. 
For example, in outsourced industries, the issues of greatest concern to investors 
due to reputational risks may lie in the supply chain, which would suggest the 325 
importance of emphasising supply chain management systems and associated 
performance.  
 
This protocol does not require the boundaries of financial accounts and sustainability 
reports to match exactly, as report users may want sustainability information based 330 
on a broader set of boundaries. However, for auditing and assurance purposes, 
organisations seeking to merge sustainability and financial reports may need to 
include a clear statement about differences in approaches and possible implications 
for report users. It may also be necessary to consider aligning the segmentation of 
financial data with sustainability information to enable users to assess factors of a 335 
combined nature, such as productivity and efficiency (e.g. eco-efficiency). 
 
Beyond Control and Significant Influence 
One important consideration is the extent to which entities within the boundary of 
control cover the reporting organisation’s sustainability footprint (i.e. overall impacts). 340 
If the entities in the boundary of control represent only a small part of the overall 
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impacts, then the reporting organisation may wish to extend its report beyond areas 
where it has control for reporting. 
 
In the process of considering entities that generate significant risks and impacts, 345 
there will be entities deemed to fall beyond the scope of control or significant 
influence. These would not be expected to fall within the boundary for reported 
performance information. However, they may involve issues or relations (e.g. multi-
stakeholder or sectoral initiatives) of legitimate interest to report users. On the basis 
of the reporting principles in Part B of the GRI Guidelines, the reporting organisation 350 
may need to refer to these entities in its report. 
 
Assurance 
The reporting organisation will have to consider how to match its reporting boundary 
with its assurance strategy. The cost and difficulty of providing a high level assurance 355 
increases as the report and its boundaries become more complex. Assuring 
performance measures that relate to entities outside of the traditional financial 
boundary of the reporting organisation presents particular challenges. As such, an 
organisation may not be able to obtain the same level of assurance for all parts of a 
sustainability report. This issue will require further exploration as the GRI’s policies 360 
and recommendations on assurance continue to develop. 
 
 
Section 5: Practical Issues in Presenting Reporting Boundaries 
 365 
This section provides detailed guidance on Step 5 (Disclose Boundaries) in Section 3 
regarding how the reporting organisation presents the reference boundary and 
adopted boundaries, as well as other considerations on the disclosure of reporting 
boundaries. 
 370 
Differentiation of Performance 
In presenting information in a report, an organisation may choose to differentiate 
between the information relating to organisations for which it has control, and those 
that are under significant influence. For example, an organisation may choose to 
report information on its subsidiaries, associates, and joint ventures where it has 375 
significant influence, but not control. In such a situation, an organisation may wish to 
present the response to an indicator as two separate values – one denoting the 
performance of the entities under its control, and the other relating to the 
performance of the entities over which it has significant influence.  
 380 
Aggregation and Disaggregation 
“Aggregation” refers to whether information is presented as a single figure or 
response for the reporting organisation as a whole, or whether it is disaggregated 
(segmented) into multiple figures. For example, reporting health and safety statistics 
for the entity as a whole, and then disaggregated by country or business unit.  385 
 
The GRI Guidelines encourage disaggregation of information where feasible.8 Some 
performance indicators already specify a level of disaggregation (e.g. EC5: total 
payroll and benefits broken down by country or region). Where there is no specific 

                                            
8 See General Notes 6 in Part C of the GRI Guidelines (page 34). The guidance says: “In general, 
reporting organisations should disaggregate information on an appropriate and useful level as 
determined through consultation with stakeholders. The appropriate level of 
consolidation/disaggregation may vary by indicator.” 
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guidance and the additional information is likely to be of value to report users, 390 
organisations are encouraged to disaggregate in an appropriate manner, such as: 

- By geographic region 
- By business unit 
- By site 

 395 
If an organisation chooses to present responses to performance indicators by 
differentiating the performance of entities under control and that of entities under 
significant influence, it should still apply appropriate disaggregation where feasible. 
 
Consolidation 400 
“Consolidation” refers to the process of deciding what proportion of an entity’s data or 
information should be claimed by the reporting organisation as its own reported 
performance. For entities that fall within the definition of control, reporting 
organisations should consolidate 100% of all information and data. For entities under 
significant influence, the reporting organisation has to choose a consistent basis for 405 
consolidation that is applied to all reported performance indicators. This basis should 
be disclosed in its report. 
 
Double Counting 
The reporting boundaries based on this protocol can extend beyond its financial 410 
boundary if there are significant risks or impacts associated with entities over which it 
has control or significant influence. If some of these entities also issue reports, or 
other organisations report on the same entities, there is a possibility of double 
counting. However, from the perspective of sustainability reporting, this has not been 
deemed to be a significant concern, although it should be avoided where it is not 415 
necessary to reporting. 
 
Double counting is a major problem for national registries or schemes that seek to 
add up a number of disclosures to get an accurate national total numbers, or that use 
figures in market measures such as emission trading. However, sustainability reports 420 
are not used primarily for these purposes, but rather as a way to assess the 
sustainability performance of the individual organisation in the context of the risks 
and impacts over which it has the ability to significantly affect outcomes. As such, 
accurately drawing boundaries for the purposes of transparency and accountability is 
considered to be more important than ensuring that there is no double counting. 425 
 
Title of Report 
The title of a sustainability report should be consistent with its reporting boundaries 
and should not be misleading to report users. The disclosure of boundaries should 
eliminate any possible confusion resulting from the title. Particularly, there should be 430 
a clear indication in the report about whether the report is that of corporate level or 
other levels such as national or regional, business line, site, and brand. For 
companies where the reporting organisation shares its name with a brand, it is 
essential that the report explains whether it covers all its holdings, or only the entities 
associated with the brand that shares the name with the organisation. 435 
 
Change of Boundaries 
If there are significant changes in the reporting boundary over time due to changes in 
the reporting organisation’s structure or other reasons, the organisation should 
explain such changes and the reasons behind them, as well as the nature and effect 440 
of any re-statements of information provided in earlier reports according to the 
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reporting elements 2.14, 2.15, and 2.16 in Part C of the GRI Guidelines. This is 
essential to the continued benchmarking of the organisation’s sustainability 
performance. 
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Appendix 1: References to Reporting Boundaries in the GRI 2002 
Sustainability Reporting Guidelines 
 
 
Part A: Using the GRI Guidelines 
 
Reporting Expectations and Design 
Customising a Report within the GRI Framework 
The Guidelines set out the basic information for inclusion in a report. However, GRI 
expects that reporting organisations will take steps to design their report content to 
reflect the unique nature of their organisation and the context in which it operates. 
These steps may involve:  

 defining reporting boundaries;  
 inserting additional content (usually based on stakeholder consultation) such 

as indicators, and textual discussions; and/or  
 adopting a format tailored to the organisation. 

 
Boundaries 
In the early years of reporting, most organisations measured and reported on impacts 
based on the traditional boundary criteria used in financial reporting, that is, legal 
ownership and direct control. In recent years, companies have begun to experiment 
with expanding their reporting boundaries to better reflect the unique “footprint” of 
their organisation and its activities.  
 
The completeness principle in Part B offers a brief commentary on boundaries, and 
GRI is working to develop additional guidance and technical protocols on this issue. 
Until such guidance is available, the GRI framework emphasises the importance of 
extensive interaction with stakeholders in order to determine the appropriate 
reporting boundaries. Equally important, organisations should maintain a high degree 
of transparency in their reports regarding the specific reporting boundaries they have 
chosen. 
 

(p.15) 
 
 
Part B: Reporting Principles 
 
Completeness 

All information that is material to users for assessing the reporting organisation’s 
economic, environmental, and social performance should appear in the report in a 
manner consistent with the declared boundaries, scope, and time period. 

This principle refers to accounting for and disclosing, in sufficient detail, all 
information of significant concern to stakeholders within the declared boundaries (i.e., 
operational, scope, and temporal) of the report. Defining whether such information 
meets the test of significance to stakeholders should be based on both stakeholder 
consultation as well as broad-based societal concerns that may not have surfaced 
through the stakeholder consultation process. Such broad-based concerns may 
derive, for example, from national policy and international conventions.  
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The completeness principle is three-dimensional: 

Operational boundary dimension: Reported information should be complete in 
relation to the operational boundaries of the reporting organisation, in other words, 
the range of entities for which the reporting organisation gathers data. These 
boundaries should be selected with consideration of the economic, environmental, 
and social impacts of the organisation. Such boundaries may be defined based on 
financial control, legal ownership, business relationships, and other considerations. 
The boundaries may vary according to the nature of the reported information. In 
some cases, the most appropriate boundaries for meeting the expectations outlined 
by other reporting principles may extend beyond traditional financial reporting 
boundaries.  
 
Scope dimension: Scope is distinct from boundaries in that an organisation could 
choose extended reporting boundaries (e.g., report data on all the organisations that 
form the supply chain), but only include a very narrow scope (e.g., only report on 
human rights performance). In the context of GRI, “scope” refers to aspects such as 
energy use, health and safety, and other areas for which the Guidelines include 
indicators and queries. Despite the fact that the reporting boundary may be complete, 
the scope (e.g., human rights aspects only) may not be complete. The process for 
determining a complete scope may include, for example, the results of lifecycle 
analysis of products or services, and assessment of the full range of direct and 
indirect social or ecological impacts of the reporting organisation. Some of these 
same tools may also influence decisions about the other dimensions of completeness 
discussed here. The report should disclose all relevant information within the context 
of the scope (i.e., aspects) covered. 
 
Temporal dimension: Reported information should be complete with reference to 
the time period declared by the reporting organisation. As far as possible, reportable 
activities, events, and impacts should be presented for the reporting period in which 
they occur. This may involve reporting on activities that produce minimal short-term 
impact, but will have a cumulative effect that may become material, unavoidable, or 
irreversible in the longer term. Such activities might include, for example, the release 
of certain bio-accumulative or persistent pollutants. Disclosure of the nature and 
likelihood of such impacts, even if they may only materialise in the future, conforms 
to the goal of providing a balanced and reasonable representation of the 
organisation’s current economic, environmental, and social performance. In making 
estimates of future impacts (both positive and negative), the reporting organisation 
should be careful to make well-reasoned estimates that reflect the best 
understanding of the likely size, nature, and scope of impacts. Although speculative 
in nature, such estimates can provide useful and relevant information for decision-
making, as long as the limitations of the estimates are clearly acknowledged. 
 
Information within the organisation often flows from management systems that 
operate on a regular, short-term cycle, typically one year. However, a single reporting 
cycle often is too brief to capture many important economic, environmental, and 
social impacts. This type of performance, by nature, focuses on the long-term, with 
forward-looking trends at least as important as lagging, or historical, ones. Thus, 
reporting organisations should strive to gradually align information systems to 
account for these forward-looking trends, in addition to historical trends.  
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Defining Boundaries 
Defining boundary conditions for reporting on economic, environmental, and social 
performance is a complex challenge. Complicating factors include the diverse nature 
of the information and the intimate relationship between the organisation and the 
larger economic, environmental, and social systems within which it operates. 
Boundary research is a high priority in GRI’s work programme. Discussion papers, 
exposure drafts and testable protocols will appear during 2002-2003, leading to more 
systematic and precise treatment of this critical reporting issue. 
 

(p.26-27) 

 
 
Part C: Report Content 
 
2. Profile 

Report Scope 
2.13 Boundaries of report (countries/regions, products/services, 

divisions/facilities/joint ventures/subsidiaries) and any specific 
limitations on the scope. 
If reporting boundaries do not match the full range of economic, environmental, 
and social impacts of the organisation, state the strategy and projected timeline 
for providing complete coverage. 
 

2.14 Significant changes in size, structure, ownership, or products/services 
that have occurred since the previous report. 

2.15 Basis for reporting on joint ventures, partially owned subsidiaries, 
leased facilities, outsourced operations, and other situations that can 
significantly affect comparability from period to period and/or between 
reporting organisations. 

2.16 Explanation of the nature and effect of any re-statements of information 
provided in earlier reports, and the reasons for such re-statement (e.g., 
mergers/acquisitions, change of base years/periods, nature of business, 
measurement methods). 

 
(p.40) 
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