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pulls together allies to reach climate goals.
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Lund, Sweden: July 10, 2009. Mario Abreu, Global Environment Director
for Supply Chain Support at Tetra Pak International, a company involved in
WWEF’s Climate Savers partnership, was taking advantage of the bright sunny
morning to cycle to the office. He pondered about Tetra Pak’s next steps
on its Climate Savers journey. He was scheduled to start the day with a
meeting to open internal discussions on Tetra Pak climate strategy beyond
2010. He recalled that in 2006, when his predecessor first negotiated climate
targets with WWF, he had felt that the company was committing a stretched
target, which would be difficult to reach while growing the business. But as
of 2008, Tetra Pak has achieved great progress towards reaching the target.

A comfortable level of internal buy-in had been achieved and the joint efforts
with market companies and manufacturing sites were providing tangible
benefits. Abreu asked himself how far they could go in setting new targets.
What would it take to line up factory managers and business units for even
higher goals? How fast could they move in lining up suppliers for increased
efforts? Tetra Pak had thrived under challenge and achieving a comfort zone
could potentially slow down innovation efforts. Abreu hoped that a new
challenge was on the way.

Background

Tetra Pak is a global company that was founded in 1951 in Lund, Sweden.
Part of the Tetra Laval group, it is the world leader for the supply of
processing and packaging solutions for milk, juices, soups and other liquids.
As of January 2009, Tetra Pak employed over 21 thousand staff, had net
sales of 8.825 million Euros and was present in more than 150 countries,
where the company distributed 142 billion packages.

Tetra Pak started working with WWF when it became a part of the Global
Forest and Trade Network (GFTN), so as to be able to guarantee that the
wood fiber used by the company came from responsibly managed forests.

Climate Savers was founded in 1999 by WWF as a platform to enable
companies to join forces in committing to more ambitious reductions in
their greenhouse gas emissions. At that time Climate Savers was the first
partnership program of its kind. The main objective of this innovative venture
between a credible global non- governmental organization and leading
companies was to transform the more customary incremental and/or passive
approach of industry towards climate change action. More “giant steps” were
essential and a cleaner economy needed to be achieved more quickly.

Tetra Pak joined Climate Savers in late 2005, thereby taking on a commitment
to reduce its absolute CO2 emissions to 10% below 2005 levels by 2010.
The target was approved by the company’s Strategy Council, on which the
majority of Global Leadership Team (top management) sat, thus validating
and endorsing efforts required within the company to achieve this ambition.
Tetra Pak’s approach to emission reduction focused on increased energy
efficiency at production sites and favouring renewable materials and energy
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T KPI is the acronym for Key Performance
Indicator. They are measures commonly
used track an organization performance
towards long-term goals.

Tetra Pak production plants are deno-
minated Converting Factories.

Tetra Pak is working with World Class
Manufacturing (WCM), which is a set
of concepts, principles, policies and
techniques for managing and operating a
manufacturing company. It primarily focuses
on continual improvement in quality, cost,
lead time, flexibility and customer service.
The WCM work within Tetra Pak is built
up by a number of “pillars” (teams); for
example in the areas of maintenance, cost,
focused improvement, quality, safety and
environment.
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(refer to Exhibit 1 for facts & figures on Tetra Pak CO2 emissions). An active
engagement with transportation suppliers combined with an internal travel
policy aligned with emissions reduction complemented the range of measures
put in place by the company.

Ensuring internal alignment

Before ever taking the step to join the Climate Savers in 2005, Tetra Pak
already had an internal target for energy efficiency, but the connection
with the climate issue was not yet well established and the alignment with
business objectives was not yet clearly defined.

When the company joined Climate Savers, they drew up a general plan to
combine energy efficiency with purchasing of green energy. The aim was to
maintain absolute consumption of energy stable while growing the business
and reducing emissions through green energy purchase. Tetra Pak planned
to do it in a cost neutral way by using savings from energy efficiency — by
using less energy per unit of product — to cover the premium price of green
energy. Climate Savers gave the company an external target audited by a
third party. Abreu commented on the key role played by the external target.

It sent a very strong message internally. Partnering with WWF gave high visibility
to the target and increased buy-in from all levels of management. It focused our
efforts on finding solutions. An internal target would have been subject to criticism
and endless discussion.

As of 2006, key organizational changes were put in place to ensure internal
alignment, amongst them measures refocusing the environmental master pillar
on energy efficiency.

There were also significant changes made to the internal reward/evaluation
systems. Previously, each production plant had an energy cost KPI' as part
of the converting factory? individual objectives that was incorporated in their
bonus system since it was a criteria for factory performance evaluation.
Tetra Pak switched the energy KPI to one based on energy efficiency, which
meant that factory managers started to have this incorporated to their bonus
system also. Then it was scaled up. The aggregate energy efficiency KPI
of all converting plants under the responsibility of any given factory
manager became part of the bonus evaluation. As for the Global Environmental
Vice- President, the absolute CO2 reduction has been incorporated to
his bonus evaluation.

Refocusing the environmental master pillar

Since 2004, converting factories at Tetra Pak started putting in place a cross-
functional task force of employees responsible for implementing solutions for
environment-related manufacturing problems; these were called environmental
pillars®. Victoria Olsson, Supply Chain Specialist and Environment Master
Pillar Leader, commented on how this approach fundamentally differed to
traditional approaches:

In the traditional business hierarchy you have, in the best case, one person
responsible for environmental issues in each factory. This person can very
easily become isolated even though their work requires liaising with others in
the organization. The “pillar approach” enabled us to set up cross-functional
groups made up of maintenance staff, engineers, electricians and any other
relevant parties. In this way, we get people from different parts of the factory
working together to implement solutions. Key messages are transmitted much
more effectively by “champions” from the groups and the work involved is
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more effectively disseminated within the factory. Since information on targets and
progress is shared visually on boards at the factory shop, staff are made aware
of developments and are invited to contribute.

Each local environmental pillar communicates with the master pillar at the
corporate level, composed of a core group and a few ambassadors (acting
as bridges to regional groups of local pillars).

In 2007 Tetra Pak’s environment master environmental pillar objective was
refocused on energy efficiency. Dealing with energy efficiency issues inside
the environmental pillar was in itself not innovative. What was new was to
place it at the very heart of the pillar’s mission. Previously, the environment
master pillar focused on diverse environmental issues. The rationale was
to better leverage efforts through a highly focused approach on energy
efficiency. Abreu commented:

We changed mindsets; the focus in our converting factories switched to prioritizing
investments in energy efficiency. We brought people together and gave them a
mandate to find solutions, innovate on processes and, with the help of the master
pillar, share best practices with other factories in a structured way.

The environmental master pillar called the attention to the robustness of the
business case for energy efficiency. A strong message was sent around the
company that timely action on energy efficiency was the best way to avoid
future costs related to higher energy prices and carbon taxation. Knowing
that traditional pay-back time evaluation does not incorporate the full value
of future operating cost savings and performance enhancements, Tetra Pak
gave flexibility to the evaluation of the pay-back time for energy efficiency
projects.

The role of the refocused master pillar was to identify opportunities and
share energy efficiency best practices in a structured way. Whenever a local
environmental pillar developed a solution that could be shared the master
pillar immediately developed an implementation toolset, which first described
the problem and its causes and then the solution and newly adopted
practice. The toolset explained the solution in detail from the perspective of
the factory manager, showing results and giving accurate figures on cost
and pay-back time. Part of the master pillar mandate was to collect data
on energy efficiency from all converting factories and identify areas where
increased efforts were required. It also developed new projects and drove
the implementation of large initiatives worldwide.

In 2008 the number of ambassadors within the environmental master pillar
was expanded (refer to Exhibit 2 for an overview of its participants as of
August 2009) so as to strengthen its capacity to liaise with converting factories
in different countries and regions. Jaap Couvee, Quality & Environmental
Coordinator at Tetra Pak Moerdijk (Netherlands), who joined the master pillar
in June 2009, commented on his own motivation

In 2006, when we first started working towards having our factory powered with
100% renewable energy, master pillar support was crucial to our success. It
helped us build a strong business case for the factory manager and to break down
skepticism amongst the staff. Essentially, the big “bang for buck” in the area of
climate change will be through fundamental changes at shop floor level. | recently
joined the environment master pillar mainly to provide support from the factory
side. My motivation was to give the team first hand feedback on the application
of solutions proposed. | also bring a very hands-on approach to the table and try
to make solutions as simple and practical as possible.
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4 The offset market is meant to pay for
CO2 reductions that would not have
happened otherwise. Careless offsetting
can enable greenwashing, double selling of
carbon credits and other types of fraud to
take place.

Tetra Pak agreed to go for green
energy purchasing only after exploring
all the possibilities of on-site generation
and energy efficiency. Furthermore, the
company agreed to buy energy exclusively
from companies audited and certified
to bring additional renewable energy
to the grid.

EUGENE was discontinued as a European
organisation because it became clear
that green power labels are difficult to
harmonise across European  electricity
markets, as they are tailored to the needs
of different national electricity markets and
national consumer expectations. Several
European markets are not adapted for a
functioning voluntary green power market,
making it impossible to introduce voluntary
labels for green electricity products.
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Partnering with suppliers

Partnering with suppliers was one of the other preferred approaches adopted
by Tetra Pak to reduce CO2 emissions. Since 2006 the company has been
working with suppliers in four different spheres: measuring suppliers’ carbon
foot print and seeking for improvements, purchasing renewable energy from
electricity suppliers; driving improved energy efficiency at manufacturing sites;
optimizing logistics and reducing transportation emissions.

Partnering to ensure responsible renewable energy purchase

Ensuring responsible purchase of green energy had been a major challenge
from the outset. Both Tetra Pak and WWF saw that it would be essential
to hardwire the climate change strategy such that traps of careless offset
projects* could absolutely be avoided. The WWF Climate Savers program
assisted Tetra Pak in setting up clear directives to avoid those traps®. Although
directives are clear, Tetra Pak have been facing a recurrent challenge to
buy energy at the required quality and scale at the different regions the
company operates.

Buying renewable energy can be a particularly complex task in developing
countries. Because of the lack of transparency from the outset, companies
cannot be sure how the additional resources paid for green energy are actually
being used. In order to overcome this barrier and ensure transparency, Tetra
Pak took the approach of directly negotiating with energy companies on an
individual basis.

In the case of a new plant built in Hohhot, China, the provision of renewable
energy was one of the main points of negotiation with local governments
when choosing the location of the converting factory. Tetra Pak has
worked on the issue with the government of Inner Mongolia and agreed
on a Memorandum of Understanding specifically stating that the premium
price paid for energy would allow new wind power energy to be brought
to the grid.

Decker Yao, Communications Manager at Tetra Pak China responsible for
negotiations with the local energy company, explained:

We’re working with the local government and the public company for energy
to define a transparent and traceable mechanism to ensure that renewable
energy powering the Hohhot facility fully aligns with company policy on green
energy supply. We'll pay a premium energy price for our facility to be exclusively
powered with energy coming from additional capacity at local wind farms. The
local government will collect the premium and transfer it to the public energy
company. We're working for this process to be transparent. The Inner Mongolia
local government is keen to cooperate as it has to meet its own renewable targets,
set up by the central government, so it sees this as a win-win situation. Tetra
Pak is one of the first companies to pay an energy premium price. We expect the
system to be operational by October 2009.

As of July 2009, the European situation was no less challenging. From 2005
to 2009, the Eugene (European Green Electricity Network), an independent
group of experts from environmental, consumer organisations and research
institutes, facilitated the search for qualified renewable energy providers
with quality labels for green electricity. However, in January 2009 Eugene
was discontinued®, rendering the process of ensuring responsible energy
purchase in Europe more complex and less efficient. As Abreu pointed out,
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7 As of 2007, 85% of the Brazilian electricity
was generated from renewable sources
(hydroelectric mainly).
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the company had to negotiate making decisions related to renewable energy
providers with WWF on a case by case basis.

Working with suppliers on full energy auditing

Energy auditing had already become part of the normal way of doing business
at Tetra Pak converting factories even before the company joined Climate
Savers. However it was neither systematic nor mandatory. Moreover, energy
audits had been restricted to the most strategic areas within converting
factories, such as cooling and ventilation systems. Although this worked well
for identifying the most salient areas for energy efficiency improvement, it
was not that helpful when it came to pushing identification of opportunities
for energy efficiency improvement to the limit.

Tetra Pak Brazil addressed the challenge by partnering with a machinery
supplier to put in place a systematic full energy audit at Monte Mor converting
factory. Energy efficiency was the only path open for the Brazilian business
unit to contribute to company efforts to reduce direct CO2 emissions, as
energy in Brazil was already mainly generated from renewable sources’. The
local environmental pillar decided to address the challenge of pushing energy
efficiency to the limit by partnering with Danfoss Group, on a full energy audit
project. Valeria Michel, Senior Environment Specialist at Tetra Pak Brazil,
described the initiative:

We wanted to gain a better understanding of the energy consumption of all
processing systems and equipment in our factory. We installed new measuring
systems allowing us to assess energy consumption at multiple points. That way,
we can be very precise in determining the energy consumption of individual
production steps. We then examined the energy use of our equipment and
compared this with the best available technology.

The energy audit results showed a potential of 6.15% of energy savings at
Monte Mor facility between 2008 and 2010, with an average pay-back time
lower than one year (refer to Exhibit 3). A full potential of 14% increase in
energy efficiency at Tetra Pak Brazil was identified. The local pillar shared
the results with the master pillar, highlighting the potential for energy savings
on the short, mid and long term. Converting factories in Germany adopted
this solution with their own suppliers, and they found they could potentially
increase energy efficiency by 8%. As of mid 2009, the master pillar was
studying the feasibility of issuing a new corporate energy audit policy based
on these experiences.

Lining up suppliers with Tetra Pak’s founder vision

Tetra Pak’s founder, Ruben Rausing, used to share a vision that “a package
should save more than it costs”. By innovating in energy efficiency, Tetra
Pak had now incorporated not only economic performance but also anchored
material and energy inputs to this vision.

A significant part of Tetra Pak’s climate strategy is the minimization of
material input and the maximization of the use of renewable resources as a
raw material. It includes R&D joint initiatives with suppliers to include material
minimization as a key criterion in Tetra Pak package design, as well as the
creation of long-term partnerships to reduce the carbon footprint of suppliers.
As of mid 2009, Tetra Pak had established such partnerships with key paper
suppliers and was negotiating with aluminum and polymers suppliers to
create similar collaborative initiatives.
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Reducing the carbon footprint of transportation was also part of the
company’s approach to allow a package to save more resources than it
costs. Abreu explained that Tetra Pak systematically assesses greenhouse gas
emissions from centrally-contracted logistic suppliers and uses the information
to negotiate improvement or phase out targets. The company was also
working on increasing transport efficiency, by delivering aseptic packages to
customers in rolls, thus optimizing storage in trucks, and reducing weight
while increasing the robustness of carton packages.

Future challenges

Lund, Sweden: July 10, 2009. Abreu parked his bicycle in front of the Tetra
Pak office building and quickly checked his e-mail on his blackberry. A
message from his counterpart at WWF popped up on the small screen of
his blackberry. He smiled to the thought that by having WWF as a partner,
Tetra Pak was unlikely to achieve a comfort zone, since the NGO would
keep challenging the company to innovate and move forward on their climate
savers strategy.

For more information: panda.org/cleaneconomy
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Exhibit 1

Tetra Pak CO2 emissions — Facts and Figures

Greenhouse gas emissions by source (GWP), 2008
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Greenhouse gas emissions (GWP) by operation, 2008
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Exhibit 2

The Enviroment Master Pilar Team
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Source: Tetra Pak. 2009.
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Exhibit 3

Tetra Pak Brazil. Full energy audit results

Long Term Energy Action Plan — based on energy audit

MAIN ACTIONS

Energy Audit Results and Priorities
Listed by energy saving in Kwh / vyear:

Area |Motor|Descri¢ao HP | Agédo Hs. |Econom. % Ret. |Obs.
Oper./ [Kwh/ano| Econom. | Invst.
Ano Anos
Bombas| M3 |BAG Hall #2 e #3 100 | Inv. 8.000 | 282.684 | 16,0842% | 0,22

Vent. | M7 |Hall #2 - Insuflador #1 40 | Inv. | 8.000 | 98.535 | 5,6065% | 0,28
Vent. M8 |Hall #2 - Insuflador #2 40 Inv. 8.000 98.535 | 5,6065% | 0,28
Bombas| M10 [Lam #24 - Rolos Resfr. | 75 Inv. 6.240 98.170 | 5,5857% 0,57
Bombas| M19 |Compressor Ar #1 150 | Inv. 6.400 | 69.194 | 3,9370% | 1,73 |Estimado 10%
Bombas| M20 [Compressor Ar #2 150 Inv. 6.400 69.194 | 3,9370% 1,73 |Estimado 10%
Vent. | M9 |Hall #2 - Exaustor #1 30 | Inv. | 8.000 | 61.584 | 3,5040% | 0,40
Vent. M1 [Hall #1 - Insuflador #1 20 Inv. 8.000 49.267 | 2,8032% | 0,42
Vent. M2 [Hall #1 - Insuflador #2 20 Inv. 8.000 49.267 | 2,8032% 0,42
Vent. M3 [Hall #1 - Insuflador #3 20 Inv. 8.000 49.267 | 2,8032% 0,42
Vent. M4 |Hall #1 - Insuflador #4 20 Inv. 8.000 49.267 | 2,8032% | 0,42

Bombas| M12 [Lam #24 - Bomba 25 Inv. 6.240 34.970 | 1,9897% 1,60
Poréo 1

Bombas| M13 |Lam #24 - Bomba 25 Inv. [ 6.240 [ 34.970 | 1,9897% | 1,60
Porao 2

Bombas| M14 |Lam #24 - Bomba 25 Inv. 6.240 34.970 | 1,9897% 1,60
Poréo 3

Vent. | M5 |Hall #1 - Exaustor #1 10 | Inv. | 8.000 | 27.097 | 1,5418% | 0,69
Vent. M6 |Hall #1 - Exaustor #2 10 Inv. 8.000 27.097 | 1,5418% | 0,69
Bombas| M1 |BAG Hall #1 15 | Inv. | 8.000 | 25.943 | 1,4761% | 0,74
Bombas| M6 |Lam #21 - Rolo Resfr. 1| 12,5 | Inv. 6.240 22700 | 1,2916% | 0,85
Bombas| M7 [Lam #21 - Rolo Resfr. 2| 15 Inv. 6.240 22.700 | 1,2916% 0,85

Source: Tetra Pak Brazil. 2009.
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