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FOREWORD FROM VALDIS DOMBROVSKIS
VICE-PRESIDENT FOR THE EURO AND SOCIAL
DIALOGUE, EUROPEAN COMMISSION

The next decade will be decisive for the fate of this planet
as we know it. Already, we are seeing the consequences
of 1 degree of global warming. Unless we accelerate

the transition to a low-carbon economy, we might lock

This is why Europe is taking the lead in the
implementation of the Paris agreement. We are
targeting 40 % emission reductions by 2030,
along with 32% renewable energy and a 32.5%
improvement in energy efficiency. And last
November, the Commission proposed its strategy

The ﬁnancial sector for how Europe can go climate-neutral by 2050.

IS the m|SS|ng Imk As this report by CDP illustrates, this transition

in the ﬁght against carries risks for European companies. 75% of them
climate change. have identified climate-related transition risks. And

as many as 12% have already suffered reduced
revenues as a result of climate-related disruption.
But at the same time, it is a unigue economic
opportunity. As the present report reveals, 50% of
European companies see revenue opportunities
through low-carbon products or services.

To reach our Paris climate goals, we need trillions
of euros to scale up renewable energy, develop
options for storing surplus energy, and decarbonise
other parts of the economy. The public sector alone
cannot fill this funding gap, so the private sector
will have to step up its investments. This is why

the financial sector is the missing link in the fight
against climate change.

And retail investors are catching on: for instance,
among the millennial generation, more than 80%
are interested in sustainable investment products.
So the financial sector needs to incorporate this
demand into their operations.

It is for these reasons that in March 2018, the
European Commission launched its 10-point Action
Plan to help scale up Sustainable Finance in Europe
and channel more investment to the low-carbon
economy. And we have put forward three legal
proposals:

N First, we have proposed to develop an EU-wide
classification for sustainable economic activities,
to determine what is green. This will help
investors and companies to identify climate- and
environmentally friendly sectors and projects.
The proposal also sets out minimum social
safeguards, and in the future, the classification
itself could expand to also include social issues.

ourselves into catastrophic climate change.

This EU classification will also allow us to
establish EU standards and labels for financial
products, such as green bonds or green
investment funds.

N Second, we have proposed to require
investment managers to disclose how they take
environmental, social and governance issues
into account in their investment and advisory
processes. In addition, for strategies that actively
target sustainability, managers will need to
disclose their sustainability impact.

N And third, we have proposed to set EU standards
for low-carbon and positive-carbon impact
financial benchmarks. This should give climate-
conscious investors better tools to measure their
performance.

In addition, our Action Plan looks at how to improve
corporate disclosure of climate change risks.
Because today, many investors and asset managers
say they lack the high-quality information they

need to adopt sustainability principles, despite the
proliferation of different sustainability surveys that
companies are already filling out.

This is why, this summer, the Commission will
update its non-binding guidelines on corporate
non-financial disclosure, to integrate the
recommendations of the FSB task force on climate-
related financial disclosures. And these guidelines
will focus not only on how climate change affects
businesses, but also on how businesses affect the
climate. Overall, this revision should help companies
disclose climate information in a more consistent
and comparable manner. | hope that many EU
companies will take this opportunity to lead by
example.

To conclude, we need companies to measure,
disclose, and reduce their carbon emissions. We
need the right regulation to facilitate this. And most
of all, we need investors and companies to seize
the investment opportunities that the low-carbon
transition creates. This is how we can help preserve
our planet and our way of life, make Europe a leader
in sustainable investment, and create millions of
high-skilled jobs in the process.
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CDP PERSPECTIVE: STEVEN TEBBE,
MANAGING DIRECTOR, CDP EUROPE

The onus is now
on policymakers
to up their ambition
and embolden
faster action.
That's done by
giving companies
and investors

the clear signals
they need; setting
an enabling
environment

for the required
transformation by
raising the bar for
the minimum
amount of
information
disclosed.

Last year the Intergovernmental Panel on Climate Change
(IPCC) delivered an unambiguous message to the world: our
economy must undergo an unprecedented transformation

in order to mitigate the worst impacts of climate change.
Companies, investors and governments have a clear choice:
drive faster progress and be on the right side of the transition
to a low carbon, resource-secure economy, or continue
business as usual and face major risks.

As CDP releases its second stocktake of European
environmental action, we see evidence of another
momentous year for progress on climate change,
water security and deforestation among corporates.

More this year disclosed their environmental data,
with a 11% global jump in reporting and now over 850
companies in Europe, valued at 75% of total market
capitalization, using CDP to respond to investors.

Disclosure is now firmly in the mainstream. The FSB's
Task Force on Climate-related Financial Disclosure
(TCFD), which built on the work of CDP, has paved the
way to mandatory climate-related disclosures at EU
level to improve how material risks are assessed.

By incorporating the TCFD recommendations in
this year's questionnaire for 7000 companies,
CDP's system is more vital than ever to guarantee
standardisation in environmental data.

Transparency is always the starting point for more
ambitious action. Nowhere is that action clearer
than in Europe, where half of the companies on
CDP's global A List are based.

With our new questionnaire come new insights
from companies. We now know that 75% of firms

in Europe face transition risks — like new regulation
and legal challenges — from climate change. And
that 4 in 10 companies are already conducting
scenario-analysis to model their business strategies
—anumber that will rise to more than 7 in 10 by
2020.

But we also see that more than half of responding
companies are yet to set an absolute target for
their emissions.

That will improve as investors scale up their
engagement. 2018 was a significant year, with

400 investors launching The Investor Agenda at
California’s Climate Action Summit to push for more
work to achieve the Paris Agreement.

This year also saw advances in building a more liquid
market for ESG investments in Europe. Euronext
launched the world's first index using an average of

CDP scores across climate change, water and forests
— a push for corporates to align their action across
environmental challenges. We also saw the first CDP-
branded investment fund, showing that investors

are not just requesting environmental information,
but are using it on markets to decide where to put
their money. With these signs of leadership in the
economy the onus is on policymakers to up their
ambition. That's done by giving companies and
investors the clear signals they need, and setting

an enabling environment for the transformation

by raising the bar for the minimum amount of
information disclosed.

The EU's goal to be net-zero emissions by 2050 is a
good start, and five states now have decarbonisation
targets matching its ambition. With the rulebook for
achieving the Paris Agreement now mostly agreed
at the latest COP24 in Katowice, governments must
deliver on the 2050 agenda; by strengthening their
Nationally Determined Contributions (NDCs) in 2020
and operationalising net-zero at EU level.

Those targets must be matched by policy to

align financial flows with the Paris Agreement.

This year saw critical developments, with the
European Commission's Action Plan for Sustainable
Finance adopting legislation to define sustainable
investments and strengthen rules for investors to
integrate ESG risks.

For the plan to be successful, we need to see the
EU's flagship legislation on corporate reporting,
the Accounting and the Non-Financial Reporting
Directive, strengthened in line with the TCFD. This
will help deliver decision-useful information on
climate change, water security and deforestation
risks to financial markets and throughout entire
supply chains.

Our vision of a sustainable economy is achievable,
and the main actors in our transition — companies,
investors, cities, states, regions and governments
— have the technical tools to get us there. But all
actors must be responsible for faster progress: the
next two years are critical for ensuring plans and
commitments are on track.

GOVERNMENT ACTION
INCREASING
CORPORATE AMBITION

European businesses have often taken the lead on
environmental issues. But leadership does not occur
in a vacuum.

In 2015, the G20’s Financial Stability Board
established the Task Force on Climate-related
Financial Disclosures (TCFD), with the aim of
addressing the risk that climate change poses to
global financial stability. Its mandate was to develop
recommendations for voluntary and consistent

disclosures around climate change opportunities and

risks, which could be used by companies, investors
and other financial stakeholders to factor into their
decision-making.

In 2018, CDP aligned its questionnaires with the
TCFD recommendations, alongside the introduction
of a new sectoral focus recognizing that different
companies will face different types of environmental
challenges. This is helping disclosing companies

to report the opportunities and risks they face,
optimizes their reporting burden, and accelerates the
provision of meaningful information for data users.

This report contains the first analysis of European
companies responding to CDP’s new questionnaire.

High quality environmental disclosure across

the G20 is a necessary first step in the transition
towards a low carbon, resilient economy. Mandatory
reporting is considered the crucial next step to
achieving market-wide, consistent disclosures that
are key to a sustainable financial system, and level
playing-field for companies.

The EU is currently implementing disclosure
requirements for financial market participants under
its Sustainable Finance Action Plan, which will drive
coherency and transparency among corporates and
investors. And France has already introduced Article
173, the world’s first law requiring investors and
asset managers to report on climate risks.

Beyond TCFD, there is now strong collective political,
corporate, and citizen support for more ambitious
action, at both a Europe-wide level, and nationally
within most countries on the continent.

Europe is also already home to some of the world's
strongest policy frameworks on emissions, water
security, clean energy, and energy efficiency. There

is a clear direction of travel suggesting that these
are only getting stronger, giving businesses certainty
around the need to act and persuading them that
doing so could provide a long term competitive
advantage.

In the past year, Sweden legislated for carbon
neutrality by 2045. Spain plans to use only
renewable electricity by 2050. The UK is exploring
how to strengthen its world-first legally binding
national target on emissions to support the higher

ambition 1.5°C goal in the Paris Agreement. And as
Poland hosted the latest round of international climate
talks at COP24, the EU issued a joint statement with
the High Ambition Coalition of countries, urging the
international community to establish more ambitious
actions and initiatives.

In the financial system, under the Network for Greening
the Financial System, central banks and financial
supervisors are working together to strengthen the
global response to meeting the Paris Agreement'’s
goals, and to enhance the role of the financial system
in both managing environment and climate risks in
the financial sector and mobilizing capital to support
the transition toward a sustainable economy. This
initiative has high potential to define, promote and
implement best practices in the financial system, and
CDP supporting objectives of the NGFS, calls on other
central banks and supervisors to join the network.

Europe's positive influence ripples around the

world. Governments are supporting change through
international development cooperation, and by sharing
lessons on their own experiences navigating the
transition to a sustainable economy. And this goes
beyond climate change. Norway has become the first
country in the world to commit to zero deforestation,
working to protect forests overseas.

Businesses in the region are increasing their scrutiny of
supply chains, using the power of procurement to drive
positive change. And European consumers are shifting
expectations by demanding more sustainable products
and services.

But with higher ambitions comes higher expectations.
Ambition is not uniform across the continent, and
rhetoric does not always match up with the reality.

Despite ambitious commitments on climate change
and clean energy, Germany has reported emission
rises for the past two years, looks set to miss its 2020
goals, and is not planning to phase out coal until
2038. Poland’s government led the COP24 climate
talks at the same time as continuing to invest in new
coal plants. And France had to roll back plans for

an escalating fuel tax to act on emissions, following
widespread civil unrest and protest.

Against this backdrop, it is key to understand where
actual market implementation of public policy
objectives stands and what gaps remain. CDP provides
the evidence showing what European companies are
doing in light of environmental policy objectives, and
whether business models are aligned with a well below
2 degree warming limit. This year’s disclosures give

an important insight into the performance of many of
Europe’s largest corporates, showing the important
role they are playing in driving forward environmental
action on climate change, protecting forests, and water
stewardship.
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2,341
MtCO, e

reported annual
scope 1 &2
greenhouse gas
emissions, greater
than Germany, the
UK and France
combined

85
MtCO.e

reported
emissions
reductions,
greater than
annual emissions
of Austria

EXECUTIVE SUMMARY

Big impacts, big opportunities

Europe is seen to be leading the world on many
environmental sustainability issues. The region is
home to some of the world's strongest national
and supranational policy frameworks on climate
change, forest protection, and water stewardship.
Unsurprisingly, it is also where many of the large
corporates that demonstrate world-leading
performance on these issues are based.

But is this higher ambition resulting in sufficient
progress on urgent sustainability challenges? Or are
European businesses collectively failing to live up to
the high expectations they face?

This report examines disclosures made to CDP in
2018 by European corporates. These companies
completed detailed questionnaires reporting their
action on climate change, forests and water issues.
And for the first time this year, analysis in the CDP
Europe report includes companies headquartered or
listed in the United Kingdom and Ireland.

This year 849 corporates from 23 European
countries provided climate change disclosures.
These businesses include 82 large private
companies, with combined revenues in excess of
€614 billion. The remainder are all listed companies
responding to investor requests for disclosure,
representing three-quarters of European market
capitalization.

These disclosing corporates report combined
scope 1 and 2 greenhouse gas emissions
equivalent to 2,341 million tonnes of carbon dioxide
— a total greater than the current annual emissions
from Germany, the United Kingdom and France

put together.

A smaller number of disclosures were provided

on forest and water-related impacts, which are
more recent additions than climate change to CDP
requests. There were 83 companies responding
on forest-related issues linked to commodities
associated with deforestation risks: timber, cattle,
palm oil, soy, and rubber. And 183 businesses
provided information on how they are addressing
water security challenges.

One thing that is clear across all areas of disclosure
is that sustainability is now a boardroom issue that
requires governance at the most senior levels. There
was reported board-level oversight from 95% of
respondents on climate change, 88% on forests, and
90% on water. However, there is still a question over
whether these environmental challenges are being
sufficiently factored into strategic decision-making,
or acted upon swiftly enough.

Showing leadership on climate change

European corporates account for half (49%) of the
entire CDP A List on climate change, recognising top
performers globally. The region is home to nearly
half of all companies currently signed up to the
Science Based Targets initiative, delivering on the
goals of the Paris Agreement by setting targets in
line with keeping global warming well below

2°C above pre-industrial levels. And businesses
from Europe also make up over 40% of the

RE100 organizations, with commitments to

go 100% renewable.

Where year-on-year comparison has been possible
there has been evidence of demonstrable progress,
with a majority (58%) of companies reporting a
reduction in emissions.

These combined annual reductions in scope 1 and
2 emissions amount to the equivalent of 85 million
tonnes of carbon dioxide, a total greater than the
annual emissions of Austria. However, a full third
(33%) of companies did report an absolute increase
in emissions over the past year. This was mostly
as a result of either increases in overall output, or
corporate acquisitions.

While almost all respondents have some sort of
target in place for reducing emissions, this year 10%
of disclosing companies report they are working
towards zero emissions, becoming carbon neutral
or net positive. There is also a growing number
engaging their supply chains to drive downstream
emissions reductions, with 31% integrating climate
issues into their supplier evaluation processes.
And two-thirds (69%) of companies are developing
low carbon products and services to help their
customers reduce emissions.

Responding to risks and opportunities

The questionnaires completed by companies

in 2018 have been updated to ask for more

detail beyond looking at current performance,
exploring forward-looking business impacts. This
change has been introduced to better reflect the
recommendations of the Task Force on Climate-
related Financial Disclosures (TCFD), as well as the
growing pressure on companies to better evaluate
the financial opportunities and risks they face in the
transition to a sustainable, low carbon economy.

Four-fifths (80%) of responding businesses already
identify climate-related risks to their operations.
39% at present claim to be implementing current
best practice by using a scenario-based approach
to inform their strategy, while an additional 33%
anticipate doing so by 2020.

0%

identify

climate-related
risks facing
their business

HALF

of all corporates
recognized on the
CDP A list for
climate change are
from Europe

47%

give financial
Incentives to senior
management for
climate change topics

8%

have a procedure
In place to identify
and assess
deforestation risks

Of those using scenario analysis, 57% are
going beyond just qualitative insights and
using quantitative elements in their planning.

Increased operating costs associated

with policy and legal changes is the most
commonly reported risk, with almost half
(46%) of companies highlighting this. But
most companies (86%) were also positive
about the potential business opportunities
from providing the solutions to climate
change. AlImost half (46%) of respondents
report opportunities to drive revenue through
demand for lower emissions products and
services, with a quarter (26%) seeing these
opportunities either currently or in the short
term future.

Protecting resources for future generations
Looking at deforestation and forest
degradation challenges, four in five (80%)

of the respondents to this year's forest
questionnaire recognized potential business
impacts from the unsustainable use of forest
commodities, with risks related to resource
availability, regulation, and reputational
damage. An equal number of respondents
(80%) see benefits from taking action to
protect forests, believing this could increase
brand value, open up new markets, or
increase sales of sustainable products and
services.

They are also taking action, with 88% having
a procedure in place to identify and assess
forest-related risks, and nearly three-quarters
(72%) integrating these issues into long term
business objectives. A further four-fifths
(80%) of companies have put in place internal
policy measures to address these issues, in
particular through improving transparency
around sourcing, or including standards

or commitments into their procurement
processes.

2%

have a
water-related
target or goal
in place

Of the companies disclosing to CDP on
water's security, 80% claim that having
sufficient good quality freshwater for their
own use is either important or vital for their
business, with 62% identifying that they face
some sort of water-related risk, either to
their own operations or in the wider value
chain. More immediately, a fifth of European
companies reported suffering from some
sort of water-related issue in the past year —
mostly related to flooding or droughts — with
a total estimate financial impact of €4 billion.

Of note is the fact that the total financial
costs highlighted by companies as potentially
arising from water-related risks — a total of
€16.4 billion — is more than three times the
costs the attribute to responding to these,
which is around €6 billion.

Almost all (92%) of the businesses reporting
this year on water have some sort of target
or goals in place within their operations, with
most having targets at several levels. This is
a substantial increase from the 61% reporting
the same last year. Seven in ten (71%) are
also now integrating water-related issues
into their long term business objectives.

And where water is perceived to be a vital
resource, 80% actively engage with their value
chain, and 77% of that group also ask their
suppliers to report on water use.

There are also positive opportunities identified
from taking action on water issues. The total
savings expected by companies adds up to
€58 billion, with most commonly cited coming
from cost savings through water efficiency
(38%), opportunities to increase sales of
products or services (29%), and an increase in
resilience (15%).
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RECOGNIZING

EUROPEAN LEADERSHIP

European corporates account for half of CDP's
global climate change A List this year, with

68 companies included on the list of 136 top
performers around the world. However, these
businesses were not evenly distributed between all
countries in the region.

Amongst those recognized on the A List for climate
change, 22 came from France — over a third of

the total across Europe — from just 98 responding
companies in the country. This was followed by
the United Kingdom with 10, Germany with 7, and
Norway with 5. Conversely, Southern European
companies made up just 12% of the total, with 4
from Spain, 3 from Italy, and 1 from Portugal. And
no companies were recognized on the A List from
Eastern Europe.

The progress made in France has been striking,
jumping significantly from the 8 French companies
making the climate A List last year. Whereas the
number of companies achieving climate A List
status in Germany stagnated, and the UK saw an
overall decrease.

Number of A List companies vs overall respondents I

France 22 Germany 7 UK 10

9%

of companies on
the global water
security A List are
from Europe

N Climate
N Water
N Forest

N Double A listers
(Climate and Water)

N Triple A Listers

UK companies are in fact some of the most
transparent in Europe. With 238 climate
respondents, the country has the highest number
of respondents to CDP in Europe. France has the
second highest absolute number of respondents to
this theme, but the lowest return rate of responses
received to investor requests (38%). Similarly,
Germany's responding companies represent just

a 42% response rate. This may imply that many

UK companies are disclosing at comparatively
earlier stages on their journey to sustainability than
counterparts elsewhere on the continent.

Over half of the climate change A List also came
from just two economic sectors, with services
(including financial services) and manufacturing
businesses collectively accounting for 57% of the
total.

It is positive to note that immediately below the
comparatively small leadership group recognized
on the climate A List (8% of all scored European
companies), 14% of European companies were
awarded an A- ("A minus”) rating, and a full 28% a
B rating. This means that half of businesses in the
region were broadly performing well on climate
change issues when compared with many of their
global peers.

Looking across water and forests disclosures,
quite a different picture emerges. N Climate

This year there were substantial updates to the N Water
CDP questionnaire and scoring criteria, reflecting N Forests
the scale and urgency of the enywonmental . < Double A listers
challenge posed by water security. As a result, just :

. ! (Climate and Water)
31 companies globally achieved an A for water, a . .
significant drop from last year's total of 74. The 11 N Triple A Listers
European companies on the water security A List
represent 35% of the global total.

CDP's forests A List features just seven companies
this year, an increase of one from 2017. Although six
of these are from Europe, again showing leadership
from businesses in the region. In part, the forests A
List is smaller because the disclosure process for
forests is much less established than for climate
change, with fewer total respondents. However, this
doesn't fully account for the discrepancy.

A record number of companies disclosed to

CDP's forests questionnaire in 2018. While these
companies have taken an important first step in
their journey towards managing deforestation
risks, most will need to significantly accelerate their
efforts to match the progress they are making on
climate change, and to a lesser extent on water
security.

France

UK
Germany
Spain
Norway
Finland
Switzerland
Netherlands
Sweden
[taly

Ireland
Portugal

Denmark

Manufacturing
Financial services
Services
Infrastructure
Materials

Food, beverage & agriculture

Biotech, health care
& pharmaceuticals

Fossil fuels

Power generation

Retail

Transportation services
Mineral extraction

Apparel

A-listers in Europe

A-listers per sector

25

25



THE A LIST:

The climate A List was established in 2011 and
introduced for water and forests in 2015 and 2016
respectively. As there are proportionately more
responding companies for the climate program
than the newer water and forest programs, there are
more companies achieving an A rating for climate.

CDP encourages companies to disclose to all
relevant programs to achieve double or triple A
status. And this year, two European businesses
were the only companies globally to achieve triple
A status: Firmenich and L'Oreal. And Bayer, Brembo,
Metsé Board, Coca-Cola European Partners and

Diageo each achieved double A status across both
climate change and water.

Company Name Country Sector Climate change Water Forests
Accenture Ireland Services A

ACCIONA S A. Spain Infrastructure A

AIB Group Plc Ireland Financial services A

AstraZeneca United Kingdom of Great Britain and Northern Ireland Biotech, Health Care & Pharma A

BASF SE Germany Manufacturing A

Bayer AG Germany Biotech, Health Care & Pharma _:
Beiersdorf AG Germany Manufacturing A (Palm Qil)
Berner Kantonalbank AG BEKB  Switzerland Financial services A

BHP United Kingdom of Great Britain and Northern Ireland Mineral extraction A

Bic France Manufacturing A

BillerudKorsnas Sweden Manufacturing A (Timber)
Borregaard ASA Norway Manufacturing

Bouygues France Infrastructure

Brembo SpA Italy Manufacturing

BT Group United Kingdom of Great Britain and Northern Ireland ~ Services

Carrefour France Retail

CNH Industrial NV

United Kingdom of Great Britain and Northern Ireland

Manufacturing

Coca-Cola European Partners

United Kingdom of Great Britain and Northern Ireland

Food, beverage & agriculture

Covivio France Financial services

Danone France Food, beverage & agriculture
Deutsche Bahn AG Germany Transportation services
Deutsche Telekom AG Germany Services

> b > > | > | > | > | > > | > | > | > > | > > | >
> [ >

Diageo Plc United Kingdom of Great Britain and Northern Ireland Food, beverage & agriculture

DNB ASA Norway Financial services

EDF France Power generation

Electrolux Sweden Manufacturing

ENGIE France Power generation

EVRY ASA Norway Services

FERROVIAL Spain Infrastructure

FIRMENICH SA Switzerland Manufacturing A (Palm 0il)
Galp Energia SA Portugal Fossil fuels

Groupe PSA France Manufacturing

Company Name Country Sector Climate change Water Forests
Grupo Logista Spain Services
INDUS Holding AG Germany Manufacturing

ING Group Netherlands Financial services
Intesa Sanpaolo S.p.A Italy Financial services
J Sainsbury Plc United Kingdom of Great Britain and Northern Ireland Retail

Kering France Apparel

Klépierre France Services

Koninklijke Philips NV

Netherlands

Biotech, Health Care & Pharma

La Poste France Transportation services
Landsec United Kingdom of Great Britain and Northern Ireland Financial services
LEGO Group Denmark Manufacturing

Lloyds Banking Group

United Kingdom of Great Britain and Northern Ireland

Financial services

L'Oréal France Manufacturing A A (Palm 0il)
Mercialys France Financial services

Metsa Board Finland Manufacturing

Michelin France Materials

National Grid PLC United Kingdom of Great Britain and Northern Ireland  Infrastructure

Naturgy Energy Group SA Spain Fossil fuels

Neste Oyj Finland Fossil fuels

Nestlé Switzerland Food, beverage & agriculture
Nexans France Manufacturing

Nexity France Infrastructure

Novo Nordisk A/S Denmark Biotech, Health Care & Pharma
Pirelli Italy Materials

RELX Group Plc United Kingdom of Great Britain and Northern Ireland ~ Services

))))))))))))))))))))R)‘))))))))))))

REMA1000 Norway Food, beverage & agriculture

Rexel Developpment France Services

Saint-Gobain France Materials

Schneider Electric France Manufacturing

Siemens AG Germany Manufacturing

Signify NV Netherlands Manufacturing

Sopra Steria Group France Services

Stora Enso Oyj Finland Materials

Suez France Infrastructure

Telefonica Spain Services

TETRA PAK Sweden Manufacturing A (Timber)
The NAVIGATOR Company Portugal Materials A

thyssenkrupp AG Germany Services A

uBs Switzerland Financial services A

Unibail-Rodamco-Westfield France Financial services A

Unilever plc United Kingdom of Great Britain and Northern Ireland ~ Manufacturing A

UPM-Kymmene Corporation Finland Materials A (Timber)
Valeo Sa France Manufacturing A

Valmet Finland Manufacturing A

Veidekke ASA Norway Infrastructure A




9%

are currently using
climate-scenarios to
inform their business
strategy

PREPARING FOR A SUSTAINABLE
FUTURE : RESPONDING TO RISKS
AND OPPORTUNITIES

Disclosure driving action

In 2018 CDP's questionnaires were updated to

ask European companies to assess the risks and
opportunities they face from climate change,
deforestation, and water security challenges in
greater detail than in previous years. New sector
specific questions were also added to explore
material areas of impact that exist for certain types
of companies.

Another new addition this year was asking
companies to define the time horizons over which
they see risks and opportunities. Analysis of this
reveals quite significant differences in the perception
of what is considered to be short, medium and long
term, posing challenges to comparison.

For example, a full 40% consider that their short
term horizon extends beyond 2020 and could fall as
far out as 2025, whereas for 9% of businesses 2025
would be considered to be the long term. Although
these different perspectives are not surprising

as different industries work on different capital
planning and innovation cycles.

But despite some challenges with like-for-like
comparison between companies, updates to

the CDP questionnaires are helping to bring
disclosures into greater alignment with the TCFD
recommendations and hence catering to rising
investor demand for climate metrics with significant
financial relevance. In turn, it is expected that these
will receive heightened prominence and become
subject to higher levels of scrutiny.

Against this backdrop, and as suggested by the
TCFD, environmental concerns have become
firmly established as a board-level issue. Across
the overwhelming majority of reporting companies
there is governance responsibility held at board
level for climate (95%), forests (88%) and water
security matters (90%). On climate matters in
particular, over a third (35%) of organisations

have CEO oversight, and 6% of companies report
having a dedicated top level executive focusing on
sustainability, with a Chief Sustainability Officer or
equivalent.

Companies’ interpretation of short-, medium- and long-term horizons

100%
80%
69%
60% ——
40% ——
31%
22%
20% — 16%
9%
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Disclosing companies reporting
board-level oversight

Climate
change

95%

Water

90%

Forests

88%

In exploring how well European companies

are performing, this report evaluates in greater
detail than ever before the perception of future
opportunities and risks. In analyzing these
disclosures, it has been possible to take a deeper
look into how companies are building sustainability
into their longer term strategy and evaluate this
against the progress that is being made against
climate change, deforestation, and water security
issues. These are set out in turn below.

Responding to climate change

The TCFD recommendations set out guidance
for how companies should communicate their
material climate change risks and opportunities
in their mainstream financial filings. This advises
companies to take an iterative approach as their
understanding increases, moving towards being
able to provide robust quantification of financial
impacts once a greater level of understanding

is achieved.

Two-thirds (65%) of European companies

are already actively disclosing details of their
greenhouse gas emissions performance, as well as
their broader response to climate change, through
their mainstream filings. However, only a small
number of companies claim to be fully following
best practice recommendations, with 84 businesses
claiming to be in line with the Climate Disclosure
Standards Board (CDSB) Framework, and 44 that
have made full use of the TCFD recommendations.

Despite not following the framework exhaustively
at this point, many firms are implementing some of
the best practice approaches recommended by the

TCFD in other ways. In particular, 39% of responding
companies already claim to be using a scenario-
based approach to inform their corporate strategy
around climate change. A further 33% anticipate that
they will introduce this over the next two years. And
amongst those companies currently undertaking
scenario analysis, over half (57%) are using both
guantitative and qualitative elements within their
assessments. Four-fifths (80%) of companies
responded they see some form of climate-related
risks either happening already now or materializing
in the future.

Climate risks can be further split out to look at two
types of impact: the physical risks from a changing
climate and extreme weather event, which can
disrupt operations and supply chains; and the
transition risks from society's response to climate
change, such as policy and regulatory changes, the
development of new technologies and business
models, or changing consumer demand.

Respondents were asked to evaluate and categorize
their risks, describing the time horizons over which
they expect them to materialize and their potential
impact on the business. Four-fifths (80%) of
responding companies were able to identify some
form of climate-related risks that they face.

The most commonly cited risk was increased
operating costs as a result of climate-related policy
and legal changes, which was highlighted by over
half of responding businesses (52%). And 28% are
already seeing this risk occur, or expect it to hit them
in the short term.

Percentage of companies seeing at least one risk of the respective type in the

respective horizon (multiple selections possible)

Risk type Currently facing Short term Medium term Long term Any time horizon
11% 17% 26% 27% 64%
™ . s 255
23% 43% 59% 41% 80%




2%

of companies see
a risk of increased

operating costs as
a result of climate-
related policy

and legal changes

1%

see opportunities
In providing

products or
services to help
deal with
climate change

Percentage of companies seeing at least one risk of the
respective gravity (multiple selections possible)

respective type of the

Impact of magnitude Low Medium-low Medium Medium-high High
Physical risk 14% 20% 25% 18% 11%
Transition risk 25% 33% 38% 28% 18%
_ 32% 41% 48% 38% 24%

Significantly, where risks have been identified, a
quarter (24%) of companies identify that some of
these are at least “likely” to materialize and would
have a high impact' on their business. It is not
surprising that these perceptions differ between
industries, with certain types of business activity
being naturally more exposed to costly disruption.

The highest share of companies reporting at least
one high impact transition risk that is at least
“likely” to occur can be found in the fossil fuels
(42%), mineral extraction (41%) and transportation
services (40%) sectors. This would be expected in a
world that is shifting rapidly towards cleaner energy
sources, radically improved resource efficiency, and
advanced mobility solutions.

Conversely, the sectors most concerned with high
impact physical risks from climate change that
are estimated to be at least “likely” to occur are

food, beverage & agriculture (27%) and hospitality
(27%). This recognizes the fact that a changing
climate would be likely to reduce agricultural yields
and affect supply chains for perishable goods

(eg. through extreme weather events), as well as
potentially disrupting or depressing overall demand
for leisure and tourism experiences (eg. through
changes in weather patterns, degradation of
landscapes and ecosystems, etc).

There have also been apparent challenges for
disclosing companies in providing a detailed
evaluation of value chain risks. Whereas 70% of
companies highlighted risks faced by their direct
operations, only 18% identified risks relating to their
customer base, and just 11% to their supply chains.
This may indicate that many companies are still
mostly focusing their risk management efforts onto
areas where they have high levels of direct control,
which could prove to be a costly bias in the future.

Companies reporting at least one high impact transition risk that is at least “likely” to occur, by sector

Transition risks

Physical risks

Apparel 14% 0%
Biotech, health care & pharmaceuticals 16% %
Food, beverage & agriculture 20% 27%
Fossil fuels 42% 8%
Hospitality 27% 27%
Infrastructure 37% 20%
Manufacturing 19% 10%
Materials 36% 16%
Mineral extraction 41% 24%
Power generation 23% 5%
Retail 31% 14%
Services 20% 12%
Transportation services 40% 14%
All sectors 25% 13%

1 Throughout this analysis, “high impact” includes selections “High” and "Medium-High" in column “magnitude of impact”

Percentage of companies seeing at least
one opportunity of the respective type
occurring now or in the future

of companies saw an
opportunity in resilience

(V)
22%

of companies saw an
opportunity in markets

()
26%
of companies saw an

opportunity in energy
source

40%

of companies saw an
opportunity in resource
efficiency

71%
of companies saw an

opportunity in products
and services

In total, 85%

of companies saw an
opportunity occurring
now or in the future

Increased revenue through growing demand
for lower carbon products and services

Reduced operating costs through
efficiency gains and cost reductions

Improved competitive position to
meet changing customer demand

Increased revenue through new solutions
to climate change adaptation needs

Increased revenue through access
to new and emerging markets

Of course, at the same time as needing to
address climate change risks, many businesses
are identifying exciting growth opportunities in
providing the solutions to help tackle climate
change, or better adapt to its consequences. And
as many companies have already discovered
through their efforts to reduce emissions, there
are substantial bottom line benefits from taking
action to reduce energy use and become more
resource efficient. There are also well-established

reputational benefits from corporate sustainability.

In fact, the proportion of companies that has
identified positive opportunities resulting from
climate change is larger than the share of
companies that has identified risks (85% vs.
80%). Where opportunities have been identified,
these most commonly relate to developing new
products or services (71%), improving resource
efficiency (40%), and harnessing clean energy
sources (26%).

Looking across all sectors, power generation
companies are most optimistic in this respect,
with 82% seeing business opportunities with
high potential impact that are at least “likely” to
occur through helping to address climate change.
Unsurprisingly clean energy sources (50%) and
new products and services (50%) are seen to be
the strongest opportunities within that sector.
In other sectors improved resource efficiency

is seen to be of greater benefit for businesses,
with mineral extraction (41%) and hospitality
(33%) putting this as their top most beneficial
opportunity.

Top identified opportunities

N Current or short term

Other sectors are notably less positive about

their potential opportunities. Just 14% of apparel
sector companies see at least likely opportunities
with high potential benefits. Biotech, health care &
pharmaceutical businesses are also not especially
optimistic, with just 28% seeing the same.

But while it is generally good news that companies
are reporting elaborately on their climate-related
risks and opportunities, comparatively few
companies this year were either willing or able to
quantify and disclose the financial value at stake
from these.

In line with the TCFD recommendations, the
updated CDP questionnaires required companies
to provide a quantitative assessment, where

in previous years it was acceptable to provide
qualitative estimates. This would help meet
investor and regulator needs, allowing them to
quantify the embedded risks within portfolios
and manage these accordingly. The limited
ability or willingness of companies to provide
this quantified value highlights the need for CDP
to continue requesting these figures in future
disclosure requests and taking it into account in
scoring companies. This should help incentivize
progress and methodological development in this
area.

Medium term N Long term

26%

30



Sector breakdown of companies identifying likely opportunities with high financial benefits

Working to prevent deforestation

Countries where European

Aviva: Building a resilient corporate strategy based on an
understanding of climate-related risks and opportunities

The UK-based global insurer, Aviva, provides insurance, savings,
investment, and pension services to 33 million customers
around the world. With hundreds of billions in owned assets,
assets under management, and insurance liabilities, the
company needs to pay very close attention to risk. And this
includes the substantial risks posed by a changing climate.

In 2015 Aviva set out an ambitious five-year strategy for
addressing climate change through its business, which was

subsequently updated in 2016. This is built around five main
pillars: integrating climate risk into investment considerations;
investment in lower carbon infrastructure; supporting strong
policy action on climate change; active stewardship on climate
risk; and finally, divesting from companies not acting on climate
change.

This strategy has had a genuine impact, with Aviva playing a
leading role in helping to raise awareness around the impact
climate change could have on financial markets. Not only is the
company investing huge sums into infrastructure that delivers

emissions reductions, such as energy efficiency and renewable
electricity, it is also changing the behaviour of other companies
through its influence.

The insurer was one of the major investors backing a successful
shareholder proposal that required ExxonMobil to finally publish
details of how global climate agreements could affect its
portfolio. It has also put 17 companies that derive more than 30
per cent of their revenues from thermal coal onto a “STOP LIST”,
where Aviva is actively divesting from them after their failure to
respond to investor engagement.

Moving into the future, the company is using scenarios
developed in line with the recommendations of the Task Force
on Climate-related Financial Disclosures (TCFD) to evolve

and strengthen its corporate strategy. This is something

that leverages existing expertise within the business around
economic and natural catastrophe modelling, which means
Aviva has a very robust basis on which to make decisions
around overcoming climate risks and finding business value in a
sustainable, low carbon economy.

8%

have a procedure
In place to identify
and assess
deforestation risks

year 88% of respondents confirmed that they have
a procedure in to identify and assess forest-related
risks, and almost 80% highlighted at least one
forest-related risk in their risk assessments.

The risks that companies are most concerned by
relate to direct impacts on their business, such as
the availability of forest commaodities, incoming
regulations that may affect sourcing or costs, and
potential reputational damage from association with
deforestation. But firms also cite concerns over the
social and environmental impacts of their activities
on habitats and ecosystems.

Almost all respondents reported that they have
identified sufficient sources of sustainable materials
to meet their current operational needs, and that
they are actively engaging in capacity building
activities in the value chain to ensure the security
and continuity of this supply. However, this positive
story of leadership may not reflect the realities of
the wider market.

Products and - Resource Although there are very limited deforestation issues
Energy source Markets e Resilience efficiency within Europe, through the consumption of imported companies are most commonly

forest-risk commodme; (soy, palm oil, timber, sourcing forest-risk commodities
coffee, cocoa), Europe is responsible for a large

Apparel 14% 0% 0% 0% 0% 14% portion of deforestation abroad. Many businesses

Biotech, Health Care in Europe are also exposed to deforestation issues Respondents

5 PharrT,1a 7% 9% 14% 2% 12% 28% due tolthelr reliance on key fprest commodities sourcing
— particularly soy, palm oil, timber, cattle, and .

Food, beverage & rubber — which are often produced in regions where 36 B I

saraullione 10% 5% 20% 2% 10% 39% deforestation risk is a major concern. ra Z I

Fossil fuels 1% 18% 42% 0% 5% 55% Nearly 30% of all deforestation globally between 2 M I -
2001 and 2015 was driven by commodity a ayS I a

Hospitality 7% 13% 27% 0% 33% 60% production. And in Southeast Asia and Latin .
America the rate was in excess of 60% percent.?

Infrastructure % 12% 40% % 15% o4% This deforestation has exacerbated the pace of 27 I n d O n e S I a

Y 6% 7% 43% 2% 9% 50% climate change, as well as contributing towards loss
of habitats and biodiversity, and in some regions

Materials 9% 11% 34% 5% 23% 61% also increasing levels of water pollution and scarcity
in some regions.

Mineral extraction 24% 0% 12% 6% 41% 53%

, Beyond this, protecting and restoring global forests

Power generation 50% 18% 50% 5% 9% 82% is an essential element in efforts to address climate

Retail 149 3% 25% 0% 8% 36% change over the longer term, as these provide some
of the largest natural carbon sinks helping to remove  Only a quarter (25%) of companies identified as

Services 5% 8% 26% 2% 10% 36% carbon dioxide from the atmosphere. having a significant impact on forests are reporting

on their impact in this area, so the true picture may

Transportation - - - - - o Amongst the 83 European companies responding be quite different. Assessing the size of the gap

services to the forests questionnaire this year, there appears between market demand for forest commodities
to be a high level of awareness around the risks and the available sustainable supply will continue to

_ 8% 9% 31% 3% 12% 45% that deforestation poses to their businesses. This be challenging, at least until there is a higher level of

disclosure from a wider set of businesses.

On the opportunity side, four-fifths (80%) of
responding European companies identified
positive opportunities from taking action to tackle
deforestation. This included the perception that
improved sustainability could increase brand
value, help meet growing demand for sustainable
materials, open access to new markets, increase
sales, and support growth in the range of products
and services offered.

But beyond these business opportunities, few
respondents highlighted that sustainable forestry
could offer benefits to increase their resilience and
efficiency as a business, suggesting that more work
may be needed to increase awareness of some of
the wider benefits from sustainable forestry.

2 Curtis, PG, et al. (2018) “Classifying drivers of global forest loss". Science 361,1108-1111.
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Tackling water security issues

A majority of European companies admit that their
business models are highly dependent on water
availability and quality. Four-fifths (80%) claim that
having access to sufficient good quality freshwater
is either important or vital for their own direct

use, and two-thirds (64%) believe the same is true
in indirectly in areas outside of their operational
control. The scale of this dependence exposes the
risks that these businesses will face in a world with
greater water scarcity and degraded freshwater
quality.

Indeed, a fifth of European companies (22%)
reported suffering from some sort of water-related
issues in the past year, with a total estimated
financial impact of around €4 billion. Drought and
flooding are the most prominent of these, resulting
in serious disruptions to production capacity,
increased operating costs, and directly impacted
company assets.

As multinational businesses, these water-related
impacts have been felt around the world: from
droughts in the Cape region of South Africa
impacting agricultural supply chains; to heavy
rainfall and flooding in India damaging infrastructure
and shutting down manufacturing facilities; through
to dangerously high pollution levels in the Yangtze
river in China. The insurance industry is also facing
the costs of remedying damage, with premiums

in many industries rising to reflect more frequent
incidents of extreme weather.

A majority of companies (62%) have identified that
they face some sort of water-related risk, which
could occur in direct operations or the wider value
chain. The risks most commonly identified are
physical impacts, particularly water scarcity or
droughts and flooding.

A quarter of respondents also disclosed that

they are subject to regulatory risks, such as
tighter water discharge rules related to quality
and volume. For example, in some markets such
as India and Thailand, companies report that
they are now required to evaporate wastewater
instead of discharging it. And this results in
increased operational costs, due to additional
energy requirements for evaporation compared to
discharge.

Across the 183 European businesses reporting on
water this year, they assess a total financial value
at risk of €16.4 billion from water-related risks. A
number of respondents also reported difficulties in
providing a standalone figure to quantify their water
risk, suggesting that the true financial impact could
be far higher. And significantly, these companies
also assess that the cost of responding to their
water-related risks is around €6 billion, highlighting
that inaction could be substantially more expensive
than the costs of action.

Estimated financial values of water related risks and opportunities (€bn)

Total financial value at risk

Cost of response

Value of water -related opportunities

58

20 30 40 50 60 70

Companies also point to the fact that they have

a number of positive water-related business
opportunities, amounting to a total estimated
financial value of €58 billion. The most commonly
identified this year were improvements to water
efficiency (38%) including 34% resulting in cost
savings, opportunities to increase sales of products
and services (29%), and an increase in resilience
(15%).

Addressing more complex water risks and
opportunities can pose a particular challenge, as
issues frequently centre around an entire river
basin relied upon by multiple communities and
businesses. The ability for individual actors to make
a difference by themselves can be limited. Many
businesses in Europe are exposed to water risks
through their supply chain, or operations in regions
outside of Europe. In cases such as shortages in
the Rio Grande - relied on by Mexico and the USA -
these challenges can become politically charged.

However, some of these difficulties are
being overcome through collaborative
action and engaging with global supply
chains. For example, in Bangladesh the
IFC leads the Partnership for Cleaner
Textile (PaCT). This brings together
development funding and support from
some of the world’s large clothing brands
and retailers — including the governments
of Denmark and the Netherlands, and a
number of major European businesses

— helping transform approaches to water
and wastewater management across the
country’s textile industry:.

Solving these challenges also offers business
benefits beyond overcoming the more immediate

or obvious risks. Improving freshwater availability,
taking pressure off groundwater reserves, and
reducing pollution can benefit the health, wellbeing
and wider economic success of local communities
and ecosystems. In turn this can help local
industries to thrive, strengthening supply chains and
supporting sustainable development.

Galp: Unlocking the financial benefits from a
best practice approach to water efficiency
The Portuguese integrated energy company,
Galp, is a high water user at its industrial
facilities, resulting in substantial costs related
to both water and wastewater. As such,

the business has put a particular focus on
improving approaches to water use at its two
major refineries in Portugal: Sines in the south
of the country and Matosinhos in the north.

As well as working hard to implement best
practices approaches, the company has
invested in new technologies to allow for

the adoption of greater recycling and reuse
of water outputs. Over the course of the five
years through to 2017 the company was able
to increase levels of recycling and reuse by
21%, at the same time as reducing total water
consumption by 12%, and total wastewater
discharge by 10%.

In 2017 Galp recycled or reused more than 1.5
million cubic metres of water, which represents
around 14% of all water consumption across
the company. This is resulting in real financial
savings each year, amounting to in excess

of €300,000 at Sines and almost €500,000

at Matosinhos. Importantly, it also helps to
cut energy costs and reduce greenhouse gas
emissions, due to the fact that less energy

is required for the withdrawal or water or
treatment of wastewater, strengthening the
overall business case for action.
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FEATURED CASE STUDY:
LOREAL

N

It is an honor for L'Oréal to be the first and only
company in the world to be awarded a triple ‘A’
score by CDP for the third year in a row.

With our program ‘Sharing Beauty with All’,

we are transforming every aspect of our

value chain. Firstly we want 100% of our new

or renovated products to have an improved
environmental or social footprint by 2020 and
have already reached 76% of our target in 2017.

In terms of sustainable production, in 2017 we
achieved a 73% reduction in CO, emissions on
2005 levels — exceeding our target of -60% by
2020 — while our production volume increased
by 33%. We have validated our science-based
targets and committed to decrease our CO,
(Scopes 1, 2, 3) emissions by 25% by 2030 with
a 2016 base year, with the aim of powering all of
our sites with 100% renewable energy by 2025.
We are also taking action to cut water and waste
impacts of our production by 60% by 2020.

Concerning our commitment to “zero
deforestation”, we are working at securing a
traceable and sustainably certified sourcing
of commodities such as paper and cardboard
for packaging, soy and palm oil in close
collaboration with suppliers and NGOS.

By 2017, we had helped 53,505 people from
underprivileged communities find access to
employment. We integrate sustainability to
enhance our suppliers’ environmental and
social policy and we want all our brands to
help raise consumers’ awareness of living
sustainably by 2020.

At L'Oréal, we see sustainability as the only
possible way forward in the 215t century. It is
what our consumers will expect more and more
in the future and this is why it is fully integrated
into our mission of bringing beauty to all.

Jean-Paul Agon
Chairman and Chief Executive Officer, LOréal

© Alain Buu pour L'Oréal

BUSINESS PERSPECTIVE: JEAN-LOUIS
CHAUSSADE, CHIEF EXECUTIVE OFFICER, SUEZ

Projects integrating
extra-financial
performance into
their business
model must be
promoted through
the earmarking of
new investments
and the creation of
innovative financial
tools indexed to
the completion of
environmental and
social objectives.

The purpose of the circular economy is to adapt to

climate change.

Companies must increasingly demonstrate
exemplary environmental and social leadership as
they face the growing consequences of climate
change, increased pressure on natural resources
such as water or raw materials, and the crisis in
citizens’ confidence towards governing institutions.

In the water and waste industries, adapting to
climate change implies a transformation of the
entire value chain. This new model has a name:

the circular economy. It provides an answer to the
waste crisis, as waste must be recovered to avoid
an unprecedented environmental disaster, and to
the water crisis, as conflicts regarding the use of
water are expected to multiply by 2030 due to global
warming. Indeed, the latest IPCC Special Report

on the impacts of global warming of 1.5°C above
pre-industrial levels highlights the higher risk of
water stress if we do not deviate from the emissions
trajectory that we have taken since the beginning of
the industrial era.

The circular economy constitutes the change in
paradigm required to face the challenges of the 21st
century. More than a necessity, this transformation
is a duty to future generations. We must ensure at all
costs that our children will not have to endure overly
dramatic climate disruptions that would lead to
generalized food shortages or to the destruction of
inhabited areas. It is also essential to hand to them
a model of society in which the wealth we create is
shared in the most equitable way to guarantee them
decent living standards.

Because it prevents waste, reduces pressure on
resources, and protects the environment from new
damage, the circular economy can avail itself to
maximize the value generated by economic growth.
According to an Accenture report, the potential

for wealth creation in the circular economy could
reach USS$4.5 billion by 2030. Governments and
companies must work hand-in-hand towards the
fairest possible redistribution of this value, to spare
the feelings of discouragement and frustration
that can breed from the environmental transition’s
constraints.

More than 30 French companies have gathered
together in a SUEZ-led working group on the circular
economy at the French Association of Private
Enterprises (AFEP) to support this transformation.

It has resulted in the release of more than 120
voluntary commitments taken by a wide range of
companies, with the aim to evaluate their resource
flows, to identify opportunities linked to waste
recovery and to formulate dated and quantified

targets. On an international level, the United Nations'
Pathways to Low-Carbon and Resilient Development
platform has identified "Ambition Loops” or positive
feedback loops in which bold public policies and
voluntary private commitments are mutually
reinforcing to take the ambition of states to the next
level and to catalyze action of the private sector.

The circular economy constitutes an untapped
source of climate solutions, such as the substitution
of fossil fuels with solid recovered fuels or with
biogas produced from waste, the use of secondary
raw materials in industrial production processes,
and the consumption of alternative water produced
from treated wastewater for irrigation purposes, or
from seawater in areas under water stress.

SUEZ's activities are at the crossroad of material,
water and energy flows. It gives the group a specific
role to support the environmental transition of

cities and the industry. During COP24 in Katowice,
our company received the Momentum for Change
award of the UNFCCC for the transformation of
Santiago de Chile's wastewater treatment plants into
biofactories, in which the circular economy rationale
is pushed to its limits through the maximization of
synergies between the different resource flows: the
goal is to achieve carbon neutrality, energy self-
sufficiency, and zero waste by 2022. This project
will have a positive impact on residents, companies
and farmers of the region, as they will benefit from
alternative resources such as natural gas and

green electricity for urban heating or compost for
agriculture.

Projects integrating extra-financial performance into
their business model must be promoted through the
earmarking of new investments and the creation of
innovative financial tools indexed to the completion
of environmental and social objectives: the CDP
questionnaires provide companies with the essential
indicators to guarantee them sturdiness and
credibility in their transition towards a circular and
low-carbon economy.
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The corporate
environmental data
CDP collects forms
the backbone of the
responsible investing
market — without this
data, investors wouldn't
have the information
they require to offer
ESG products and
services. At CPR
Asset Management,
we believe that the
integration of ESG
data into investment
processes generates
value in the long term.
We need to know how
exposed a company is
to environmental risks
and their long-term
strategy for the low-
carbon transition, in
order to identify future
market leaders.

Tegwen Le Berthe | l

Head of ESG Development
at CPR Asset Management

HOW ARE FINANCIAL MARKETS
USING CDP DATA AND SCORES?

In 2018, CDP received the most requests from investors for
data. This is in line with figures published by Eurosif where,
among other indicators, ESG integration and engagement,
as well as voting investment strategies, registered close to
a 20% increase in 2017 compared to 2015 (4 and 5 trillion

euros of assets managed).®

Global CDP investor signatories and members
number 656 and 67 respectively, with 87 trillion
USD of total assets, of which one third are in
the EU. This constitutes a solid base of partners
working with CDP on two levels: data analysis
and education.

CDP’s investor signatories and members access
corporate environmental data directly from

the CDP website, and actively participate in
educational sessions to understand how to
utilise the granular data available. Integrating
ESG data into investment processes is becoming
mainstream and it is set to rise further in 2019,
as aresult of TCFD-compliant data points now
included in CDP questionnaires.

Euronext® CDP Environment France

The Euronext® CDP Environment France is an
equity index created, calculated and published
by Euronext for the exclusive use of Goldman
Sachs. Launched in September 2018, is the first
equity index to use the three CDP thematic scores
of climate change, water security and forests.
The main objective of this index is not only to
create the incentive for companies to disclose
environmental information, but also to improve
overall performance across the three themes.

Euronext calculates an environmental score
based on a company's average score across the
three themes. If a company has not been asked
to participate in one or more of the themes, the

average will be calculated on the remaining themes.
The index is composed of the 40 best environment

grades amongst the 100 largest companies in
France, measured in market capitalization. The
composition of the index is reviewed annually,

and the weighting of the constituents reviewed

quarterly. The index is available for institutional and

retail investors through structured products called
Autocall created by Goldman Sachs.

CPR INVEST: Climate Action Fund

In December 2018, CPR AM, subsidiary of the
largest European asset manager Amundi, launched
CPR Invest — Climate Action in collaboration with
CDP. The fund invests in global equities with a

core strategy based entirely on climate action. The
investment philosophy sees that companies have a
pivotal role in ensuring that global temperature
goals are met. All companies in all sectors and in
all countries are considered in the starting universe
of investable companies, the MSCI World Index
(2750 stocks).

Three cumulative levels of exclusion filters are
applied: CDP scores and Science Based Targets
initiative data, ESG ratings at different levels of
granularity based on Amundi ratings and high ESG
controversies through a RepRisk indicator. This
methodology leads to a final eligible universe of
investable companies and to an advanced solution
to manage climate-related risks of investments
and possibly support the transition towards a low
carbon economy.

STARTING UNIVERSE

MSCI WORLD AC*
~2750

CDP SCORING & SBT
~740

CONTROVERSIES

ELIGIBLE UNIVERSE
700

Source: CPR AM, as of December 2018
*Constraint of market cap (>500m$) & volume (>1m$)

3 http://www.eurosif.org/wp-content/uploads/2018/11/European-SRI-2018-Study.pdf
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New Derivatives on STOXX Low Carbon and

Climate Indices

Eurex, the largest derivatives exchange for European
Futures and Options, launched futures on a low carbon
version of the EURO STOXX 50® and climate impact
version of the STOXX Europe® 600, providing asset
owners with a new liquid tool to manage climate risks
in their investment portfolio. The EURO STOXX 50®
Low Carbon has a similar risk-return profile as the EURO
STOXX 50® while lowering the carbon footprint by
approximately 50%.

The STOXX® Europe Climate Impact is based on CDP
climate scoring methodology, including forward-looking
metrics such as carbon pricing and science-based
targets. Companies from the STOXX® Europe 600 are
selected according to CDP A scores (“Leadership score”)
and CDP B scores (“Management score”), and their
progress towards transitioning to a low carbon economy
is evaluated on a yearly basis.

CDP’s 2018
disclosure
request in
Europe was

backed by
301 investors

with assets of
USS$41 trillion

Stoxx® Global Climate Change Leaders index.

From 19/12/2011 to 25/01/2019, the Stoxx® Global Climate Change Leaders index
outperformed the Stoxx® Global 1800 index by 5.5% per annum

—— STOXX® Global Climate Change Leaders EUR (Gross return)
——— STOXX® Global 1800 EUR (Gross return)
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1. The index is price weighted with a weight factor based on the free-float market cap multiplied by the corresponding Z-score carbon mtens:ty factor

of each constituent. Components with lower carbon ii ities are over

Compared to the STOXX Global 1800 Index in the period from 19/12/2011 t; 25/01/2019.

For more information about the CDP Investor
Program, including the benefits of becoming a
signatory or member please visit:
http.//bit.ly/2vvsrhp.
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Data from Dec. 19, 2011 to Jan. 25,2019

d, while those with higher carbon emission are under

To view the fu