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About Corporate Citizenship

« Global management consultancy

specialising in sustainability and corporate
T Understand the Create a resilient
responsibility. e strategy

« Established in 1997.

« Teams based in London, Melbourne, New
York, San Francisco, Santiago and Singapore.

. . . Measure
We help companies to achieve their impacts &

commitments to responsible business. improve

performance

«  Worked in more than 45 countries.

 Published more than 40

“Corporate Citizenship helped us to

. .. s Py ; .
 Host regular sustainability and CR events, Sl o understand the issues, anficipate
webinars and seminars. AR what's next UHd realizgthe

Q=5 opportunities for growth.”

Undever - Global VP, Sustainable Business
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Agenda

 How the CDP response can be used more effectively both within organisations
and externally to engage investors?
James Hulse, Head of Investor Initiatives at CDP

 How CSR and sustainability teams can work more effectively with their
colleagues in investor relations — CC’s Long Term Value Project
George Blacksell, Senior Researcher at Corporate Citizenship

« How some investors are already using CDP climate change data to inform
decision making and sirategy

George Birch, Analyst, Governance and Responsible Investment, Henderson
Global Investors

- Q&A
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How CDP response
can be used to
engage Investors



Understanding how to
use your CDP response
to engage stakeholders

November 24, 2016
James Hulse

Head of Investor Initiatives
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Internal stakeholder engagement

N 88% of companies report opportunities related to the sustainable production
or sourcing of forest-risk commodities.

N An increasing number of companies are using an internal price on carbon in
order to decide how to allocate their resources.

N 62 companies have demonstrably “decoupled” emissions growth from
revenue growth. These companies have dramatically outperformed the rest of
the sample in financial terms.

N CSR teams, procurement teams, IR teams, management teams all involved

IWCDP
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Internal stakeholder engagement

N Financial savings
N Better understanding of and collaboration between different teams
N Positive PR from top grades, improvement

IR teams spending more time understanding CSR/sustainability teams

www.cdp.net | @CDP Page 9 Q}‘CDP
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Case study: Ford Motor Company

Ford Motor Company has set a target to
reduce water use in its manufacturing
operations by 30% per vehicle from 2015-2020.

Company shares best practices with its
suppliers through the Partnership for a
Cleaner Environment (PACE) program.

Ford’s employees are also engaged via a
program that will award up to $500,000 to
community service projects identified by
employees.

www.cdp.net | @CDP Page 10 CDP
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Investor use of CDP data

N ESG rankings and analysis by service providers such as MSCI, TruCost
N Proxy voting advisory companies
N Index providers, eg Stoxx low carbon indices

N Shareholder resolutions, eg Aiming for A; 30 resolutions filed in US mentioning
CDP disclosure or research

N One-on-one company engagement

N Direct investment decisions

www.cdp.net | @CDP Page 11 Q“CDP
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Case study: sell side research

Morgan Stanley
Power Generation Utilities
Navigating Global Water Risk -

Sustainable Insight

\ CAPITAL MANAGEMENT

Linking Climate Engagement to
. Financial Performance:
An Investor’s Perspective

EurizonCapital

Metals & Mining: a sector under water pressure
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Case study: CDP sector research

Company production split by hydrocarbon In the pipeline: “‘ P
- Which oll and gas companies are preparing  smwessascoes
s for the future?
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Case study: Church Investors Group engagement

Engagement conducted over the past three years by CCLA and EIRIS for the Church
Investors Group (CIG) has been shown to have helped 32 FTSE 250 companies improve

their CDP Performance Grade.

FTSE 100 laggards were also identified (companies scoring lower than a C grade) and
contacted each year via a letter to senior management and IR teams.

To achieve a C grade a company must disclose a significant amount of information in
their response to the CDP and be able to demonstrate positive action on climate change
(for example setting and meeting companywide carbon reduction targets).

www.cdp.net | @CDP Page 14 i : CDP
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Investor quotes

Comprehensive, consistent and accurate information is vital to
our ability to effectively measure companies’ exposure to
climate change and management of the challenges and
opportunities it presents. CDP remains a key source of

information for us as we continue to build our analysis in this
Jil[o}

Andrew Howard, Schroders

A\ |
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Investor quotes

The CDP data helps us to determine the quality of an individual
company’s management response and is a factor in our overall
buy, sell and hold decisions. When necessary we make specific
recommendations for change. At Aviva Investors we take this
very seriously as the average length of time we hold a stock is for
six years, which is longer than most companies long term
strategy. At one extreme, if such a company had not even
bothered to respond to the CDP, then we tell them that unless
this changes, we may vote against the report and accounts at
the company’s next AGM. This is proving quite a successful
sanction.

Lord Sharman, Chairman, Aviva Group

A\ |
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Investor quotes

CDP is a valuable partner in evaluating climate change
leadership. Most important for us, the annual CDP Climate
Change survey offers a wealth of quantitative and qualitative
information on climate change practices. The survey creates a
foundation for ranking companies on climate change leadership,
and we focus on the areas of operations management, supply
chain management, product development and innovation, and
corporate governance. Combined with our view of investment
attractiveness, what results is a diversified global equity portfolio
of quality companies that contribute to a more sustainable
future

HSBC Global Asset Management I

A\ |
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Collaboration with IR and CR:
CC’'s Long-Term Value Project



Investors are paying attention

Morgan Stanley and Bloomberg Survey
Finds Sustainable Investing Has Enterec
the Mainstream

Bloomberg S
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But, there is disconnect...
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Long Term Value Project
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Recommendations

Recommendations

We haveidentified two enablers to bridge the intemal and extemal disconnects -
CollaborationbetweenIR and CR teams: Content creationby CRand IR teams:

- Createaninvestor ESG queryregister and - Build a compelling long-term value strategy that
collaborate to respond to questions raised by can becommunicated to investors (and other
investors stakeholder audiences), outlining how sustainability

and ESG performance contributes to superior

- Develop dedicated material on ESGrisks and ‘ o
financial performance and competitive advantage

opportunities that canbe used reactively with
investors - Createand execute a proactive communication
and engagement strategy including both
mainstream and sustainable and responsible
investors

- Define metrics to articulate how sustainability adds
value to the business to achieve leadership buy-in
and support for defining the company’s long term
value creation strategy - Reportconsistently on a set of robust set of ESG

- Work together onrelevant ESG indices eg. CDPand KFis andmetrics

DJSI

The diagram on the next page presents how these enablers help companies to move toward
systemic ESG integration.

CORPORATE
CITIZENSHIP




Tools to bridge the disconnect

WCDP | ¢
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Collect Compile Review
information || respons response

Dow Jones
Sustainability Indexes

90) Request Demo

ENVIRONMENTAL, SOCIAL AND GOVERNANCE DATA

GREEN BONDS

FINANCING A SUSTAINABLE FUTURE

12) Docur

iird Party Da ENVIRONMENTAL
13) Contributors SOCIAL &
GOVERNANCE
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Key questions for companies

‘ Review — has the company reviewed its largest investorse

Assess — has the company assessed the type of investors the

‘ company wants to aftracte

Engage — has the company engaged with key investors to
understand what ESG information they require?

Understand — does the company understand the risks of not
disclosing ESG data and opportunity for leadershipe
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How Investors are already
using CDP data




This document is solely for the use of professionals and is not for general public distribution.
The value of an investment and the income from it can fall as well as rise and you may not get back
the amount originally invested.

Henderson’s Approach to Climate
Change

24/11/16

George Birch - Analyst, Governance and Responsible Investment

SHARED I

KNOWLEDGE



Getting ahead of the curve on climate risks and opportunities

What is Henderson doing?

+ ESG*integration
« Data on company and portfolio carbon emissions integrated into ESG risk reports and potential

discussion point in risk oversight meetings
+ There is limited visibility at the fund manager / team level on integration into investment decision

making

+ Company engagement
+ Climate change is a top engagement priority for the Governance & Responsible Investment Team

* Recent company engagements have included BHP Billiton, Glencore, Microsoft, Shell and BP

 Internal research Hub used to share company research
 Limited visibility of fund manager engagement with portfolio companies on climate change issues

+ Knowledge sharing
« Governance and Responsible Investment team building knowledge across the investment floor

* |Internal seminars used to educate wider audiences

* ESG stands for Environmental, Social and Governance

Henderson
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Climate change Is a key investment theme

With implications for client portfolios across every time horizon

. Regulatory impact

. Policy risk — Paris Ratification — Europe binding target of an at least 40% domestic reduction in greenhouse
gas emissions by 2030 compared to 1990

. Carbon pricing / air pollution regulation will have a major impact on sectors such as airlines, automobiles,
electric utilities

. Stranded assets - Impact of a carbon price on the economics of fossil fuel reserves

. Rising costs - carbon legislation will likely result in rising operational costs and/or investment requirements
for carbon intense businesses.

. Physical impact
. Climate change and extreme weather events will affect agriculture and food supply, infrastructure,
precipitation and the water supply in ways that are only partially understood.

. Innovation and new technology
. According to Bloomberg New Energy Finance the world is now adding more capacity for renewable power
each year than coal, natural gas and oil combined, and the global clean tech market enjoyed its strongest
performance in years during 2014, jumping 16% to £205bn.
. Low carbon technologies such as electric vehicles and battery storage have huge potential for disruptive
innovation.

“The so-called climate contribution for conventional power stations affects our very existence”

Peter Terium CEO of RWE (April 2015)

Henderson
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Setting Objectives

What are investors hoping to achieve?
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Henderson’s Approach

ESG Risk Report

Company

Galp Energia, SGPS 5. A. Class...

Total SA

Autoliv Inc Shs Swedish DR
MNestle S A.

BASF SE

Akzo Nobel NV
Continental AG

Technip SA

Tarkett SA

ABB Ltd.

Top 10 Contributors to the Portfolio Carbon Footprint
P Wgt B Wgt Country Sector

(%)

423
156
4.47
4.01
149
123
145
157
128
173

(%)
0.13
1.89

4.10
1.49
0.29
0.38
0.14

0.72

Code

PRT
FRA
USA
CHE
DEU
NLD
DEU
FRA
FRA
CHE

Energy

Energy

Consumer Discretionary
Consumer Staples
Materials

Materials

Consumer Discretionary
Energy

Industrials

Industrials

Total Reporting
Apport. tCO2e Status
19,2096 Final Actual
6,167 Final Actual
4 997 Final Actual
4 529 Final Actual
4 041 Final Actual
2 446 Final Actual
1,873 Final Actual
1,804 Final Actual
1,399 Actual
1.242 Final Actual

Example internal ESG risk report,
contains old data

Henderson
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Henderson’s Approach

ESG Risk Report

Portfolio Carbon Footprint
B Curr ® -1Mth

0
50,000
100,000
150,000

Apport. tCO2e

200,000
Portfolio Benchmark

*data source. Trucost

Example internal ESG risk report,
contains old data
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Henderson’s Approach

ESG Risk Report

Carbon Allocation Effect by Sector Relative to Benchmark

Average tCO2e Emitted per $1m (Portfolio) 91.90 Difference from Sector Allocation -140.27
Average tCO2e Emitted per $1m (Benchmark) 311.09 Difference from Stock Selection -78.92
Difference -219.19 Combined Effect -219.19
40.00
0.00
-80.00
-120.00 R N N o -
@ & e N i & s 2 & &
@B & 8T F s
5 S8 @ g & L@ s &8 & NI 3
L5 [oRs £ & L s o = Ioy S @
(S (1) & @ & £ £ @ IS
(oY) e g 52 & C§-,§J
9 . .
g Example internal ESG risk report,
&

Difficulties are not insurmountable but we are wary

contains old data

« Compulsion to continue reduce emissions based on incomplete picture of a portfolio
« Decreasing/increasing revenues, exchange rates or market cap can distort results

« No accounting for scope 3 (or 4)

« Portfolio emissions enormously swayed by any exposure to only a couple of sectors.

* Only tells you a very small part of the risk and opportunity story
» Divergence between actual and reported emissions

Henderson
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Internal Engagement

Knowledge building across the investment floor

« Good for getting PMs asking more guestions
« Using data from Trucost to identify outliers
« Using CDP responses and grades as a quick test

* Ingrained expectation for companies to be managing these issues
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External Engagement

Why the CDP?

Introspective exercise
Risk management
Highlighting opportunities
Cost of Capital?

wWhy We Engage?

« Ensure that companies are prepared for the transition
« Client demand

* Proxy for quality of management

« Seeking a comparable strong database

LLLLLLLLLLLLLLL



Henderson Global Investors
201 Bishopsgate, London EC2M 3AE
Tel: 020 7818 1818 Fax: 020 7818 1819

Important information
This document is intended solely for the use of professionals, defined as Eligible Counterparties or Professional Clients, and is not for general public distribution.

Past performance is not a guide to future performance. The value of an investment and the income from it can fall as well as rise and you may not get back the
amount originally invested. Tax assumptions and reliefs depend upon an investor’s particular circumstances and may change if those circumstances or the law
change.

If you invest through a third party provider you are advised to consult them directly as charges, performance and terms and conditions may differ materially.

Nothing in this document is intended to or should be construed as advice. This document is not a recommendation to sell or purchase any investment. It does
not form part of any contract for the sale or purchase of any investment.

Any investment application will be made solely on the basis of the information contained in the Prospectus (including all relevant covering documents), which will
contain investment restrictions. This document is intended as a summary only and potential investors must read the prospectus, and where relevant, the key
investor information document before investing.

Issued in the UK by Henderson Global Investors. Henderson Global Investors is the name under which Henderson Global Investors Limited (reg. no. 906355),
Henderson Fund Management Limited (reg. no. 2607112), Henderson Investment Funds Limited (reg. no. 2678531), Henderson Investment Management
Limited (reg. no. 1795354), AlphaGen Capital Limited (reg. no. 962757), Henderson Equity Partners Limited (reg. no.2606646), Gartmore Investment Limited
(reg. no. 1508030), (each incorporated and registered in England and Wales with registered office at 201 Bishopsgate, London EC2M 3AE) are authorised and
regulated by the Financial Conduct Authority to provide investment products and services. Telephone calls may be recorded and monitored. Ref: 34S

Henderson
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Q & A



Thank you for joining!



Contact us

For further information please contact:

Kathryn Thomas - Consultant
E: Kathryn.Thomas@corporate-citizenship.com
T. +44 (0) 207 861 1616

W: www.corporate-citizenship.com

E: mail@corporate-citizenship.com

Twitter: @CCitizenship

LinkedIn: Corporate Citizenship Company Page

London Office Melbourne Office New York Office
Holborn Gate, 5th LBG Australia & New 241 Cenfre Street
Floor Zealand 4th Floor

26 Southampton Suite 5.04, Level 5, New York, NY 10013
Buildings 20 - 22 Albert Road United States

London WC2A 1PQ
United Kingdom

T: +44 (0)20 7861 1616

South Melbourne, VIC 3205
Australia

T:+ 61 (3) 9993 0452 T: 1-212-226-3702
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San Francisco Office
901 Mission Street
Suite 105

San Francisco, CA
94103

United States

T: 1-415-416-9580

Santiago Office
Av. Kennedy 5735
Oficina 1503
Nelgiifefele)

Chile

T: +56 (2) 3224
3569

Singapore Office

3 Fusionopolis Place

03-54 Galaxis
Worklofts

Singapore

138523

T: +65 6822 2203
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