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Agenda

N Introduction to CDP’s work on water
N Rationale and approach to CDP’s water scoring
N Deep dive into key aspects of the methodology

» Establishing a leading approach to water risk assessment - how can we measure it?

» [nvestors want confidence that you are mitigating your water risks - how can we measure and
communicate this?

» Leadership criteria - What defines a leader now and what would we expect to be the normin 5
years?

N Summary of the whole
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CDP

A not-for-profit that has pioneered and Y CARBON ACTION
provides the only global natural capital
disclosure system for companies and cities
to measure, manage and share vital

environmental information. Y CLIMATE DISCLOSURE
STANDARDS BOARD

Y FORESTS

YQCITIES

Y CLIMATE CHANGE

REFUKIERK SERVICES

A critical role in driving a transition
sustainable economies. Y SUPPLY CHAIN
Y WATER
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Presenter
Presentation Notes
By working with investors, companies, and governments, CDP drives environmental action that will deliver a sustainable economy, prevent dangerous climate change and protect natural resources.

CDP enables these market forces to minimize risk and identify the cost savings and financial opportunities created by measuring, managing and reducing impacts on the environment and natural resources.



CDP operates on behalf of investors and purchasers

Information Authority
/ “‘CDP/
Informatlon

Authority

Corporations
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Investor interest in water is rising

Water 2014

573 investor signhatories

US$63 trillion In assets
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CDP helps stakeholders find the answer to critical question

How resilient Is a business in the face of
water challenges?
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Water issues are poorly understood in many businesses

N Some companies clearly recognise water as an issue, but too few recognise its importance or
understand the risk drivers:
» Regulatory (or lack of regulations)
» Reputational
» Physical

N Too few companies disclose meaningful or comparable water data as part of their (CSR) reporting

N The immediacy of risks is underestimated

= Water shortages and restrictions in licenses to operate may not be as far away as some companies
think
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Targeted industry sectors
include:

2,600 target companies in 2014
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Presenter
Presentation Notes
FTSE100 and Japan 100 are new expansions in 2014
Europe, Latin America, China and India will be delivered in 2015 subject to funding


CDP water information request

COF Waer Dtaciomurs 304 3 inkermtion Requart

N Drive greater transparency and make meaningful reporting on
water standard corporate practice globally

CDP Water Disclesurs 2013 Information Requast

N Facilitate informed decision making and promote better ——
understanding of water risk TR T,
emereh i o 5 e el b
. i e g 3 S w2 i e e 8 AT e s £t
N Promote more competent and robust governance and action on i e b e i b
: i e el o e M o P s e o e
water issues s
N Incentivize sustainable, long-term thinking, action and business e R e e T

N Support and accelerate the development of standard water
metrics and performance benchmarks
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CDP provides a transformative process
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Multi-
stakeholder
information

gathering

Establish
systems and
take action

Answer
formulation and
submission
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Presenter
Presentation Notes
CDP provides a transformative process


Realizing the true value of water

Business Licence to

continuity operate
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Investors recognise transparency as leadership

ICCR uses CDP’s water data to understand
companies’ water-related risk exposure and water

stewardship opportunities.

Interfaith Centre for Corporate Responsibility
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Investors recognise transparency as leadership

Companies that respond to the questionnaire
signal to our investor coalition that they are
strategically measuring and addressing water

related risks.

Interfaith Centre for Corporate Responsibility
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CDP is not just about disclosure

Driving good Catalyze effective

Driving excellent action on water

disclosure stewardship

performance
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Our work is having an impact and changing behaviour

2011 to 2013

N 20% increase in proportion of respondents reporting exposure to water-related risks with potential to
have substantive business impacts

N 50% increase in proportion of respondents engaging on water across their supply chain

N 18% increase in proportion of respondents able to identify linkages or trade-offs between water and
carbon emissions in their operations or supply chain
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It’s time to keep score on water

N Facing increasing corporate and investor demand for scoring
responses to:

O Catalyse changes in corporate behaviour

O Provide insights into the characteristics, good practice and
common trends among companies on water stewardship

O Provide objective feedback to each responder
O Provide a useful benchmarking metric for investors

N CDP wants to separate the rhetoric from the reality to catalyse
greater corporate water stewardship
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Introducing water

scoring
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Water scoring: background

N In 2014 we are launching our pilot water scoring methodology

N Scoring
provides feedback
facilitates engagement

drives action

N Private pilot in 2014, roll-out 2015
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Presenter
Presentation Notes
It has been CDP’s intention to score responses to our water questionnaire ever since the program began in 2010. 

Scoring is an important feedback tool, and it will help CDP to engage with companies, and to drive action on water stewardship.

CDP has been scoring its climate change questionnaire since 2008

In October 2012, we committed to developing a water scoring methodology that would drive greater disclosure and incentivize corporate action on water stewardship. This work began in earnest in early 2013 with the refinement of our questionnaire. 

It will continue throughout 2014 while we will test and refine our water scoring methodology. 

We intend to roll scoring out to all responding companies in 2015 (subject to funding)

CDP is piloting water scoring during 2014 with a selected group of companies (global 500 and members of some of our programs), who have been contacted and invited to participate. 
This years results will be confidential, and only shared with those companies in order for them to give feedback on the methodology.  The pilot responding companies will be contacted directly regarding the feedback process. 
Participating 2014 pilot companies should respond by 30th June in order to be scored. 


Why score?

N Drive behaviour change

N Improve data quality and reliability
N Recognition

N Benchmarking

N Education
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Presenter
Presentation Notes
Water issues are challenging to tackle. As both the G500 and south Africa reports show. While some companies have made progress, others know that water issues are relevant but don’t know where to start to manage them. Others aren’t aware of how water relates to their business. Too many are focussed on their own operations, and don’t look outside to their supply chain or the local context.

Scoring is a tool to drive behaviour change to improve performance on corporate water stewardship


 Improve the quality and reliability of data disclosed
From our experience, we know that scoring is an important motivator for companies to provide the data which investors are looking for. It makes our data more useful to investors, and allows us to communicate what’s happening now to companies.

 Recognition -  innovation and best practice are noted and rewarded where they exist
If companies have already implemented good practice with regard to water the score recognises this. 

 Benchmarking – for responders and data users
Results show both responding companies and investors how a company is performing in relation to its peer group. There is a wide spread of performance on water, the scoring reflects this

 Education – water stewardship is an emerging field and many companies need more information on what steps to take
Score breakdowns into categories and levels show companies what actions they are doing well on, and where they can improve. We need to reflect existing best practice back to the marketplace


Water scoring principles

N Universal
N Fair
N Effective
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Presenter
Presentation Notes
 The scoring should be applicable to all participating companies in the CDP water program; therefore, applicable across multiple geographies, sectors, and business models without giving advantage or disadvantage to companies because of where or how they operate

 The scoring should not penalise companies for their inherent exposure to water risk

 Effective; The scoring should incentivise recognised water stewardship best practice, stewardship detail may not be known but the fundamentals are. We recognise the fundamentals.�
 The scoring should be applicable to companies at all stages of the stewardship journey





Scoring water: challenges

N Local

N Emerging
N Evolving

N Complex
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Presenter
Presentation Notes
 Water is a highly specific and local issue: each river basin is different 
 Water management best practice is still emerging – no  agreement on standards and companies range from clueless to expert
 Best practice strategies are both evolving and context specific, with few being universally applicable (at least at the corporate level)
 Water is complex: links between water issues and business impact may not be clear or direct
 

Climate change and water issues are interconnected, but there are fundamental differences in how they impact and how we can tackle them. This has implications for the development of the water scoring methodology.

Climate change is global, water is specific and local 
A ton of carbon has the same impact on the global climate system no matter where it is emitted. A ton of water has a different economic, environmental and social value and impact depending on where it is located – in fact multiple values to different stakeholders

 Climate change management practice and accounting is mature, water management best practice is still emerging
A set of accepted standards and practices for measuring flows of GHGs, and for reducing emissions is now in place. The same degree of standardisation has not yet happened in water management.

 Climate change actions are much more universally applicable than water stewardship actions
CDP scoring methodologies aim to be applicable to all sectors and geographies. Cutting GHG emissions helps prevent climate change anywhere on the planet. Depending on local context and its particular water issues and impacts, reducing water intensity, cutting pollution, collaborating to improve access to sanitation or improving watershed governance could be the best course of action.

We’ve taken these differences into account when we developed the scoring methodology.

Will necessarily look more at process and strategy than climate change scoring

While we don’t have universal metrics for water stewardship, good management practice is applicable everywhere. We can ask if a company has assessed and is managing its risks, if it has a detailed understanding of how it interacts with water within its company boundary and in the watersheds it operates in, whether it has appropriate governance structures in place.



Therefore, at this stage CDP water scoring will emphasise
management policies, processes and strategies at the corporate
level over specific, local water risk management
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Presenter
Presentation Notes
Right now, we are focussing more on IF you are doing something, not WHAT you are doing


Stewardship scoring levels

Leadership

* Implementing
current best
practice

Management

» Taking co-
ordinated action
on water issues

Awareness

» Knowledge of
impacts on, and
of, water

Disclosure

* Transparency
about water
issues
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Presenter
Presentation Notes
Water responders will be scored across 4 levels, each focussing on a different aspect of the CDP water response. The levels are Disclosure, Awareness, Management and Leadership. They represent the different stages a company moves through on its journey towards water stewardship. The results will be communicated with the level that the company has achieved. This will give an indication of the actions the company needs to focus on next in order to progress towards being a better water steward.

Disclosure measures the completeness of the company’s response.

Awareness measures the extent to which the company has assessed water issues, risks and impacts in relation to its business. It does not measure action.

Management measures the extent to which the company has implemented actions, policies and strategies to address water issues.

Leadership looks for particular steps a company has taken which represent best practice in the field of water management.

The first level is Disclosure. Every question has disclosure points available for answering it and every responding company will be scored on disclosure. 
The other levels (Awareness, Management and Leadership) will only be scored if the company has achieved a minimum score on the previous level. 

The need to pass the threshold (provisionally set at 50%) in order to be scored on the next level is because each forms the foundation for the next;

Disclosure, or transparency should be established early and then maintained
Awareness ensures that the company has taken steps to identify which water issues are most relevant to its circumstances, to enable it to identify appropriate actions to take
Management identifies that this action is taking place within a strategy and policy framework
Leadership builds on management to identify a selection of best-practice actions

Each company will have an individual approach to managing water impacts and mitigating risks  depending on their situation, but all of these steps should be in place. 
Although we are representing the levels as consecutive steps, the journey towards good water stewardship must also be an iterative process, cycling back through all of these levels as progress continues. 
Each year a company would ideally strive to improve within all levels, rather than ‘complete’ one level before proceeding to the next. 

The result will give a clear picture of what a company’s current position is with respect to water issues and sustainable water management, and importantly, what action to focus on next.


Score distributions

(White cells in the table are not

Disclosure

Question Scoring / % Awareness Management
Number |Module weighting scoring scoring

WO Introduction 3%

w1 Current state 7%

W2 Risk Assessment 16%

W3 Risks 21%

W4 Opportunities 6%

W5 Accounting 22%

W6 Governance & Strategy 9%

W7 Compliance 9%

W8 Targets & Goals 4%

W9 Sign-off 1%

scored)
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Presenter
Presentation Notes
This table illustrates which modules in the water questionnaire carry points for the four different levels. As you can see, only disclosure carries points for every question.

The percentage weighting of the numbers of points in each module is shown for disclosure. The numbers of points available across each module have been weighted according to their importance to data users, and in general there are more points available for questions which require more data points. Accounting, Risks and Risk Assessment carry the heaviest weighting, as these are the areas which data users (i.e. investors) use most.

Awareness points are available for questions which ask whether water impacts and issues have been considered to some extent within the organization.  Awareness points are not awarded for questions which require companies to have taken action, so there are no awareness points available for the Governance and Strategy, Compliance, or Targets & Goals modules.
 
Management points are awarded where actions are reported that represent good water management. However, the scoring methodology does not yet measure the materiality or effectiveness of these actions with respect to the company’s circumstances.

Leadership points are awarded where companies have provided specific answers that demonstrate current best practice in some areas of water stewardship. 

Companies will not be penalised in the scoring for being inherently exposed to water risks, or for not having business opportunities related to water. For this reason there are no management or leadership points available for these questions. 

Compliance poses difficulties for scoring as regulatory regimes are not equivalent around the world. While regulatory compliance is desirable, it does not always indicate good management. If a company has avoided sanctions because it operates under a lax regulatory regime, it should not be awarded more points than a company which may have an equivalent level of performance but has been fined under a much stricter system. For this reason, this question is only scored for disclosure in 2014.




Getting to know the CDP scoring methodology principles
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TRUE OR FALSE?
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Presenter
Presentation Notes
This is an interactive session so rather than have me talk any more I’d like to offer you the opportunity to apply some of what I’ve talked about.

I have a series of statements about the CDP scoring methodology which are either true or false. Firstly, please introduce yourself to your neighbours  in the row.

Now, for the next five minutes, you have the opportunity to discuss whether you think the statements are true or false, based on the background and principles you’ve just heard. When the five minutes are up, we’ll do a show of hands on what you think and then we’ll show you the answers.

Remember the key principle is that the scoring methodology has to apply equally to all companies.

The aim of this is to introduce some of the challenges we faced when developing the scoring methodology, before we move in to taking your thoughts on the challenges we have identified.


CDP Scoring — True or False?

1. CDP water scoring will reward companies that use little water

2. CDP water scoring incentivises managing water at the corporate level

3. Companies will score zero points if they disclose to CDP that they
have not evaluated water issues

4. Companies exposed to high levels of water risks will get lower scores
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Presenter
Presentation Notes
5 minutes strict to discuss

We’re not asking you if you think we’re right or wrong, but what out decision on each of these issues was (you can tell us why we’re wrong later)

I’ll ask you to feedback by a simple show of hands, we’ll go through everything and then take any questions afterwards so we don’t overrun (I’m sure you will have a lot to say).


CDP Scoring — True or False?

1. CDP water scoring will reward companies that use little water
FALSE

Rationale:

Water stewardship is about more than just water quantity, or the volume of
water withdrawals

Volumes of water used depend a great deal on sector — we can’t compare an
aluminium smelter with a semiconductor manufacturer
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CDP Scoring — True or False?

2. CDP water scoring incentivises managing water at the corporate

level as well as at faclility level

TRUE

Rationale:
Water management at the facility level is important, but needs to be co-

ordinated at the corporate level to control the organisation’s overall risk
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CDP Scoring — True or False?

3. Companies will score zero points if they disclose to CDP that they

have not evaluated water issues
FALSE

Rationale:
Companies will score Disclosure points for being transparent about the fact that
evaluations have not been completed. Transparency is an important step and

we want to incentivise it.
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CDP Scoring — True or False?

4. Companies exposed to high levels of water risks will get lower

scores
FALSE

Rationale:
Companies should not be penalised for their inherent risks linked to their
business model, geography or any other factor. Rather, CDP wishes to

incentivise taking action on these risks
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CDP Scoring — True or False?

1. FALSE CDP water scoring will reward companies that use little water

2. TRUE CDP water scoring incentivises managing water at the corporate level as well
as at facilities

3. FALSE Companies will score zero points if they disclose to CDP that they have not
evaluated water issues

4. FALSE Companies exposed to high levels of water risks will get lower scores
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Questions?
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Summary

N Questionnaire, scoring and data are CDP’s tools to drive water
stewardship
N Scoring methodology is universal, fair and effective

N Current methodology is the pilot version
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Presenter
Presentation Notes
 Questionnaire and scoring are CDP’s tools to drive water stewardship
 Scoring methodology is universal, fair and effective
 Current methodology is the pilot version 



Workshop
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Presenter
Presentation Notes
What we’re doing – 3 questions
1.5 hrs – 30 mins each question

Pilot year – we are collecting feedback as part of the consultation
You can feedback via website if you 

Now you have a better idea of what we are/not doing, basic principles

We’d like to involve you, have an opportunity as we have most enagaed cos, best expertise in the world, we want to use opportunitu to engage with you on the challenges we face going forward#

We will present you with 3 key questions which we think are crucial going forward

These are the 3 questions; 30 mins on each one to collect your thoughts and main discussion points




ODbjectives of the session

N We’'re not expecting an

answer, just to be pointed in

the right direction
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Mapping matrix

Blocks

®

NO HAY
PASO

Enablers

Dead ends

Areas to explore

1 Y

284 km ]

PUCUSANA 8 km™=p
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http://www.simonfree.com/images/photogallery/origional/01604_irony_1440x900.jpg
http://www.beagleybrown.com/wp-content/uploads/2010/10/DSC02770.jpg

1. Establishing a leading approach to water

risk assessment: how can we measure It?
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Mapping matrix: a good risk assessment

Blocks

Enablers

Dead ends

Areas to explore
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2. Investors want confidence that you are

mitigating water risks: how can we

measure and communicate this?
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Mapping matrix: efficacy

Blocks

Enablers

Dead ends

Areas to explore
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3. Leadership criteria: what defines a

leader now? What would we expect to be

the norm In 5 years?

www.cdp.net | @CDP




Mapping matrix: leadership

Blocks

Enablers

Dead ends

Areas to explore
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Thank you!

respond@cdp.net
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