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Mission

A

To transform the global economic system to prevent
dangerous climate change and value our natural resources

by putting relevant information at the heart of business,

investment and policy decisions.

A
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About CDP

N CDP is an international,
not-for-profit organization
providing the only global
system for companies and

cities to measure, disclose,
manage and share vital
environmental information.

CDP has 501(c)3 charitable status in the U.S. via its fiscal agent and sponsor liaison,

Rockefeller Philanthropy Advisors
www.cdp.net | @CDP
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Number of Signatories

CDP Signatories: Increasing Investor Interest
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1. The business case for building a sustainable
supply chain

What risks are businesses currently facing from the supply chain?

www.cdp.net | @CDP




Why Sustainable Supply Chains? Recognizing the risks...

N

Our analysis suggests that for
consumer goods makers, high-
tech players, and other
manufacturers, between 40%
and 60% of a company’s carbon
footprint resides upstream in its

N
“We must extend beyond
our own operations to
promote best practices
among our business
partners, in order to
deliver on our
commitment to protect
natural resources and
mitigate business risks.”
PepsiCo
N

supply chain—from raw
materials, transport, and
packaging to the energy
consumed in manufacturing
processes. U\

McKinsey Quarterly

www.cdp.net | @CDP Page 7 q}‘CDIP
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Supply Chain Risks: Increased costs from resource pressure

Forecasted growth in resource use 2010-2030° .
N Increased population and a

4 ) burgeoning middle class is
putting increased pressure
on natural resources

N We're currently using 1.5
planets worth of resources,

Metal Bi Fossil fuel e i
el g Biomass e this will grow to 2.3 in 2050

N With limited resources
P —— e action must be taken now

: : _ : to avert global shortage
The world is currently using ~1,5 Include soil degradation, water

planets worth of resources every 1 acidification, air pollution, waste Crises
year, going for 2,3 in 2050 0.8 generation and carbon emissions

1 OECD & SERI (2012) for Minerals, Metals, Biomass; Exxon (2013) & Shell (2013) for Fossil fuels
2 Global Footprint Network (2012) CDP
Accenture Analysis - Copyright © 2013 Accenture
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Supply Chain Risks: Increased costs from resource pressure

Real price index 1960-2012 (2005=100)'

/ Energy \ﬂ Raw material Metals & minerals
1

1680 -

A

1960 2000 2012 2000 2012

Price volatility 1988-2000 vs. 2000-2012
(typical annual variation in real 2005 dollars)®

m
il Wood Cotton Copper Steel

Businesses are feeling the
impacts of this increased
pressure now through
increasing costs in the supply
chain.

Uncertainties around supply of
resources has cause increased
costs and price spikes.

Speculation around the
winners and losers for
resources have also caused
price volatility.

1 World Bank pink sheets 2013 (Raw mtrl. = timber, cotton, rubber, tobacco)

2 |bid. & Accenture Analysis (Std), Oil = Brent crude, Wood = Logs (Cam), Cotton = A index, Steel = Cold rolled i : CDP

coilsheet
Accenture Analysis - Copyright © 2013 Accenture
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Supply Chain Risks: Potential Business Disruption

2 November 2011 Last updated at 14:18

S B VTS

Thailand floods hit production at Honda in

Swindon

Staff at Honda motors in Swindon have
been forced to work a three-day week
because of flooding in Thailand.

The floods have stopped production at the Thai
factories that make the electronic components

for Honda cars built at the Wiltshire plant.

A Honda spokesman said: "We are warking
closely with our suppliers in Thailand and
throughout our global network to re-establish
the flow of parts."

Mass production of the Civic was due to start but
month.

Chndh lmism e bald Hamo snicdad bmwon bo cmembing n

www.cdp.net | @CDP

Thai floods: a repeat of 2011?
Septernber 14, 2012 4:00 arm by Jake Mawwel YWatts

EEE 12| wiweet)17| [ share| 4

FT Comments | 0

A mere elght months since flood waters receded from
Thailand’s capital, there is once again fear in the Kingdom
that history iz being repeated.

Last year the World Bank estimated that the cost to
Thailand’s economy of severe flooding was approxzimately
1.4tn baht ($46bn). In the last few days, much of the north of the country has besn
inundated and as high water advances towards Bangkok the government has issued
warnings to urban residents.

became submerzged and the slobal supply chain for consumer electronics and

In 2011, several companies including Honda, Hitachi, Sanyo and Western Digital
automobiles was disrupted. However, based on the government’s rainfall and dam

capacity statistics, investors perhaps do not need to be excessively concerned that
= = =

Page 10

Increased severity and frequency of
extreme weather events have
impacted the global economy

Companies have been impacted by
suppliers failing to deliver goods and
services, leading to either delays
when switching suppliers or
increased prices where alternatives
are in short supply. Both impact
profit forecasts.

Suppliers are often concentrated in
regions that have not recognized
climate change threats and have no
mitigation or resiliancy plans.

SN'CDP
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Supply Chain Risks: Changing consumer demands

Figure 5: Percentage of companles selecting most com EE O Signin News  Sport  Weather  iPlayer

N Reputational risk is not

NEWS susINESS isolated to a company’s
Home World UK England  N.Ireland ' Scotland Wales QiHESLGLEE Politics  Health Educ-atim.1 S Own Operatlons and

:-. Market Data ' Your Money = Economy | Companies eth OS

13 July 2011 Last updated at 16:52

| e Greenpeace links big brands to Chinese U Brands are increasingly
. B A gt river pollution I being targeted based on
Figure & Percentage of companles selecting most com gy Katie Hunt o e e JliGgleft the behavior of their
uziness reporter, ewrs, Hong Kong .
suppliers.
( \ Suppliers to several big clothing brands
< are polluting two of China's main rivers
: ] girt:el:;’z:ar::-us chemicals, according to Suppllers are not always
' ~ prepared for the NGO,
e e media & consumer
Changing consumer .
e e T oktorsms e scrutiny.
standards

www.cdp.net | @CDP Page 11 Q}‘CDP
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Supply Chain Risks: Increased regulation on environment impacts

'St comynanlyrepared Srisks —
Costs aren’t only ( A
associated with
taxes, resources
to respond to
regulation lead to R
increased costs. Cap and trade Carbon taxes Fuelenergy taxes

s

\ schemes

and regulallony

These costs are st commonly reported S opportunliles

often passed

N

“Should the US federal government pass a
carbon tax, we estimate the approximate
annual cost impacts to be $13 million - $26
million. Recognizing the complexity of supply
chain costs, we estimate the potential
added annual cost of purchased goods
and services (excluding energy) due to

through the ( ) energy/carbon taxes to be $180 million to
supply chain as $500 million”
operational Bank of America
increases | N
Cap and trade Product efficlency Fuelienergy taxes
\ schemes regst,gg;sé znd and regulz-nlms)
www.cdp.net | @CDP Page 12 I = CDP
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Supply Chain Risks: Increased interest from investors and customers

Scope 3
Nnvestors and customers are taking more interest in what is being measured outside of a companies
operational control.

CC14.1 | Please account for your organization’s Scope 3

emissions, disclosing and explaining any exclusions peope? Sooee!
CC14.2 Please indicate the verification/assurance status that
applies to your reported Scope 3 emissions 3 Scope 3 Scope 2
CC14.3 | Are you able to compare your Scope 3 emissions for the <= £ et —
reporting year with those for the previous year for any gy & s B % e ﬂ;
sources? Ea -_ ol 9
f{:l_m':i gy . buw ccccc e caldproductz f ﬁ
CC14.4 Do you engage with any of the elements of your value = gy e st G
chain on GHG emissions and climate change strategies? e it
Upstream activities Reporting company Downstream activities

www.cdp.net | @CDP Page 13 Q}‘CDP
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CDP as global standard for environmental disclosure

Increased risks such as.... Resultin.... And not taking action can lead to

‘‘‘‘‘‘‘‘‘‘‘‘‘

1. Population growth

N Increased Costs $$$
passed along through
the supply chain

N Unknown reputational
risk if suppliers are

targeted by media /
Greenpeace links big brands to Chin A real need fOr g y

rivr polluion 3. Reputational risk not being pragmatic and NGOs.
: isolated to operational action-focused N Supply disruption

borders affecting approach to from extreme weather
stakeholder opinion drive events.

causing price volatility Sustainable

and supply speculation Supply Chain

Business
Case:

. Increasingly global
implications and complications
from a changing climate

transparency, fps
. Costs of increased understanding U Lost opportunities by
regulation being and not collaporatlng more
passed along improvements in closely with suppliers

the supply chain.

from investors for full
accounting and transparency

SN'CDP
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2. Introduction to CDP Supply Chain
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2014 supply chain members
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2014 supply chain members
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Water risk as a supply chain engagement driver

Water in Su pp |y Risks in Direct Operations Risks in Supply Chain
Chain: gain a Yes Yoo
complete pe—— ar

h

Higher water prices

understanding of your
supply-chain-related
water risks by inviting

ccining e,

your key suppliers to
do CDP Water via the — —
SC program.....

Fisguiatory ur[SSREIE

g 3
a

W Physical risk: General Motors
Increases in the frequency of drought conditions
can further depress water availabilty for
production in water-stressed areas. GM has
production facilities in Mexico, an area that was
h[t hﬂrd b‘!‘ dmgﬂ in 231 2. md ma.-e =a nﬂk ‘Inagisguats Infrastructurs and water efficiency requirsmants wens also reported

N " Dy 0% of nespondents

that increases in the frequency of such events
could disrupt production due 1o lack of water

alability. Mexi nts for about 6% of i i i 1
e e e i, ....and be an example for your suppliers and your competitors by becoming a strategic water

of GM's production, for example, could resuit in partner Of CDP

loss of US$27 Milion in net income.

Source: CDP Water 2013 Report, pp. 12 and 26 q}“ DP
www.cdp.net | @CDP
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al damags - or waller prices
=]

"Rising discharge compliance casts, restricled operational water permis,
product risk, and inadequate indrastructure wene also reported by 3% of
respondents”




2014 supply chain water members
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How does it work?
Are your suppliers already disclosing to CDP?

LOREAL Bankof America wlier | -
Z cisco

HSBCX» standard <.
Chartered =

Climate change : 767 investors Climate change : 66 members

P o BARCLAYS T : : %
= = PHILIPS nationalgrid S

H ceLz = cavert  ¥$RBS . D .

s INVESTMENTS ¥ \ \ 0 “lﬂll

< AVIVA  MorganStanley DIAGEO Microsoft ™™ S g

= @

< ‘The Power of Ideas & SChrOders ;}‘ CDP wmalma"{t @-m% 2

I >
..g, US$92trillion in assets DRIVING SUSTAINABLE ECONOMIES >US$1trillion purchasing power =X
o o
> -

= =
- <

Water : 573 investors Water : 14 members

1 response per company shared
with relevant stakeholders

www.cdp.net | @CDP Page 20 G‘CDP
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CDP’s Supply Chain Questionnaire

Over 2,800 companies, the greatest number than ever before, responded to CDP’s supply chain
guestionnaire in 2013, as requested by their customers.

Climate change questions

Supply Chain Questionnaire

Water questions

Management
Strategies, targets,

emissions reduction activities

Risks & Opportunities
Regulatory, physical, other
Emissions Reporting

Emissions methodology and data

Current State
Growth strategy & experienced detrimental
impacts

Risk Assessment & Implications
Risk assessment, exposure and opportunities

Water Accounting
Water consumption, discharge, withdrawals and
recycling

Corporate Response
Governance, strategy, targets and initiatives

Customer Specific Information
Allocating emissions to customers
Collaborative opportunities

Product (goods & services) level data

== =

www.cdp.net | @CDP
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CDP Timelines

/ Preparation \

Analysis Disclosure
Reporting & Data
& Feedback Collection

S

April to July

DISCLOSURE & DATA COLLECTION

April: CDP invite to suppliers sent in early April
July: Deadline for disclosing is July 31st

August to January

ANALYSIS REPORTING & FEEDBACK

September: Data is made available to members
November: Scores are sent back to suppliers

December: Custom reports, and public report launch.

www.cdp.net | @CDP

N CDP
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2014 — Where are we now?

0] 715 08 589 66 Supply Chain members
eald] 1000 59 794 14 +Water members
2011 1864 85 2275 . L
>6,500 suppliers invited
2012 2415 173 3627
2013 2868 140 2651 >1,300 also +Water
) 18% increase in number of responses >600 SMEs
N Answered questionnaire N Dedined to participate N No response 75 countries

www.cdp.net | @CDP Page 23 q}‘CDIP
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Supplier support: Scores

Reporting roadmap Disclosure score:

Expressed as a number (out of 100) and reflects
the completeness and the quality of the
response, and hence its usefulness to data users

O

m30% Scope 1 and 2 emissions data W15% Risks
5% Opportunities =10% Scope 3
n

Technical guidance
FAQ'’s

Upcoming webinars

Tailored score feedback call -

Email support: respond@cdp.net

Ad 4 4 4 4 4 4 4

m9% Scope 1 & 2 verification % Targets & Initiat
u8% Energy and emissions trading 5% Emissions performance
5% Strategy

www.cdp.net | @CDP Page 24

Available on the CDP website
Questionnaire guidance @ 0
CDP scoring methodology

Performance score:

Expressed as a band (A, A-, B, C, D, E)and
points are awarded for actions in the reporting
year that contribute to climate change mitigation,
adaptation and transparency

O

W21% Emissions performance B 19% Targets & Initiatives

u12% Strategy 512% Scope 182 verification
=10% Govemance =9% Scope3

5% Communications 5% Risks

5% Opportunities 2%  Energy and emissions trading

SN'CDP
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Understanding the Scoring Methodology

1. Responses are scored for both disclosure and performance

Disclosure Score Performance Score
+ Assesses level of detail and comprehensiveness of a + Assesses level of action taken on climate change
response * Letter band; based on percentage of performance points
* Percentage; out of 100 (e.g. 87, 62) earned (e.g. A, B, C,D, E)
* Awarded when at least 50% of disclosure pts earned
» Not all questions are scored for performance

2. Each question has a certain number of raw disclosure and performance points associated with it, depending on the route taken. After
all questions are scored, disclosure and performance scores are calculated:

( Raw disclosure points earned ) X 100 = Disclosure Score
Raw disclosure points available
based on chosen routes

( Raw performance points earned ) X 100 = Performance Percentage -> converted to a Letter Band

Raw performance points available (threshold for Letter Bands set after responses scored)
based on chosen routes

www.cdp.net | @CDP Q}‘ CDP
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Members encourage CDP disclosure through a variety of mechanisms

Policy or Mechanism % of Members in 2013

Industry accepted audit standards 36%
Contractual obligation 36%
Collaborative platforms 36%

Supplier training & outreach
Scorecard
Request for proposals

Supplier self-declaration

Foundation Collaborative pMandate

Procurement policy (e.g. code of conduct)

www.cdp.net | @CDP Page 26 q}‘CDIP
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3. Members using the CDP data

www.cdp.net | @CDP




CDP Supplier Data Use by Purchasing Companies

Supplier Evaluation
In conjunction with members L'Oreal & Coca-
Cola, CDP developed a supplier score card
designed to inform meaningful interactions

between buyer and vendor.

Delta Air Lines ;:‘CDP
Coca-Co!

Disclosure score [JECIl  Performance Band c Supplier Scorecard for la

sreca Coca-Co
Emissions Inventory Climate Strategy
Seope 1 Scope 2 Physical Regulmory Other
318507 B 22 1

Werifiation  erification or sssurance underway  Verifcstion or assurance underway

Reporis on Climate Change outside COP? ez
GHG Emizsions Methodology is The GHG Prosscal?  Ne

sy - Sy
Disclosure Status  Pubiic  Questionnaire Type  Fus

www.cdp.net | @CDP

Price Negotiation “When suppliers ask
for price increases due to energy cost, we
first turn to their CDP reporting history. We
require reporting on energy and climate risk
management before granting these increases
except in exceptional circumstances.”

P P ’T

mperial
Tobacco

Scope 3 Emissions
Many companies are now using supplier-
reported emissions data to contribute to their
Scope 3 emissions reporting. CDP works
closely with World Resources Institute and
provides helpful guidance on how to complete
this work.

SN'CDP
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Transparency: Assessing the supply chain’s current state of health

KPI

Response Rate

Reporting Scope 1 & 2 Emissions

Have Emissions Target

Reporting Emissions Reduction Activities
# of Collaborative Opportunities Reported
% Engaging with their Own Supply Chain
Total Amount of CO2 Reduced Reported

Total Amount of Monetary Savings Reported

Total amount of CO2 specifically associated with
member engagement

2015 N Collecting primary

55%
45%
43%
30%
15
20%
8531

$53,540

N/A

information in the first year
informs you of the current
state of affairs and supplier
capacity

*What isn't measured cant
be managed”

Member Benefit
Business intelligence on

current state of supply
chain v

www.cdp.net | @CDP

Page 29
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Transparency & Reporting — Communicating work publicly

Some Key Findings from Our 2012 Supplier GHG Survey

Of the suppliers responding...

A large majority of suppliers have developed management and

\/ governance structures to address climate change.

Nearly have a person or committee that is directly responsible for managing

climate change issues within their company.
90%

Ford Motors Inc Commun|cate Selected key Nearly h[avelu;tyegraled climate change management into their overall business
. . . L. 0 strategy.

KPIs via their website, based on specific 80%

supplier statistics from their CDP custom report

A large majority of suppliers have active greenhouse gas emissions-
reduction programs.

More than have set greenhouse gas emissions-reduction targets (an increase
o from 2011), and more than 75 percent have active emissions-reduction
6 5 /0 initiatives. In general, more Ford suppliers responded that they have set
intensity-based targets than absolute targets.

A majority of suppliers track and report on their greenhouse gas
emissions.

www.cdp.net | @CDP Q‘CDP
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Members Driving Action — The mechanisms...

1.1 Supplier Meetings
“When suppliers ask for price increases due to energy cost, we

first turn to their CDP reporting history. We require reporting
on energy and climate risk management before granting these
increases unless there are exceptional circumstances.”

Imperial
Tobacco

//

Supplier Scorecards

Dell’s guidelines for suppliers:

* report scope 1 and 2 emissions

» set public goals to reduce operational GHG impacts

» Tier 1 suppliers to establish GHG management and reporting
requirements for their suppliers

"Failure to meet these requirements can impact your supplier

ranking and potentially diminish your ability to compete for

Dell's business”

www.cdp.net | @CDP Q‘CDP
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Members Driving Action - ... Tracking progress...

NN

We set a Healthy Future 2015 goal for all strategic suppliers to
publicly report on two or more sustainability goals ...

as a participant in the Carbon Disclosure Project’s (CDP)
Supply Chain program, we encourage suppliers to measure
their energy use and greenhouse gas emissions, and to

develop and publicly report on their emissions.

www.cdp.net | @CDP

N

N

We'd like to see our top 100 suppliers
reporting an active emissions reduction
target and activities to achieve this
target via their CDP disclosure.

N

N CDP
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Members Driving Action - ... The outcomes

N

We recognize from our own experience, that
working to reduce greenhouse gas emissions
can drive innovation and enable cost
savings....we are asking suppliers to publicly
report their GHG emissions, reduction
strategy and actions to the Carbon
Disclosure Project.

www.cdp.net | @CDP

Walmart -

Save money. Live better.

Eliminate 20 million metric tons

(20 MMT) of greenhouse gas

(GHG) emissions from the global

supply chain by the end of 2015
N

NCDP
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4. Collaborative Opportunities

www.cdp.net | @CDP




Performance: Engaging suppliers on emissions reductions

y “Johnson Controls asked its key suppliers to report their greenhouse
h (’ gas emissions through the CDP Supply Chain Program and also asked
Jo nson them to reduce their annual emissions associated with their business

Controls with Johnson Controls by a 1% absolute.”

| 3. Lightweighting

| astomes epect Lgeeiging pays an mporant e ———
REOLCOR

pertormance benefis Kor our customess. We want 1o

gher sty vericies eceny. = .

Itwesy
e (vee Cage shudy. page 33) of energy and waler, and creates waste. Recyced
Auminum, however, Uses 55% sk energy, Causes
fewer greenfaUse a6 ETISEINS, ROLCES Water
ampon Ve are terefre

N Collecting information on emissions
reductions associated with your
request. SM 2.2b

N Exploring collaborative
opportunities to reduce emissions. SM
2.1

N Encouraging innovation in the
supply chain. SM 2.1

Member Benefit v

Realizing real cost- and emissions-
savings in partnership with suppliers
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Performance: CDP’s Action Exchange

A platform to accelerate the
deployment of profitable solutions to
climate change

N'In 2013, 84% of
members reported
monetary savings from
N Identify emissions reduction emissions reduction
opportunities and cost savings activities, compared to
potential for key suppliers 31% of their suppliers.

N $11.5 billion was
saved as a result of
the emissions
reduction activities
reported by this 31%.

N Connect suppliers with technology
and solutions providers

Member Benefit v
Bank of America f . .
Address common barriers to investing in = LOREAL @PEPSICO Pélotr,lé\cnon
- . D xchange
emissions reduction activities PHILIPS & vodafone Walmart - e
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Source: CDP supply chain 2013-14; Collaborative Action on Climate Risk


http://www.pepsico.com
http://www.pepsico.com

Questions?
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Adam Gordon
Account Manager,

CDP Supply Chain
Adam.gordon@cdp.net
+1 (646) 517-1452
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