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Stratos is one of Canada’s leading
sustainability consultancies. National
and international clients rely
on Stratos for forward-looking,
strategic analysis and advice.
Stratos' success is built on
expertise in corporate sustainability,
public sector management and
assurance.

Our Vision: A world where
decision-makers at all levels
integrate sustainability into their
actions to improve ecological and
human well-being.

Our Mission: we provide
business, governments and
organizations with expert advice,
information and tools that assist the
development and implementation of
more sustainable policies and
practices.
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Executive Summary

Best Practices in Canadian Corporate
Sustainability Reporting is Stratos’
fourth review of corporate sustain-
ability reporting in Canada. This study
examines the state of corporate
sustainability reporting in Canada, and
takes an in-depth look at sustain-
ability reporting by seven leading
companies with a view to identifying
best reporting practices. The seven
companies included in this study have
consistently ranked in the top 10 of
Stratos’ previous benchmark surveys.

The sustainability reporting field
in Canada is entering a period
of change. The disclosure of
sustainability information by compa-
nies on the Toronto Stock
Exchange (TSX) Composite Index is
now common practice, with 80%
including some environmental or
social information in their annual or
stand-alone sustainability reports, up
from 70% in 2005. Meanwhile, the
growth in stand-alone sustainability
reports is slowing, with the number of
sustainability reporters down 5% from
2005. Nonetheless there is an ongo-
ing transformation in the discipline
with the rapid development of sus-
tainability reporting systems and more
rigorous tools and reporting frame-
works. This suggests that companies
are investing to gain from the business
value they are finding in reporting and
to respond to more sophisticated
stakeholder expectations to improve
the quality of reporting.

Against this backdrop we find that
leading companies are innovating with
best reporting practices on a number
of fronts. We identify examples of
excellence in reporting including
long-term goal setting (page 10),
stakeholder engagement (page 14),
environmental performance (page 16),
and Aboriginal engagement (page 20).

We also look in more detail at four
priority areas for corporate reporters:
materiality, the Global Reporting

Initiative’s (GRI) G3 Guidelines, climate change,
and Aboriginal relations. As we look ahead at the
changes to the sustainability reporting landscape
in Canada, we encourage corporate sustainabil-
ity reporting practitioners to get ready and get
serious about tackling these issues in a more
substantive way:

Materiality, a work in progress:
There are signs that leading Canadian
companies are grappling with the
concept and implications of materiality
of sustainability information. Our seven
leading reporters hint at formal
processes, but none provide sufficient
detail to allow the reader to fully
understand the rigour of their internal
systems to identify material sustain-
ability issues. Over the coming year we
expect processes to become formal-
ized and as a result, reports to become
shorter and more focused.

Climate change reporting gets
serious: Reporting on corporate
activities to address climate change
impacts is starting to take off, with the
topic mentioned in 84% of company
sustainability reports. Among our seven
leading companies climate change
reporting is becoming more sophisti-
cated, reflecting the maturity of
company strategies to address the
issue. We expect disclosure on the
corporate response to climate change
to continue to grow in sophistication
with issues including governance and
product performance getting increased
attention.

Use of the GRI Guidelines hits
critical mass: Forty-five percent of
Canadian sustainability reporters now
make use of the GRI Guidelines either
as a general guide or through adher-
ence to its requirements. However, to
date only 6% of reporters have adopted
the new G3 version. Companies are
innovating to signpost readers to GR/
content, with the use of hyperlinked GRI

content maps being particularly useful.
We expect use of the Guidelines to
increase and encourage companies to
determine their approach to applying
the GRI based on a sound assessment
of the business case.

Reporting on  Aboriginal
relations is critical in Canada:
More  than half of Canadian
sustainability reporters (51%) discuss
Aboriginal relations, highlighting the
importance of the issue to Canadian
corporations. Reporting on Aboriginal
relations among leading companies
encompasses corporate approaches
and performance on engagement and
relationships, economic development
and Aboriginal rights.
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About this Report/Methodology

About this
Report

Corporate sustainability reporting is a
dynamic and fast moving field. In
Canada, best practice is evolving
quickly with companies simultane-
ously seeking to innovate and refresh
reporting approaches and meet ex-
pectations for greater standardization.
Best Practices in Canadian Corporate
Sustainability Reporting is Stratos’
fourth review of corporate sustainabil-
ity reporting in Canada. It presents
the results of research on the uptake
of and approaches to sustainability re-
porting in Canada and presents our
review of sustainability reporting at
seven leading Canadian companies,
including the results of our detailed re-
port assessments and examples of
best practice reporting. This study
does not look at sustainability per-
formance specifically, but rather at
how companies report on their sus-
tainability performance and practices,
with a view to identifying examples of
best practice.

This study also explores approaches
to four top-of-mind reporting issues —
materiality, the Global Reporting Initia-
tive, climate change, and Aboriginal
relations.

Methodology

The methodology used for this study
was similar to that used in previous
benchmark surveys. This methodol-
ogy assesses the issue coverage and
quality of information presented in
corporate  sustainability  reports
against ten categories of information
that we would expect to form part of
corporate sustainability disclosure.
Collectively, these categories com-
prise 46 criteria.

Categories

Category 1 Context and Coverage
Category 2 Leadership and Direction
Category 3  Policies, Organization and
Management Systems
Category 4  Stakeholder Relations
Category 5  Environmental
Performance
Category 6 Economic Performance
Category 7 Social Performance
Category 8 Integrated Performance
Category 9  Extending Influence

Upstream and Downstream

Quiality, Credibility
and Communications

Category 10

Rating System

0 No meaningful information is provided
on the specific criterion.

1 Patchy information is provided. The
company is beginning to report on in-
formation related to this criterion, but
gaps exist, and the information is not
comprehensive.

2 The report provides good information
on the criterion. However, important
issue areas or key performance indica-
tors may not be adequately addressed.
The company may not be reporting on
its entire operations as identified within
the report; or it may not present three
years of data and/or future targets in this
area (for performance related criteria).

3 The report provides full coverage
of the criterion. For performance
criteria, it covers preceding periods and
future  targets, and provides
an analysis or explanation of
performance trends.

Reports were assessed against detailed
guidance for each criterion and assigned a rating
of 0-8 for each, with a total of 138 points
available. The methodology and criteria were
updated to reflect new reporting requirements in
the Global Reporting Initiative’s G3 Guidelines.
The most significant change in the methodology
is the application of the concept of materiality,
which requires that companies report on the
issues that are most significant to them in terms
of their business impact and the degree of
stakeholder interest. The updated methodology
and criteria remain comparable to our 2003 and
2005 benchmark surveys. However, due to this
year's smaller sample size, we have not
compared 2007 performance with performance
in previous years. Our focus in this report is to
highlight best practice.

How We Chose Reporters

We invited companies to participate in this
study based on their demonstrated leader-
ship in sustainability reporting, as evidenced
by their rank in our previous benchmark
studies, as well as through our extensive
knowledge of sustainability reporters in
Canada. We invited companies from a range
of sectors. Companies that agreed to
participate provided financial support, but
had no input in the assessment or analysis.

N\

£ =

Please refer to our last detailed benchmark survey, Gaining Momentum, page 5 and Appendix 1 (page 37),
for the list of criteria assessed in each category: www.stratos-sts.com.
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Trends

Trends in Corporate
Sustainability
Reporting in
Canada

Over the past 15 years we have seen
tremendous growth and improvement
in corporate sustainability reporting.
In 1993, less than one percent of
large Canadian corporations were
committed to public environmental
reporting.” Today, corporate sustain-
ability reporting is a core element of
business strategy at 47 of the 265
companies on the TSX Composite
Index.?

The term “sustainability report”
includes reports that provide information
on a company’s management and
performance related to one or more
aspects of sustainability beyond
financial performance. For the
purpose of this study, this term
encompasses environmental, social,
community, corporate responsibility,
sustainability, or corporate social
responsibility reports, along with annual
reports that include five or more pages
of environmental and/or social informa-
tion, including performance data.

This study focuses on “Canadian
reporters”, defined as Canadian
companies with or without Canadian
operations that produce sustainability
reports, or international companies with
operations in Canada that report on
these operations in their sustainability
reports, including Canadian-specific
performance data.

Every year more companies take their first leap
into corporate sustainability reporting. Since
2001, the number of corporate sustainability
reporters in Canada has increased from 57 to
108.2 Over the same time period, the percent of
TSX companies that produce sustainability
reports increased from 10% to 18%.

In more recent years we have seen a slight dip in
Canadian corporate sustainability reporting, with
a 5% decrease in the number of reporters
between 2005 and 2007 (from 114 to 108), and
a decrease in the number of TSX companies
producing stand-alone sustainability reports (from
25% in 2005 to 18% in 2007). This is set against
the steady increase in the number of TSX
companies including at least some sustainability
information in their annual reports or in a stand-
alone report from 70% in 2005 to 80% in 2007,
up from 35% in 2001.

Global Reporting
Initiative

Forty-five percent of Canadian sustainability
reporters used the GRI Guidelines in 2007, up
from 35% in 2005. While the majority of compa-
nies using the GRI are still using the 2002 Guide-
lines (over 85%), there are signs of uptake in use
of the G3 Guidelines released in late 2006, which
are actively used by seven companies. Of the
seven Canadian sustainability reports that were
assessed as part of this study, six referenced the
use of the GRI or reported in accordance with the
Guidelines. We take a more detailed look at
approaches to using the GRI Sustainability
Reporting Guidelines on page 30.

1 http.://www.nrtee-trnee.ca/eng/publications/working-paper-series/working-paper-17-eng.PDF

2TSX Composite listed companies identified as of August 30, 2007.

3In order to identify Canada’s sustainability reporters, Stratos looked at the websites of 379 companies drawn
from lists such as the TSX Composite Index, Report on Business Magazine’s top 100 companies by revenue and
top crown corporations, winners of the Canadian Institute of Chartered Accountants (CICA) corporate reporting
awards (sustainable development category), and Corporate Knight's 2007 Best 50 Corporate Citizens.

Trends at a Glance

Canadian Sustainability Reporters
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Assurance

The use of assurance in sustainability
reporting continues to be a dynamic
area. We see a slight dip in the use of
assurance with 15% of Canadian
companies assuring their reports in
comparison to 18% two years ago.
The mix of assurance approaches
used by Canadian companies is
shifting, with heavier reliance placed
on internal assurance and stake-
holder-led processes, with the latter
now used in 50% of assured reports.

Third-party auditing of reports contin-
ues to be the approach of choice with
over 80% of assured reports using
this approach. The big four audit firms
are starting to dominate with more
than half of companies who choose
third-party auditing engaging a big
four firm.

13% Internal Audit

44%  Big Four Audit Firms
38% Non-big Four Audit Firms
50% Stakeholder Groups

Reporting on
Key Issues

Two key issues rank high in the minds
of Canadian companies — climate
change and Aboriginal relations. We
have tracked which companies report
on these issues in their annual or
sustainability reports, and which
companies provide performance data.

Canadian Corporate Sustainability Reporting

Trends

Of the 379 companies that we reviewed for
sustainability information, 34% discuss climate
change in their sustainability and/or annual
reports; of these companies, 67% provide
supporting performance data.  Similarly on
Aboriginal relations, 22% discuss the issue; of
these companies, 37% provide supporting
performance data.

When we look more closely at Canadian sustain-
ability reporters, Aboriginal relations and climate
change are clearly material issues. Climate
change is covered in 84% of sustainability
reports, and 86% of these reports include
supporting data, suggesting that systems to
track and report on climate change performance
are becoming well developed.

Aboriginal relations is covered by 51% of
sustainability reports, and 44% of these reports
include supporting data such as Aboriginal
employment or spending on procurement with
Aboriginal businesses.

Reporting on these issues is lower if we consider
coverage strictly within the annual reports of
sustainability reporters, with 35% of sustainability
reporters covering climate change (45% of which
provide data) and 20% covering Aboriginal
relations (27% of which provide data) in their
annual reports. The relatively widespread cover-
age of climate change in annual reports suggests
a growing recognition that climate risks are
material to business performance.

Aboriginal Relations:
Sustainability Reporters

Total number of sustainability
reporters: 108 (100%)

Reporters discussing Aboriginal
relations in their sustainability
reports: 55 (51%)

Of the reporters discussing
Aboriginal relations in their
sustainability reports, those
providing data: 24 (44%)

Climate Change:
Sustainability Reporters

Total number of sustainability
reporters: 108 (100%)

Reporters discussing climate
change in their sustainability
reports: 91 (34%)

Of the reporters discussing
climate change in their
sustainability reports, those
providing data: /5 (36%)

Climate Change:
Annual Reports of Sustainability
Reporters

Total number of sustainability
reporters: 105 (100%)
Reporters discussing climate

change in their annual reports:
38 (35%)

Of the reporters discussing climate
change in their annual reports,
those providing data: 17 (45%)

Aboriginal Relations:
Annual Reports of Sustainability
Reporters

Total number of sustainability
reporters: 108 (100%)

Reporters discussing
Aboriginal relations in their
annual reports: 22 (20%)

Of the reporters discussing
Aboriginal relations in their
annual reports, those
providing data: 6 (27 %)
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Overall Findings

The seven companies assessed in the
study are recognized sustainability
reporting leaders, having all scored in
the top 10 in previous Stratos
benchmark surveys. The top mark
achieved by a company assessed in
the benchmarking component of this
study was 78% with all companies
scoring over 58%. The quality of
reporting among these seven report-
ing leaders is high, with just five points
separating the top three and only a 28
point spread across all companies.

The reports of these seven leading
companies are generally strong
in describing the context for their
operations and the sustainability
challenges and opportunities they
face (Context and Coverage and
Leadership and Direction). Reporting
on Environmental Performance and
Economic  Performance is also
strong, and reporters use sophisti-
cated approaches to communication
and ensuring the credibility of the
information  presented  (Quality,
Credibility and Communications).
The quality of reporting on stakeholder
engagement (Stakeholder Relations)
is far more mixed. Reporting on
influence on sustainability perform-
ance in the corporate value chain
(Influence Up and Downstream) is a
particular weakness in a number of
reports.

Of the four performance categories -
Environmental, Economic, Social and
Integrated - Economic Performance is

particularly strong, reflecting the success of
corporate efforts in reporting on socio-economic
impact.

Drilling down to specific
criteria, some interesting
findings emerge:

> The quality of reporting on corporate
sustainability vision and the links to
corporate goals and priorities is good,
hinting at better integration of sustainabil-
ity in business planning.

> Strong reporting of health and safety
performance highlights the maturity of
management approaches in this area.

> Weaker reporting on water and material
inputs suggests that there is still work
to be done on some aspects of
environmental reporting.

> Reporting on the influence of companies
on sustainability performance in their
value chain is limited, offering potential
differentiation for companies who cover
this area systematically.

Leading Reporters
Assessed in the Study

BC Hydro
Enbridge
Suncor
Syncrude
TELUS

TransAlta

Vancity




Average Score as %

Canadian Corporate Sustainability Reporting

Overall Findings
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Detailled Results by Category

Category |
Context and Coverage

T S . the report profile — which assesses disclosure on Category 1: Context and Coverage
Op COI’GS. the approach to setting geographic, organiza-

tional, temporal and issue coverage of the report

. 0 oo
BC Hydro, Enbrldge, —is lower (67%). None of the reports fully identify 122;’ &
the process for determining report content, with o°
SUHCOI’, TELUS’ few of the companies providing clarity on their 32;’ o0
TranSAIta, VanC|ty issue priorities, a topic we examine in more detail 60; °
on page 28. ’

50%

This category measures the o

degree to which the report Best Practices 0%
informs the reader about what . o 20%
the company does, the scope > Su;gor plrot\./ldesf?hgood Scher’natlc dligram 0%
and scale of its operations,and 2" CeSCTIPHON O NG company's operations. 0%

the scope and materiality of > Vancity clearly communicates its organiza-
. . tional structure and the different companies
issues in the report.

that make up the group.

Average Score as %

Profile
Profile

1.2 Report

>
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All of the companies score highly on
Context and Coverage, and six
companies share the top spot. These
reporters are adept at describing
their business and the
sustainability issues they face (with an
average score of 95% on company
profile) while scoring on the quality of
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Source: Suncor 2007 Report on Sustainability, foldout.
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Results by Category

A intraduction and context
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Detailled Results by Category

Category 2
Leadership and Direction

Category 2: Leadership and Direction

Top Scores: Best Practices

BC Hydro TransAIta > BC Hydro presents the company’s five core 100%
’ values, as well as 15 long-term goals that wil 90% o &°
The three criteria in this guide the business over the next 20 years, 80% ° 8°
category measure how well including progressive qomm|tments relateq Ito © 70%
th rtd ibes the sianif safety, environmental impact, and electricity @ 60%
h € report describes the signii- conservation and efficiency. S 5%
icant challenges and opportu- . : 3 %
.y lated inabili > Suncor clearly articulates the company’s Y 40%
nities relate to_sugtama ility vision and strategy to become a sustainable § 30%
that the organization faces, energy company, including presenting z  20%
how it plans to address these a strategic framework to achieve this goal. 10%
challenges and capitalize on > TransAlta's CEO statement includes a 0% o= ve  mo
these opportunities, and how it ~ compelling discussion of climate change Bg T8 ¢
. oy . . . - S o=
intends to position itself in the -2 key issue for the company. < E § =
] ™
future. & &
N
Overall performance on Leadership
and Direction is strong, with an
average score of 81%. Performance
is strongest on corporate vision at
86%, with the seven leading
companies doing a good job
describing their corporate vision and
how it integrates economic, environ-
mental and social performance.
a strate gic framework for a sustainable ene rgy company
As we work to turn our sustainability vision into action, we are guided by a strategic framework;
social healthy strong
well-being erwironment BCOnamy
oustormey
shaephaldery
(T o
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‘mm e rIman
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Source: Suncor 2007 Report on Sustainability, p. 8.
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Results by Category

AFFENDICES ®

Lang Term Goals

B Hydro has established 15 long-term goals 1o guide our busness over the next 20 years and ensure We continwee (o
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Detailled Results by Category

Category 3

Policies, Organization and Management Systems

Top Score:

Enbridge

This category assesses the
quality of reporting on the
company’s relevant sustain-
ability policies, procedures,
management systems and
decision-making structures.

Reporting on Policies, Organization
and Management Systems is
variable across the eight criteria.
Reporting on environmental
management systems (EMSs) and
socio-economic management Sys-
tems is strong with an average score
of 81% and 76%, respectively,
suggesting  maturity in  these
management approaches. Reporting
on policies and codes of conduct,
voluntary initiatives, and integration
of triple-bottom line (TBL) considera-
tions into decision-making is weaker
with average scores of 57% for all
three criteria. Low scores on policies
and codes of conduct were often the
result of reports not including enough
information on policies. Most often
missing in voluntary initiatives were
discussions of the company’s
involvement in and outcomes of these
initiatives.

Best Practices

> BC Hydro discusses the company’s Triple
Bottom Line Project, undertaken to develop
a framework and tools to help ensure more
consistent and effective TBL decision-making.

> Enbridge presents a CSR integration case
study on their Waupisoo pipeline, demonstrat-
ing how the company puts CSR into practice.

> Suncor highlights their public policy direction
and positions for six key issues, including
climate change and labour shortages.

> Vancity discloses the members of its execu-
tive team that are held accountable for each
target related to sustainability performance.

Category 3: Policies, Organization and Management Systems
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Source: Enbridge 2007 Corporate Social
Responsibility Report foldout, p. 13.

3.5 Issue/Risk Identification

I -
I .
3

& Significance

3.6 Environmental
Management System
3.7 Socio-Economic
Management System
3.8 Integration of TBL
into Decision-Making

Our work on planning and building
the Waupisoo Pigeline is-an gxcellent
example of how we put: r.;urporate
social responsibility into practice to

buitd lasting re]a.tinnshipa-' with-all of

our stakeholders.
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ssue policy direction
oll sands Rovalties should deliver a fair retum to the Government of Alberta as the owner
royalties of the resource, while also providing industry with a competitive and stable fiscal
and taxes frarmework on which to base long-term investment decisions.
climate change Climate change is a risk that needs to be appropriately acted upon and managed.
Governments should defiver diimate change policies that do not unfairly target any
industry or region and that benefit our environment without damaging Canada’s econormy,
Federal and provincial harmonization of climate change regulations s key,
carbon capture Suncor s working with industry and government to develop policies and infrastructure
and storage to support a large-scale CO, capture and storage network. Fiscal and policy support
technology from governments is critical to the viability of such a network.
public Provincial and federal governments need to provide enhanced infrastructure and services
Infrastructura in the Regional Municipality of Wood Buffalo to support quality of life and economic
needs growth for the community.
skilled labour Innovative labour practices ame requined to support labour mobility. Longer term strategies
shortages are also needed to increase the number of skilled workers available for all employers.
Aboriginal Canadian governments and industry need to work with Aboriginal stakeholders to build
capacity building  capacity, Abariginal people should share in the econamic benefits of industrial development,

The Triple Bottom Line Project

To achieve our purpose and long-term goals, BC Hydro is integrating financial, environmental, and social considerations
(the “Triple Bottom Line") in how we plan and manage our business, This is included in our decision-making

process across the company and at a Board level. Building on our experience in Water Lise Planning and Integrated
Electricity Planning, employees from across the company undertook the Triple Bottom Line (TBL) Project to develop a
framewark and tools 1o help ensure more consistent and effective TBL decision-making.

in one application of the framewark, options for providing electricity to the community of Atlin in northern British
Columbia were assessed based on their financial, environmental, and social attributes. When all factors were
considered, a small hydro project was selected as the preferred option over continued use of diesel generators,

The framewark and tooks will assist in making decisions of any type and scale, whether they involve purchasing office
supplies, disposing of waste, extending power lines, or deciding how best 1o achieve energy conservation. While the
initial focus was to ensure that environmental and social factors are consistently integrated in decision-making, the TBL
framework and tools will enable a better and more consistent approach to decision-making overall.

13
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Detailled Results by Category

Category 4

Stakeholder Relations

Top Score:
Vancity

This category assesses how
well the report describes the
company’s stakeholders, how
it solicits their input and how
the company considers their
input in its decision-making
processes and in determining
the content of its report.

The results of this category suggest
that while companies are adept at
identifying their key stakeholders and
the mechanisms used to engage
them (criterion 4.1), there is less
comfort with direct disclosure of
stakeholder feedback and how it is
used to drive improvements and
decision-making (criterion 4.2).

Best Practices

> BC Hydro, Enbridge, Suncor, TELUS and
Vancity seek feedback on their reports from
external stakeholder/expert advisory panels.

> BC Hydro reports on a number of innovative
stakeholder  engagement  mechanisms,
including a Community Advisory Committee to
the Board of Directors, and an Electricity
Conservation and  Efficiency  Advisory
Committee that helps generate new ideas to
build a conservation culture in B.C.

> Vancity and TELUS provide details of the
feedback received from stakeholders on their
reports, and also communicate how they have
responded to this feedback.

The Value of Stakeholder Input

There is growing consensus among leading
reporters in Canada on the value of
stakeholder commentary and feedback on
reporting, an approach used by five of the
seven leading reporters in our study.

The approaches to stakeholder involvement
in reporting activities fall into two categories:

> Appointment of a stakeholder panel to
provide critical feedback and challenge on
report development, some providing an
assurance-style statement in the report.

feedback
post-

> Stakeholder workshops or

sessions to provide pre- or
publication comment.

Category 4: Stakeholder Relations
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80% /\\0\0
70%
60% 3
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Average Score as %

4.1 Stakeholder Identification
& Engagement

4.2 Stakeholder Feedback

& How It Is Used

Involving stakeholders in the reporting
process can provide numerous benefits:

> Direct feedback on whether the report
meets the information needs of key
stakeholders.

>Input to issue identification and

materiality processes.

>Focused recommendations on areas
for improvement.

> Demonstrates the responsiveness of
the reporter to stakeholders.

> Assurance for readers that the report
meets stakeholder needs.

> Assurance for the reporter that
controversial issues have been identified
and managed to stakeholder satisfaction.

> Improved relationships with key corporate
stakeholders.
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B report assurance

Qur response to
stakeholder feedback

We've incorporated the feedback received in
this report wherever possible, given time and
budget constraints, We clarified and provided
more detail in many highlighted areas. We re-
ordered some sections and moved the data
tables closer to the relevant text. We also revised
and added more spotlights on performance. In
terms of suggested additional measurements,

we addressed employee turnover and buildings
leased/owned, We'll cansider the athers for our
next report and will involve members, employees
and stakeholders when deciding what to include,

Mare on our *Eh’i":h_[_ . Where participants highlighted our response
Ty, 1 T
:‘aer;;i:-;;qm,-’ﬂccuun s e to key findings as inadequate, the executives

responsible were informed and asked to consider

= Detailed report on : et
3 rﬂd;m,‘ mp:;“ dfem  Either developing or revising a response. The
stakeholders responses in this report reflect these changes.
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Category 5

Environmental Performance

Top Score:

Vancity

This category assesses how
well the report describes the
company’s past and current
environmental performance.
A report should address all
relevant material and resource
inputs and environmental out-
puts; provide trend data;
explain how and why changes
have occurred over time; and
describe what level of future
performance the company
commits to achieve.

The growing concern over climate
change was a highlight in these
reports, however, reporting on green-
house gas (GHG) emissions scores
slightly lower than other criteria,
reflecting that GHG data and targets
are still a work in progress for some
companies. Reporting on energy
inputs, air emissions and land use,
biodiversity, habitat and species is
strong at 76%. Environmental
performance reporting is weakest on
water and material inputs, with few
companies providing good data on
their major material inputs.

Best Practices

> BC Hydro identifies energy savings resulting
from the use of demand-side management,
and sets future targets.

> Suncor uses benchmarks to compare its GHG,
SOx and NOx performance against that of the
broader industry.

> TELUS compares its water consumption to
domestic water consumption rates and sets a
future target to improve water monitoring
coverage.

See page 32 for an in-depth discussion of
reporting on climate change.

Average Score as %

Category 5: Environmental Performance
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00T
Diemand Side hMaragerment 2. D00 2,500 2,500 2,800 3,300 1800
DS (VR YRar, ronded)
Description: The DS mestun nefechs B cumulitre snual fate al electecily wWeangs esutting from DSM & tates [oonsenation
erergy efhoency and load dsplacement] snce frcal 700145
RationaleBenchmarics: The D58 messune refiects B comulatree anmzal rate af ety semgs resulbng from D58 actastes snce
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eliect 8 medudtion in fonecast ioad growdh of about 08 per cent. Without i nial [ridd, foepcast losd grows woulkd be 7.3 pe oens
companed ta 1.5 per cent wath incremental DEM. Targets refiect the 2006 integrated Elecincity Plan's necommaended £56 tanget of 10,000
ol 2025

GWh by e

Source: BC Hydro Service Plan 2007/08 to 2009/10, p. 31.
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TELUS water consumption _
| 2006 | 2005 2004

Total measured
use (oubic matres) L5 million | 104 milion 1.0 milion
Total estimated
use' jcubkc metres) 1.7 million 1.7 million 1.8 million
Estimated
pear cent of use 88% 60% 55%
Water® (cubic metres
per team member] B5/yr B5/yr TOyr
Canadian norms
{domesticy
{cubic metres) 125/yr 1255yr 125/yr

1 Prosected basad on numbar of taclities with water consumption

as parcantage of total,
2 Based on measured use at selected TELLS facilities, dhided by

team memibers at those facilities, not including TELLIS International,
3 Envirenment Canada website (ec.ge.calwater).

| 2008 target: Capture 80% of total water use.
2006 results: B8% of 1otal estimated water use monitored.
2007 ohjective: Capture 90% of total water use. Monitor
approximatefy 100% by 2008.

“'industry benchmarking

Oil Sands GHG 02 03 04 05 06

Emissions Intensity

(tonnes/m? production)
O Suncor Oil Sands 066 063 066 075 060

O CAPP

0.60

058 053 052 -
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Detailled Results by Category

Category 6

Economic Performance

Top Score:

Suncor

This category assesses how
well the report describes
the company’s past and cur-
rent economic performance,
including both financial per-
formance and broader eco-
nomic contributions to, and
impacts on, local and
national economies.

All companies receive top marks for
reporting on key financials with infor-
mation either presented in sustainabil-
ity reports or linked to annual reports.
Reporting on community develop-
ment is high at 90%, with information
on financial and in-kind support for
community development now routine.
Reporting on taxes and royalties is
less developed with data broken
down by taxing authority rare, and few
of the study companies in the extrac-
tive sector reporting on royalty
payments.

Best Practices

> Syncrude provides a range of data on direct
economic contributions, including total annual
economic contributions, expenditures,
procurement of goods and services,
cumulative payments to governments, and
royalty payments.

> Vancity provides a wealth of information on
community development including information
on their grants to social enterprises.

Category 6: Economic Performance

V/
00

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

Average Score as %

I
°
I
°

£ 8 s
5 5
¢ © ow
g O Q c
== E o
gg &3
>R m £
c O e}
£3 s §
oL

©E

&

6.4 Taxes & Royalties
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6.5 Direct Economic
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Syrciude s Total Annunl Eebaoimic Contibiulions
T

4,72

06

4216

Syncrude’s todl expenditnes declined in 2006, driven by lower capital
spending willy the completion of i Stige 3 expansion project. This was

partially offiet by Igher royalty payments.
Total Expenditures
$4,216 milllon ‘

i
® Capital Program 5% ' —
* Dipetating cols Ll L ‘ 4 E‘ r "
= Royalties & Other 5% N e

W 2006, Syncrude's capital program, aperating expendifures and payments fo
povernmends folaled approxinadely $4.2 biflioa.

Tolal Expenditores by Category

 Reyalties, Payrol and
Municipal Taxes 1%
* Purchased Energy "%
& Emplayees ines) 8%
# Materiah and Sppbes 15%
= Contracted Services 3%
& Oithes Experdiures 1

Cnbrached serviced comperied 33% of Synerude’s fatel enpangitures far 2006

‘Social enterprises supported by use of funds
Mumber of Total grant
grants dollars

Business planning and organizational development 3 5150,000
Capital purchase and investrmenit 2 535,000
Marketing, organizational and product development 6 5222,000
Working capital 5 5183750
Total 16 5590750
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Category 7

Social Performance

Top Scores:

BC Hydro, Suncor

This category assesses how
well the report describes the
company’s past and current
social performance, including
human resources and labour
issues, health and safety,
human rights, business ethics
and relations with Aboriginal
Peoples.

Reporting on Social Performance is
mixed, with sophisticated approaches
in place for health and safety and
human resource management and
employee relations, but weaker
disclosure on human rights, as well as
business ethics and integrity. The very
low score on human rights (38%) is a
reflection of the low materiality of
human rights issues for most of the
companies in the study that have only
Canadian operations. Issues related
to discrimination and harassment are
covered under workplace diversity
and /labour rights criteria in our
methodology.

Reporting on human resource man-
agement and employee relations and
workplace diversity is well established
with the seven leading companies
tracking information on the general
quality of workplace life and the diver-
sity of their workforces. Six of the
seven companies in the study report
on employee surveys or focus groups.

Best Practices

> Enbridge discusses its human rights policy
and program in Columbia, which includes
extensive education and awareness training.

> Syncrude produces a review of its approach
and performance on Aboriginal engagement.
They use innovative approaches to reporting
activities in this area including interviews with
Aboriginal Youth and include a range of
performance information on employment, edu-
cation, business development and leadership.

See page 34 for an in-depth discussion of
reporting on Aboriginal Relations.

Category 7: Social Performance
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Business
Deuvelopment

A new award 1o
recognize young
entrepreneurs

A billion dollars for
Aboriginal business
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A billion dollars for Aboriginal business

Fifteen years after setting an annual minimum target for
Aboriginal business procurement, Syncrude has reached the
milestone of having spent a cumulative $1 billion with First
Mations- and Métis-owned companies. This achievement
represents both the ongoing strength of Syncrude’s
relationship with the Aboriginal business community, and the

succeed.

Contracts to Aboriginal

companies

Business Association
creales nelworks of

prosperity

increasing capacity of Aboriginal firms to compete and

In 2006, our procurement amounted to an estimated $130

million based on 27 active contracts with Abariginal firms
representing all of the Abariginal communities in our region.

It's the third straight year of more than $100 million worth of

business.

Source: Syncrude www.syncrude.ca/aboreview/.
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Category 8

Integrated Performance

Top Score:

Suncor
This category assesses the
quality of reporting on

performance measures which
illustrate inter-relationships
between economic, social and
environmental issues and put
corporate performance in
context of regional, national
and industry performance.

Scoring on Integrated Performance
is fairly consistent with an average
score of 66% across the category.
Among the seven reports assessed in
this study there are clear signs that
companies are looking to present
information in ways that link their
sustainability performance to regional,
national and sectoral benchmarks.
This helps companies put
performance in context and manage
expectations on their ability to impact
global, national and regional
sustainability trends.

Best Practices

> Enbridge provides comprehensive compliance

data for each business segment, reporting on

major incidents, regulatory notifications, and

EH&S fines and penalties.

> Suncor and TransAlta provide performance
information related to many environmental,
social and economic systemic indicators.

Emvironameanial pe |-.l\. FIMANLCE
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Economic Performance

Electricity production

Electricity workers

Regional
40.7 % of Alberta’s production
1.0 % of Ontario’s production

89.0 % of Washington's production

6.4 % of Albena’s electricity workers

0.3 % of Ontario's electricity workers

0.5% of Canada’s production
0.2% of U.S. production

0.7 % of Australia’s production
1.2 % of Mexico's production
1.4% ol Canada’s utility workers

0.3% of U.S. utility workers

National

LIQUIDS PIPELINES

2006 2005 2004 2003 2002
OPERATIONS
Deliveries ithousands of barrelsiday) & 3 2,166 2,008 2,138 2.189 2,088
Barrel miles (bilions) 3- 4 794 695 757 710 705
Kilometres of right-of-way * 12,175 11.082 11,074 10,240 10,309
Number of employees ® 1,497 1,293 1,213 1,148 1,124
EH&S MANAGEMENT
Major incidents 7 8 & 3 7 9
Regulatory notifications ® 2 4 5 7 1
EH&S fines and penalties {thousands of dollars) ® (] o & 0 (v}
EH&S professionals (full-time) 39 az 28 25 22

23



24

Canadian Corporate Sustainability Reporting

Detailled Results by Category

Category 9

Extending Influence Upstream and Downstream

Top Score:

BC Hydro

This category assesses how
well the report describes the
company’s environmental,
social and economic impacts
both upstream (i.e. within the
supply chain) and downstream
(i.e. as a result of the
company’s products or serv-
ices) and how the company
manages or influences these
impacts.

Extending Influence Upstream and
Downstream is the weakest category
overall.  Nevertheless, there s
evidence that companies are starting
to explore reporting in this area, which
provides a real opportunity for
competitive differentiation. We expect
disclosure on product sustainability
performance to be an area of rapid
progress in future years as more
companies explore ways to reduce
the impact of their products and
services, especially in relation to
climate change.

Best Practices

>BC Hydro is a clear leader in reporting on
product and service stewardship, providing
information on a range of programs and
performance related to reducing energy
consumption and peak demand, including:

e Program and performance information and
targets for Power Smart, the company’s
initiative to reduce energy consumption at
homes and businesses;

e The number of Green Power Certificates
sold, which are supplied from certified green
generation facilities, and the GHG emissions
avoided as a result; and

e Details of programs to reduce peak

demand.

> Enbridge reports on a range of demand-side
management programs and related savings
from these programs, including savings to
customers.

> TransAlta describes several initiatives
undertaken in the area of supply chain
management, including criteria for choosing
suppliers, a commitment to use local vendors,
a pilot supplier scorecard for safety
performance, and an update of the vendor
certification process.

> Vancity reports on third-party screening of
strategic suppliers to determine their alignment
with the company’s Baseline Ethical Policy.

Average Score as %

Category 9: Extending Influence
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BChydro

P:WER
SMART

Green Power Certificates

Helping our customers to use energy in a sustainable manner is important to BC Hydro. One of the ways we do this
is through the Green Power Certificate (GPC) program, which started in Fall 2002. Each certificate represents the green
attributes and emissions reductions from one megawatt hour of Eco-Logo Certified green power generation.

Green Power Certificates
MNurmber

F2004 F2005 F2006 | F2007
Certificates Sold 8,651 28,535 44,519 |67,084

Each GPC represents the environmental attributes of generating one megawatt-hour of Ecologo™ Certified green power, GPCs are offered to
BC Hydro's institutional, commercial and industrial customers,

This year, 80 organizations participated in the program and purchased certificates representing green power production that would have created
over 24,000 tonnes of greenhouse gas emissions if generated by thermal sources. These results, due o customer demand, represent a 50 per
cent increase over the previous fiscal year. Companies like CIBC, TransLink and Wal-Mart have made significant commitments toward GPC
purchases. Demand for GPCs 1s expected fo grow next year with more organizations recognizing the benefits that GPCs offer

A new supplier performance scorecarding system was piloted at our Alberta Thermal location in 2006, to
improve performance. It includes:

* Assessing how suppliers are meeting TransAlta's safety requirements;
* Tracking of any issues with each supplier; and
« Corrective actions and the timelines within each must be accomplished.

The scorecarding process will be introduced to other TransAlta locations in 2007.
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Category 10

Quality, Credibility and Communications

Top Score:

Suncor

This category assesses the
degree to which a report
presents information in an
accessible, reliable, balanced
and useful manner.

Reporters use a number of
approaches for improving the
reliability of the information reported,
including disclosure of internal audits
and footnotes to explain data quality.
There is also a strong focus on
building reports into  effective
communication tools with the use of
online content becoming common
and increasingly sophisticated.

The use of assurance is more mixed
with an average score of 62% and
four of our seven leaders using
internal  or external assurance
processes, and five of seven using
some form of stakeholder feedback
mechanism (e.q. stakeholder
advisory panel) to add to the
credibility of the report. There is sig-
nificant variation in the type of assur-
ance process and assuror used,
suggesting that assurance remains a
developing area of reporting strategy.

Best Practices

> Enbridge, Suncor and TransAlta provide
information on the reliability of the data and
information in their reports, including detailed
footnotes that provide information on specific
boundary conditions, changes in methodology,
and revisions of historical data.

> Suncor, TELUS and Vancity use external
verification. In addition to clearly stating the
scope and limitations of the audit, Suncor’s
external auditor’s report presents overall
strengths and areas for improvement.

> The assurance statement in Vancity’s report
provides specific commentary on the coverage
of material issues in the report.

Average Score as %

Category 10: Quality, Credibility

and Communications

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

10.1 Reliability of Data

& Information

&

10.2 Verification/

ol

Assurance

10.3 Communication



Canadian Corporate Sustainability Reporting

Results by Category

Discussion and Notes on Numbers

TransAlta continues (o improve the accuracy and completeness of sustainability performance reporing
1o stakeholders. We have reviewed our processes and controls relating 10 the measurament, calculation,
consalidation and reporting of some of our key sustainability data. As a result, we have revised histoncal
data to reflect these improvements. |f you would like additional information an the nature of the changes
for specific indicators, please see Contact Us section on page 95 of this report,

Several fooinotes appear throughout the statistical summaries and are intended to provide clarity on
specilic boundary conditions, changes in methodology and definitions,

auditors’ observations

areas of strength

1 Throughout the duration of our engagement, Suncor demanstrated a strong willingness to propery manage
the data pertaining to sustainability indicators and enhance their current data management practices. This

"get It nght™ attitude was evident at 3l business units and contributed 1o cooperation during our audit.

O Suncor made consistent use of their enterprise-wide risk matrix to classify incidents 3t the basiness units which
we audited, This demonsirated a good approach 1o sk management and appeared to be a rigoous method
for ensuring accurate incident classification.

areas for improvement

o For many indicators, Suncor collects data every Two years in preparation for the report on sustanability. In onder
to enhance the consistency of cakoulation methadologies fom year to year, Suncor should implement a formal
process to codlect indicator data on an annual basts. This will also assist with data continuity despite changes
in staff members’ responsibilities or expanuion of operations.

0 While general progress wars observed since the 2005 audit it was recognized that only minos improvements
have been made in the area of data control and quality management. We recommend that each year, subsequent
1o the data collection process, pears in the same subjact matter area feview the data caloulations in onder to
miniméze ermors.

J Business units should share practices for data cakulation and collection, particularly where business units have
similar operational processss, This will a5t in establishing consstency in data tracking, collection and reporting,

| The areas for improvement kdentified result bn inefficiencies in both the consolidation and auditing of the
performance indicators, butl are not believed to have a material effect on the reported performance data
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Emerging Issues and Best Practices
In Report Strategy and Content

The evolution of corporate sustain-
ability reporting is characterized by
shifts in the strategies that inform
report design and focus, and
the topics that a report addresses.
Reporting has transformed from the
ad-hoc and single-issue approaches
of the 1990’s to today’s standard-
based reports that reflect the
dimensions of a company'’s influence
and impact across the sustainability
agenda. The development of the
materiality concept and the GRI G3
Guidelines are prompting companies
to rethink their reporting strategies
and focus their reports on the issues
of most relevance to the company
and its stakeholders.

This section of the report discusses
the use of materiality and the GRI
in report strategy, and examines
reporting on two material issues
facing companies in Canada: climate
change and Aboriginal relations.

Report Strategy

Materiality

The growing focus on the concept of
materiality is a significant trend driving
the evolution of corporate sustain
ability reporting. Materiality describes
the process by which companies
determine the issues which are most
significant in terms of their business
impact and the degree of stakeholder
interest.

The concept of materiality has been
used by leading global companies
and is having a profound impact on
corporate  sustainability reporting
strategy. The GRI now includes the
concept of materiality in its G3 Guide-
lines as one of the core principles for
determining report content.

We assessed the use of the materiality concept
by our group of leading reporters through our
report profile criterion and found practices to be
mixed. For companies to score a “3”, the process
for determining materiality and topic prioritization
must be identified. Tellingly, no company scored
a “3” on this criterion. While some companies
show evidence that a process has been used to
determine what to report, full descriptions of
materiality processes are absent from all of the
reports, and a number of the reports suffered
from a lack of clarity on which issues are a
corporate focus.

Materiality: 7he information in a report
should cover topics and indicators that
reflect the organization’s significant eco-
nomic, environmental, and social impacts, or
that would substantively influence the
assessments and decisions of stakeholders.

Source: Global Reporting Initiative www.globalreport
ing.org/ReportingFramework/G30nline/DefiningReport
Content/

Nevertheless, some companies are taking steps
towards better use of the materiality concept.
Suncor identifies its four key challenges upfront,
and comments on the use of a stakeholder
review panel to provide input on these issues.
Suncor also presents a case study on each of
these issues, providing context and
indicating how the company is responding.
Vancity’s assurance provider looked at
materiality, and the assurance statement in the re-
port explicitly states that “based on our work, we
believe that issues material to Vancity’s
stakeholders have been considered and
communicated in this report.” Some companies
explain why specific issues are not material to
their business. For example, Vancity explains
that biodiversity is not material to its business
since the company has no holdings in biodiver-
sity rich areas.

Implications of Materiality

> Integration of sustainability into risk management and other business

Strategy > Clarity on the issues driving long term business value
> Robust rationale for focusing sustainability activities
processes
> Assurance that programs are in place to manage critical issues
Reporting > Robust basis for identification of issues

> Shorter more focused reports

> Greater assurance that key issues are covered

> Stronger integration between sustainability and annual reporting

> Rationale for use and selection of reporting standards and indicators



Stratos recommends that companies
use a robust, auditable process to
determine the materiality of issues.
We recommend identifying issues
based on business priorities, peer
activities, regulation, media attention
and global and sectoral standards.
Stakeholder interest and business
impacts associated with each of these
issues can be assessed and
quantified and a matrix used to
identify issue priorities. The results
provide critical business intelligence,
allowing the assessment of strategic
priorities and providing a basis for
focusing resources and reporting.

As we look ahead, we expect to see
materiality more strongly influence
Canadian corporate sustainability

Stakeholder interest T

-
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Emerging Issues

Business impacts

> Operations > Media
> Reputation > NGOs
> Customers > Investors

> Direct costs > Customers

> Share price

Printed
Report

Available
on request

L Business impact

Stakeholder interest

Key findings: alignment to
the AAIDOD
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reporting. Reports will start to be
shorter and more clearly focused on
business priorities and the needs of
certain stakeholder groups, and there
will be greater clarity on the processes
used to determine report content.
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Emerging Issues and Best Practices
In Report Strategy and Content

Global Reporting Initiative

The 2006 release of the G3 revision of
the GRI’'s Sustainability Reporting
Guidelines has brought the use of
standards back to the top of mind for
corporate reporters. The results of our
study suggest that the use of the GRI
Guidelines is reaching critical mass in
Canada with 45% of reporting
companies making some use of the
Guidelines. Of this 45%, 14% are
using the new G3 Guidelines with one
company reporting to an “A” level and
two companies reporting to an “A+”
level, including Suncor.

Six of the seven leading
reporters we assessed use
the GRI in some way,
though most are still using
the GRI 2002 Guidelines.
Key features of the new G3
Guidelines include:

> Reporting Principles [including
materiality] which assist com-
panies in determining report
content, and achieving report
quality.

> New strategy and analysis
disclosure guides encourage
reporters to describe their
overall approach to sustainabil-
ity management.

> The Disclosure on Manage-
ment Approach (DMA)
provides reporters with an
approach to outlining the
context within  which their
performance  should  be
interpreted”.

Suncor, the only company in our detailed report
assessment that achieved an A+ application level
of the new G3 Guidelines, was also the highest
scorer in our assessment. As an “A+” GRI
reporter, Suncor’s report provides full profile
disclosures as defined by the Guidelines,
discusses the management approach for each
indicator category, responds to each core G3
indicator with due regard to the materiality
principle, and has been externally assured.
Aspects of the GRI Guidelines that are not
reflected in the main body of Suncor’s report are
provided in a table at the end of the report.

BC Hydro, reporting in accordance with the GRI
2002 Guidelines, offers a useful online
comparative index that shows the degree of
alignment between BC Hydro’s performance
measures and those in the GRI 2002 Guidelines,
and provides links to detailed tables or graphs
containing the relevant performance information.
Similarly, the GRI index in TransAlta’s report is
“hyperlinked” and allows the reader to quickly
navigate to the information supporting each GRI
component in the sustainability report, annual
report, or on the web.

GRI 2002 Guidelines GRI G3 Guidelines

Reference In Accordance
TELUS BC Hydro
TransAlta
Vancity

4 http://www.globalreporting.org/AboutGRI/FAQs/FAQG3.htm

B A+

Enbridge Suncor
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Emerging Issues

L

When considering whether to use the GRI, the decision needs to be made based on
business strategy, in much the same way that a company would assess the case for
implementation of ISO 14001 or AA 1000. Key questions to consider include:

Questions Considerations

What investments do > Cost of implementing new/revising existing performance
we need to make? measurement systems
> Cost of staff time to reshape reporting to GRI format
and align performance management systems
(including training costs)

What needs do we > Support in development of internal reporting frameworks

have internally for > Ease of comparison of performance with sector peers

reporting guidance? > Assurance that sustainability program is built on established
standards

Do our stakeholders > Investor needs for comparability of information

need to see us using a > NGO needs for adherence to a multi-stakeholder standard

credible standard? > Customer needs for adherence to internationally
recognized standard

How will use of this > Will use of GRI differentiate us from our peers?

standard position > Is use of the GRI a prerequisite for leadership reporting?

us in the market? > What scope is there within GRI to test new reporting

approaches and innovate?

As more companies take on GRI reporting and move to the G3 Guidelines, the influence on
reporting could be profound, with comparability and clarity on material issues being placed
at the heart of reporting approaches. Despite renewed optimism in the potential of standards
to improve the quality of reporting, the application of the GRI Guidelines must be viewed as
a component of a reporting strategy rather than the ultimate goal of reporting.

31



32

Canadian Corporate Sustainability Reporting

Emerging Issues and Best Practices
In Report Strategy and Content

Report Content

Climate Change

Climate change is currently THE hot
topic in the corporate sustainability
field. The public policy environment
around climate change is dynamic
and stakeholder interest in corporate
management of carbon emissions
and climate impacts is growing.
Against this backdrop, pressure to im-
prove corporate disclosure of climate
change strategy is continuing to rise.
Indeed there is a compelling argument
that the high profile and importance of
climate change makes it a material
issue for all companies, whatever
their sector. This view is supported
by initiatives such as the Carbon
Disclosure Project (CDP). Of the
four study companies invited to
participate in the CDP, all of them
responded (Enbridge, Suncor,
TELUS and TransAlta).

Credible corporate management of
climate change requires a robust and
coherent strategy. Corporate climate
change strategies are becoming more
sophisticated with leading companies
taking a holistic approach that
encompasses identification of risks
and  opportunities, governance,
setting reduction targets, and
stakeholder engagement. Stratos
recommends viewing climate change
reporting, including the disclosure of
approach and performance, as an
important element of corporate
climate strategy.

As corporate approaches to climate
change become more sophisticated,
companies are pushing their climate
change strategies to address not only
the company’s operational impact on
climate change but also the impact of
the company’s products, services,
and supply chain. The results of this
study show that practices in disclo-

sure of climate change performance are follow-
ing suit — with evidence that leading Canadian
companies are examining ways to provide
innovative products and services as a response
to climate pressures. For example, Suncor
reports on its investments in low sulphur fuels,
ethanol-blended gasoline, and wind power pro-
duction. BC Hydro reports the success of its
program to offer Green Power Certificates —
green electricity that is 100% generated in B.C.
and provided to domestic customers on a pilot
basis. Enbridge reports on its commitments to
invest in renewable and alternative energy
sources that help reduce GHG emissions and
address climate change. Vancity reports on
climate-friendly financial products including:

> Clean Air Auto Loans for hybrid and natural
gas vehicles;

>Home financing incentives
energy-saving home renovations;

to  support

> Financing for green energy alternatives such
as small-scale hydro projects; and

> Green mortgage pilot projects.

The key elements of climate change strategy that
Stratos recommends to clients are mapped out
on the following page. We examined reporting
against each element and found evidence
that corporate disclosure on climate change is
growing in sophistication in line with corporate
strategy.

Installed Wind 0z 03
Capacity”

(megawatts)

{5
= m

Carbon Disclosure Project (CDP):
an independent not-for-profit organization
whose goal is to facilitate a dialogue,
supported by quality information, from which
a rational response to climate change will
emerge.

CDP provides a coordinating secretariat for
institutional investors with a combined $41
trillion of assets under management. On their
behalf it seeks information on the business
risks and opportunities presented by climate
change and greenhouse gas emissions data
from the world's largest companies

The CDP publishes responses from a ques-
tionnaire sent to 2,400 of the world’s largest
companies. The largest 200 Canadian com-
panies are invited to respond.

Source: The Carbon Disclosure Project
www.cdproject.net/whatiscdp.asp

0 05 06

41 41 n

*  Production capacity at wind farms in which Suncor s a partner.

Source: Suncor 2007 Report on Sustainability, p. 6.



Elements of climate change strategy Best practices in corporate disclosure

|dentification of climate risks and opportunities

Governance

Policies and management systems

Business planning

Employee engagement and corporate culture

Research and development

Performance targets and measures

Stakeholder engagement

Assurance

Disclosure

> Vancity’s 2006-07 action plan includes a commitment to assess
the climate change risks associated with its core business.

> Suncor identifies climate change as a risk and is candid in
discussing how the growth in its oil sands business is a major

contributor to GHG emissions. The company also discusses
the potential business impacts of future GHG regulations.

> Enbridge and Suncor describe the key roles and responsibilities
for GHG management, including specific oversight responsibilities
for the Board.

> Vancity identifies the senior VPs responsible for all of the
company’s targets, including those related to climate change.

> Enbridge reports on its specific Climate Change Policy.

> Suncor reports on its decrease in GHG emission intensity
through initiatives including renewable energy, energy efficiency
and carbon capture and storage.

> Vancity discusses its financing of green energy products such as
Upnit Power Corporation’s China Creek power project.

> Vancity reports on campaigns and programs to encourage staff
to be more energy efficient at work, as well as to use alternative
modes of transportation.

> Suncor discloses that investment in research into alternative
technologies is at the heart of their strategy for responsible
growth.

> BC Hydro, Enbridge, Suncor, TELUS and Vancity report direct
and indirect GHG emissions.

> BC Hydro, Enbridge, Suncor and Vancity provide a source
breakdown of GHG emissions.

> Suncor reports forecasted emissions out to 2011.
> Enbridge and TELUS report GHG emission reduction targets.

> Vancity reports a carbon neutral goal and indicates concrete
steps that the company is taking to achieve this objective.

> Suncor presents its public policy position on climate change
which guides its engagement activity in this area.

> Suncor, TELUS, and Vancity have their GHG data verified
by a third-party.

> Enbridge reports plans to undertake an independent third-party
audit of its Canadian GHG emissions data management system.

> Suncor produces an annual Climate Change Report that
highlights the company’s GHG performance. The report candidly
discusses 10 key climate change challenges related to its
business and the actions the company is taking to address
climate change in the coming decade.
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Aboriginal Relations

Relations between companies and
Aboriginal Peoples is a key business

and social issue in Canada,
particularly, but not exclusively, for the
resource  sectors. There are

increasing pressures on companies
and Aboriginal communities to find
improved ways to engage construc-
tively for mutual benefit. Corporate
sustainability reporting is a component
of Aboriginal relations strategies,
allowing companies to demonstrate
the progress they are making and
providing a vehicle for engagement
with Aboriginal groups.

Fifty-one percent of Canadian
sustainability reporters discuss their
approach to Aboriginal relations.
Among the seven leading reports in
the study, scores on Aboriginal
relations were mixed, with BC Hydro
and Syncrude emerging as clear
leaders. In addition to providing a
wealth of information on Aboriginal
relations in its Sustainability Report,
Syncrude also prepares an annual
Aboriginal Review to communicate
further its  Aboriginal relations
activities.

Corporate reporting on Aboriginal relations
should address three areas:

> Aboriginal engagement and relationships:
The approach to building and maintaining rela-
tionships with Aboriginal communities. This
might include policies, engagement and
response processes, formal consultation
practices and the management systems to
ensure consistent implementation.

> Economic impact: The approach to manag-
ing and enhancing corporate economic bene-
fits for Aboriginal communities. This might
include products and services for Aboriginal
communities, employment opportunities, pro-
curement from Aboriginal-owned businesses,
and provision of education and training initia-
tives.

> Aboriginal rights: The approach to
recognition and protection of the rights of
Aboriginal communities.

We look below at reporting among our seven
leaders against these three areas.

Aboriginal Engagement
and Relationships

> One of BC Hydro’s long-term goals is related
to improving relationships with First Nations
that are “built on mutual respect and that ap-
propriately reflect the interests of First Nations.”
BC Hydro also commits to address past
grievances of Aboriginal communities.

> Enbridge reports on its Indigenous Peoples
Policy and identifies a number of signed agree-
ments with Aboriginal communities on the
Gateway Project to ensure economic and skills
development.

> Syncrude reports on its Aboriginal Relations
Program and its six key commitment areas,
and provides examples of its engagement with
Aboriginal communities.

> TransAlta identifies its Executive Vice
President with responsibility for Aboriginal
Relations and has established a transmission
advisory committee to:

® Develop best practices for transmission
systems located on Aboriginal lands;

e Foster employment opportunities; and
e Increase dialogue.

>Vancity has an Aboriginal

>BC Hydro

engagement
strategy.

> Many companies provide examples of their

Aboriginal engagement efforts, including
BC Hydro, Enbridge, Suncor, Syncrude,
TELUS, and TransAlta.

Economic Impact of Aboriginal
Relations Strategies

>BC Hydro, Suncor, Syncrude, TELUS,

and Vancity provide data on Aboriginal
employment. Syncrude and Suncor also
provide data on Aboriginal procurement, and
BC Hydro and Syncrude provide data on
Aboriginal community investment.

reports on its Aboriginal
Procurement and Contracting Policy, and a
10-year Aboriginal Education and Employment
initiative.

> TELUS discusses its Connecting Communities

Agreement that delivers high-speed Internet
infrastructure to rural areas in B.C., including a
number of Aboriginal communities, as well
as its efforts to bring telephone service
infrastructure to isolated Aboriginal
communities in B.C.

Aboriginal Rights
>BC Hydro provides data on First Nation

negotiation, litigation and settlement costs.
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Conclusion

This study tracks two parallel trajecto-
ries in sustainability reporting in
Canada. Innovation and best practice
is pushing ahead on a number of
fronts at the seven companies in our
assessment. For these companies,
corporate sustainability reporting is a
core component of long-term value
creation which provides a competitive
edge. At the same time, sustainability
reporting is going through a period of
change. While the rate of growth in
Canadian sustainability reporting is
slowing, there are signs that reporting
companies are catching their breath
while systems, tools and reporting
frameworks are developed and imple-
mented. Approaches to materiality,
assurance and the use of the GRI G3
Guidelines are being tested and are
finding traction as companies exam-
ine their strategy and plan to step up
their reporting.

Our findings are an early indicator of
renewed activity in reporting. We
expect the next two years to see
further evolution and improvement in
the quality of sustainability reporting in
Canada. As companies are looking to
navigate the coming changes, we
identify key issues that reporting
practitioners need to consider:

> Get ready for materiality: Materiality is
going to have a profound impact on reporting
approaches as key stakeholders demand
greater clarity on key sustainability issues and
focused reporting on performance on these
areas. Build a robust process and trim down
reporting to the issues that matter.

> Get serious about climate change:
Climate change will continue to be the big
ticket issue in the corporate sustainability
world. Consumers, customers, investors, reg-
ulators and non-governmental organizations
are all scrutinizing corporate activity. Gear up
the sophistication of your strategy and look to
find competitive advantage in your response.

> Assess the business case for the use
of the G3 Guidelines: Uptake of the G3
Guidelines is increasing. Assess the business
needs for reporting to G3 standards and be
realistic about the costs. Don't just follow the
pack - build an approach based on sound
business principles.

> Know your performance on
Aboriginal relations: Reporting on poli-
cies, programs and practices for Aboriginal re-
lations is becoming standard in
Canadian sustainability reporting, and
demonstrating genuine progress is vital to
maintaining trust with stakeholders. Track
engagement activity, community investment
programs, and Aboriginal recruitment and
business development and know how your
operations, products and services are viewed
by Aboriginal communities.

A final thought: As sustainability reporting
gets more strategic and sustainability issues are
increasingly addressed in financial reporting, we
expect the level of scrutiny to
increase. Stakeholders are going to demand
confidence that the numbers, procedures and
practices reported are an accurate reflection
of business performance and activity. Do you
have the mechanisms in place to give them
that assurance?
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Stratos has conducted three
previous in-depth assessments of
EAFGkTReE 11 £A A corporate sustainability reporting
in Canada. These reports are
available online at www.stratos-

ﬁ sts.com.

- St
J# [ Copernment Gouvemement Stratos has developed a sustainability reporting toolkit with the
of Canada du Canada o . .
Government of Canada. The goal of the toolkit is to provide assistance
RTING to business to assess the need to report and create an effective report.
b The toolkit is available at www.sustainabilityreporting.ca.

Stratos, with the support of Industry Canada, conducted a study with
seven Canadian and international companies who are seeing the value
in integrating sustainability into their business processes. The study, and
the individual company case studies, provide best practice examples for
other companies to adopt or adapt. See www.stratos-sts.com

SUStEiﬂEb“it}" iﬂtﬂ to access the full study and individual case studies.
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STRATEGY

IMPLEMENTATION

ASSURANCE

Stratos services to support your sustainability strategy and management

Identify and
priorize key
issues

Assess
current state

Benchmark

Define policy
and strategy

Assign accountabilities

Engage
stakeholders

Build
action plan

Management
system

Issue management

Report
progress

Review and audit

> Materiality analysis

> Gap analysis - policies, systems and practices

> Review peer best practices

> Facilitate executive decision

> Governance advice, training, alignment

> Stakeholder mapping and engagement

> Advice on priorities and actions

> Management system design and implementation

> Design and support to implement programs
(e.g. business ethics, human rights, community investment,
biodiversity, climate change)

> Sustainability report assessment and strategy

> Sustainability assurance and stakeholder feedback
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Furthering the Debate

We encourage discussion and debate on the views expressed in this study.
To share your comments and perspectives, please contact

Julie Pezzack, Principal
613.241.1001 ext. 237
jpezzack@stratos-sts.com

or

Matt Loose, Manager Corporate Sustainability
613.241.1001 ext. 236
mloose@stratos-sts.com

Stratos

gies to sustainability

icholas Street, Ottawa, Ontario
.241.1001 Fax: 613.241.4758
tratos-sts.com




