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SUSTAINABILITY AT MAKINEN

CEO’s review

The prolonged pandemic put the marine and cruise industry to the test where it has
never been. In the fiscal year 2021-2022, the crisis impacted our business lines,
refurbishment, furniture production, and newbuilding projects financially and logis-
tically. Approaching the year 2023, we are finally seeing some signs of resuming
normal cruise operations: The cruise lines have continued their efforts for a
successful return to full service, and we are eagerly looking forward to the recovery
of the refurbishment sector.

Despite the challenges, our focus on sustainable development has not shifted. The
importance of sustainability is widely recognized and acted upon across all indus-
tries. Sustainability is no longer a separate function, effort, or program but an inte-
gral part of being and doing in many companies. At MAKINEN, sustainability is em-
bedded in our organizational culture and reflected in our values, vision, and
purpose: MAKINEN's strategic focus is to develop our corporate responsibility and
be a pioneer in sustainable development in the marine industry.

For MAKINEN, this reporting period 2021-2022 has been delightfully eventful:

In the fall of 2021, we launched our company's comprehensive brand renewal pro-
ject. We updated our vision and purpose, setting the strategic goal of becoming
“the benchmark and first-class supplier in the marine industry by 2030". We re-
defined our company's values and operating principles and included our entire
team in this project in various workshops. We also launched a training program for
supervisors and the whole personnel to implement new values and ways of working
as part of everyday activities.

We invested in our company's HSE function by appointing an HSE manager to de-
velop, implement and supervise our HSE activities throughout the company. This is
a new position that has not been resourced similarly in our organization before.
With the lead of our HSE Manager, we have significantly initiated processes that
increase our personnel's occupational safety and well-being.

In late 2021, we became the first organization in Finland to receive the DNV-certified
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sustainability management system certificate, CSR (Corporate Social Responsibility)
Performance Ladder Standard 3rd level Certificate.
This is also the first accredited sustainability
certificate issued to a company operating in the
global shipbuilding industry. The certification

process introduced us to a new way of operating and
an approach to consider the requirements set by
sustainable development and responsibility
standards. The CSR certificate also directs us to
evaluate the activities of our partners, e.g.,
subcontractors & suppliers, and thus ensure that
they follow the same high standards of sustainable
business operations as we do.

-

With the help of our Sustainability Report 2021-2022, we want to communicate to
our customers, suppliers, employees, and other stakeholders about our commit-
ment to the progress of our sustainability work at MAKINEN. We believe the report
and results will also work as an example and encourage other companies to make a
difference.

I am grateful to our entire MAKINEN team for your tenacity, adaptability, and excel-
lent performance. | also wish to thank our customers and shareholders for your
continued trust and support of our business. We welcome you to join us on our
journey toward sustainable marine interiors!

In Lieto, Finland, 11 October 2022
Jaakko Makikalli
CEO

MAKINEN SUSTAINABILITY REPORT 2021—-2022
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SUSTAINABILITY
AT MAKINEN

MAKINEN's sustainability work supports our goal to

have the best customer and employee
satisfaction in the industry.

MAKINEN




MAKINEN IN BRIEF

OUR PURPOSE IS TO BUILD
THE BEST WITH PASSION AND
COURAGE

OUR VISION IS TO BE THE
BENCHMARK OF THE CRUISE
INDUSTRY BY 2030

We offer first-class marine interiors for
cruise ships, passenger ferry compa-

nies, and shipyards.

Refurbishment

Newbuilding of cabins and

public spaces

Furniture production

MAKINEN
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50,000+
MAKINEN sofas
sailing the seas

48 employees
Pool of 2,000+
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50,000+
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OUR CORE VALUES
WE FIND BETTER WAYS
WE GET THE JOB DONE

WE KEEP OUR PROMISES

WE ARE MAKINEN
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MAKINEN Finland is certified according
to the CSR Performance Ladder level 3



The MAKINEN Way

SUSTAINABILITY AT MAKINEN

In the fall of 2021, we started a major branding and strategy reform to update and clarify
the company's vision and to reshape our values and purpose. Our redefined values are

based on the essential principles that guide our company's actions and lay our business's

foundations. Our purpose is shaped through our work ethics as we strive for excellence,
and it defines our ambition to contribute to our customers' success. Our vision sets the
bar for us to reach: we aim to be the benchmark and the first-class supplier in the marine

industry by the year 2030. Our work methods, integrity, and reliability ensure that we only

deliver the best for our customers. The MAKINEN name guarantees the quality of our ser-
vices and products. It is called the MAKINEN Way.

What we do

MAKINEN corporation is a privately-owned
company that was established in 1993 with
a focus on serving the international cruise
business with material deliveries, furniture
installations, and interior technical solu-
tions. The history of the company and its
owners covers about five decades of sup-
plying furniture and services to the interna-
tional cruise and shipbuilding community.

MAKINEN corporation is one of the leading
interior turnkey project contractors. Our
operations are divided into three business
lines: cabin refurbishment, newbuilding of
cabins, public spaces, and galleys, and fur-
niture production for cruise ships, ship-
yards, and passenger ferries operating
worldwide.

We offer full-service project management
with engineering and design support for
newbuilding and refurbishment turnkey

MAKINEN

projects. A turnkey project can cover the
ship’s public areas, crew areas, and cabins.
Since every project is unique, we will cus-
tomize and tailor our services according to
our customer’s needs and requirements.

We also take care of the procurement of
interior materials. Our in-house Furniture
Production is a marine-grade supplier of
custom-made furniture, with 30 years of
experience in the production of sofas, sofa
beds, and numerous other furniture items,
such as armchairs, ottomans, nightstands,
chairs; textiles, like pillowcases, bed skirts,
curtains, sheers, Roman shades, valances,
shower curtains — and not to forget fixed
furniture, wardrobes, window seats, and
decorative panels.
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Locations of our project operations

MAKINEN offers turnkey project ser-
vices and interior products for marine
industry customers globally. For refur-
bishment and newbuilding turnkey
projects, the customer chooses the
project’s operational location. Drydock
is where MAKINEN carries out the
ship’s repair, demolition, and installa-
tion work in refurbishment projects.
The drydocks and the newbuilding
project shipyards are widely spread all
over the world.

MAKINEN SUSTAINABILITY REPORT 2021—-2022

Our supply chain consists of interior
material manufacturers, suppliers, and
subcontractors. The supply chain
companies are in Europe, the USA,
and Asia. Our operations are heavily
based on the workforce, which plays a
significant role in customer value crea-
tion and satisfaction.



SUSTAINABILITY AT MAKINEN

Managing sustainability

During the reporting period, our Executive Manage-
ment Team consisted of nine people, four women and
five men. One member is below thirty years, three are
in the age group of thirty to fifty, and five are over fifty.

Our management and supervisors ensure that our em-
ployees are familiar with and comply with the legisla-
tion, regulations, and internal operating guidelines of
their respective areas of responsibility.

Sustainability is the key element of MAKINEN'’s corpo-
rate governance, promoted by the Board of Directors,
the CEO, and the Executive Team. The VP, Sustainabil-
ity is a member of the Executive Team, leads the Sus-
tainability Program, and reports directly to the CEO.

MAKINEN’s Sustainability Governance Model

Board of Directors

PEOPLE AGENDA

The Executive Team determines the company’s strate-
gy, on which they create the Corporate Social Respon-
sibility (CSR) Policy defining the framework for CSR ob-
jective setting. The CEO is ultimately responsible for
successfully implementing our sustainability agenda.

MAKINEN'’s operational sustainability work is steered
by our Sustainability Steering Group (SSG), which in-
cludes members from our business units, HR, Sourcing,
and Logistics functions. The chair of the SSG is the VP,
Sustainability, who reports the sustainability perfor-
mance to the Executive Team in the Management Re-
view. During the reporting period, the SSG had four
meetings.

Executive Team
(SSG)

ENVIRONMENTAL AGENDA

Sustainability Steering Group
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In the fall of 2021, MAKINEN Finland became the first
organization in Finland to receive the DNV-certified
Sustainability Management System Certificate, CSR
(Corporate Social Responsibility) Performance Ladder
Standard 3rd Level Certificate. This is the first accredit-
ed sustainability certification issued to a company in
the global shipbuilding industry. Combining the princi-
ples of ISO 26000, ISO 14001, ISO 45001, AA1000, and
GRI, the standard supports setting understandable
goals, milestones, and metrics, making our operations
and reporting consistent and transparent. During the
preparations for the certification, MAKINEN's operating
models, processes, and responsibilities became clear
and concrete.

VP, Sustainability

- the Business Area Directors,

Promotes the long-term sus-
tainable success of MAKINEN

Is responsible for the achieve-
ment of the approved objectives

Approves the Sustainability Re-

port

MAKINEN

Presents the sustainability tar-
gets to the Board of Directors

Approves the sustainability tar-
gets

Ensures the MAKINEN's CSR tives

management system’s continu-
ing suitability, adequacy, and
effectiveness

MAKINEN SUSTAINABILITY REPORT 2021—-2022

Is responsible for the achieve-
ment of the sustainability objec-

Leads and prepares sustainabil-
ity initiatives with the SSG

Is responsible for monitoring
and reporting on MAKINEN’s
sustainability objectives.
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Stakeholder engagement and memberships

Our key stakeholder groups are our customers, employ- expectations successfully. We continuously assess how  MAKINEN has also committed to the Finnish Marine In-
ees, subcontractors, and suppliers, forming the core of well our agenda aligns with the key stakeholders’ objec- dustries’ ResponSea initiative. Being a part of

our operations. In addition, we are active members of tives. Our team plays an active role in the Finnish Marine ResponSea, we have joined The Finnish Society’s Com-
the industry associations and work closely with our other Industries Association, and we are also strongly connect- mitment for Sustainable Development

stakeholders, such as local communities, schools, and ed with the Finnish Maritime Cluster. The Finnish Marine  (Commitment2050). In Commitment2050, the associa-
non-governmental organizations. Industries Association and Finnish Maritime Cluster tion defines the marine industry’s objectives for sustain-
member companies organize regular events to discuss able development and encourages the companies in the

An open dialogue with our key stakeholders is essential if i o ] . )
and share the industry’s views on current topics. industry to take action to reach the ESG goals.

we wish to identify stakeholder concerns and customer

STAKEHOLDERS CHANNELS OF ENGAGEMENT ASSESSMENTS

Customer meetings, project quotations, website, social media channels, exhibitions, campaigns Project feedback questionnaires and discussions

Development discussions, continuous face-to-face dialogue between employees and managers, Employee satisfaction survey (Varma), Workplace
Employee Days, breakfast events, training events, training sessions for leadership culture and man- | survey (Mehildinen), Project feedback surveys, In-
ager coaching, Idea Tool, Intranet, and Info-TV screens, We are MAKINEN development teams: ternal audits, Other surveys.

Remote work at MAKINEN; Get to know your co-workers; Office space improvement; Information

Continuous dialogue & day-to-day operational topics, exhibitions, project meetings, training Project feedback surveys, Supplier audits
events

Board membership; event participation, representation (spokesperson) in the communications
team for Finnish Marine Industries, social media channels, ResponSea reporting

Cooperation with educational institutions, participation in recruitment fairs and educational career | Project feedback surveys, Supplier audits
events, social media channels, and other social outreach

Company website & social media channels, direct contacts to local associations

Social media channels, direct contacts

MAKINEN MAKINEN SUSTAINABILITY REPORT 2021—-2022 8
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Sustainability focus areas

MAKINEN'’s sustainability work is strongly connected to
the UN Sustainable Development Goals (SDGs). We
have selected the objectives on which MAKINEN has
the most significant impact through its operations and
mapped them to our CSR topics.

When developing sustainability reporting content and
choosing topics, the relevance to MAKINEN’s opera-
tions is the driver. In this reporting period, we conduct-
ed a materiality assessment to review and update our

GOOD HEALTH
AND WELL-BEING

People Agenda

We care for all our people, respect local communi-
ties, and conduct ethical business. We play fair,
and our priority is to provide a safe and secure
working environment for employees and contrac-
tors.

Health & Safety

Training and education

Equal treatment
Child and forced labor

MAKINEN

PEOPLE AGENDA

sustainability focus areas and issues. We ranked the
issues identified based on their impact, business impli-
cations, and stakeholder interest. The consolidated
results were examined in the Sustainability Steering
Group and approved in the Management Re-

view. During the reporting period, nor in our corporate
history, no concerns of non-compliances have been
raised.

Our Sustainability Agenda encompasses our opera-

13 foo

Environmental Agenda

We contribute towards a low-carbon economy and
use natural resources with care and respect for the
environment.

e Transport
e Emissions, wastewater & residual waste

e Raw materials

MAKINEN SUSTAINABILITY REPORT 2021—-2022
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tions’ social, environmental, and economic responsibil-
ity throughout the value chain. In line with our sustaina-
bility focus areas, we have set objectives and defined
performance measures and indicators for our sustaina-
bility work. The progress of the objectives is regularly
monitored by the Sustainability Steering Group and
annually in the Management Review. The consolidated
results of our sustainability performance are reported
in our annual Sustainability Report.

INDUSTRY, INNOVATION
AND INFRASTRUCTURE

, o

oo
Y “ 40) RESPONSIBLE

& - ]2 CONSUMPTION

AND PRODUCTION

Economic Agenda

By innovating new and better products and ser-
vices and changing the current operating methods,
we help create a more sustainable future. Respon-
sible procurement is one of the main focus areas in
sustainability for us.

e Contribution to the economic system: sustaina-
ble offering and sustainable procurement

e Positive contribution to the local economy and
community
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PEOPLE
AGENDA

We care for our people, respect local communities,
and conduct ethical business. We play fair and our
priority is to provide a safe and secure working en-
vironment for employees and contractors.

MAKINEN



SUSTAINABILITY AT MAKINEN

People agenda

Our business leans and depends on the compe-
tence and expertise of our employees and work-
ers in our network. At the center of MAKINEN Fur-
niture Production is the quality created as a result
of the craftsmanship of our employees. For Re-
furbishment and Newbuilding projects, on-time
delivery and quality depend on people's commit-
ment and devotion to our purpose and values.
Therefore, social responsibility and employee
satisfaction are fundamental aspects and priori-
ties in our operations.

GOOD HEALTH
AND WELL-BEING

MAKINEN
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OBJECTIVE TARGET RESULT
Employee and subcontractor safety, zero severe 0
work-related injuries (>30 days away from work)
A hlgh response rate for the annual employee satis- 2 60 % 539
faction survey

. - Delayed,
Achieve a Code of Conduct training coverage of Code of Cond q
100 % to ensure commitment to the Code of Con- 100 % ode of Conduct ready
duct by January 2023

uc

The well-being at work, workplace safety, and
support of employees' work-life balance have
| always been important to our company. We
continuously work to maintain an environment
where employees can develop their skills and
grow with the company. During this reporting
period, we have also developed safety func-
tions for all operations to improve and guaran-
~ tee the safety of our people, our most valuable
asset. In compliance with the laws, regulations,
and policies, we guarantee our ability to offer a
safe workplace to our current and future em-
ployees.

MAKINEN SUSTAINABILITY REPORT 2021—-2022

To us and our client network, our operation
must be socially sustainable throughout our
supply chain; we are careful only to employ
subcontractor companies that share our values
and work ethics. One of the best ways to ensure
supplier compliance and continuous improve-
ment is to conduct supplier audits. We review
our annual audit plan to prioritize and schedule
audits according to our business needs. We
completed five supplier audits in this reporting
period: no material concerns were raised in any
audits.

il



Our people

At MAKINEN, we respect and strictly fol-
low employment laws, rules, and regula-
tions. Our employees are employed full-
time and are covered by the required
bargaining agreements. During the re-
porting period, we employed 48 people.
The majority, 46 people (96 %), worked in
Finland for I.S. Mdkinen Oy, and our Flori-
da-based company, Makinen Inc, em-
ployed the rest two people (4 %). Some
of these employees were also working at
our China office. We have an almost
equal number of female employees (22
people, 46 %) and males (26 people, 54
%).

MAKINEN is committed to promoting the

— : 7

‘44444 '
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MAKINEN
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recruitment and sustained employment
of women in the maritime sector, raising
women's profile, and supporting work to
address the current gender imbalance in
the maritime industry. As a part of this

commitment, our female employees par-

ticipated in the #WomaninMaritime
Campaign, promoting their career paths
in the marine industry, and observed the
International Day for Women in Maritime.

The COVID-19 pandemic continued to
impact the cruise industry, especially the
refurbishment business. Most of our em-
ployees were laid off long term in the
previous reporting period. Some of these
employees have been recruited else-

where during the layoff period. Altogether

16 of our employees left; twelve were in
the age group of 30—50 years, and four
were over 50 years old. Four of them
were females, and twelve were males.
One employee worked for Makinen Inc.,
and the rest in Finland. Also, we did not
hire new employees.

In the reporting period, three of our em-
ployees took parental leaves, two fe-
males and one male, who returned to
work after his parental leave ended.

PEOPLE AGENDA

ENVIRONMENTAL AGENDA

For our projects, we employ many
workers from our subcontractor and
supplier companies. Most subcontrac-
tor and supplier employees work on
projects, installation, and repair. The
most typical roles are technicians, elec-
tricians, logistics workers, carpenters,
installers, helpers, painters, and wall-
covering workers. The projects are exe-
cuted intermittently, significantly chang-
ing the ratio of employees and subcon-
tractors when comparing periods during

MAKINEN SUSTAINABILITY REPORT 2021—-2022
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and between the projects. During the
projects, only 10—20 % of all project
team members are our employees,
while our subcontractors employ the
rest. In the reporting period, we had
580 subcontractor workers who were
not on the MAKINEN payroll and whose
work was controlled and supervised by
us.

12



Continuous learning

We aim to keep our employees' skills
and knowledge at a high level through
regular training. In the work community
development plan, we identified the de-
velopment needs and determined the
goals and measures to maintain and
build up the personnel's skills and com-
petence.

In early 2022, we launched the new
company brand and vision framework.
We integrated the reformed vision
framework into our everyday work and
company strategy. Using the framework
as a guiding principle, we began the pro-
cess of enhancing our company culture.
We improved our internal communica-
tions and organized workshops to dis-
cuss and integrate the values, vision, and
purpose into the everyday work of each
employee, team, and company. Togeth-
er with our employees, we initiated the
"We are MAKINEN" workgroups, where
we actively grasped action points to im-
prove our culture and redefine company
policies and practices. We also estab-
lished an internal communication frame-
work and guidelines for open communi-
cation and business culture, with team-
work, employee safety, and well-being
as the core focus.

As a part of this reform, we also intro-
duced a training program for improving
the management culture and leadership

MAKINEN
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skills of our team members in collabora-
tion with an external coaching company.
This program included tailored sessions
for the Executive Team and line manag-
ers, including participants from the sub-
contractor side and employees with
managerial duties. We also organized
training sessions targeted at all employ-
ees.

Safety training is one of our top priori-
ties. Emergency first aid training was held
twice during this reporting period, which
increased our first aid trained personnel
percentage to 62.5 %. In connection with
the training, we acquired a defibrillator
for our Lieto premises and provided
training on how to use the AED.

Female Male

Average training

hours per year per
employee

PEOPLE AGENDA

We have also organized and offered
training sessions on Lean manufacturing
and other individual training based on
yearly performance and career develop-
ment discussions. The coverage of these
was 100 %.

ENVIRONMENTAL AGENDA

Health and safety

ECONOMIC AGENDA
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Safe work and the workplace are one of
the most significant factors in our social
responsibility. According to the corpora-
tion's HSE instructions, all the team
members (the corporation's employees
and workers working under the corpora-
tion's supervision) are responsible for
keeping the working environment safe
(concerning physical and mental health).
The supervisors are especially obligated
to monitor the work environment con-
stantly.

For MAKINEN Finland operations, Occu-
pational Safety Committee, chaired by
HSE Manager, holds its meeting at least
once every quarter during a fiscal year.
The Committee fulfills the statutory oc-
cupational health and safety cooperation
by monitoring the implementation of the
occupational health and safety plan and

MAKINEN SUSTAINABILITY REPORT 2021—-2022

occupational health care, as well as mak-
ing proposals for the development of
occupational health and safety for the
employer. In May 2022, we published our
HSE Policy statement, which is a com-
mitment to improving our HSE processes
continually.

During spring 2022, the Committee
members have influenced the company's
health and safety awareness by sharing
information and actively participating in
development work. The Occupational
Health and Safety Plan is usually created
for two years at a time. Because of the
impact of the COVID-19 pandemic on the
business operations in the previous re-
porting period, the organization contin-
ued fulfilling the tasks of the 2019 plan as
it was still valid.

13



HSE awareness

Our Safety observation system is main-
tained by HSE Manager together with su-
pervisors, occupational health, and safety
representative. In November 2021, we up-
dated the system with an additional chan-
nel for well-being and psychosocial is-
sues. The Committee monitors the obser-
vations and makes corrective actions to-
gether with the supervisors. It is our will
and responsibility to acknowledge threats
that affect our employee well-being in all
aspects.

In January 2022, we expanded our report-
ing system for safety observations to all
Finland operations. The system now
makes it easy for everyone to report their
observations on their mobile devices. All
incidents, near-miss situations, and haz-
ard identifications are reported using the
same system. As a result, and as we ex-
pected, we saw a positive increase in the
number of entries. The update was also a
booster for safety awareness, and the ob-
servations evoked fruitful conversation
and actions toward a healthier and safer
workplace.

Reported safety observations

2021—2022 88
2020—2021 12
2019—2020 28

MAKINEN
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Zero harm

Our long-term goal is zero work-related
injuries and accidents. We have stream-
lined and updated the accident reporting
criteria, and the figures from the previous
reports are not comparable. We have also
introduced the Accident frequency rate
(LTA, lost time injury). When compiling the
statistics on occupational accidents that
occurred to our employees, we have in-
cluded all such accidents that have result-
ed in more than one day of sick leave.
There were no occupational injuries or
accidents resulting in a long-time recovery
(>30 days).

In the reporting period 2021-2022, there
occurred one (1) accident that led to a
short sick leave. We take all accidents seri-
ously: the organization investigated the
incident to find the root causes and im-
prove our operations. We continue taking
measures to create a safer working envi-
ronment. The total number of recordable
accidents is three (3) among all employ-
ees. No occupational diseases were re-
ported.

At MAKINEN, our employees receive oc-
cupational health care as required by law.
Our long-term occupational health care
provider, Mehildinen, offers basic health
checks (such as pre-employment and pe-
riodic medical examinations) and sup-
ports our personnel in health concerns

PEOPLE AGENDA
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and minor accidents. In cooperation with
the service provider, we have identified
the ability to work as our focus area, which
we especially want to ensure. According
to our plan with the service provider, we
arranged training lessons on ergonomics
during this reporting period.

Our occupational health care provider
prepared a report on workload factors in
November 2021. The survey results were
used in the risk evaluation of the work-
place. Among other things, we made an
effort to increase the well-being of the
employees and reduce the burden factors
by clarifying the etiquette rules for open
office working and by reforming the work
clothes and footwear policy on the pro-

MAKINEN SUSTAINABILITY REPORT 2021—-2022

duction side. We campaigned and in-
formed our employees about the offerings
and coverage of occupational health ser-
vices on the company intranet and at the
personnel event in March 2022.

Accident frequency 2021-2022

LTA 8.68

(>1 days absences / hours worked *1,000,000)




Workload factors vary greatly in the
different functions of our organization.
Repetitive movements and work phases
cause production load; however, the
mental load can be a more significant
factor in office work. In project work, the
shipyard as a work environment brings
various challenges, which we prepare for
with targeted, precise instructions and
training. Awareness of physical and psy-
chosocial stress factors has increased in
our organization during the past fiscal
year, thanks to various work groups and
operational development work.

At MAKINEN, maintaining order, cleanli-
ness, carefulness, and cautiousness is

everyone's responsibility. The compre-
hensive update on our safety rules and

‘
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cleanliness instructions started in spring
2022 and will continue in fall 2022. All
team members are expected to follow
the instructions and use appropriate
protective equipment on the production
site. The visitors are also obligated to
comply with our company's safety policy.
The comprehensive update on our safe-
ty rules and cleanliness instructions
started in spring 2022 and will continue
in fall 2022.

Code of Conduct

MAKINEN’s Supplier Code of Conduct
requires all of our suppliers to protect
the health and safety of their employees.
We expect full compliance with our safe-
ty policies from every person who works
on a MAKINEN site. In the refurbishment
projects, we carefully follow our HSE
processes, including training sessions,
safety orientations, and documentation
such as Safety Guidelines and Worker’s
Manual, which everyone must read, learn

- and comply with. MAKINEN is deter-

mined to promote the importance of
personal safety, safe behavior, and envi-

_ ronmentally sustainable ways of working,

MAKINEN

as they are crucial factors in creating a
secure work environment for every per-
son associated with MAKINEN opera-
tions.

PEOPLE AGENDA

ENVIRONMENTAL AGENDA

Well-being & equity

We have significantly invested in increasing
open dialogue and employee engagement
opportunities during the reporting period.

The Idea Tool, launched in 2021, is a plat-
form where any organization employee can
propose and share their ideas, for example,
on improving company operations and em-
ployee well-being. The Idea Tool allows
employees to comment and vote on their
colleagues' ideas. We have implemented
many excellent ideas and rewarded our
employees for their active use of the tool.

Employees can substantially impact well-
being at work through the "We are
MAKINEN" workgroup. The group serves as
an employee council, with representatives
from all business lines and functions. The
group is divided into five teams, each fo-
cusing on its individual development goal.
Based on feedback collected directly from
all employees, the teams have worked on
the initiatives that have led to tangible
changes in the workplace.

We have started actively using the Info TV
Screens in the Finland offices to communi-
cate and spread information to all sites
and locations. The Info Screens have been
used for campaigning and distributing in-
formation on occupational safety, recy-
cling, and other HSE topics.

To maintain and increase the well-being of
our employees, we have set forth practices
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and operational models, such as the
Equality and Non-Discrimination Plan, Pre-
vention of Harassment and Bullying, and
Early Support Model for Work Ability.

All our employees and those employed by
MAKINEN Finland must comply with the
Equality and Non-Discrimination Plan. The
plan provides instructions for appropriate
work behavior and maintaining a high level
of work well-being and job satisfac-

tion. During the reporting period, no inci-
dents of discrimination or negative social
impacts occurred in our operations.

With the help of the Early Support Model,
potential issues concerning the ability to
work can be tackled, restoring the ability to
work and preventing incapacity for work.
We have developed the Model in coordi-
nation with the occupational health care
provider Mehildginen in Finland.

Whistleblower, an anonymous notification
channel for reporting possible violations,
or unethical conduct, was implemented in
the summer of 2021. Employee Code of
Conduct will be released during the next
reporting period, 2022-2023.

We conducted the employee satisfaction
survey in June 2022; the previous survey
was conducted in May 2021. The response
rate increased by 20 % compared to 2021,
with the total rate being 53 %.



SUSTAINABILITY AT MAKINEN PEOPLE AGENDA ENVIRONMENTAL AGENDA ECONOMIC AGENDA  GRICONTENT

ENVIRONMENTAL
AGENDA

\

.

\\\\\\\\\

{
\
NN

We contribute towards a low-carbon economy and
use natural resources with care and respect for the

environment.
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Carbon footprint

In the reporting period, we calculated our car-
bon footprint for the first time for the period Jan
1, 2021 — Dec 31, 2021. We will use the calcula-
tion results as a comparison in future calcula-
tions. The calculation period, the calendar year
of 2021, differs from the period of this Sustaina-
bility Report, which is prepared for the fiscal
year Jul 1, 2021 — Jun 30, 2022. The carbon foot-
print calculation period, tied to the calendar
year, aligns better with the annual cycle and
schedule of refurbishment projects.

The calculation of our greenhouse gas emissions
follows the guidelines of the GHG protocol. The
greenhouse gas emissions generated are classi-
fied into Scope 1, Scope 2, and Scope 3 emis-
sions, as per the protocol guidelines.

OBJECTIVE

Reduce CO2 emissions, GHG Protocol Scopes
1&2

PEOPLE AGENDA

covers the organization's direct emis-
sions from sources owned or managed
by the company, own energy produc-
tion, and fuel consumption of compa-
ny-owned or managed vehicles

pany

covers the organization's indirect emis-
sions, such as electricity and heating/
cooling energy purchased by the com-

value chain

includes all other indirect emissions
that occur in the organization's entire

TARGET

CO2e baseline calculated and
target set

RESULT

Completed, baseline
calculated, and target set:
carbon-neutral within Scopes 1
& 2 by 2028

MAKINEN
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The total carbon footprint of our company is
564.4 tons of CO2e. Our operations (Scope 1
and 2) impact on the emissions is minor com-
pared to the emissions of our value chain. Our
company's direct Scope 1 emissions mainly
consist of the oil heating of the MAKINEN
premises and production site in Lieto, Finland,
and the fuel used on our company cars. Scope
2 carbon footprint is O because the electrical
energy purchased by our company is 100 %
renewable. In the reporting period, our total
electricity consumption was 167,660 kWh.

To achieve our goal of being carbon-neutral
within Scope 1by 2028, we will focus on re-
placing oil heating with renewable energy and
using bio-based fuels.

From Scope 3 emissions, we only included the
most significant emission sources in the calcu-
lations: project travel, logistics, waste, employ-
ees' work trips, and business travel.
MAKINEN'’s business is essentially a project
business, and the company's Scope 3 emis-
sions vary annually depending on the size and
geographical location of the executed pro-
jects.

Ten electrical charging stations were installed
at MAKINEN premises in Lieto, Finland, for
employees to charge their electric or hybrid
cars and to support low-emission commuting.
The Housing Finance and Development Cen-
tre of Finland provides investment support for
electrical charging stations.

MAKINEN

Scopel = Scope 2

Fuel
consumption

Oil (for
heating)

Gas (fossil)

PEOPLE AGENDA

= Scope 3

| (liters) or
kg (kilograms)

21,200 |

5,730 1
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MAKINEN's carbon feotprint

_ 564, 4 tonnes, ¢ Juivalent

- 2.3

B -

A0 mEBusiness travel
16,9

. m\Waste

Work commuting
296,2
78,5
Scope 1 Scope 2 Scope 3

The calculation of project travel and ex-
port transport is based on the number of
people and cargo. The calculation con-
siders the number of people, the depar-
ture location of the people and the car-
go, the cargo weight, and the method of
transport. The project traveling gener-
ates the largest share of emissions: ap-
proximately 1.5 million passenger kilo-
meters by airplane. To reduce the car-
bon dioxide emissions of project travel,
we are committed to acquiring new
qualified subcontractors closer to the
project site locations.

MAKINEN SUSTAINABILITY REPORT 2021—-2022

The calculation of business trips has
been made based on a business trip
survey of our personnel. When calculat-
ing the business trip emissions, we in-
cluded the mileage allowances, taxi
trips, train and bus tickets, and hotel
stays. During the year, remote work rec-
ommendations and gathering re-
strictions due to the pandemic signifi-
cantly reduced emissions generated by
travel.
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Optimizing material use and minimizing waste

We keep the environmental impacts of
production low, and our internal working
guidelines instruct us to choose environ-
mental, social, and economically sustaina-
ble solutions. In our production and pro-
jects, we choose the solutions that maxim-
ize sustainability in the project frames of
our clients. Optimizing the sustainability of
our operations includes the proper selec-
tion of interior material solutions, produc-
tion, logistics, storage planning, people
flow, accommodation, and operational
work at the dry dock or shipyard.

MAKINEN is the only company that has
successfully implemented the Lean ap-
proach to ship cabin refurbishment. The
term originates in the automotive industry
and refers to a highly efficient operating
method encompassing just-in-time pro-
cesses. This accuracy leads to a more opti-
mized, sustainable, and safer work environ-
ment and less waste overall. Waste removal
is also part of the detailed schedule, so
waste is not neglected and does not end
up in the wrong location.

We manufacture custom-made sofas, sofa
beds, headboards, and other custom-
made furniture in our furniture production
facility in Lieto, Finland. We also deliver
drapes, sheers, bed skirts, decorative pil-
lows, and other textiles. In our production,
we use materials for two purposes: pro-

MAKINEN

ducing interior products and packing. This
generates waste materials such as fabrics,
foams, metal, wood, plastics, cardboard,
aerosols, solvents, paints, varnishes and
glues, and small amounts of glass and pa-
per. Our total waste amount in this report-
ing period was 39.06 tons (in the previous
reporting period, 28.59 tons). The amount
of utilized waste was 19.05 tons, and the
amount of hazardous waste was 20.01
tons. We had to dispose of a significant
amount of expired, hazardous waste, such
as paint, glue, varnish, and sealing com-
pounds, for the projects canceled due to
COVID-19.

Utilized waste (%)

2%

2%

X/

m Energy waste s Glass Metal

= Pape

s Cardboard

Packaging

The furniture is delivered from Lieto, or our second warehouse in Turku, Finland,
to the shipyards for installation onboard the ship. We only use the smallest
amount of furniture packaging materials needed to secure the goods' quality
during transport. We choose materials that are recyclable, reusable, and as light
as possible. The most used materials are cardboard, plastic, and wooden pallets.
All materials are used multiple times, if possible, and all residue is recycled or
utilized as energy waste.

Packaging materials (tons)

2,13

m Cartonboard = Wood

Plastics

With all material use, the aim is to minimize waste as much
as possible. For example, by optimizing carpet roll width
instead of the standard width for all carpets, we could de-
crease the amount of carpet sgm by 14.4 %.

We donated the surplus fabrics and fabric samples from
Furniture Production to local kindergartens, schools, and
the 4H club. In addition, the leftover items and materials
from our production and project sites are offered to our
employees for private use. We also organize leftover givea-
ways for our employees once or twice a year.

Burnable waste
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Responsible sourcing

We recognize that our company can only be as sustain-
able as its supply chain. In spring 2022, we launched the
MAKINEN Supplier Code of Conduct which sets out the
ethical business practice requirements that we expect
from our suppliers. It covers areas such as legal compli-
ance, ethical conduct, and the standards we require
from our suppliers regarding the environment. We ex-
pect our suppliers to comply with the Supplier Code of
Conduct requirements in all their dealings with
MAKINEN and with their employees, suppliers, and third
parties. Since the beginning of March 2022, when we
started collecting the signatures for compliance, 50 % of
our key suppliers have signed the MAKINEN Code of
Conduct. The target for the next reporting period is 65
%, and the overall target is 80 % during the reporting

OBJECTIVE

Supplier Code of Conduct signed by key suppliers &
subcontractors

Cabin weight savings for fuel efficiency. The weight of
cabin furniture decreased compared to the level in
2018 (Millennium class).

PEOPLE AGENDA

period 2023-2024.

Child and forced labor risks are often present in global
industries. In international shipbuilding, the supply and
value chains can be strongly branched, and each branch
can extend to several locations around the globe. The
further we track the value chain, the less transparency
there may be. Generally, there is more transparency in
the workforce supply chain, as the chain is very short,
and the work happens under our direct supervision. The
material supply chain, however, can be globally
branched and, therefore, less transparent. The com-
plexity of the chain brings challenges to supervision.

We assess supplier sustainability with background
checks and on-site audits. During the reporting period,

TARGET RESULT

80 %
Target in the next reporting
period: 65 %

30 %

ENVIRONMENTAL AGENDA

In progress, 50 %

In progress, 20 %

ECONOMIC AGENDA  GRICONTENT

we conducted five supplier audits. Non-conformities
were not reported or found in these audits.

In compliance with our subcontractor obligations and
liability policy, we ask MAKINEN subcontractors and
suppliers to fulfill the Contractor's Obligations Act re-
quirements. This way, we can ensure our contract part-
ners have registered for tax prepayment and employer
and VAT registers. We also investigate employment's
main terms and conditions, possible collective agree-
ments applied to the job, or whether contractors have
paid taxes or taken out pension insurance. The partner's
occupational health care organization also needs to be
reported.

INDUSTRY, INNOVATION
AND INFRASTRUCTURE

1 RESPONSIBLE
CONSUMPTION
AND PRODUCTION

O

MAKINEN
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Local support

Our production facility, where we manufacture sofas, headboards, and other custom
-made furniture, is located in Lieto, Finland. We also aim to make our purchases
from local suppliers whenever possible.

We collaborate with universities, colleges, and other educational institutes to offer
career opportunities at MAKINEN for new graduates and traineeships and thesis op-
portunities for students.

We donate leftover materials and fabrics to local schools and daycare centers. In the
reporting period, we also supported the local ice hockey team TuTo by offering
game tickets and discounts for our employees for recreation.

MAKINEN
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ENVIRONMENTAL AGENDA
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Sustainable materials & solutions

The shipbuilding industry is working on
major sustainability gains like carbon
emissions and biodiversity loss. On the
interior side, there are many things that
we could do and add up to these im-
portant topics. The amount of furniture
and interior materials used in the refur-
bishment business is enormous. The
good thing is the offering of sustainable
materials and products has significantly
increased in the past few years. Innova-
tions are developed and introduced to
the market all the time. End-of-life plans
for interior materials are needed, espe-
cially regarding how to refurbish, reuse
and recycle materials effectively.

During shipbuilding projects, our client
works closely with the architects to de-
termine the interior design of the areas.
The collaboration includes defining the
materials and furniture specifications for
each interior space. Our role is to sup-
port our clients and architects in select-
ing sustainable solutions by offering our
strong knowledge and experience of
materials and supplier companies.
Whenever possible, we offer our consult-
ing support in the product design phase.
We help our clients to make the right
choices within the frames of the archi-
tect’s requirements and the rules and
regulations of the industry.

MAKINEN SUSTAINABILITY REPORT 2021—-2022

The lighter cabin weight equals a reduc-
tion in the total weight of the entire ship,
which results in less fuel and emissions.
With the latest innovations and the right
material choices, we can significantly re-
duce the cabins’ weight. The weight of
the fixed furniture of one standard pas-
senger cabin is about 600-700 kg when
traditional interior materials are used.
With lighter material choices for fixed
furniture, we can now achieve a 20 %
reduction in weight, and we aim to reach
a weight reduction of up to 30 %. This
means that in a refurbishment project
with a scope of 2,000 cabins, the cruise
ship's weight will decrease by approxi-
mately 400,000 kg.

Our goal is to offer more advanced, sus-
tainable solutions in our interior prod-
ucts and turnkey project solutions. We
strive to be a forerunner in building sus-
tainable marine interiors and promote
awareness of sustainability's importance
within our stakeholder groups and the
entire subcontractor network in the in-
dustry.
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GRI CONTENT TABLE

Reporting scope

This MAKINEN 2021-2022 Sustainability Report is the corporation’s third sustainability report that offers transparency for our social and environmental impacts to our stake-
holders. The reporting period for this report is our previous fiscal year, from July 1, 2021, to June 30, 2022. We use an annual reporting cycle. MAKINEN’s Sustainability Report
2021-2022 has been prepared according to the Global Reporting Initiative (GRI) Standard. Material topics have been selected based on a materiality analysis. This table speci-
fies where you will find more information on the GRI disclosures.

The organization has not applied the precautionary principles or external initiatives defined in the GRI standards in this reporting period. For questions concerning the report,
please contact VP, Sustainability & Brand Management, Mrs. Kirsi Orava, kirsi.orava@ismakinen.com.

Disclosures Disclosures
21 Organizational details 56,12 401-1 New Employee hires and employee turnover 12
2-2 Entities included in the organization’s sustainability reporting 6 401-3 Parental leave 12
2-3 Reporting period, frequency and contact point 23
2-6 Activities, value chain and other business relationships 6 403-1 Occupational health and safety management system 13
2-7 Employees 12 403-3 Occupational health services 14,15
2-8 Workers who are not employees 12 403-9 Work-related injuries 14
2-9 Governance structure and composition
2-12 Role of the highest governance body in overseeing the 7 404-1 Average hours of training per year per employee 13

management of impacts 404-3 Percentage of employees receiving regular performance 13
2-13 Delegation of responsibility for managing impacts 7 and career development reviews
2-14 Role of the highest governance body in sustainability reporting
2-22 Statement on sustainable development strategy 3 405-1 Diversity of governance bodies and employees 7
2-27 Compliance with laws and regulations 12
2-28 Membership associations 8 406-1 Incidents of discrimination and corrective actions taken 15
2-29 Approach to stakeholder engagement 8
2-30 Collective bargaining agreements 12 408-1 Operations and suppliers at significant risk for incidents of child labor 21
302-1 Energy consumption within the organization 18 409-1 Operations and suppliers at significant risk for incidents of 21

forced or compulsory labor

305-1 Direct (Scope 1) GHG emissions 18
305-2 Energy indirect (Scope 2) GHG emissions 18 414-2 Negative social impacts in the supply chain and actions taken 1,21
305-3 Other indirect (Scope 3) GHG emissions 18
306-1 Waste generation and significant waste-related impacts 19
306-2 Management of significant waste-related impacts 19
306-3 Waste generated 19
306-5 Waste directed to disposal 19
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