CMEIG SUSTAINABILTY TEMPLATE

A QUICK GUIDE TO HOW TO MAKE AN ENVIRONMENTAL,
SOCIAL AND GOVERNANCE (ESG) DIFFERENCE
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-limate change strategy, Equal opportunities, Business ethics,
Biodiversity, Freedom of association, Compliance,
Water efficiency, Health and safety, Board independence,
Energy efficiency, Human rights, Executive compensation,
Carbon intensity, Customer & Shareholder democracy
Enviromental products resposibility,
Child labour

management system

A suggested process to use the Plan Do Check Act (PDCA) cycle to achieve triple bottom line
outcomes.

The Triple Bottom Line

The PDCA Cycle
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Step 1 —Have a Goal

No matter how small or big your company is, it is critical that ESG goals are aligned with the
business’s strategic objectives.

Those who write down their goal are 20% more likely to achieve them than those who don’t

— Dominican University of California Study

Below is an example of Komatsu Australia’s goal to have more sustainable packaging solutions. This
ties directly to the company’s strategic directive of achieving Zero Harm to people and our planet.

Social Procurement — Achieving zero harm

In 2018, Komatsu became a Brand Owner signatory to the Australian Packaging\Cover_lant Organisation (APCO). This organisation is a co-r_e_gulatorzy non-profit
organisation partnering with the Australian Government and industry to reduce the environmental impact of packaging in Australian communities by 2025

We place significant value on caring for our environment as an active contributor to a circular economy and will work with our people, suppliers, partners and
customers, implementing the Sustainable Packaging Guidelines.
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Step 2 —Think PDCA (Plan, Do, Check, Act)

You don’t need a team of analysts to achieve great results in this area. Just think PDCA!

Plan —
When considering where to start you should consider the magnitude of change that you want to
achieve. For example, Hitachi uses the following Tiered Approach:

Tier 1. Base Level

Behavioural changes in the context of business as usual

Tier 2. Continuous Improvement

Operational changes requiring processes, finance and/or resource
Tier 3. Breakthrough Project

Requiring significant human capital resource and time



HITACHI

Tiers can be set as relevant to the size of the business, and initiatives aligned according to the business type

Waste - separation / stations
General, paper, comingle

Wood, metal, batteries, hazardous waste, palecon oil container reuse

Procurement — standardised selection of paper, packaging, consumables

Paper waste compactor

Retrofit of energy efficient appliances
Air conditioning

Retrofit of LED lighting, installation of skylights

Energy audit — to identify consumption for future planning

Water harvesting tanks

Qil separation installation

Solar power

Water recycling

Carbon offset — vehicles, energy consumption, largest CO2 producing element

Remanufacturing of components

It is suggested to look for the quick wins you can see around your business. The world is your oyster
but here are a few suggestions to consider:

e |sthere investment needed in new or existing plant or equipment? Can you install more
efficient equipment to reduce your CO2 footprint?

e Are there changes to be made to your supply chain to use less fuel? Can you modify the
transportation schedules or maybe partner with companies in your supply chain to align ESG
activities e.g. shift to electric / hybrid vehicles.

e If you want to improve your packaging, then you should consider the following:

The Recovery Triangle — Principles for Sustainable Packaging

Reduction — What changes to design and/or
process can do made to reduce waste? /le.
Removal of excess bubble wrap.

Reduction

Reuse - What changes to design and/or process
can be made to move products from single use
to multiple use or repurposed for another use.

Recycling le. Cloth Shopping bags

Organics Recycling — Can the product be recycled easily?
Are they changes that can be made to enable
Energy Recovery easy recycling? le. PET Plastics

Organics — Can the product be made from
materials that break down in sunlight or when
buried? le. Wax-free cardboard

Energy Recovery — If none of the above can be
achieved, can we recover and create a source
of energy? le. Wood chips for Biomass Power
Plants.



Other Things to consider:

Ensure your packaging is designed to minimise product loss.
Packaging is no good if your product arrives to the customer broken!
Try to eliminate hazardous materials

Use recycled & renewable content where possible.

Design for transport efficiency and customer accessibility.

If able, inform the customer on how to dispose of your packaging.

Do —
You have your idea. Its now time to test it!

Spend some time investigating and analysing what you think the results will be. This could be done
via systems already in place in your business or even just thinking it though over a lunch.

Things to Consider:

1. What is in the market today? What will be available in the market in the future? Below is a
simple activity that Komatsu undertook to reduce the use of single use plastics by replacing its
packaging tape.

WHAT TYPES OF TAPE ARE AVAILABLE IN AUSTRALIA?
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Kraft Tape -

Woven Filament Plastic-

Paper based Reinforced plastic tape
water activated with gum-based glue
glve
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Compostable Film Tape-

Bio-degradable non-toxic
plastic with water-based

< .

Plastic Packaging Tape-
Polypropylene plastic film
with acryfic glue
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Kraft- (type of paper) Derives from the German word for strength

Compare alternatives
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Check —
Check that the results of your change benefit the ‘Triple Bottom Line’ for your business; People
Profit and Planet. Spend the time to ensure the improvements you were expect can be realised.

Komatsu Tape Case Study

The Komatsu discovered that by moving from plastic based tape to Kraft tape and standardising
packing methods they were able to achieve the following:

56% reduction in tape used.

78% reduction in plastics.
63% decrease in costs.
Better adhesion for increased protection of the product.

Act —
Once you have confirmed the results of the change, then take time to implement it across the

business so that everyone understands the journey you have been on and how this relates to the
business goals.

Communication, communication, communication! Spread the good news and enjoy the success!
Also, please share your projects on the CMEIG site so that we can all benefit and make the world just
that little bit better.



Step 1 — Have a Goal (SMART- Specific, Measurable, Achievable,

Realistic with a clear Timeframe)

No matter how small or big your company is, it is critical that ESG goals are aligned with the
business’s strategic objectives.

Those who write down their goal are 20% more likely to achieve them than those who don’t
— Dominican University of California Study

Step 2 -Compare alternatives — consider a number of options relative
to what present used.

Alternative Criteria 1 Criteria 2 Criteria 3 Criteria 4
Options /Criteria

Option 1

Option 2

Option 3

Step 3 — Undertake trials if necessary.

Check that the results of your change benefit the ‘Triple Bottom Line’ for your business and include
measurable results for:

Projected Savings Projected Environmental Projected Positive
Impact Social Impact

Description of the
Preferred Solution

Step 4 — Act (and Review)

Allocate ‘Troops to Tasks’ to ensure that project members understand their respective
responsibilities, then make it happen.

Measure your actual results and communicate the outcomes widely to inspire more activity!

Actual Savings Actual Environmental Impact | Actual Social Impact

Description of the
implemented
Solution




