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EXECUTIVE SUMMARY

AND COMMENTARY

By Brigitte Goula
Vice President, Pol

new athletic shoes, braache sunglasses, and race day shirt and bib, he

fit in with the crowd. But somewhere between the nine kilometre mark and
the start of a shooting pain originating from the third toe ot laisdibist foo
almost complete loss of forward momentum, the conclusion was unavoidable.
My friend had casually signed up for his first half marathon confident that he was
more fit than most men his age. That was true. But as race day approached, he
h a drairged or thanged much about his routine at all. The pain in his foot and
his shortness of breath served as evidence of this.

To més not a r unn elookedlikDana& dnthis gright me w

His mistake was that while Tom looked and felt like a runner, he had never
started thinking like one.

Tomds st agmigdi@ges goffars wjthias dccasional weakness for
steak sandwiches; thereds also somet
critical eye to how they approach their community involvement and social
responsibility.

From the beginning, longdbefon ny one woul d stitch the
responsibilitydo together to describe
concerns in business decision making, credit unions have been inspired to
achieve what Al phonseinbefieldar di ns c al
economics of a high social ideal . 0

Over the last century, individual credit unions have developed an impressive
array of programs and community investments, resulting in increased financial
literacy among school kids, more banking fervinesity residents, micro

finance for small entrepreneurspgiviinancing for affordable housing, and

more environmentally sustainable branches.

But while credit unions long ago embraced social responsibility as an essential
part of what thdg, fewer have made it a core part of their strategic vision and
business plan. However, this is changing. In Canada and internationally, more
and more credit unions are beginning to take steps towards rioirgemission

social responsibility. Theg@renunicating their intentions, making staff
responsible for championing them, setting goals, and assessing and improving
their performance. They are still doing the right thing, but they are being much
more del i ber at e ab,thekeyiststakethelstegst | i ke
necessary to transform a subconscious belief into intentional outcomes.



WHATG6S THE BI G | DEA?

Increasingly, credit union social responsibility is less about changing what we do,
and more about changing how we think. Once we decide to think strategically
about financial literacy, for example, we can begin to measure the reach and
effectiveness of our financial literacy programs and strive to improve outcomes
for our members, esgpks and broader community stakeholders. But implicit

in this is agreeing that social responsibility will be a core mission of the credit
union; which also means setting goals, assigning resources and measuring
performance, just as we do with reveretesroon investment.

Thatdés the idea behind the Ropdr oach
Map.

Drawing extensively on interviews with credit union system experts in Canada,
the United States and Australia, Strandberg has collecteddd pnattiicale
examples and concluded with ten case studies of leading credit unions who are
successfully managing their social responsibility strategies.

WHATG6S I N THI'S FOR CREDI T UNI ONS?

The corporate social responsibility (CSRjemégantinuesrapidly
transform the way businesses operate, driven in large measure by the changing
expectations of Canadians.

A recent survey found that the share of those who strongly agree that doing the
basics being profitable, paying taxes and providiigggabsgh to be
considered fisocially responsi bl edo ha
the share that says corporations need to be more accountable, ethical and
responsible has grown greatly in the past fiveArester found that nearly

80 per cent of those under 35 years of age said they would likely switch to the
competitor of a company they had a negative imprestogy@fater share

than Canadians ovérall.

Credit unions are starting from artagh@position. Returning profits to the
communities we serve through social responsibility initiatives is considered a
corecompetency and point of differentiation for credit unions. Enhancing this
advantage is crucial.

This means keeping pace witth#meying expectations of Canadians, along

with our traditional stakeholders: members, employees, and our communities.
The credit unions who are doing this have responded by further engraining CSR
principles and practices into their operations. praetlvest of this approach

are outlined in the Road Map.



Part of Str andb estage@mporaie sodiabrespohsitty
(CSR) continuum based on the approach and practices of chextit unions,

APC®8RO to the fdmiaerst@QYR. @ f

@irMa asisti

managers can decide where they want to situate themselves on this continuum.
The Road Map provides-std approach credit unions can borrow from,

either in whole opart, that will take them from the early preparation stage to
identifying opportunities that will improve CSR performance so that your every

next step is towards the finish line.

Canadian Centimkspecially pleased to publishreébdUnionSocial

ResponsibilityA FoadMapfor the Development of a Sustainability Strategy

jointly with the Filene Research Institute. TleBdananstitut¢Filene)

is an independent United Statesd thirlank dedicated to innovative

research and scientific analysis about emerging issues vital to the future of credit
uniongnd consumer finandduch of the research being produced by Filene

has direct applicapifor Canadian credibns. Originally produceddléye

in 2009, the Road Map is a perfect example of how credit unions on both sides of
the border are confronting similar challenges. We would like to thank Mark

Meyer and the staff at Filenesiohtip through this clumsler

collaboration, as well as to Coro Strandberg for conducting additional research

for this versio For more information about,Rilsivenw.filene.org

Figure 1: Corporate Social Responsibility Curve
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ABOUT THIS GUIDE

are interested in the opportunity of generating business and community
value through the development and implementation of a corporate social
responsibility (CSR) or sustainakaligggiThe guide provides a general
overview of CSR and sustainability as they relate to the retail financial services
sector, trends, and drivers, and a business case for integrating sustainability into
your <credit uni onidducestkeiidea of howcredit si nes
unions can update their governance, operating, management, and reporting
systems to further embed sustainability into their DNA and to empower
employees, members, and communities to learn and innovate together along the
CSR ad sustainability pafiheRoad Majs intended teelpcredit unions
develop and implement their sustainability strategy in a stepwise fashion.

This is a guide for credit union executives, staff, and board members who

The guide is informed throughout by the experience of ten leading credit unions
from Canada, the UniteceStaind Australia that have been trailblazers in the
development of credit union social responsibility / sustainability initiatives and
strategies. Case studies of these ten credit unions are presented throughout this
guide, and advice and insights ®ortettders are woven throughout the

various chapters. Their thoughts on the business case, critical success factors,
and the future of sustainable finance shed light on the opportunities and the
challenges credit unions face as they embark on thisggpuesaurces are

provided for those credit unions that wish to explore this subject on a deeper
level.

This guide has been adapted from its original version which was sponsored by
the Filene Research Institute in 2009 for an American credibhoaion audie
Canadian Centexttends its appreciatidrilene for granting permission to
ACanadi anizedo and jointly republish

The guide focuses on retail banking. While many credit unions have insurance
operations and offer wealtlagement services for their members, the bulk of

this guide focuses on traditional credit union lending aalidgsesitices.

Like banking, insurance and asset management are undergoing a transformation
as these finance sectors tackle the oppsrdunditthallenges of sustainability.

A key resource in understanding the trends and drivers in these business lines is
the United Nations Environment Program Finance Initiative web site
(www.unepfi.org). There you will find information on sustaimatihe under
principles, sustainable claims management, and responsible investment
guidelines.
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METHODOLOGY

This guide was developed based on the experience of the author in the
development and implementatimerod dozen CSR and sustainability

strategies for Canadian credit unions, as well as sustainability strategies for other
sectors such as insurance, asset management, transportation, sporting events
(the 2010 Winter Olympics), and forestry. Someandé thikeivers, and best

practice information were derived from a seminal study on sustainable finance
conducted by the author in 200% fGattadian credit union system

[sponsored by Assiniboine Credit Union, Coast Capitaih&&redis

Union Concetna Financi&lervices Associatibhe CoperatorsCentral 1

Credit Unidiformerly Credit Union Central of British Caladitd)nion

Central of Canadd&e CUMIS Grodjorthwest and Ethical (forra#rigal

Fund} First CalgaRmancigformerly First Calgary Savikgsidian Credit
Unionand Vancitgredit Unignkhich looked at global best practices and
interviewed international thought leaders on sustainable finance (reference
detdss are in the Resources section)

Finally, thease study credit unions wégetsd in consultation @@ha@n
CentraandFilene through a process that identified leading credit unions in
Canada, Australia, and the United Stage€anadian credit unions were

selected based on the durattbo@nprehensiveness of their sustainability
strategies. The American credit unions were solicited via an open survey process
on the Filene web site for avm#h period-he Australian credit union was

selected because it has been implementing secsivprsinategy for a

number of years and because including it introduced geographic diversity.

The report is divided into four chapters: Cpaptéies the background and
context of sustainability; Chapevides an overview of the trends, driver

and business case for sustainability; Ghaptdédes madmapfor credit

unions that wish to develop a credit union social responsibility or sustainability
strategy for their business; and Chapteiook into the future of sustainable
finance and the implications for Canadian credit unions.

TEN CASE STUDY CREDIT UNIONS

Alterna Savings Credit Union, Ontario
Bergengren Credit Union, Nova Scotia

Northern Savings Credit Union, British Columbia
Bethpage Federal Credit Union, New York
Whatcom Educational Credit Union, Washington

Assiniboine Credit Union, Manitoba

First Calgary Financial, Alberta

Vancity Credit Union, British Columbia
Missoula Federal Credit Union, Montana
mecu Limited, Australia







CHAPTER 1
INTRODUCTION AND CONTEXT

Corporate social responsibility is a trend that is
reshaping business. Grown frapecative roots,
credit unions have led in this area, but that leac
eroding. Credit unions can reimagine their relat
with their employees, communities, and memb
well as the environment in which theg aperaer
to create both social and business value.



since, credit unions have been attracting members and growing their
business through an unrelenting f«
defined as democratically controlled, dyrfmoused financial co
operatives aimed at ensuring service for the underserved. This democratic
member orientation has generated a strong social brand for credit unions that
has served them well to date. However, there is a powerful force, or mega
trendreshaping the business landscape, known as sustainability, or corporate
social responsibility. Businesses in all sectors are rethinking how they do
business in the face of shifting consumer, investor, and regulatory expectations
that businesses manage #loeial and environmental performance
responsibly along with their financial or economic performance. Some
businesses, including some financial institutions, are leading the charge,
becoming leaders in their sectors and their markets as they iimvegate and
in a renewed relationship with their customers, their employees, their
communities, and the broader environment. This is a critical time for credit
unions to reimagine their social contract with their employees, members, and
communities.

Credit unions were first founded in Canada over a century ago. Then and

ALeading businesses of t

core business directly a

0 WORLD BUSINESS COUNCIL FOR SUSTAINABLE DEVELOPMENT

As other businesses, including credit union comgstiganeereheir

business modatsincorporate a social and environmental ethic, compelled by

a range of financial and moral drivers, credit unions need to address their own
response to this trend. Indeed, many are coming to discover the opportunity to
use credit union social resplitysitsi a marketplace diffetenti@ver the

coming decade,theit hor predicts, fAthe credit
harnessed in service of a strategic aneorésuiiési social and

environmental mandate in ways that create member, commsim&ssand bu
value.

This guide aims to help credit unions understand this territory by providing a
definition, the business case, and key trends, including competitor trends. It
incorporatesraadmapfor credit unions interested in managing this side of
their business to cultivate new benefits in service to their members and
communities. Credit unions that advance on this journey will realize a new
social license to operate, a reinvigorated nnigsienewed relevance in the
marketplace.



DEFINING SUSTAINABILITY AND CORPORATE SOCIAL
RESPONSIBILITY

There are innumerable terms synonymaustaitiabiligndcorporate
social responsibilMany people, including the author, use these terms
interchangeably. The credit union system has adoptexdietit tevion
social responsibildyrecognize the inherent and evolving community
involvement that is unique to the sector.

Other commoerins includmrporate citizenstfG(environmental, social,

and governance factors in busitrgdelottordine(environnmg, social, and

economic bottdimes)corporate responsibsitsgtainable developmantl

people, planet, and prdiitsne coperatives prefer the tesiwperative social
responsibilityThis kind of diversity is common to any emergent trend and creates
the opportunity for credit unions to adapt the terminology that best suits their
culture.

However, regardlesefuariety, there are a few core elements common to all of
these terms that comprise a basic definition of sustainability, applied to the
business context: The balanced integration of social, environmental, and econom
factors in business decision maiéhgling governance, strategy, and

operations, along with consideration of stakeholder interests.

This report will primarily use theuastainabilityhile the five key elements of
the definitidrbalance; integration; social, environmental, amiceboisiness
decision making; and stakehdlddise further elaborated on, particularly in
Chapter 3.

It bears noting that this orientation to sustainability is rooted in the international cc
operative principles that governagécatives, incing credit unions. They
include:

Voluntary and open membership
Democratic member control
Member economic participation
Autonomy and independence
Education, training, and information
Cooperation amongpperatives
Concern for community

= =4 4 4 4 - -

Theserinciplesguidelines by whickoperatives put their values into practice

have been updated by the Internatieszd@tive Alliance over the years to

maintain their relevance, the most recent revision of which was in 1995. That yeal
theseventhprc i pl e was add e doperativesiworkforshe at e s
sustainable development of their communities through policies approved by their
members. o This commitment provides t
sustainability strategiehéaccko per at i ve sector s defin
of the credit union value proposition and helping to distinguish credit unions from
their banking competitors.



Similarly, in the autumn of 2010t Gnéoh Central of Canada (Canadian
Centrgladopted a Position Statement on Social Responsibility in which they

committed to Atake a | eadership role
best practices to help credit unions set, meet and imprapethéireceocial
responsibility@gd s o0 . T h eent Rithsristipulated thaSCanadi@anm
Centrfls initiatives wil/l be guided by t

1 Demonstrating-operative and sustainable governance

1 Promoting social inclusion and diversity

1 Fostering economic devedoy

1 Encouraging environmental sustainability

This Position Statemiemth i ch demonstrates the crec
commi t ment to Abui I7idasirgng Bameworkforn a bl e
Canadian credit union leadership on credit union sosibilitysgad

sustainability as a key marketplace differentiator.

The concepts of corporate sustainabilityoapdeco at i ves 6 concern
community can be further refined from the perspective of the financial sector.
The unique sustainability riskacisp@and opportunities of the financial sector,

as distinct from other industries such as mining, manufacturing, and retail,
become important to understand. As financial institutions concerned with deposit
taking, lending, insurgmovisioand wealthanagement services, credit

unions have particular roles to play when it comes to social and environmental
considerations. This is often referred to as treufhable financés

with sustainability, sustainable finance does not have defimiiensal

Indeed, global and regional banks are experimenting with the concept,
competing on these grounds in many markets. Essentially, however, sustainable
finance refers to the incorporation of environmental and social goals into
banking, insurancedasset management, including products and services and
the overall management and operations of the financial institution.

So credit unions, when thinking about their role in sustainability, need to consider
how best they can leverage their uniquéeoaiepas financial institutions to

build their business and enhance community and environmental welfare. They
also need to look hard at the ways in which lendirgkédepasid the other

services they provide enhance or impede environmentaliaitgd com

progress.

THE SUSTAINABILITY STRATEGY EQUATION

Sustainability = Do good + Do no harm Strategy = Business case + Goals +

Plans + Monitoring + Reporting




Now that we have defined sustainability and corporate social responsibility
(CSR)considered the-@gerative principle that is home to the sustainability
concept, and realized that the financial sector has a particular role in the
economy with respect to sustainalglitgn considée larger contettis

important tenderstad that the pastyars or so of social experimentation

with sustainability concepts applied to business have generated some norms
concerning what it means to be a sustainability leader. Credit unions
contemplating developing a sustainability ort€@Rfatrdneir operations

need to build their approach in recognition of the fact that much of this terrain has
been mapped by other industries and other financial institutions in Canada and
beyond. Globally, there is considerabifediization bevedifferent

industries and geographies, and alert managers and boards need to be aware of
these emergent standards.

The author has proposed a continuum of CSR leadership that is very similar to
other continuums of sustainability leadership devetapte:avoud. In this
continuum, there are five levels of CSR competency; $ertodrasic,

proactive, integrated, and midsien CSR. In workshops with credit unions,

the author typically finds that when studying the continubougimet

credit unions that thought they were leaders in CSR quickly realize that in fact
they might be at the basic or proactive CSR stage.

Buit i s the author 6s conoperativeslaon t hat
capable afainmgownership of thigghest form of sustainability leadership:
missiosdriven, in which the mission or purpose of the business is to improve
conditions in society, the environment, or both. Credit unions were founded to fill
credit gaps in the marketplace; as such thegarehtally and

philosophically misgioinen. However, the author finds it interesting that when
credit union representatives review the continuum, some aspire to stage four,
while others believe that with dedication, focus, and strategy, they can reach
stage five. This diversity speaks to a key philosophical challenge for the credit
union sector in terms of how it will evolve in the years ahead. Can credit unions
be the fAcat e grvensustainabilityenrthe banking sadtosia i 0 n
Canadarad around the world? If they can take their social purpose to the next
level by proactively managing their social and environmental performance to
achieve historic levels of sustainability impact, will this position them for a market
niche they can uniguein?



Figure 2: CSR Continuum

A Does not view itself as responsible for its social or environmental performance
1. Pre-CSR A Sees no obligation beyond profits

A Adheres to the lowest acceptable or legal standard

A Subscribes to basic | evel of CSR perfor

A Doesnot believe business has a responsi
conditions

A Manages its liabilities by obeying the law and labour, environmental, health, and

2. Basic CSR safety regulations

A Bases decisions on compliance considerationsd i.e., compliance with norms and
laws: What is legally required and charitable?

A Takes an ad hoc approach to CSR, typically in response to crisis or vocal
stakeholder concerns; focuses on external relations issues

A Perceives CSR as a strategic business opportunity; identifies areas where CSR can
be good for business and invests in those as opportunities

3. Proactive CSR A Moves from defence to offense: realizes it can save costs with proactive eco-
' efficiency and community investment programs

A Business model is not influenced by fir

A Bases decisions on traditional benefit/cost analysis: What is financially justified?

A CSR objectives affect business model: CSR institutionalized by embedding CSR
policies, procedures, and practices throughout operations to ensure integration of
sustainability into decision making

A Integrates CSR into key business strategies

4. Integrated CSR A Anticipates wider consequences of decisions and builds this awareness into
decision-making processes

A Uses CSR practices as a strategic differentiator

A Bases decisions on emerging global norms of integrity, ethics, and justice: What is
morally expected?

5. Mission-driven CSR A Mis_sion or purpose of business is to improve conditions in society or the
environment

“Copyright Strandberg Consulting



Figure 2: CSR Continuum Continued

Stage

Sample practices

1. Pre-CSR

Fights against regulations that promote sustainability

Defends against attacks to its reputation that in the short-term could affect sales,
recruitment, productivity, and the brand

Avoids environmental and social measures not required by law

2. Basic CSR

ToPoTe Too  ToToTo | Io  IoI»

Has informal or limited corporate commitment to CSR

Has informal and ad hoc CSR programs

Has charity, staff, customer, and environmental programs that are basic, traditional,
and minimal

Treats environmental and social initiatives as costs

Develops and implements policies and procedures in order to minimize any social or
environmental damage that might result from their business activities

May inform selected stakeholders of activities, for example, customers or government
Focuses communication on marketing and public relations

Does no CSR reporting, beyond a basic promotional summary of community activities

3. Proactive CSR

o I

o 2o

b

I ncorporates CSR into vision, mission,
system into its performance management program

Has one or two CSR bhusiness strategies to grow markets, generate revenue, and
improve conditionsd e.g., a renewable energy business line for an oil and gas
company, affordable housing or microfinance programs for banks and credit unions
Manages sustainability function entirely in specialty department

Develops partnerships with stakeholders to identify innovative product and service
solutions

Does more substantive CSR reporting, including a few CSR indicators

4. Integrated CSR

To To To o

oI o o o >

Incorporates CSR into vision, mission, values

CSR overseen by board and CEO management/leadership

Integrates CSR into performance management systems

Makes CSR commitment, develops policy to formalize commitment: creates programs
to implement policy, evaluates success and measures progress, involves stakeholders
in program development and evaluation, reports on CSR progress

Establishes formal and consistent CSR programs, CSR is integrated into corporate
objectives, key business strategies, and business plans

Identifies and manages its positive and negative socioeconomic and environmental
impacts

Establishes and tracks performance against stretch indicators of success, benchmarks
performance against other companies and industries

Engages stakeholders in two-way CSR dialogues, involves them in developing
strategic business objectives as they relate to CSR goals

Promotes CSR within industry

Focuses marketing efforts on reputation management

5. Mission-driven CSR

To oo To I

Uses all integrated CSR practices plus products, services, processes, and profits to
advance sustainability and improve world conditions

Creates opportunities for customers and the public to advance sustainability
Develops partnerships with stakeholders to tackle social and environmental issues
Initiates public policy dialogue on key CSR issues

Focuses marketing efforts on social and environmental causes to create awareness,
change public and corporate behaviour, and move public policy toward greater
sustainability

“Copyright Strandberg Consulting




SUSTAINABILITY AND CSR LEADERSHIP

To positiothemselves as market leaders, of course, credit unions would have to
model the characteristics of a sustainability or CSR leader, which include
competencies in the following five areas:

1 House in orddreaders get their house in order. In other words, the
ensure their governance, strategy, and operations take social and
environmental factors into account. They are reducing their negative and
enhancing their positive direct impacts on society and the environment.

1 Products and servidemaders incorporatestainability considerations into
their products and services. In other words, the negative social and
environmental impacts of their products and services are reduced and/or
they have features that help customers reduce their own impacts or
contributetbetter community and environmental conditions.

1 Investments and procurerheaters integrate sustainability
considerations into how they invest their assets and how they source goods
and services in the marketplace. In other words, their invdgtre@nts an
purchases take social and environmental factors into account.

1 Stakeholder engagemesdders engage their stakeholders, including
employees, customers, communities, the public, and others, to help them
reduce their negative and enhance thigie gastainability impacts. In
other words, they use the influence they have with their key audiences to
raise awareness, educate, and provide opportunities for action on important
sustainability issues, typically tied to their business.

1 Advocacy.eades use their influence as businesses to promote public
policy and public interest issues to governments, regulators, their own
industry or trade association, and the general public. In other words, leaders
identify key sustainability issues that affeetctbej their customers, and
their communities and engage in the public debate to tackle global
challenges such as poverty and climate change.

SUSTAINABILITY / CSR MANAGEMENT

Just asustainability leaderstap come to be defined over the years, so is the

case with sustainability / CSR management. While diversity still reigns,
sustainability or CSR management typically covers how an organization is
governed from a sustainability point of view, how sustabedslity into its

products and services, the way in which it integrates sustainability into its
business strategy, how it manages its sustainability performance, and its
operational decision making. Thus, a
straegy, performance management, and operational decision making are in
scope for a comprehensive sustainability program. Effectively, this signals the
emergence of a framework to guide th
and environmental perforndeaeca s of a credit wunionés
are typically some strengths and some weaknesses.



Core subject areas within this sustainability management framework commonly
include the following business issues:

1 Governance, ethics, and management systems boar ddés r ol e
governing the credit unionbés sustai
the systems in place to i mplement t
commitments.

1 EnvironrmelAn assessment of the credit wui
environment and efforts to reduce its environmental footprint and to improve
local environmental conditions.

1 Community involvementThe credit unionds rel at
including the engagenméicommunity members in setting the credit
uni onds strategic sustainability di
sponsorships, partnerships, employee volunteering, and the use of the credit
uni onds business assets wal | mprove
being.

1 Humanresource management hi s i ncludes the cre:q
its employees and concerns matters such as diversity, workplace quality,
worklife balance, professional development, health and safety, fair wages
and benefits, andpayee engagement and satisfaction. Often it
i ncorporates commitments to be a il

1 Human right$he basic rights to which all human beings are entitled: civil,
political, economic, social, and cultural. In a Canadian sustainability contex
this typically pertains to a concern with the prevention of human rights
abuses within the supply chain, sor
also be more broadly defined to include the degree to which a credit union is
inclusive of minorityugps in its operations and markets, sometimes

referred to as fAsoci al i nclusiono ¢
purchasing, and accessibility are key aspects of social inclusion.
1 Member (customer) relationd hi s i nc | uwklatisnshipp e cr ed

with its members and involves member satisfaction and engagement. As
membecentric organizations, credit unions typically excel in this
sustainability component. In the context of sustainability, this could
encompass member rights andypr@aessibility, fair marketing, member
health and safety, complaint and dispute resolution, consultation, and
sustainability education and awareness.

AFor many companies CSR activitie

activitiesd most companies would never run any other part of their
business in such ah

1 Products and servicElis includes the degree to which credit union
products and services reduce negative and enhance positive social and
environmental impacts. Thighcarde microfinance, affordable housing
finance, green products and services, green lending, socially responsible
investment, and other social and environmental product features. It can also

9



include matters pertaining to sustainable consumptiorsidarisihmon
role credit unions can play in reducing the environmental damage and
resource depletion that arise as a

Supplier and business partner reld@tmsipertains, firstly, to fair and
ethical treatment of seppknd business partners, and secondly, to the
incorporation of sustainability factors into supplier and business partner
selection and engagement.

Communicatiorihere are a few elements central to sustainability
communications: internal and exter@lean i cati on of t he ¢
sustainability commitments and efforts; staff, member, and community
engagement in achieving the credit
credit unionb6s sustainability branc
uniorreporting on its sustainability performance.

Aboriginal relations (where rele@esd)t unions sometimes operate in

markets where there is a local indigenous community. In this case,
Aboriginal relations can become important aspects of susthinability an
include access to financial services, financial literacy, Aboriginal hiring, and
souraig from Aboriginal firms. (&dboix for greater details.)

10



ABORIGINAL BUSINESS OPPORTUNITIES

The growth in the Aboriginal population, particulaylgudmand within urban centers in Central and Weste
Canada, combined with land claims settlements, are driving a demand for financial services from Abo

i1 Between 1996 and 2006, the Aboriginal population in Canada increased by #Besifastet, s
than the increase for theAtmoriginal population.

significant increases in community and individual wealth. In SaskatcheMeyrfrdon @97 to

ginal people:

1 There are 594 land claims in progress in Canada and 795 settled land claims. Land claims jy generate

2010 land claims payments exceeded $880 million overall, ranging from $4,000 to over $78
to individual Aboriginal governments.

Not only are there significant business opportunities to be cultivated with Alndtiegnalcdnensuare
significant social justice issues as weljenmititional poverty, inadequate housing and marginalization

economparticipationo and Ademocr at i-lwox and thddegire for self t

llion paid out

r ’

represent ongoing barriers to social and economic inclusion. The eoeditaunicmtol ve phi | o ]No phy of
ol o

determination and economiceti@ifice on the part of Aboriginal people make for a natural partnership be
credit unions and Aboriginainem ties both-and offeserve.

Opportunities include:

Onreserve Branches

een

9 Affinity Credit Union opened the first credit union branch on a First Nations reserve in Saskatchewan in

2009.

Housing Loans
9 Onreserve housing loans: Envision Financial, a division of First West Credit Union, Affinity Cr:
and Vancity participate in the First Nations Market Housing Fund, established by the federal g
2007, which expands mdor&séd housimmg reserve by providing easier access to homeownership
rental and renovation loaAvariginaommunities.

9 Urban housing loadssiniboin€redit Unida a member of the selection committee for the Manitoba

Tipi Mitawa Home Ownership Program, a pilot project of the Manitoba Real Estate Associatior

dit Union
vernment in

and the

Assembly of Manitoba Chiefs. Launched in 2008, the program will make affordable home ownership

avalable to 40 modéstome families within the urban Aboriginal community. In Winnipeg, for e
74 pecent of neAboriginal peoplewn the home they live in. However, onlgets peAboriginal
people living off reserve own their own h@®@9 ACU provided access to mortgage financing for
first three Aboriginal families approved under this program.

ample,

the

9 Vancity has supported urban Aboriginal housing agencies, providing over $12 million in financing

arrangements for new housing unitsll as commercial real estate financing for office buildings.

Basic Financial Services and Financial Literacy Programs

i Through inneity branches and community partnerships, Assiniboine provides access to financial

ervices to

unbanked anohderserved families in neighbourhoods abandoned by banks and home to many Abgriginal
residents. In 2011, the credit union plans to open a small branch in the north end of Winnipeg, where 30 per

cent of the population is of Aboriginal heritage.

i Vancity ptners with First Nations governments, Aboriginal organizations and communities, to provide the

tools needed to build financial literacy and ensure that financial services are accessible to those
have traditionally maintained bank accounts.

11 Statistics Cana@®06 Censugiboriginal Peoples in Canada in RROGMétis, and First Nations, 2006 Geotaleer, 2009.

ho may not
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ABORIGINAL BUSINESS OPPORTUNCDbHSGed)

Business Lending

i Assiniboin€redit Unigorovides access to financing for a large number of Aboriginal organizations jin
Winnipeg, including small businesses, cooperajivefit honsing groups, education and social servi
agencies.

9 Vancity participates in Indian and Northers Affela nad a 6 s la pilatprogtam grevidiRge s € r v e,
debt financing to Aboriginal businesses with assets on reserve. A loan loss reserve of $2.5 millign has been
established by the Federal Goveronsentite up to $10 million in finaivgngity has also loaned over
$15 million in financing for twoktheriver micrkhydro projects, where the majority of assets are owned
by local First Nation governments.

i  Affinity is the Saskatchewan Credit that participates in the Loan Loss Reserve. A loan loss res
$1.9 million has been established by the Federal Government that enables Aboriginal business

e of
on reserve.

Community economic development
i Vancity has taken the approach of vimgangpership with Aboriginal governments and urban Aboriginal
notforprofit organizatidnssupport social enterprise initiatives, the development of social purpose real
estate, the development of an authentic Aboriginal tourism sector, asgveti asayfef targeted
micrdending programs to emerging Aboriginal entrepreneurs and artisans.

Hiring
9 Assiniboine Credit Union tracks and reports
communi t i ¢érFsom 2086 2@ \Wineipeg experienced 29% growth of persons of Aborigi

sustainability report, 10 % o frec\iment prqgrangsénslude
career outreach and support for employment development partnerships which affteertisiimsgand
the credit union and can result in permanent positions.

9 Vancity has identified the retention and recruitmeginal Abgoloyees as a key component of its
diversity strategy, and is working with a number of Aboriginal human resource development agefcies as
partners in this process.

Purchasing

i Assiniboine Credit Union proactively sources from communityrextergaigembs for target groups,
including Aboriginal people. For example, it bought goods and services from twpsAinazidd®al co
including Neechi Foodgand Northern Star WorkepCo

Governance
i Affinity Credit Union is governed by nine district councils, one of which is a First Nations district gomprised of
eight partné&boriginadommunite hes e ei ght communities el ectf two

board of directors, to enthateFirst Nations people and communities are represented.
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These are core sustainability and CS
marketplace. However, as sustainability is a dynamic process, further areas are
likely to emerge as important topiedtirtutte

In Chapter 2, best practice examples of the financial sector will be summarized,
demonstrating sustainability leadership and management attributes in action.
Chapter 3, which providesméd rapfor credit union sustainability strategy, will
unpack these fislearacteristics of leadership awodngonents of

management. Of course, some credit unions may not find it in their best business
interest to be a leader of sustainability or CSRankibedar to have good

practices in all areas of sustainability management. This is perfectly acceptable.
The key reason for credit unions to become familiar with sustainability leadership
gualities, a sustainability management framework, and thle oataiea

field is so they can make an informed business decision about how they wish to
be positioned on this emergent business priority with their members, staff, and
communities. Rest assured your competitors are doing the same thing.
Sustainabilitaé become an area of business to be managed and credit unions
are beginning to set goals and monitor their performance in this area. As distinct
entities, credit unions will tailor their sustainability priorities to suit local conditions.
What this guidrintended to do is to define this new field of practice so that
boards and managers can incorporate this way of thinking into business strategy,
governance, and operations. If successful, this guide will elevate the social
purpose of credit unions fralmsphhy to strategy. As any good business

manager knows, what gets measured gets managed, and what gets managed
gets results. It is hoped that the balance of this guide, including trends, drivers, th
business case, and strategy development, withprowittext from which

credit unions can manage their sustainability and CSR performance for improved
results and greater benefit for their staff, members, and communities, regardless
of where they wish to be on the leadership continuum and how many best
practices they wish to adopt.

Next we explore the trends and drivers, including the business case, of
sustainable finance.

INTERNATIONAL STANDARDS ON CORPORATE SOCIAL RESPONSIBILITY
IN DEVELOPMENT

The International Organization for 9 Accountability.

Standardization (ISO) has developed a guidance i Transparency.

document on CSR, referred to as ISO 26000. 9 Ethical behaviour.

This will be a useful background document for 1 Respect for stakeholder interests.
credit unions seeking to understand basic CSR 1 Respect for the rule of law.

and sustainability. The standard incorporates 1 Respect for international norms of
Seven Principles of Social Responsibility, behaviour.

including:

==

Respect for human rights.
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CHAPTER 2
SUSTAINABLE FINANCE TRENDS AND DRIVERS

Sustainable finaddbe integration of social and
environmental goals into bahlgrigecoming
mainstream. While credit unions often engage
sustainability efforts because it is the right thing
there are business benefits in investmgdrate
social responsibility. There are economic and ¢
gains to be had for those who strategically mar
their social and environmental performance.



fact that thglobal finance sector has established a networking consortium
where more than li7&titutions, including banks, insurers, and fund
managers, work with a UN program called the United Nations Environment
Program (UNEP) to understand the impacts of etsligmareocial
considerations on financial performance. A criterion of membership is that
participants endorse the UNEP Statement by Financial Institutions on the
Environment and Sustainable Development (see www.unepfi.org). The statement
commits signaes to regard sustainable development as a fundamental aspect
of sound business management and to recognize that the financial services
sector is an important contributor toward sustainable development. Principles
such as environmental management, tlopmdewt of products and services
that promote environmental protection, setting and reviewing sustainability goals,
raising awareness with relevant audiences, and sharing best practices set the
stage for rapid learning and innovation for participants.

That sustainable finance is a growing business trend is evidenced by the

ANORTH AMERICAN NETWORK

A few credit unions belong to UNEP, which includes all five major Canadian
chartered banks amongst its members. Banks participate in regional task forces;
the North American group

ii s working t o isusw@oabl@develapmentashe pr it
normal business practice throughout the North American financial sector, the
specific goals of which are:

{1 To create a forum for North American Signatories to the UNEP Finance
Initiative Statements to exchange ideas and mestrptiaetarea of
finance and sustainability.

1 To explore and raise awareness on specific environmental and social
issues, such as climate change, and its impact on the North American
financial sector.

1 To identify and disseminate risks and opportatetie® rgocial and
environmental issues for the financial services industry in North
Amersi ca. 0

UNEP Finance I nitiativebds publicatio
water, property management, reporting, sustainability risk managesment, product
and services, and human rights. In 2007 the Task Force commissioned a study
on green financial products and services, which pointed to the emergence of
fifgreend mortgages, home equity | oans
credit cards. The stedncluded that there are three overarching drivers and
trends behind the emergence and growth of green product and service demand:
environmental knowledge and media coverage, environmental awareness and
public opinion, and environmental regulatigiskztico fie
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KEY SUSTAINABILITY ISSUES IN FINANCIAL SERVICES

The 2005Canadian Centrrainds study, conducted by the author and referred to
earlier, revealed a number of key trends that are similarly transforming the
financial services sector, including that sustainability is becoming a mainstream
issue for financial institutions. Moneoaedinancial institutions are adopting a
sustainability ethic and working to embed social and environmental consideration:
into their business models. A growing number of financial institutions are
disclosing their social and environmental perfartmpleckattom line

accountability reports. Financial institutions are coming to see sustainability as a
business strategy issue and a risk management issue. The key concerns of
financial institutions were identified as climate change on the esieonmental

and poverty, both domestic and international, on the social side.

Financial institutions are deepening their understanding of how climate change
and rising poverty can impact their businesses, and they are grappling with how
they can positivelJuiance these trend lines through their core business

activities. Helping to grow the emerging carbon market, launching products to
help their customers reduce their carbon footprints, supporting financial literacy
and accessibility initiatives, and ffigamicirocredit programs domestically and
internationally are some of the key means financial institutions have been using
to leverage their resources to tackle growing global challenges.

GLOBAL BANKS AND CLIMATE CHANGE

i1 By 2007, banks had issued nearly
100 research reports on climate
change and related investment and
regulatory strategies.

i1 Many have set greenhouse gas
reduction targets for their internal
operations: They have calculated and
disclosed their greenhouse gas
emissions from operations, they have
established greenhouse gas
emissions reduction targets, and they
are declaring targets to achieve
carbon neutrality.

i Many are providing financial support
for alternative energy projects.

1 A number have made formal public
policy statements on climate change.

Source: Dougl as Cogan,

They are creating executive-level
committees, working groups, or task
forces focused on climate change; in
some instances, new executive positions
and departments are being defined
around climate change specifically. They
are starting to calculate the carbon risk of
their loan portfolios, incorporating
greenhouse gas emissions and climate-
related risks into their analyses.

A number of banks are offering climate-
oriented investment and retail products,
such as credit cards, auto financing, and
home loans aimed at making a
contribution to combating climate change.
Some are offering preferential terms on
loans for energy conservation projects,
green buildings, or hybrid cars; others are
partnering with reputable non-profit
organizations in developing climate
change strategies or broader
sustainability initiatives.

ACorporate Governance and Cliidat
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Driven in part by campaigning nongovernmental orgdE@sprisanks

that engage in project finance for t
Corporation (IFC) have adopted a set of sustainability principles, known as the
Equator Principles, to address environmental and social risks in project financing.
Todg, banks that approve loans for IFC projects valued at more than $10 million
must adhere to these principles, which are designed to firsamedshnk
projects are developed Ain a manner
environmental managat practices. By doing so, negative impacts -on project
affected ecosystems and communities should be avoided where possible, and if
these impacts are unavoidable, they should be reduced, mitigated, and/or
compensat ed 7fThese canmipmeiidyperbéganttoeaffegt otber
business lines for signatory banks, such that increasingly banks are adopting
sustainability guidelines and practices that influence their approach to financing
most of their commercial sectors. To implement these guigdlardsrase

training their staff in social and environmental risk management and due
diligence.

Among a range of environmental concerns, carbon is taking center stage with
many financial institutions. A number have efforts under way to understand how
clmate change will affect the risk landscape globally, with the result that financial
institutions are developing expertise in evaluating how climate change factors
can affect their financial performance. Some financial institutions are accounting
for carbooosts in their lending decisions. When lending to the U.S. power
generation sector, Barclays Bank, for example, incorporates an assumed cost of
carbon in their financial modaMader is coming on the heels of carbon as the

next environmental issuegifipally water quality and quantity and its

management. The tools and skill sets that financial institutions are developing
around climate change are being readily adapted to other environmental and
social risks as they emerge in the economy.

Cooperative institutions, it turns out, have led the way in applying social and
environmental criteria to those they conduct business with, likely started by the
Cooperative Bank in the UK with its 1992 Ethical Stance and Vancity Credit
Union in Canaddahnits 2002 Baseline Ethical Policy. These are among the best
practice trends that are in ascendancy in primarily European and North American
markets. Other best pradtiends chronicled in the Canadian Gamdsal

study include the developmerggsibmstatements by financial institutions to

frame their sustainability commitments, the adoption of sustainability governance
frameworks for boards of directors seeking to understand their role, and an
emergent mindset that sustainability provides bpgiounities for

entrepreneurial and focused financial institutions.

INTEGRATING A SUSTAINABILITY STRATEGY

Sustainabiliyriented financial institutions are assigning a senior manager to
assume responsibility and authority for implementstgitredilisy

mandates, training staff in their new sustainability roles and including
sustainability deliverables in executive and staff performance contracts. In their
efforts to fido good and do no harm, 0
guick their operations; one common best practice target is carbon neutrality,
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wherein the organization reduces its greenhouse gas emissions as much as
possible and funds organizations to
investing in incremental gr@esegasreducing initiatives. Many leading

financial institutions are engaging their customers, community, suppliers, and
NGOs to develop social and environmental policies, partner on new solutions,
and provide input into their sustainability strategyerparticipate indong

term partnerships on significant and pressing sustainability issues. And they use
their product and service array to catalyze further sustainability, often by offering
discounted pricing or offset programs as incentivesafsadiyd other

financial institutions are retooling their community programs to garner greater
leverage and impact than they had in their equiébookephilanthropy

days. Increasingly, best practice community involvement is

A S - focused dhrarigtyr, @t e qi wvhé ch char
n ust al n_ a ' " are aligned with the core competencies of the financial institution
WW[EHRIEEReR o= 611 RIORS ZVA  and ts business development goals.

compet

Whilemainstream financial institutions are building out a
creEIRECNNRINI S RVISNI=SE  sustainability value proposition, a niche sustainable finance
sector continues to grow and thrive, especially in the current
economy. In the fall of 2009, a new network of sustainable banksc&lobal Allia
for Banking on Values, was launched suisitairiable finance institutions that
serve more than sewdtion customers ircaQntries, with a combined

bal ance sheet of over $14 billion US
largesmicrofinance institution, based in Bangladesh; and Triodos Bank,
Europeds |l eading sustainable bank. T

are bettesuited to loftgrm sustainable thinking and new forms of ownership
and economic cooper&tion.

CONPETITOR TRENDS

Canadian banks are also moving forward on the sustainable finance path. A
review of their 2009 sustainability reports reveals a range of sustainability efforts
in three areas: community and social, environmental and sustaingbility reportin

(The following examples are largely derived from an analysis of the 2009
sustainability reports of Bank of Montreal (BMO), Canadian Imperial Bank of
Commerce (CIBC), Royal Bank of Canada (RBC), Scotiabank, and TD Bank
Financial Group. As such tbeiiog summary is not a comprehensive

review.)

1. Community and Social

Financial Literacy / Security

1 Children: Employees volunteer on programs that teach children about
career and financial planning. (Scotiabank)

1 General public: Financial edutadisron website. (Scotiabank)

1 Homebuyers: Offer a guide for first time homebuyers, including tips,
worksheets and online planning tool. (BMO)
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1 People with disabilities: First major Canadian bank to offer the Registered
Disability Savings Plan which egesufamilies and individuals to save
for the lontgrm security of people with disabilities. (BMO)

1 Small business: Partnered with the International Centre for Infectious
Diseases to offer a series of seminars on HIN1 pandemic planning for small
businesand to produce a podcast on pandemic planning. (BMO)

1 ViceChair of Canadads Task Force on F

Multicultural Banking

1 Dedicated banking team helps new Canadians establish their lives in
Canada by offering customized products éingualuservices.

(Scotiabank)

1 Program helps eligible new immigrants who may not meet traditional criteria

obtain mortgage financing by demonstrating their ability to service the loan

through other resources. (RBC)

Partnerships with settlement aggiStesabank)

1 On Canada Day launched the My Canada Story Contest as part of a
AiNewcomers to Canada Programo. Cus
about their journey to Canada for a chance to win one of $1,000 cash prizes.
(BMO)

1 Conducted research smaght feedback from within the organization and
from individuals in China and India with the goal of finding ways to eliminate
barriers and obstacles for newcomers as they move, get settled and put
down roots in Canada. (RBC)

7 Expanded f We websitelte pravide additional cesoorces
and advice to newcomers on how to start a business. (RBC)

{1 Launched an online international remittance capability, enabling online
banking clients to send up to $1,000 overseas daily. (RBC)

==

Micrecredit
1 Microfinandaitiatives for owsogrerators of midrasinesses and others.
(Scotiabank)

Aboriginal People

1 Operate four-oeserve branches and a network of 22 Aboriginal banking
centers (Scotiabank); opened a branch in a First Nations reserve (CIBC);
eight branchéscated on reserves and six branches in the North;
introduced a remote banking program to serve the banking needs of
Aboriginal people in remote areas. (RBC)

1 Onreserve housing loan program available to Aboriginal communities.
(BMO, RBC)

1 Launched a mortgggogram that provides First Nations members with
greater flexibility and choice when financing purchase or construction of
home; helps create marketable housing in reserve communities. (RBC)

1 Offers an Aboriginal Personal Planning program desigogd to supp
financial settifficiency. (CIBC)

1 Established agreements with five Aboriginal Capital Corporations to provide
access to capital to Aboriginal businesses. (RBC)

1 Sponsors the Aboriginal Financial Officers Association of Canada. (BMO)

1 Signed a Memorandfrynderstanding with the Assembly of First Nations
to provide a twear action plan that includes commitments to initiatives
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that support community and social development and create economic
opportunities for First Nations communities across Ca@jada. (RB

i Funded the Conference Board of Can:
government, business, community and Aboriginal leaders develop a shared
vision of and actions for sustainable prosperity in the North. (RBC)

1 Appointed the former National CthiefAgsembly of First Nations as
Special Advisor to provide advice on how to deepen relationships with
Aboriginal governments, communities and businesses in Canada. (RBC)

Accessibility
1 Branches
I Over 90 per cent of branches provide level or ramgfed padpés with
disabilities (BMO); opened 12 new fully accessible branch locations and
redeveloped 21 others to ensure accessibility (BMO); completing renovation
projects and retrofits to improve accessibility (TD); appHieg dasign
standardg/herever they operate; 90 per cent of bank and insurance branches
in Canada and the US are wheelchair accessible; physical locations are
audited periodically for accessibility to identify and remove barriers to people
with disabilitig®RBC)
{1 Automated Tler Machines
i First bank worldwide to provideenatted ATMs; worked with the CSA to
shape the industry standard. (RBC)
1 Instalingaudon abl ed faccess for all o ATMs;
accessible height with headphone jacks for audigrabdess for mobility
assistance and brighter lighting. (CIBC)

1 Statements

9 Clients can request statements in Braille and large print formats (CIBC, TD,
RBCi also audio cassettes aftelxe over 800 clients in Canada receive
Braille statements)

1 Website

1  Website has received CNIB Site Check certification (CIBC); new web
accessibility tool improves online banking experience for customers with visual
impairments or where English is not the first language (TD); a pioneer in
applying the web content acdéaggiidelines developed by the World Wide
Web Consortium. (RBC)

i1 A sign language interpreter can be made available to asgispaieading
clients who have complex banking needs. (CIBC)

Community Involvement

1 Matches funds raised by employee tesm®61GD0. (Scotiabank)

1 Donates $1,000 to community organizations where employees are active
volunteers (Scotiabank); contributes up to $1,000 to community
organizations where employees and retirees volunteer (CIBC); offers a $500
grant to a charity whargloyees volunteer more than 40 hours a year
(TD); employees and pensioners who volunteer a minimum of 40 hours a
year to a registered charity are eligible for a $500 grant to the organization.
(RBC)

1 Internal volunteer website gives employees adoessatmimand
resources on the bankés volunteer
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organizations and charities can submit volunteer opportunities to be posted
on the siteds volunteer bulletin bc

Community Strategy

l

Community initiatives arepocated with a plan called RBC Community

Bl ueprint; focused on Atransfor mat.
support for difficult or emerging social and environmental issues, while
focusing donations with the education, healthcare and arts communities t

key issues and continuing to provide a broad base of support across all
charitable sectors. (RBC)

Structure

f

Corporate Citizenship department encompasses corporate responsibility,
corporate environmental affairs and donations. (RBC)

2. Environment

Adopted environmental policy (Scotiabank, CIBC, RBC); have identified
three priority environmental issues: climate change, biodiversity and water
(RBC)

Internal Structure

9 Director of Environmental Affagstiabank)

i1 Environmental Sustainability €ffiogs to SVP Corporate Real Estate and
Strategic Sourcing; Sustainability Council, composed of senior leaders across
the company, ensures policies and programs are applied across the group
(BMO)

i1 Chief Environment Off{ddD)

i Corporate Environmeritalird group is responsible for implementing the
environmental plan and for setting enigigeigmlicy for the identification,
assessment, control, monitoring and reporting of environmental matters.
Executive oversight is provided by the GroupeEamat ity the Corporate
Governance and Public Policy Committee of the Board dRBictors

Employee Engagement

i Code of Conduct requires employees take reasonable care to ensure that
business activities are conducted in an environmentathapnetent
(CIBC); Code of Conduct addresses behaviour expected of employees
regarding the environment (RBC); issued Employee Environmental
Stewardship Guidelines to all employees. (RBC)

i1 Environmental Ambassador program helps roll out environmental programs
(BMO) ; branch | evel AEner gy Awareness
assistance and share success stories (CIBC); seven environmental
committees, working groups and networks engage employees across the
business and regions. (RBC)

i Internal websites: ®Breen staff website provides tips on reducing
environmental footprints at work and at home (Scotiabank); launched an
internal environmental website for employees on Earth Day. (BMO)

Environmental Strategies

i  Clear Blue Skies Initiative is name divein émterprisgde environmental
strategy; ECO Strategy includes energy reduction and efficiency, sustainable
transport, sustainable materials, waste management and sustainable
procurement. (BMO)
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1 RBC Environmental Blueprint is a five year plamitma#dcenvironmental
mediunand longerm commitments; the bank tracks and presents annual
progress against the commitments in their Blueprint Report Card. (RBC)

Green Buildings

9 Participating in Canada Green Building Council projects, including a pilot
program for Leadership in Energy and Environmental Design (LEED). Pursuing
LEED certification for new branches in Ontario; one building-included low
emission paint, Climate Neutral Cool Carpet and regionally manufactured and
Forest Stewardship Counciiegfiirniture, millwork and wood products,
Energy Stamted equipment and appliances, natural light, and motion
sensitive lighting. (CIBC)

19 Plans to open up to ten fAgreenodo | oca:
store that is built to LEED standaudis]l stores after 2011 will be built to
the standard. The 3,800 square foot prototype reduces energy consumption
50 pecent compared to previous designs, and will generate ugetd 20 per
of its own electricitystie via solar panels on theasaeigll as solar drive
thru canopies. The buildings will feature insulated glassEwitatirigwo
help balance interior temperature, as well as sensors to control lighting. The
locations also will incorporate dttolegant landscaping and vedfierent
plumbing fixtures. (TD)

9 Greening branches, many certified un
certification system of the Building Owners and Managers Association

9 Achieved ISO 14001 EMS certification at leased office tower in downtown
Torontahe first in Canada. (BMO)

Reducing Energy Use and GHG Emissions

I Conducted energy audits; measuring and reducing GHG emissions, including
buildings and air travel. (Scotiabank)

I Completed energy audits for 5 per cent of retail branch facilitfes; turned of

exterior signage and kept internal lighting to a minimum for 60 minutes as part

of Earth Hour. (BMO)

Launched an energy conservation program across the branch network. (CIBC)

Conducted ten energy audits to inform their Energy Plan to be implemented in

2010. (RBC)

9 Retrofitted lighting, upgraded data centres, improved heating/cooling systems,
and introduced a fleet policy to improve fuel efficiency. Pilot projects are
underway including flexible workspace scenarios and rooftop renewable
energy generationlocal branches. (TD)

= =

Renewable Energy

i1 The largest purchaser of renewable energy in the Canadian financial sector.
(TD)

I Purchase green power. (CIBC)

I Many branches are powered by renewable energy. (BMO)

i 96 branches purchase EcolLogo certified gregRB&jyer.

Carbon Neutral Goals
1 Adopted a goal to be carbon neutral by 2010 with respect to global energy
consumption and transportation emissions. (BMO)

9 Exceeded its goal to become carbon neutral in domestic operations in 2010;
achieved neutrality invitsldwide operations. (TD)
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1 Paper

1 Adopted environmental paper policy and reduction targets. (Scotiabank)

I 20 per cent below the industry benchmark of 10,000 sheets of paper per
person per year; set a target to reduce paper usage per employee by 5 per
centin 2009 and 2010 (achieved 3.8 per cent in 2009). (TD)

9 Purchasing FS@rtified paper (73 per cent in 2009); lower weight of
marketing paper stock. (CIBC)

1 Purchasing FSe@rtified sustainable sourced office paper (84 per cent in
2009). (RBC)

1 Greenriformton Technology
i Established a Green IT Committee to implement initiatives that reduce
environmental impacts of IT, such as a server virtualization program that
resulted in the removal and purchase avoidance of over 3.400 physical
servers; a printer toratradge remanufacturing program that diverted over
70,000 toner cartridges from landfill in Canada .&datiteducopper
cable recycling program that diverted 1,450 kg of copper from landfills. (RBC)

{ Sustainable Purchasing

1 Requests for proposalspgsponents to describe their CSR and
environmental policies and practices, relevant environmental or CSR
accreditations, programs to deliver-effanigynt products and services,
recycling and disposal methods and employment practices that support
divesity and human rights. (Scotiabank)

I Suppers undergo an evaluation and must complete a Sustainable Procurement
Questionnaire. (BMO)

1 Environmentally Responsible Procurement Standard includes an
environmental evaluation form with reporting criterig rélatedt® u p p |l i er s ¢
environmental management systems andgmecitictquestions. Criteria
include energy efficiency, efficient use of natural resources, recycling options,
product takeack options and conditions to promote ecologically sustainable
forespractices. (CIBC)

1 Ongoing implementation of an environmental procurement program; green
office product offerings increased to over 1,000 available products. (TD)

9 Ask suppliers to provide information on environmental policies and practices,
which are codsired in the selection process. (RBC)

i Founding member of the Canadian Aboriginal and Minority Supplier Council to
promote sourcing from Aboriginal and minority groups. (RBC)

1 Lending and Insurance

i Incorporate climate change risk assessments infrdeedings.
(Scotiabank)

9 Reviewed borrowersd exposure to clim
that overall exposure to sectors at high risk for greenhouse gas emissions
regulations (oil and gas, power generation, mining and smelting, automotive
and bemical) represents 5 per cent of total lending portfolio. (TD)

i1 Analyzed exposure of borrowers and sectors in loan and investment portfolio to
climate change risks and regulations. (RBC)

i Loans and trading lines in excess of $1 billion to clean en@ggyicompa
Canada, US, and British Isles; portfolio includes hydroelectric, wind, biomass,
solar and advanced energy metering. (RBC)

i  Provide incentives for clients to purchaseséicéegy products for their
homes, buy a hybrid vehicle and switch fwogree(e.g. a 1 per cent
discount or a $100 rebate on an energy audit for a fixed rate installment loan
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over $5,000); clients are also offered a $300 rebate in a home energy audit
with the RBC Energy Saver Mortgage. (RBC)
9 Offers 1 per cent discount atalaid per cent cash rebate for clients making
Energy Stayualified purchases through the TD Green Mortgage and Home
Equity Lines of Credit. (TD)
i Customers with a hybrid vehicle can save up to 10 per cent off their insurance
premium throegh Abto iGmeemaWhe Di scol

Investments

1 TD Asset Management USA launched the TD Global Sustainability Fund. (TD)

i Offers SRI mutual funds and segregated accounts through RBC Global Asset
Management: three RBC Jantzi Funds which use Envirdaainaaut, Soc
Governance (ESG) investment screens providedSwstiintditics, and
four Phillips, Hager and North Community Values Funds. (RBC)

I Founding investors in Greening Canada Fund, providing direct access to
carbon offsets. (BMO, TD)

Client Envirorental Awareness
i Provides online and kaoply tips and resources to businesses and home
owners on energy efficiency at the office and at home. (RBC)

Community Environmental Grants

i1 Provided $500,000 to a tacgée environmental community centregieaturin
innovations in green building design, a native plant nursery and garden centre,
youth employment training for green |
summer camps and heordexhibits. (BMO)

9 Contributors to Habi t auildihgdProgratny mani t vy
helping to build eneefficient housing. (TD)

i TD Friends of the Environment contributes funding to grassroots environmental
projects. (TD)

97 Lead sponsor of Al am Green Power o,
provide conservatideas and practical information on renewable energy
technologies, including an interactive website, www.iamgreenpower.ca where
visitors can sign a pledge to fAbeodo g

Environmental Thought Leadership
1 Sponsored a report on the ecoimpact of climate change policy in
Canada, AClIimate Leadership, Economi
Institute and David Suzuki Foundation. (TD)
1 Group Head of Corporate Operatiohaioed the Greening Greater Toronto
Task Force in 2009. (TD)
9 Dratd a white paper o
I

green buil di
Trends on Green Bui n |

g
gso for c n

n n
di i eni
Signature Project
1 Blue Water Project is gd#r, $50 million commitment to supporting
organizations that protect watersheds andecsssdo clean drinking
water in Canada and abroad; in June 2010, 77,000 employees in 54 countries
celebrated Blue Water Day, to profile work being done by grant recipients
worldwide and raise awareness about the value and vulnerability of water;
providd funding for a global business plan competition to find solutions to
global water problems through entrepreneurship; provided grants to three
universities for water research programs. (RBC)
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3. Sustainability Reporting

1 Follows Global Reporting ivitigeRI1) reporting guidelinégéBhnks
1 Thirdparty verification of report. (Scotiabank; TD)

While these efforts may not immediately threaten credit union turf, over time as
these banks continue to engage their assets and resources oty sustainabili

i ssues and risks, they might well <c¢h
responsibilityo. I ndeed, a number o
world have built strong sustainability programs, providing role models of
sustainable financéhieir local markets and well beyond. They are in the
vanguard of credit union leadership in sustainability and can provide
considerable insight into how to get started on strategic sustainability.

Thecredit unions profiled in this paper have identified a number of compelling
drivers which influenced their sustainability investments, some of which are
derived from their philosophical roots and others which reflect more commercial
interests.

ACor porate responsi bil iof yomhasvwe
serve our customers to how we manage our operations and our support

of community i ss

- ED CLARK, PRESIDENT AND CEO, TD BANK FINANCIAL GROUP, 2009 CORPORATE RESPONSIBILITY
SUMMARY REPORT, #@ABUILDI NG ON

CREDITUNION SUSTAINABILITY DRIVERS

The credit union representatives interviewed for this report identified various and
divergent reasons for their focus on sustainability and CSR. They include:

1 External stakeholdév'embers and community representatives often
approached the credit union to become engaged in strategic sustainability
initiatives, encouraging the credit union to be more proactive on
environmental and social justice causes. Sometimes the members ran for
the board of directors to drive changghtosernance. In one instance
stakehol ders, surveyed on their opi
sustainability, responded that they expected the credit union to manage its
sustainability performance.

1 Internal champiohs other instances the deweedrom within, whereby
staff members with strong social and environmental interests introduced
opportunities to the credit union.

1 Social license to operateme credit unions believe that in order to earn
the broad accept amdev eofbaictksd camndmuarci
that the community regards as socially responsible. They perceive that this
reciprocitythe community accepts its right to exist and the credit union
contributes value back to the conénisi@itiyey motivation for
sustainability.
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1 AltruismSome credit unions point to the ideal of helping those less
fortunate as a reason to engage in sustainability and corporate social
responsibility.

1 Return to roots and founding miSseatit unions were initially founded to
serve the underseld¢hose without basic access to savings accounts and
| oans. A de s i rieflueneesome ceeditwmons, vwthich our 1
aspire to renew their investments in underserved markets, including the
environment. Similarly, some credit unions peicsistainability
efforts as being aligned with the original mission of the credit union, which
guides their ongoing efforts.

1 Need for focus and differenti8tiome identify the driver of a sustainability
strategy as the need to focus the ¢

efforts on investments with the greatest return and the

b e greatest alignment wit_h its_business annhu'iymm _

: : objectives. Many credit unions lacked clarity on their

our communi ti1 es priorities and how they wished to differentiate

themselves in the market; a sustainability strategy

helped them to focus and differentiate from other

financial institutions. In one instarawediteinion
believed a strong sustainability program could help maintain their leadership
position in the community.

{ Linked community succBeme credit unions perceive a link between
their financial success and the economic health of the rdgibeyn whic
operate and see a need to invest in regional sustainability for mutual benefit.

1 The business cagenumber of credit unions identify the business case as
a driver of their sustainability efforts. While limited to date, it is expected that
increasingly over time credit unions will start to track and report on the
financial valwld of their investments in their environmental and social
sustainability initiatives.

AnWe wi |l | not

2 CREDIT UNION INTERVIEWEE

CREDIT UNION BUSINESS CASE FOR SUSTAINABILITY

Leaders considering sust#ityaibitiatives must think through the financial
returrorrinvestmerfROI) After all, improving communities is good, but credit
unions are businesses, not charities. Credit union boards and management often
confront questions about the economicafetiivaging money and resources

to sustainability initiatives when there are so many competing priorities.

CREDIT UNIONS ON THE BUSINESS CASE FOR SUSTAINABILITY

9 Growth in market share (new memb ewalets, increasekd membet | f f er e n |
loyalty).

1 Employee attraction and retention (enhanced employee productivity/engagement, talent recruitment, reduced turnover

renewed incentive for lotegen employees).

Cost savings (from-etficiency initiatives).

Strengthesd brand and brand recognition (builds brand awareness and brand value).

Stronger connection to the community; seen as responding to global conditions; builds community trult.

Innovation and opportunity creation (supports idea generation andtatiitessfioppaommunity and business

partners).

= =8 =4 =4
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AfWe see there is a very c¢close correl
sustainable development and so we take financial performance extremely
seriously, 0 says Rowan Dowland, gene
Limited n Au st r a finarzial pdiférmadoe esdally qoiaiens the

critics of sustainable development who regard it as a cost to the business. We
are confident that commitment amongst staff leads to engagement, which in turn
increases productivity. This ensuresfaashcy,hich leads to price
competitiveness and increased member
understand the business case benefits of their sustainability strategies, they are
sharing this information with others. Mecu, for example, defegsdtsbusin

this way:

1 Integrating sustainable development into policy reduces risk, improves staff
morale, and provides a strong and confidemtiaanstructive
relationship with members and stakeholders.

1 Taking into account economic, social, amremiaibaspects of
business operations improves efficiency and effectiveness, improving the
bottom line and creatingtiemg value.

1 Responsible business conduct is a good means of building and maintaining
brand reputation.

1 Internal transparency imprextesnal dialogue and internal
communication. It increases stakeholder confidence, helps overcome
regulatory and cultural barriers, and contributes to workplace diversity.

1 Growing demand for more responsible corporate behaviour creates new
business oppantties©

Vancity defines its sustainability business case as:

Operating efficiency.

Brand.

Share of market.

Recruitment and engagement.

Innovation through partnerships and collaboration.
Blended valtié

= =4 8 8 -8 -9

Globally, considerable effort is underdvayttee r mi ne sust ai nabi
recent A.T. Kearney analysis, for example, found that swstametility

companies achieved akawerage performance in the financial markets during
the recent r e cimdgsgiesexamined, toregatti6 of t he
recognized as sustainafiiiysed outperformed their industry peers over both

a threemonth and smmonth period, and were well protected from value erosion.
Over three months, the performance differential across\femi&3 in this

analysis wked out to 10 per cent; over six

il t wi || “Li ¢« © =l s months, the differential was 15 peiTbent

: o o performance differential translates to an average
unions - it will b“ng innewmar k e $650 miilion in market capitalization per

R RN e == COmpédny. 0
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Al | earned i y ou f o c gesonwaloes,r
you <creat

Al | earned people join credit
unions are responsible businesses; members have an expectation that

thisisthe way werunourbusi ne

il | earned this

0 CREDIT UNION INTERVIEWEES

Featured in the study, a global consumer packaged goods company believes

fi i t gernml socoegs depends on creating value for shareholders and for society.
The company views sustainability as nphjlesttaropic endeavour but as a

fundamental part of its business strategy, driving sustainability practices from the top
down. .. Despite increasing production volume by 76 per cent since 1998, the
company has reduced its greenhouse gas emissipasdgni,Genergy use by 3

per cent, and water use by 28 per cent over this period. Improved energy efficiency
saved the company approximately $30 million in 2007, while optimized packaging
vol ume saved more than 3500 million ov

The theme of saving money is consistent across the sustainability business case
literature. Environmental footprint reduction efforts can reduce operating costs by
way of savingsfuel, energy, water, materials, and waste management. A
resutor i ented focus on a firmdéds soci al
generate improvements in its operational efficiency and productivity. Essentially,
sustainability management resufigroved overall management and more

informed decision making. Often, sustainability management considerations foste
enhancements in organizational management, leading many to believe that a
prime benefit of a sustainability overlay is quality mafiadeetrit.is

expected that in the future, the term sustainability will become absorbed in quality
management ideals.)

Business growth is another common benefit. Mangistudiepjportunities to
access new markets and gain market share, with consumers increasingly
interested in and monitoring the social and environmental performance of firms,
products, and brands.

THE ROI OF SUSTAINABILITY: THERERATIVE BANK

The Cepperative Bank in England was one of the first financial insttusi@mssostainability, and it is still am

most prominent. Indeed, its market dif f eapeative Ba
investment in and focus on sustainability has not just been a cost lugiadssont@a 2005 study, 26 per cen
customers cited the banko6s e tdthe mestfrequentdymiteckreasos. reason

In addition, the@p er at i ve Bankods fiet hical 0 c dlelytohaeermsltipierie mor e
products with the bank and more I|likely to recommend t
were attributable to customers who cited ethics as important. Half of those profits (17 per cent of the total) were
attributable to customers who called ethics the most important factor. These numbers sugpgeatitteat the Co

Bank, which grew assets 29 per cent per cent from £11.9 billion at the end of 2005 to £15.4 billion in Juhe 2009 (before
its merger with Bnihia Building Society), is growing by actively promoting itself to those who take an intefest in social
and environmental issues and express that interest in their choice of financial institutions.
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National Canadian statistics point to growing conseshar sutstainability

concerns. As described in Canadiandd®ewelbping TBeisiness Case for

Credit Union Social Respongibility, a national survey of 1,013 adult Canadians
conducted in 2007 by the Envihirdeni cs
of consumers are likely to switch their spending to companies that have
demonstrated a ¢ ommi6Tpercentsaidtioey ayalieely n p
to switch tkankgemphasis added), stores and other retail or service outlets that
have demonstrated their commitment to the environment. In addition, 75 per cent
Canadians surveyed said they are likely to chamge #iipping habits to

purchase more environmentally friendly goods and services, even if it means payi
a premium pri&eThe study concluded that we are witnessing a fundamental shift
in consumer behaviour that reflects the increased mainsé@darnimgerital
consciousness.

In terms of sustainakolitgnted products and services, according to UNEP
Finance Initiativebs 2007 study of t
can include:

Improved market share.

Increased profits.

Customer acquisition and loyalty.

Higher employee satisfaction and retention.

Reputational benefits (improved brand image).

Positive media attention.

Environmental awareness and benefits.

Improved license to operate.

Strengthened relationshippartderships with external stakehdlders.

= =4 =4 -8 -8 -8 -4 -9 9

WHAT IS THE BUSINESS CASE FOR SUSTAINABLE
DEVELOPMENT?

Pursuing sustainable development makes firms more competitive, more resilient,
and more nimble in a¢asinging world and more likely to win and retain
customers. It can also help them find and keep some of the best brains on the
market. In addition, it can make them more attractive to investors and insurers,
while reducing their exposure to regulatory and other liabilities.

(SourceWorld Business Caliioc Sustainable Development
www.whcsd.org/templates/Template WByBWtldsp?type=p&MenuldyFMjk0

Assiniboine Credit Unionds research
socialrespenbi | ity i n its spbewelbping Thednéss Cana
Casefor Credit Union Social Respongilnidiey
N summari zes the credit wunio
AR O ORI S U EEE s OReEEA nterest in CSR: 96 per cent of Manitobans felt that a
(ElEtlelpisipliorplot [FS el lpis=(oilelgl | commitment to conduct business ethically is important
CSR and sustainability can be an for their financial institution; contribution to community
was deemed importard bimilar 86 per cent; 87 per
cent felt a commitment to fair hiring / employment
practices was important; and 88 per cent believed that a

effective way to

0 CREDIT UNION INTERVIEWEE
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commitment to sound environmental practices was important.

Talent recruitment and retention is another consistent business case concern.
Typically, studies of business and other graduating students reveal a priority
interest to work for socially responsible firms. For example, in 2007 the Aspen
Institute surveysiidents from hEsiness schools on their attitudes toward

the relationship between business and society.

They found that AMBA students are ex
offers the potential of making a contribution to sociesk pewesny of

respondents say this is an important factor in their job selection compared with
15 per cent?MBA students ware askad whad they bebeve are

the primary responsibilities of a compattyir@believed these to include

feate value for the | é&cal communi ty
oyees t el | Uus : Many studies and

. q : : much anecdotal
ation an ties experience are

revealing a link

among sustainability

oriented workplace

cultures, employee satisfaction, and employee productivity. For example, a
GlobeScan 200fidy found that 83 per cent of employees in G7 countries say

a companyé6s positive CSR repéutation
Firms with strong sustainability brands find they are better able to attract the best
and the brightest and experimuuced employee turnover. Indeed, employee
recruitment and retention benefits are typically a chief rationale for small
business investments in sustainability.

0 CREDIT UNION INTERVIEWEE

Reputation and brand management are other common business benefits. Credit
unions, banks,daather firms have realized competitive advantages from their
sustainability efforts. Those that position themselves as part of the solution often
generate favourable publicity, goodwill, and greater public trust.

Some are predicting that the innowatefithfrom a sustainability lens applied

to business will drive financial performance in the future. By integrating
sustainability into its operations and strategy, a firm can improve its relationships
with its stakeholders and position itself

to attraatew business opportunities

W e A R e l[fely el from a fAipreferred par
members, employees and community groups. [ttt shead
: o of sustainability issues and concerns
LIS Ao RVERC NGV EIET WA SIElIDIoM - ., cnhance a firmébs
attract and keep members anc attract anc™ B T R Il X LRI R ORI

retainstaffi f rom t heir per shSESEuiEs

O CREDIT UNION INTERVIEWEE
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Firms at several points in the supply chain are increasingly subjected to
purchasing requirements related to managing their social and environmental
performancéValmart for example, has launched a Sustainability Supplier
Assessment among its 10&00gliers in which suppliers are asked to indicate
their approach to managing carbon, materials, and community relations, among
other factors. Credit unions and other financial institutions are likely to become
increasingly subject to similar requirenesrtime.

Finally, a business consideration no
mover o advantage. What business want
especially on key consumer concerns such as environmental and social quality
of life, athe world increasingly confronts diminishing resources and a growing
domestic and international gap between the rich and poor& whdtworse

business wants to be left behind as other sectors and firms experiment with
finding the economic, environnamapcial blended value proposition for its
business and key stakeholders? Those firms that embrace the innovation
opportunity and imperative found in a sustainability strategy are bound to reap
these and other benefits in the years ahead.

Credit unioribat carefully invest in initiatives that
AThose who generate business value by enhancing their current market

sustai nabi |l ity wil

position, aligning with their strategic business priorities,

and helping them to reduce costs and increase their

3 CREDIT UNION INTERVIEWEE revenues will become and remain leabens in

marketplace. The development and implementation of a
sustainability or CSR strategy can be the route to

unearthing the sweet spot of member, community, and business interest, which
can provide lasting differentiation.

The next chapter lays outoddmapfor credit unions interested in improving
their social and environmental performance and leveraging the business,
member, and community benefits that await.
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CHAPTER 3
SUSTAINABILITY STRATEGY

Credit unions that wish to strategically mal
their social and environmental performanc
should develop a specific sustainability str
for improved results and greater benefit to
members, employees, and communities. /
the steps ammportant, but credit unions mu
adapt the processes to their own unique
circumstances.



guide book tormula to direct their sustainability strategy efforts. They
followed credit union principles and good business sense in conceiving
their sustainability plans. Nonetheless, experience from these leaders
and other business sectors reveals therebase &aps to building and
executing a sustainability or CSR strategy, as laid o8.in Figure

Most of the pioneering credit unions profiled in this study did not have a

This chapter will review each of these steps in order to demystify the basic
process for sustainability strategy development. Most readers will recognize
these &eps, as they gaally reflect a very typical researchaidpinent
(R&Dand business planning cycle. However, a few key concepts unique to
sustainability thinking will be explained along the way.

One caveat to understand at the outset is that $teyse peovide a general
orientation as to how a sustainability strategy can be developed and
implemented. In practice, things can unfold differently depending on the
particular circumstances ofréait einianincluding availability of resodirces

and efforts previously expended in sustainability strategy development. Credit
union managers should adapt these steps to their own needs and interests,
treating the steps as a menu of factors to takeuntooactheir sustainability
journey.

AWe | earned there was value in Dby
moved from random acts of greenness (the environment) and kindness

(community involvement)

O CREDIT UNION INTERVIEWEE
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Figure 3: Sustainability Strategy Road Map

A process for the design, implementation, and renewal of sustainability/corporate social
responsibility strategy needs to be tailored to the organization and its context.

Research
9 Research best practices
trends
9 Understand stakeholder priorities

e.g., members, employees, community

9 Understand key impats&s, and
opportunity areas

Prepare Commit
9 Define sustainability 9 Develop board
1 Agree on business case approved sustainability
and rationale commitment/policy
1 Recruit steering committee 1 Incorporate sustainability intd
i Assess baseline mission, vision, values
9 Communicate commitment

Improve

I Assess strengths 10
and weaknesses

1 Identify opportunities
for improvement

9 Use cost savings to fu
strategic investments

9 Celebrate successes

9 Conduct gap and opportunity analy

Prioritize
9 Develop lorgrm sustainability visio
9 Determine spheréndfuence
9 Determine leadership
orientation
9 Identify blended value
9 Determine priorities

Continuous

Report Improvement

9 Determine report 9
scopeXtarget Target
audience 9 Developnediunterm goals, objective
9 Communicate progresj and targets
on @rformance 9 Develop key performance indicato
9 Develop shegrm action plan
9 Incorporate quick wins@aosls
e} departmental initiatives

Monitor

1 Regularly review
performance

9 Implement course
corrections as necessd{fl Implement GOVE(T

1 Communicate to staff and other f Develop board
stakeholdsr sustainability mandate

1 Assign responsibilities and resourcesfill 1 Implement
 Renew steering committee mandate
1 Integrate into performance systems
training
1 Integrate into decision making
@St[’andberg 1 Establish measurement system

€ 0N S ULTI NG
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STEP 1: PREPARE

Before jumping into goal and target setting, it is important to pave the way for
strategy development. Success is predicated on the degree to which there is a

common definition for sustainability or CSBudtnilability often
interpreted to imptgen or environmental concerns, it fundamentally

incorporates social along with environmental considerations, as a few of the
definitions profiled in this report reveal. Conversely, mang $Badttiate

social concerns, such as community donationsnanity relations.

However, tibo, takes environmental and other social factors into account. Take

some time to define vgloigtainabilitpje ans t o your ¢

redit u

spend too |l ong on this task mad dono

working definition, gain agreement, and move on.

Another important framing task is to secure consensus on the busi

ness case or

rationale for sustainability at your credit union. The previous chapter reviewed
some common business case considenati@asild be your starting point for
this exercise. Some organizations have found that clarity on the business case

can be an important determinant of success.

Credit unions and other businesses often form a steering committee of staff, with
responsiliyi for developing the sustainability or CSR strategy. Innovators
sometimes like to add board members to the committee, or even members or

community representatives. Whatever your approach, the steering

committee

should at least be broadly representtivearious functions within the credit
union, including marketing, human resources, finance, branch operations,

product development, etc. Membership might also include specific
who are key to the success of the effort, and represergatimr from
management.

individuals

SUSTAINABLE DEVELOPMENT AND SOCIAL RESPONSIBILITY DEFINITIO

171 SO 26000 defines soci al responsibility

s At he

decisions and activities (NB: including products, servimesses) pn society and the environment,
through transparent and ethical behaviour that contributes to sustainable development, including health

and the welfare of society, takes into account the expectations of stakeholders, is in compli

applicale law and consistent with international norms of behaviour, and is integrated throug
organi zation and practices in its relat.i
of i nfluence). 0

ance with
hout the
dnships

TASust ai nabl ecudeansadoptipgsestemnaticaand bataced business strategies that

satisfy the economic, social, and environmental performance expectations of stakeholders
protecting, sustaining, and enhancing the financial, human, and natural riidoe nesdbdttos
devel op me oduwmecubimiteche future. 0

TACSR is defined as an organizationds com
environmentally sustainable manner, while recognizing the interests of its stakeholders, inc
members, employees, business partners, local communitiest tlrererme n t adad s

Alterna SavingadCredit Union

TAiwWe define sustainable devel opment as fo
compromising the ability of future generations to meet &éniieddBusinessuail for
Sustainable Development

foday while

mi t ment
luding
oci ety

ms of
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fnThe heart of our core busi ne:
Nort hwest BC communities and 1

O NORTHERN SAVINGS CREDIT UNION CORE BUSINESS STATEMENT

An initial task of the steering committee could be to conduct an assessment, or
baseline, of the credit unionbs curr
reveals a number of activitegsare currently under way but also a number of
obvious gaps that can be identified for the strategy development phase. For the
baseline you will want to pull together the following:

Sustainability mission, vision, values, commitments.
Charitabldonations/sponsorship policy.

Employee volunteering or other community involvement policies and
initiatives/projects/partnerships.

Healthy workplace policies or initiatives.

Employee code of conduct.

Sustainable purchasing policy.

Environmental policyditives.

Sustainabilitriented products and services.

Sustainability communications efforts.

Programs to engage members or the general public on sustainability issues.

=a =4 =
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Refer to the sustainability management frampeage fon further ideas on

what to include in your baseline. Once this information is pulled together, the
steering committee can begin to see where strengths and weaknesses lie. This
scan of current practices also provides the opportunity for thet@redit union
celebrate its efforts and recognize those who have made important contributions
to date. Some organizations prefer to conduct their baseline assessment after
they have made their initial commitments. Your choice of timing will depend on
yourorganizatidd s uni que needs and circumst a

STEP 2: COMMIT

It is critical ftre board and senior management to signal their commitment to
sustainability at the outset. Board and management commitment are
fundamental requirements for any sustainability initiative to succeed and endure.
This commitment needs to be approveddayrdhef directors and

communicated internally and publicly, setting the tone at the top.

Sometimes this commitment statement takes the form of a

209 - L= |2 Gl sustainability policy, a tool and reference point to help the
. organization set priorities and maked#gydecisions. A
commltmer_ltfro_mthetop policy can make the credit uni c
are critical explicit and@ride an umbrella or framework to house its

sustainability efforts.

0 CREDIT UNION INTERVIEWEE
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Typical sustainability policies incorporate social, economic, and environmental
aspects; take a holistic approach; speak to a vision for a more sustainable future;
have a loRgrmperspective; position the organization as a catalyst for change;
point to what the organization is striving to achieve; and reference stakeholders
and the concept of interdependence. The policy needs to be lasting so the
organization can have the corditeheild strategies and targets to deliver on

its aspirations.

Policies and commitments typically address:

Our definition or vision of sustainability.

We believe .

Our role...

Our stakeholders/partners .

Our unique contributicsuiainability challenges .
We want to make a difference by .

We are committed to .

We want to be known for .

Whywe do it...

=A =4 =499 _-9_-9_-9-19

VANCI TY6S SUSTAI NABI LI'TY COMMI TMENTS

In 2000Vancity developed a Statement of Values and Commitments to guidedbeisibusiness
and strategies. They adopted six commitments reflecting their financial, member service, democratic,
workplace, community, and accountability priorities, including, for example:

nWe wi |l l ead by exampl eeffechpdsitive shang®itiagur r esdbur ces
communities. This means we will:

Leverage our unique skills and expertise as a financial institution to create solutions to social,
environmental, and economic issues.

Model and advocate socially and environmentallyledsyginess practices.

Seek business partners that practice progressive employee relations, contrlieitegto the well
of their communities, and respect the environment.

1
1
1
1 Invest our dollars responsibly in the communities in which we &% and work.

AOQur purpose as a socially re-s
operative is to provide accessible financial services for the well-being of
our members, employees, and community; offer fair and meaningful

employment in a safe and respectful workplace; and build partnerships
thatfosterself-r el i ant , sustainr

0 MISSION OF ASSINIBOINE CREDIT UNION
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An exercise that organizations often undertake at this time is to revisit their
corporate mission, vision, dnds/& ensure that sustainability (or CSR) is
referenced or taken into account in these foundational statements. If updating
these documents represents a significant undertaking, this task can be deferred
to the priorigetting phase (Step 4), wherrglaaiaation sets priorities and

goals for its sustainability strategy.

Note that the development of @adongustainability vision (as distinct from a
corporate vision) is recommended in Step 4. This is because it follows on the
heels of the reseaptfase, which can often inform the credit union about a

larger, more substantive or significant sustainability vision that it can undertake.
Of course, if setting the sustainability vision at this stage suits your organization,
this can be useful to frameadsearch and priorities that follow next.

STEP 3: RESEARCH

The researa@nd developmeR&(D), phase is a key step in the development of

your strategy. This is where the credit union expands its horizons to consider the
broader sustainability figldwénd outside the financial services sector. Here

the credit union will typically investigate best practices and trends in sustainable
finance and corporate sustainability more generally. (See the Resources section
for references to help with this.phase

This guide profiles a number of best practices in the financial sector, which is a
good startingimt for your research. The Canadian €ledjrain trends and

best practices in the financial sector is another key resource (see the Resources
sectiop The UNEP Finance Initiative and the World Business Council for
Sustainable Development are valuable global resources. Typically, sustainability
market leaders issue sustainability reports that profile their efforts to advance
sustainability; these repprrovide insight into many of their sustainability
successes and failures, which can be useful guidance to early stage and
advanced sustainability organizations. Consider, for example, reviewing the
sustainability reports and Public Accountabiligntafetme major

Canadian banks for initiatives and ideas that might bé wepdieahich

might also one day compete for the hearts andundinvasllets!of your

members.

FINDING THE RIGHT SUSTAINABILITY TARGETS

When developingits @SRi or i ti es, Assiniboine Credit Union c¢
including one on key CSR trends and best practices and implications for a financial institutionfin which CSR
thought leaders were consulted for their views and opinicthpapesepresented the views of
community and business leaders, who were asked to prepare short briefings on the key concerns in the
community and the leadership role the credit union could play in their resolution. As a result, poverty, climate
change, ahskills shortages were identified as key issues. A third paper summarized the viewsjof co
operative and credit union leaders, who were asked what leadership role Assiniboine could play in
promoting and demonstrating ibyecative difference.
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Mecu has combined the job of risk management and
coordination of its sustainability strategy into a
position called nARi skd

Sustainability, o wh
sustainability risks are identified and included in its
sustainability management framework.

Some organizations conduct their baseline assessment at this stage, rather than
earlier in the preparation stage. There is no one right way. Do whatever works for

you.

You will also want to look atop@armmarket. Who are the known local
sustainability leaders in business? How have they earned their rep
works for them? What are your competitors doing on yo@r home tu

utation? What
rf

INCLUDING STAKEHOLDERS IN THE SUSTAINABILITY PLAN

Mecu has definigsl stakeholders as members, employees, key representatives of its strategic

communities, suppliers and contractors, regulators and political leaders, and credit union industry

representatives. It aims to align its values with those of its stakehsiderthantheir expectations
of the credit union form a key part of its organizational strategy, culture, operations, and proc
a Stakeholder Engagement Policy, which provides a framework for the management of its st
engagement pess. Specifically, the policy aims to:

fProvide a basis for the identification &
Allocate roles and responsibilities for the prudent management and control of stakeholder
Provide regulaporting to the board, relevant committees, senior management, and stakeh
Articulate forms of stakeholder engagement and principles that will be adhered to.
Specify how information from stakeholder engagement will be used and the tgghaidfisiform
expected to be generated.

f Reporting on stakehol der engagement act.i

occurs quarterly.

=A =8 =4 =4

ucts. Mecu ha
akeholder

nd sel
issues.
olders.

atio

ons to
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Here, too, many credit unions reach out to their stakeholders to identify their key
sustainability priorities and to canvass opportunities for strategic community
partnerships. Typical credit union stakeholddesmembers, employees,

and the general community, though a comprehensive stakeholder mapping
exercise might also list suppliers, governments, regulators, media, business
partners, the credit union aogpemtive systems, and others. Some
approachenclude focus groups; surveys; task forces; interviews with thought
leaders, experts, advocates, and opinion leaders; and commissioning of issue
papers. It is best to be informed of best practice in sustainable finance and
corporate sustainability geyp@radr to engaging stakeholders, as this will help

to frame the discussions regarding opportunities.

As part of the research phase, you will want to
A sl sl e = 0 cl | understand your key impacts, risks, and

social, environmental, and ethical risks

opportunity areas. Your stakeholder

- consultation can inform fonking here, as
Lo Rojelalela VIl Tl S L e eI oo keeping abreast of the sustainability
literature, which tracks sustainability risks,
opportunities, issues, challenges, and trends
on a sectapecific and general basis.

0 CREDIT UNION INTERVIEWEE

SUSTAINABILITY PLANNING ADVICE

1T AStart y acanductingaraseliregresealrlyto understand all the factors, includingsocial,

cul tural, and environmental , within and foutsi d
fAConsult with thought | eaders, advocates, and
groups, antbnduct community consultations. Put together a task force and undertake bestipractice
research and peer research. o

fALever age ohavean ya tevemge shk skillslarsd resources you have to make

di fference? A f i m®ncludes actessitocsedit)lending critenmagssrvingthe q u e r
underserved, offering socially responsible inv:
fAFocus on a few key impact areas where ylou can
down into manageatbmponents. Take a strategic approach, because otherwise you can gft drawn
intohighhr of il e i ssues or one personds passi n. o
fACreate a committee that is directed by |[the pe

in how it happens. o
1 A B rin ontgjde expertise to provide an imparpahthird y per specti ve. 0

Source: Credit union interviews
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Benchmark your efforts: Where is the organization strong and where is it weak
relative to your peers, competitors, aprhbése research? What
environmental or social threats exis
success? What are the key positive or negative impacts of your credit union on
the environment and society? What credit union

assets are underleverhin solving sustainability

s gl el cl ol i challenges in your marketplace? Waispire

R = igelp e fRMa =l TRle FE Sl Policies and commitments have you made internally

. . or externally? How well does your current business
and the community, but helplng the plan respond to these emerging challenges and

earth piece opportunities? What aspegtsusfcurrent

business plan can be enhanced through strategic
sustainability investment s
performed the baseline assessment referenced in

Step 1, now is the time to conduct one, or to revisit the outcomes of the initial
exercise. What is yourrent performance in these areas?

0 CREDIT UNION INTERVIEWEE

SAMPLE ACTI VI TY: DEVEL OBUSNANABIOTYR/ISOREDIJT UNI C

Name of activity: Developing a Sustainability Vision

Objective: Work together to create a common vision for a sustainable organization
Time: One hour

What you need: Flip chart paper and markers

Task One: Individual Visioning ifii@Qutes)
Ask participants to close their eyes and imagine the sustainability role their credit union will bg playing in
the future. Advise participants not to get stuck in concerns over how to make this work. This i§ about

expanding possibilities.

Task Wo: Group Brainstorming (25 minutes)

Now ask participants to share their ideas. This is a brainstorming stageagersasapnate all of
the responses on flip chart paper. Be as specific as possible. Themes will emerge as similar ideas are
voicedy several participants. Cluster these themes to prepare yourselves for the next task.

Task Three: Deciding on a Common Vision (25 minutes)
Using all the ideas generated by your participants, work together to create a vision that will inspire and
exciteCreate a storyboard, image, or short paragraph that captures your common vision. Gu:{d against
word smithing at this sddgave final wording to your communications specialists, who can focus on
editing the vision into its simplest expression.

Adapteddrm t he Davi d Suzuki Foundati on, ADavid Suzuki at Wor k, ¢
questions can be downloaded at www.davidsuzuki.org/NatureChallenge/at_Work/sign_up.aspx.
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Some roll these effogignto a (1) benchmarking study and (2) gap and

opportunity analysis. Once you understand your present situation, you are in a
position to identify initiatives to help you close the gaps and leverage the
sustainability opportunities that will benefitiypt@rs, employees,

community, and, of course, your business. This assessment will help you to
make informed decisions on your priorities going forward and determine where to
invest within the framework of your sustainability strategy.

STEP 4: PRIORIEIZ

After you benchmark your current practices and assess your key gap and
opportunity areas, you are well placed to engage your credit union in the
development of a loAgem sustainability vision of where you want to be in,

say, telyears or more. Hex¢he opportunity to envision the sustainability

future for your credit union and its role in advancing sustainability internally and
among its stakeholders. You will be informed by your key gaps and opportunities,
risks, and impacts, and with this dgewieu can chart the course for

conceiving and then moving toward yo&in@siaur sustainability strategy.

See the sample activitpagedl for one approach to the development of a
longterm sustainability vision.

Your boardpprovedustainability vision determines the overarching direction in
which you want to go. Now comes the task of determining how to get there. A
key input at this stage, in addition to your vision, is your gap and opportunity
analysis. You may wish to deepeinsigbts into the possibilities for your
strategic direction through consideration of:

Your sphere of influence.

Your leadership orientation.

Blended value opportunities.

Your current business plan and core competencies.

=A =4 -4 =

Some time spent in considedtibese factors will help you identify which of
the many possibilities are worth the investment.

PRIORITIZE INITIATIVES

1

1

Source: Credit union interviews

r espexiali
rcome

0 oI

is the key. Donodét try to do everything.
doing. o

& 8 Relp you prioritize and focus. This can bring a fresh perspective ahd help to
organizational politics. 0
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As with any organi zati on,relaionghiggs. t uni
Upstream are suppliers, regulators, governments, and the credit union system.
Downstream are the receiving environment, members, the business community,
social and environmental organizations, the public at large, and future
generations thati | | be i mpacted by the credit
course, internal relationships consist of your board and employees.
Organizations have the ability to affect the behaviour of parties with whom it
comes into contact. Such parties are consider® f a | | Awithin a
spher e ©See htd:/Acanostnaradieerg.gem/wp
content/uploads/files/Sustain&phrestinfluence2.pdf for a map to help

you degrmine your spheres of infiulenc

I n the cont e x tcial oebporsibilityahre graergingstandardis 6 s
that an organizationod6s dAability to i
responsibility to exercise that infl
influence wil/l i ncityeanBuenédmithish t he or g
instance, a credit union would have the responsibility to be alert to the impacts
created by the decisions and activities of those entities in its sphere of influence.
This concept creates opportunities and risks foruh@oredit the risk

management side, it brings to mind questions such as the nature of its lending
practices and whether they might generate any negative environmental or social
impacts; on the opportunity management side, it brings up opportunities to
engae suppliers, employees, members, and others in the community on
sustainability projects and initiatives. Some organizations take the concept of
sphere of influence even further, stating a desire to be a catalyst for a
sustainable society. Other organizagek to make their products and

services serve as tools for social change, environmental enhancement, and
economic resilience. As you consider
some opportunities and risks are likely to present themselsagnéficards

t o your o r-gremsustzirmbility gisiod, £ord competencies, and
current business strategy.

CREDIT UNIONS AND ADVOCACY

Best practice in sustainability includes playing an advocacy role to advance publipaliareness and
policy on key sustainability issues. Vancity has a notable track record in advocacy engagement, which
includes:

=

Poverty alleviation: Funding organizations to research and campaign on income subsidies.

1 Social economy: Participating in fgolezahment task forces and roundtables on the social
economy and funding organizations to advance public policy on the social economy.

1 Climate change: Participating in@aeuntdtial advocacy group supporting climate action in the

province.
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These questions prompt consideration
orientation. Leadership was defined earlier as comprising integrated and
missiomd r i ven practices, possibly includ
incorporating sustainability intagispdervices, investments, and purchasing;
engaging stakeholders in sustainability efforts; and participating in public policy
advocacy on sustainability matters. At this point you may wish to review the draft
of your longrm sustainability visionC®ie continuum (Figioa pagé),

and the five leadership attributes to see which of these practices resonate for
your credit union.

Finally, the determination of your blended value opportunities can help to laser
focus your cr Eigureltshows)thekeydest ofggduf or t s . A
sustainability priorities should be whether they generate social/environmental
valueandbusiness benefits for the credit union. This is where the definitional
principle of balanced and integrated social, environmental,

and economic considerations in business operations,
Figure 4. Combining Social strategy, governance, and management comes into play.
Benefits with Business Advantages
One way to do this is to leverage your sustainability
strategy off your current business plan. For example, what

Blended value are your top business objectives? Launch a new brand,
build member loyalty, enhance staff engagement, update
CSR the product array, increase np@ketratiomnd build
Target new branch? Your sustainability strategy can contribute to
Social the achievement of these business objectives, helping you

benefit

to generate business value while fostering social and
environmental improvement.

Your strategy should also be built around your core
Business advantage competenciésvhat your credit union knows, does, or is
expert in. As a credit union, for example, you have
ReferenceinfiBui | di ng Strategic Advan tbz&l I(DE$% Flé'usg ngrg%q SaKI”S’ Community development
Impact Ma n a g e mRresentation, Social Impact Management | SKils, and democratic skills, all of which can be applied to
Institute, May 1, 2007 your sustainability strategy. You are not a health care

organization, a sporting goods company, or a social

service, so making health care, recreational projects, or
social services your focus woaNé you out of your core competencies.

Further, financial institutions are best able to make a difference in areas where
they have competencies that can be part of the solution.

Whatcom Educational Cesddn sought to build its market presence
immigrant and other unbanked communities in the region as a key busil
They hired a marketing representative with a social responsibility mai

community partnerships with commuamiyairgns, generating both busines
social benefits for the credit union and its members. Further, the c
leveraging its core competencies in training froptiofé siaff to provide finar
education to lamcome members whatlaggtargets of predatory lenc
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Poverty, financial literacy and access, social inclusion and diversity,
uremployment, affordable housing, social enterprise, small business and co

operative financing, green property development, green business

loans, and

green auto financing are likely areas of credit union activity. Sticking to what you
know when developingr woistainability strategy will help provide the discipline
and focus you need to sort through competing priorities. Credit unions should
seek causes and social and environmental strategies for which they own part of

the solution.

Stakeholder engagement may also be helpful at this stagensCeadit unio
share their analysis with key stakeholders and seek input on key priorities for

implementation.

CREDIT UNIONS ANDANCIAL LITERACY: A KEY SOCIAL ISSUE

Over onthird of Canadians are either struggling, or unable, to keep up with thehgfiaatecds\ane

challenges keeping track of their finances, planning ahead, and staying informed abolit fakirgal m
the basics of financial céipabeeded to keep afloat financially. According to research by the Vanier
the Family, ACanadians at greatest risk of [

tters
stitute of
€] exper

of the income earnings ladder; insecurely &dtdohéabour market; and unattached and between the ages of

181640 .

The federal government perceived this to be such a substantial social issue, it commissioned a national Task Force

on Financial Literacy in 2009. For its purposes, the Task Forceedd f i nanci al [ it

eracy as

skills and confidence to make responsible financial decisions. Knowledge means understanding pérsonal and

broader financial matters; skills are the ability to apply that knowledge in evdeyuaeyrifeamcshdeling

selfassured enough to make important decisions, often a key factor in galvanizing people into action; and
responsible financial decisions mean that people will be able to use the knowledge, skills, and confidence they
have gainedtokm@a choi ces that are appropriate in thleir own
Canadian credit unions have been responding to this issue in great numbers. In 2010, Canadian Central

conducted a scan of financial literacy programs offered by credit unions, sumaofaiong Eforedit

unions and centrals to enhance the financial capacity of their members and communities. Most pregrams are

targeted at youth and high school students. Other target grougsknautie &milies, low income people,

new Canaains, womends shelters, general public and Abori
capability support to small businessesntacpoises, @ps and neprofits.

There are many ways credit unions provide financial literacy education, including websites; workshops, training,

and seminars; one on one support; tips and legal information; course curriculum; teaching aids anad
booklets and student guigessletters; inner city branchsshaol credit unions; and matched savings
programs. Credit unions are partnering with schools, community and social services, junior achievi
provincial governments, among others, to deliver the fiaeygiadditems.

Programs focus on the basics of money and account management, loans, deposits and card produ
planning; debt management; basic budgeting; home buying and home ownership; small business 1
business loans; earningn@ome; retirement; student loans; saving money; and protecting assets.

For details see: fiCcanadi an Credit Union Scan of Financ

guides; games;

ements, and

cts; financial
nanagement and

al Litera
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AYou need to understand what are
the credit union, and what aligns to core strategy and the mission,

vision, and values of the credit union. Once you have that down, the rest
of the decision

0 CREDIT UNION INTERVIEWEE

It is important to limit the number of sustainability priorities. Often credit unions
identify the following priorities in this round:

Model best practice in sustainable governance and management.
Reduce our environmental footprint.

Develp a sustainable purchasing policy.

Advocate for credit union system sustainability leadership.

Offer sustainability products.

Launch a sustainability brand and communications program.
Launch a strategic community investment program.

Become an employertafice.

E R

ADefine your purpose and stick
f to understand who Y
beyond a C

clear target

0 CREDIT UNION INTERVIEWEES

With your priorities in hand, the next step is to refine your goals and targets to
flesh out your priorities and create the sustainability strategy to guide your efforts
over the next three to five years, depending on your busindgsigtamning

STEP 5: TARGET

Thesustainability vision is thetkenmg road map for your organization. Your
priorities, expressed as your sustainability goals, will point the way toward the
achievement of your vision for the next few years, until you renew and update
your strategy, tygllg after the third year (though the process of renewal will
optimally commence during year three). The exercise at this point is to turn your
priorities into meditarm goals. Your goals should link to both your

sustainability (or CSR) vision andugtainability (or CSR) policy. They

should inspire action and communicate where the credit union seeks to focus its
efforts over the business period.

Initially your goals might be fairly general; after a few years of practice you will be
in a better pdsit to set more focused goals for improvement. Your goal might

be to reduce your environmental footprint, or it might be to reduce your carbon
footprint, something more specific. Once you set the goal, you will need to
identify your tactidsow you plandchieve your gaaknd the specific ene
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year deliverables (stemn action plan) that will be integrated into your credit
uni onds apbAmual business

Currently, Alterna Savings and Credit Union is base-lining its
environmental impacts in order to identify goals, targets, and key

performance indicators to reduce its environmental footprint. It is
partnering with a local university to develop some community economic
development (CED) measures to guide its CED strategy.

This requires another prsgityng process, in which the credit union turns its
attention to ofyear priorities. Choose initiatives that have impact and financial
payback, are stepping stones to other initiatives, have brand value; add value to
and help you achieyeur curréibusiness plan, and possibly create
opportunities for stakeholder partnegpgoadetting exercise addresses

two questions: Given our priority, where will the credit union be in three to five
years? anthow will we know we got there? This geestidn refers to the
credit unionds target or measure of
carbon footprint, you may wish to set the target of becoming carbon neutral,
referring to neutral (zero) total carbon release, often broughteatoing by bal

the amount of carbon released with an equivalent amount sequestered.

The third question thus beconoesdb we measure carbon neutrality? In

answering this question, the credit union will move into a discussion of its key

performance indicabaisat is, the identification of

measurement indicators that the credit union will
P R SRl S R0l paseline and monitor in order to determine its

buil d upon it =1 \\/ = performance relativédetrategic goal of, in this

case, reducing its carbon footprint and becoming

0 CREDIT UNION INTERVIEWEE carbon neutral. In this instance, the credit union

would likely identify greenhouse gas emissions as its

key performance indicator.

As with any business plan initiativeediteuaion will follow the process of

identifying lead business groups and staff with responsibility for implementing
components of its sustainability plan. It is important at this juncture to ensure the
oneyear plan includes some quick wins and sems. If)giick wins mobilize
enthusiasm and draw attention to the effort; big wins achieve cost savings,
demonstrating the sustainability business case and possibly freeing up resources
for further sustainability investments. Look for at leastvadepyopeqt that

everyone can get behind. Some organizations, once they have identified their
strategic priorities and goals, circulate the sustainability goals to departments with
a request that they-gahtity sustainability initiatives for incltrsgomniext

year business plan, thereby fostering engagenrerantupottoop

participation.
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Figure 5: AssiniboinedsiZBR Strategic Plan: 2009

CSR goal and key performan

o Credit union vision
indicators

CSR strategic directio CSR strategies

Expand services to the undersery

el s e ot ee it Making a difference in our communi
leaders

A Growth in community leadership

Demonstrating leadership i Model and facilitate climate chan| portfolio

community renewal,

environmental sustainability solutions A eRni?ngi;(t)lr?g in CO2 equivalent Financial ceperative of choici
the ceoperative principles SlelllinisplessEniiceeEEl A Increase in member CSR engage)
makinga difference A Increase in employee CSR

engagement
Integrate CSR and the-mperative

principles throughout ACU

Those credit unions that include the development of a strategic community
investment program among their priorities are typically focused on aligning their
community prograamsl charitable donations with their core competencies and
their business strategies. As such, their interests are generally in the areas of
community economic development and specialized loan products for
economically marginalized groups such as yogitants) minorities,

farmers, women, people with disabilities -ansireesses; affordable housing

and homeownership initiatives; and financial literacy and responsible lending
programs. Typically, at this stage of the process, the credit l@@sraunderta
review of its community donations to ensure they are leveraged for the greatest
value, often refocusing their grants to initiatives aligned with their sustainability
strategy. Many find it beneficial to develop strategic partnerships in order to
makeheir investments go further, secure expertise, enhance the profile of the
initiative, build community and member loyalty, and increase the overall impact of
the project.

In consideration of their sphere of influence, credit unions seeking to contribute
to community development through their core business processes may decide to
proactively train and hire peoplenagtbyment challenges to work in the

credit union, source goods and services from businessgs #raployment

for marginalized communities (social enterprises), or provide products and
services that improve community and global conditions.

ALeveraging partnerships is
organizations that would love the added resources and expertise of a
credit union. Our main area of expertise is finance, not green building or

poverty reduction. Basical/l

8 CREDIT UNION INTERVIEWEE
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As with other areas of the sustainability strategy, a community development,
involvement, or investment program should sgigrosed! goals, targets,

and mans of measuring success or impact. And it should leverage, and support,
your business plan.

VANCI TY6S SOCI AL PRODUCTS

Vancity Credit Union offers Shared Growth term deposits to its members so they can invest in

improve social and environmentakinglj their Shared World term deposit channels financing to microcredit

programs in the third woéngity Springboard Home Owrfemshrifgage helps ime@ome renters
homes. A por tinte@st savings acceunts ia doeated to acommdeity ¢ i t
service that helps people on low incomes move towiideself). Miclarhoproducts are available to

purchase

undetanked target groups. Vancity also offers socially responsible investment (SRI) products, which allow
members to invest in mutual funds or develop investment portfolios that are consistent with their ethical valu
SRI @inds take social, environmental, and governance factors into account in the investment pfocess.

A more recent area of interest that
sustainability strategy is the envir
environmental footprint, o typical go

emissions; reduce energy use; reduce office waste; reduce and conserve
water; reduce paper use (e.g., switch to electronic statements) and switch to
environmentally friendly paper (e.g. Forest Stewardship Council (FSC) certified
or 30 per cent per cent or 100 per ceahipeacycled content); develop or

retrofit green branches and facilities; implement sustainable purchasing policy;
engage employees and members on reducing their environmental impacts;
develop products and services that create environmental henefits for o
members; source renewable energy; find altesriakires green our
meetingsncludingur annual meetings; develop green giveaways; encourage
alternative transportation for staff and members; reduce business travel,
implement sustainable foodunes, including organic, local and fair trade

food, and switch to reusable or biodegradable dinnerware, and promote a
healthy workplace. Fortunately, many of these initiativea\ang .cost
Organizations sometimes create a special fund from dtesestsdl

finance investments in more costly initiatives, such as installing showers and bike
racks, offering transit passes to staff, or undertakingedffickéereey\building

retrofit.
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Mecuds Environment Poabingdasimpsactstngelaio
to paper, waste, energy, travel, water, and land. They have an Energy R¢
Action Plan, a Green Travel Action Plan, a Water Reduction Action Plan,

Waste Reduction Action Plan. It is developing an EnvironmemeahtMana
System (EMS) Guide to assist in meeting its environmental objectives. It
align its EMS with the ISO standard for environmental management syst¢
ISO14001, which is likely to be a worldwide credit @hion first.

The list afnvironmentatdos can be overwhelming. A basic program

would be to reduce energy use and greenhouse gas emissions, waste, and
paper consumption and incorporate green building features in branch
design, whether renovation cbuidv In developingimnmmental

priorities and targets, organizations often staribngaseir

environmental groups that offer environmental audit services.- With an eco
audit in hand, credit unions are in a better position to identify their
opportunity areas andéasare and monitor thegjang environmental
performance. (For guidance on environmental management, see the
Resources sectipn

At this stage of the strategy process, the board of directors will have been
engaged at the commitment phageidtigzation phase, and the target

phase. The timing and degree of board engagement will naturally vary by
credit union. However, it is often once the sustainability commitment, vision,
and plans have been adopted by the credit union board that directors
perceive a need to broaden their governance mandate to accommodate their
new priorities. Thus, it is useful to consider the ways and means by which
credit union boards can incorporate their new sustainability oversight role into
their governance respalitgels.
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GREEN FINANCIAL PRODUCTS

The following are some of the green financial products offered by financial institutions around
including the case study credit unions:

1

Green mortgages, which provide customers with lower infefrest pabehase a new erergy
efficient home or invest in retrofits,-effeigynt appliances, or green power.

the world,

Green home and home improvement loans, which offer reduced rates for homes achieving a certain

energy efficiency rating, for installation of environmentally friendly features or appliances i
eccaudits, or for eneggwing renovatidns.g.mecub6s goGreen Home L
Loan an d@rigm &dde@haome ser@ogation loan. Northern Savings Cr e 8matt Hoha
Energy Lo&mwffers rebates lome energy audit. Green$av@improvement Laaffiered by
Alterna Savjs and Credit Unwavideslewo st f i nancing for ener
businesses. Bergendteedit Uniasffers Eco Loans, a preferential rate to retail and business
members on eefficient products ranging BNERGY STARiIndow and appliances, to fuel
efficient cars and alternative energy sources such as windmills and solar panels.

Carbon offet products, which offset the emissions associated with the financial product; e.
year that a customer holds a mortigagapperative Bank in the UK pays to offset a fifth of a
UK homebs greenhouse gas emissions on th
biodiversity offsets (conservation land banking) on all new home construction loans.

Greertar loans, such as those offered by mecu and Vancity;mattkbelotsrest rates for fuel
efficient cars. Bergen@mditUnions gr een car | oan is inco
includes renovation loans.

n the home, for
oan and
i onso

gy ret

., for every
pical
e cust

porate

Green credit cardstthi@ linked to environmental adli@tgesthe Barclaycard Breathe credit ¢

d

funds projects that tackle climate change; therWadtitiSAtard allocates a percentage of profits
to environmental initiatives voted on by cardholderspprdtiv€®ank credit card supports ethical

consumerism, with purchases from specified ethical partners attracting preferential intere
Green car insurance, whose premiums proyv
goGreenMototnsurance), or where discounts are offered for hykefticieritiebrs.

Green home
coverage for environmentally friendly alternatives for replacing damaged property, flooring
appliances, and fixtures, and for green upgrades to windows, appliances, and insulation.
Ecoeadvice service to businesstsli offering resources angbeope advice on ways to reduce
energy consumption and initiate green business programs internally, how to cut carbon er;
to purchase green products and services, and how to access additional teidinieabordasan
Financingforebou si nesses, such as Vancitybés Cap
financing for environmental and social enterprises.

Low interest business loans to finar@mevations, fuel efficient cars, renevaglegemeration,
and ecgroducts and appliances.

Rebates for energy audits and gift certificates for purchase of energy efficient products or
Term deposits for members to invest in projects that improve environmental conditions.

Sociallyesponsible investments (SRI) for members interested in wealth management prod
products provide a means for members to invest in mutual funds that take social, environr
governance considerations into account in the investment process.

i n s u rParetome Insaranpeiduéavehich\peovides stpplérsental

rates.

ide i n

, adhesives,

nissions, where
t al P a

appliances.

icts. SRI
nental, and
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Socially Responsible Investment Funds

Credit unions through tBaitrals wn 50 per cent per cent of NEl Investmentse t o Canadads

leading sociatlgspnsible mutual fund fafatlycal Funds TheEthical Fundswvestment strategy
not onlpassesses ogpanies on a range of corporate responshditires before investialgo
encourages compartg@mprove sustainability business préuotargsh corporate engagement

Credit unions benefit in two ways through their partn&tbigpMAtindsFirst, they are able to offer

their membeexcellergocially responsible investment products. In addition, credit unions alsoearn

additioal revenue througgll nve st ment sé Partnership Distributd.i
Investments assets under management.

The other half of Nislestments owned by the Desjardins Group.

To find out more about CSR investment produetavhialale for your members thr&ligh N

Investments L.Bontact 1.888.809.3333 or visiNENmuestments.com.

Sustainable Insurance Products

Some credit union members also have access to sustaarat@epinsiucts through The
Cooperators, including a hybrid vehicle discount
Di scountE insurance s@omtacnBglsHadue, Presdent, Crédit Unom, gr e en

Distrilation, The CUMIS Graimited at 1.800.263.9Em For more information.

As credit union boards become increasingly committed to, and immersed in, the
development of the sustainability stitatigggally fosters questions regarding

the boarddés role. With the formali za
and targets, directors come to see a new role for themselves in governing this
aspect of the cr ediis$trendofisastaidabiltyper f or m
governance is emerging as an important development in the sustainability field.
Some boards are adopting a sustainability mandate because they believe it is

part of setting the tone at the top and a starting point fou$testeslitity

values throughout the organization; others are bringing it into the boardroom
because they see it as part of their fiduciary responsibility. Still others see it as

an important aspect of business strategy. Regardless of whether the

sustainaliiy strategy is businkskor valuded, more and more boards are

grappling with the question of their role and mandate in this area.
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A global study the author conducted for the Conference Board of Canada of

trends and best practice in CSR govgvosrtséo an important role for
board in providing
Some boards establish sustainability committees; others see susta
overall role of the board; others integrate a ststaileaithin pegisting

oversight# of

the
t he
inability as an

committees. There is no one right way; however, in the early phases of
developing and implementing a sustainability strategy, boards often find it useful

to assign this role to a committee to allow for giegattediacussiand

monitoring. Board members interested in integrating sustainability or CSR into

mandat e
in the

their
Gui del

governance
i neso found

may

be
Resources

nt e
S

Once the sustainability goals, tactics, and targets have been established,
including key performance indicators to measure your ongoing sustainability
performance, you are ready to begin the process of implementing your
sustainability strategig. ilihportant at this point to ensure that the strategy is
integrated into your annual and-engebusiness plans to help with ongoing
monitoring and review and to communicate its priority to the organization. As this
guide demonstrates, sustainaeiits to be treated and managed as a core

business strategy, as with product development, sales, marketing,
management

Alterna SavingedCr edi t Uni onds board of iewsaneupdars s
annually. The BoardiofDe ct or s 6 Member Rel ati ons Commi
uni onds CSR strategy and gcouhtabity report and revieves and

monitors stakeholder relations.

Me c Boérd obirectors has a Sustainable Development Committee that meets quarterly and
advice and recommendations to the board on matters relating to its resporssibilityifon gt
values and stakehol dersdé expectations are

Assiniboin€redit UniérBoard obirectors has a Community and Member Relations Committee,
has oversight of relations with the communégnbedsprincluding the community investment polic
stakeholder communications policy, and member engagement policy.

Northern SavinGs e d i t oakdlmbirectors ldas éBDonations and Community Reinvestment
Committee, which has overall resporwiltiigydevelopment and implementation of the sustainal
strategy, including policy making, evaluating the effectiveness of the initiative, developing sta
corporate responsibility for the credit union, and providing oversight of tbgraomations p

IT, and talent

adopt e
ttee h;
overse:t

provides
hat mec
refl e

which
Y,

ility
ndards of
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STEP 7: IMPLEMENT

The implementation process will be largely familiar to credit unions, as it follows
a similar pathaay implementation plan. However, there are some unique
elements that bear reviewing, critical as they are for successful achievement of
your goals and targets.

Assiniboine Credit Union built a common understanding and definition of
CSR among employees and the board. A CSR engagement index was

devel oped to measure member and
CSR performance, and a CSR awareness campaign was rolled out.

MECUGS SUSTAI NABI LI'TY STRUCTURE

The mecu Board of Directors 8astainable Development Committee, which provides overall
direction to management.

Figure 6: mecuds C!
Within the organization, a staff member fru
each division is nominated to be on the St N\
Sustainability Reference Group, called

. . . Board
Footprints. The group is chaired by staff ot ]
members and is responsible for helping to T
champion and implement appropriate f Board |

sustainability projects and initiatives acros$  Sustainability

i Committee CEOand all
the organization. L ) general
' managers
Footprints is supported by a Sustainability|  Footprints and coordinate
Advi Network. which i q ¢ Sustainability [ | the mecu
visory e_ ork, which is ma.e up o Advisory approach
representatives from eachcgereinter. \ : J
They ensure that the appropriate initiative
are implemented in the service center and Staff ||

provide an important channel of informatio
and ideas about how they can become more
sustainable.

This structure provides mecu with a comprehensivhatetngrkes sustainability is implemented
across all aspects of the business.

54



AYou need to make sure the sustai
broadly and widely communicated internally so it is understood by all
employees through to the front line. Popularize the language and make

it humor ous a

0 CREDIT UNION INTERVIEWEE

First is the communication phase. Once you have adopted your sustainability
strategy, it is important to communicate it to your internal and external
stakeholders, to demonstrate your accountability and transparency, to foster
engagement and dialogudyde fiow the organization is meeting its

commitments, to engage and motivate employees and others, and to strengthen
stakeholder trust.

Communication channels can include meetings, public events and forums, press
releases, newslett@ssters, intranets, voicemail, videos, web sites, podcasts,
editorials, supplier communications, petattedt communications, and

advertising.

At this stage, many organizations
Amecu ai ms t o _memm”yt develop a sustainability b_rand or

: : logo they use to communicate the
SRl B R RS G E gstainability theme. Sometimes
the development of a sustainability
brand, marketing, and
communications strategy itself

O MECU CORPORATE PHILOSOPHY STATEMENT

becomesadev er abl e in the organizationods
alone brand or incorporatakey i nto t he
message.

Of coursegsponsibilities and resources will be assigned to ensure effective
implementation. The steering committee established in the early phase is often
renewed at this poirtnandated from strategy development to strategy
delivery. Many credit unions appoint
senior executive to act as the sponsor of
' S . the credit unionds su:
Bethpage Credit Un|~ono S communil Successful implementation is usually

Sl ARt s SREEEE S e dependent on whether a point person
has been recruited to advance strategy
implementation.
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WHOG6S I N CHARGE OF SUSTAI NABI LI TY?

1 ALTERNASenior Vicadsident of Marketing, Communicatio@&rpachte Social Responsibility

1 ASSINIBOIN¥ice IResident, Corporate Social Responsibility

1 VANCITYSenioMcePresident, Social Finance and Director of Community Leadership

1 FIRST CALGARY FINANCManager, Corporate Citizenship

1 MECUAIl senior executives have sustainability incorporated into their job descriptions, performance
contracts, and remunerations. Currently the general manager of operations is responsible for
coordinating and provi di rbityaross fheoorganizdtions this cubds &
is rotated among all general managers (executive).

An important step at this point is to revisit your performance and compensation
systems. Credit unions will want to ensure they are sending the right signal to
maragement and staff that they seek social and environmental results as well as
economic and financial results. Your sustainability objectives need to be built into
the recognition and performance appraisal system, including your orientation and
trainingprogams . ( For gui dance on this sterfr
Management: An | ssue Brief and Roadm

Assiniboine Credit Union uses a balanced scorecard approach to
compensation, with CSR being one of five components. Weighting in
2009 included financial (45 per cent per cent), business excellence (15
per cent per cent), member (15 per cent per cent), employee (15 per
cent per cent), and CSR (10 per cent per cent). The scorecard accounts
for 50 per cent per cent weighting on individual performance plans for
executive management.

The targets and key performance indicators establisteprovbiea

useful framework far tlevelopment of a measurement system and

performance reporting to management, the board, and your stakeholders. For
each goal and key performance area you will need to determine your approach
to measuring your progress. Organizations that fagrahestabli

measurement system in advance find themselves in the awkward position of not
being able to communicate their results to key audiences. An early investment of
time to determine in advance the key impacts and results to be achieved, as well

as the masurement protocols andgidteering systems, will be time well
spent.

Northern Savings Credit Union has a comprehensive training
program, including support for board and staff to attend regional
and national CSR conferences, regular onsite board and staff

training and workshops, and funding for staff skills development for
key CSR deliverables.




The renewed steering committee often takes responsibility for putting these
systems into place. Indeed, most organizations find it useful to have an ongoing
implementation structhet can be responsible for fostering coordination,
information sharing, and integrated decision making.

Assiniboine Credit Union has an internal CSR Council to share
information, coordinate, and provide advice on the CSR strategy.
Northern Savings Credit Union has a Sustainability Leadership Council
to provide support for, and advice on, strategy implementation and to

support sustainability champions across the organization. Missoula
Federal Credit Union has an employee Green Team, with a mandate to
promote, educate, and engage staff and communities in environmentally
friendly strategies and to form or assess strategic proposals relating to
environmentally friendly practices.

I't is common practice forengagggani zat:.
employees in the environmental program. The green
- 2 team can conduct outreach, providing education about
A sl el RS SR e jssues and solutions.
exercise. We are introducing new
language, policies, and procedures ]E)ther (_)rr(;;_ani;a_tions recruit sus(;ati)nabilgy chamﬁions
: PR : rom within their operations and branch networks to
in the Orgam?atlon and taklng help with engylee, community, and member
slctelelSHellI R R EHReelnleliAelaEi  engagement on their sustainability priorities.
We are asking them to think of their

00) 81012 o101k 6] dal= i a)dls = 1delblalel At First Calgafinanciall8 employees from across

the organization responded to a call for volunteers to
them, Iocally and gIOba”y' We are participate on the Environmental Advocacy Team, a

S e s R el e SleY/elale . crossfunctional andpresentative committee. It met
traditi onal five times a year over 2008 and 2009 to develop and

implement initiatives to raise employee awareness and

engage staff on environmental projects such as:

Wastdree Lunch Week, the Commuter Challenge, Ride YourBikayto Wor

The Green Pages (a section in the member newsletter), the Annual Fish Creek

Park Cleanp and Idifsee Zones at various branch locations.

(Credit uniodsand othesrganizatiodghat have come this far in

implementing their sustainability strategy typically have idebgfied a num
fundamentasues in their business models that obliteedbesider

adopting core principles to guide decision making in the organization. Sometimes
this is addressed in the original sustainability

or CSR policy; other times this necessitates

c han ge a » the development of a unique policy or

commitment statement regaiditicg case

cres=RIE PSRN S SIS =S of credit unions, their approach to lending

and investment.

57



SUSTAINABILITYAOKING THE TALK

Terms of reference for an interdepartmental strategy and implementation committee include:

T
T
1

Strategy development: Develop sustainability strategy.

Performance monitoring: Monitor sustainability performance against the susiaichaditistgjoals
Trends and risk monitoring: Monitor sustainability trends and identify key sustainability issues,
developments, risks, and opportunities that will affect the financial sector generally and the credit union
specifically and should be considgredr strategic planning.
Sustainability reporting: Provide input into, review, and recommend approval of the annual sustainability

Role modeling: Set an example and act as advocates for the sustainability policy and strategy.

In insurance, the issues are sustainable claims management and sustainable
underwriting; in asset management, the issu® ®Riatagable investing,
etc.

Leadership creditions, thus, often develop overarching lending, investment,
and sourcing guidelines aligned with-tprative, environmental, and

ethical values as a means of integrating their sustainability ethic throughout the
organization and fostering aligritmenghout their operations. Inspired by the
Cooperative Bank, which developed its Ethical Stance in 1992, many adopt
boareapproved frameworks to embed their sustainability principles in their core
business operations.

The implementation phase rigtooatinues throughout the time frame of the
sustainability strategy, typically from one to three years. Meanwhile, another
three steps unfold along the sustainability path, which are as important as the
first seven in ensuring successful implemamndagigstanability progress.

STEP 8: MONITOR

As with any business plan, it is important to regularly monitor your progress. Are
you achieving your goals? Are you securing the results you anticipated?
Monitoring is a job for management and thedysane toerformance is

regularly tracked and reported. The measurement system you set up in the
implementation phase (3jeghould help you in this regard. However, there is

little mystery surrounding this phase; boards and management are very familiar
wih the tools of performance monitoring.
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CREDIT UNION ETHICAL INVESTMENT AND LENDING POLICIES

Vancity Credit Union has an Ethical Policy that details how it seeks to work with organizations
demonstrate a commitment to ethical business pnaoticeseatal leadership, respect and fair

that

treatment, and healthy and peaceful communities. They apply this policy to their loans, purchases, and

business partners.

Mecu has an Ethical Lending and lendingansit ment Pol i

investment issues relating to ethics and corporate responsibility and details how mecu will ens
standards are maintained.

Alterna Savingad Credit Uniapplies an ethical screen to its investments, partnerships, and suy
mael ed after the Canadian credit union sy
screening program (called Ethical Funds).

ure ethical

pliers,
st emobs

A few sustainability tapimts include the desirability of measuring attitudes

toward sustainability,degree to which sustainability is integrated thr

oughout

the organization, and the degree to which principles and policies are adhered to

in practice. Some yes0 questions that show up in employee engag
surveys, for example, include:

i1 1am aware ahd understand the sustainability strategy/policy an
components.

ement

d its core

9 I believe my organization is making progress toward the implementation of

the strategy/policy.
The strategy/policy makes me feel good to be working for the o

| feel comfortable raising sustainability issues in the workplace.

E

rganization.

| believéhe organization acts in alignment with the sustainability policy.

| believe my organization is a champion of sustainability to the community.
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Vancityracks the percentage of employees and members who agree that the credit union usegits resources
and expertise to benefit the community and the environment.

Mecu tracks the top ten attributes members associate with mecu, including whether it practicefg socially
responsible banking and is comifognisgd. Employee questionnaire items fillgiuchenediate
supervisor i s ent hus sustainallecdevaldpoidnicu makrcesd s ¢ @mmi t me
environmental and economic considerations aifeatidelystand why mecu is embracing sustainalifle
developmenfi support mecuds ¢ ommiofthimk& mecu ig takingsaatisetstefdsn a b | e
tobecome more sustainahtelii have a good understanding of sustainable dev@lopment.

Assiniboin€redit Unidnacks the percentage of members who say it is important for the credit ugon to
demonstrate a commitment to CSR, including sound eai\practicars, serving the underserved, f
hiring and employment practices, and offering socially responsible investment choices.

Altern&avings and Credit Uhiam asked members about tlezalbsatisfaction walefforts to
conduct its busin@ss socially and environmentally responsible way and whether they agree wih the

foll owing statement: Al trust Alterna to ake so

The organization can conduct similar reviews withtékeabtbleleds

members and community representatives, for example. Their views can be
helpful in identifying new opportunities and changing expectations. The results of
these reviews can be used to inform continual improvement in the sustainability
strategynd integration. Targets and objectives can be modified to reflect
changing conditions or higher aspirations for greater achievement. The degree to
which the credit union has established robust measurement systems to assess
its sustainability performanmgegcts, and opportunities will put it in a good

position to begin reporting to its stakeholders on its sustainability approach.

A staff group at Misséidderal CreditUnoma | | e d ft has a Gandaie to fadia ia mo
environment al benefits when preparing theiir budg
as describe the benefits to the environment. When possible, proposals should offer a comparison to tradition:
mehods for costs and envi ribanefieanatysislallowsrthe aredit tjondto T hi s
consider loAgrm economic paybacks on some of their upfront environmental investments.
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