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INTRODUCTION

The Brandix Group is Sri Lanka’s largest apparel exporter and a total solutions provider to the global
apparel industry. Over the years, Brandix has systematically built a framework to proactively drive
economic, environmental, social and ethical imperatives in line with its vision and values. The
framework is crucial in maintaining globally compliant platforms that prompt ecological efficiency,
cleaner technology, effective resource use, gender and economic equality, responsible product
stewardship and ethical labour practices.

Over the years, particularly in 2007 Brandix implemented a series of wide-ranging initiatives in its
endeavour to become an environmentally responsible apparel manufacturer. In recognition of the
urgency of climate change, Brandix began work on a five year plan to reduce its carbon footprint by
as much as 25% by 2012. The Group also implemented a range of initiatives, in line with the Marks &
Spencer ‘Plan A’ programme, in order to make its operations more environmentally sustainable.
Further information of these initiatives is contained within this report.

1. CLIMATE CHANGE

Brandix has committed to ‘greening’ its operations in acknowledgment of the impact every
business has on the environment. The methods employed to achieve this include reducing
energy consumption and increasing the use of renewable energy, the details of which are
contained below:

1.1 GREEN FACTORY INITIATIVE

One of the Group’s oldest
plants, Brandix
Casualwear — Seeduwa
(BCS or the Green Factory
— reference used in this
report) was identified as a
testing ground for the
Group’s new
environmentally
sustainable initiatives. This
pilot project was launched
in June 2007 and will be
rolled out across the Group
upon its successful
completion. The following
are the key measures of
the project’s success:

- The factory’'s Carbon footprint is expected to be reduced by 46% following the re-
design of the existing factory building and installations.
- This initiative is expected to save electricity by 40% and fuel by 10%.
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GREENER INFRASTRUCTURE

The Group is taking the South Asian garment industry to a new frontier by setting up
the ‘Brandix India Apparel City’ (BIAC) in Andhra Pradesh, India. BIAC will be an
integrated apparel supply chain city and is expected to function as a vertically
integrated operations centre, housing companies that specialise in manufacturing and
related services from across the world.

BIAC will be managed by Brandix and its most pertinent aspect is that it features a
range of sustainable, eco-friendly initiatives. These include, minimal felling of existing
trees, a designated ‘greenbelt’ area, a rainwater harvesting pond and a tertiary
treatment plant to recycle and re-use the treated effluent.

CARBON NEUTRALISATION

Brandix is committed to implementing sustainable business practices and as part of
its efforts, the Group is working on a five year plan towards reducing its carbon
footprint by 25% by 2012. In order to achieve this goal, a Green House Gas (GHG)
inventory system was implemented in 2007. This system will enable tracking of CO2
emissions while helping to identify opportunities for GHG reductions.

1.3.1 Clean Development Mechanism (CDM)

In 2007, the Group commenced an extensive study of its GHG emissions
across all its plants and offices. Following the completion of this study,
Brandix intends to implement the CDM and receive certification, in order to
better monitor GHG emissions and earn carbon credits.

1.3.2 Green Transportation

An electric car has been

introduced at the Green

Factory and is expected to

facilitate the transfer of

samples between Brandix

factories in addition to general

usage. The vehicle is an

economical, eco-friendly,

battery-run, four-seater car that

will replace the Diesel-run

vehicle that is currently in use

at the factory. This initiative is expected to reduce CO2 emissions by as
much as 950kg per month and further rollouts will be planned based on the
success of this initiative.




1.3.3
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Recycling Waste Paper

A systematic method of solid waste collection,
storage and recycling was introduced across the
Group. This resulted in the recycling of 123 tons of
waste paper and saved:

- The felling of 2,098 fully-grown trees
- 3,923 m°® of water

- 493,797 Kwh of electricity

- 370 m® of landfill

Tree Planting

National Tree Planting Day 2007
was celebrated by planting over
1,400 saplings across the Group.

Brandix India Apparel City has a
compulsory green belt of 140 acres
and its infrastructure promotes
growth and prevents felling of
existing trees. If the felling of a tree
is necessary then, two trees will be
planted for every tree cut.

1.4 RENEWABLE ENERGY SOURCES

14.1

1.4.2

Bio-gas Initiative

An Anaerobic Digestion process is in operation at our garment finishing
facility (Brandix Finishing Ltd - BFL). This process generates bio-gas of
approximately 600 Litres per day from the bio-degradable waste accumulated
(bio sludge and food waste). This renewable energy source is utilised in the
plants’ canteen facility.

Another Anaerobic Digestor is currently under construction at the Group’s
Green Factory.

Wind Power Plant

A pilot project has been implemented at the Green Factory. The capacity of
this wind power project is estimated at 600W and it provides electricity to the
main boardroom. Following the successful completion of this project, the
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implementation of a higher capacity wind power plant that can meet the entire
Group’s requirements will be evaluated.

ENERGY CONSERVATION

In 2007, the Group achieved an overall savings of 10% in energy conservation. Some
of the energy-saving initiatives are:

1.5.1 Sky Lighting and LED Task Light Systems

Sky Lighting and LED Task Light Systems have been introduced at the
Green Factory. This initiative resulted in a 10% reduction in energy
consumed each month.

1.5.2 High Bay Lights

The anticipated overall saving resulting
from the introduction of High Bay lights
at the Green Factory is 1% of the
factory’s overall monthly electricity
consumption.

1.5.3 Fuel Additive

A bio-engineered liquid fuel additive made of natural enzymes, extracted from
green plant material, was introduced to improve the combustion efficiency of
the boiler and to reduce pollution. It has resulted in overall monthly savings of
109,200MJ of energy and 2% of furnace oil consumption (2,600L) at BFL.

1.5.4 Upgrading Boilers and Distribution

- The steam boilers were tuned, the steam distribution system was re-
designed and re-insulated at both BFL and at the Green Factory.
This has resulted in a saving of 55,700 litres of furnace oil, per
annum.

- A condensate and flash steam recovering system was also
introduced at several facilities.
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AWARENESS PROGRAMME: CLIMATE CHANGE

The Brandix Group has 25 manufacturing facilities and over 22,000 Associates
(employees). The ‘green message’ has been cascaded across the Group in the
following ways:

An Internal communications programme called ‘Haritha
Peraliya’ in Sinhalese (translates as a “Green Revolution”
in English) was rolled out in July 2007. This was launched
initially at the Green Factory and subsequently across the
Group to build awareness on the issue of global warming,
the effects of climate change and the importance of
energy conservation. The programme was carried out in
the vernacular in order to assist the 93% of the work force
who speak primarily in Sinhala to grasp the meaning with
ease.

A rally was held in May 2007 at the Green

Factory and a series of activities

conducted to drive the ‘green message'.

Several prominent individuals spoke in

support of the initiatives at the rally,

including, the Group’s CSR Brand

Ambassador, Lasith Malinga. Malinga, a

member of the Sri Lankan Cricket team is

well known throughout the country for his

sporting prowess and particularly so, at

Brandix where he signed up to promote

and enhance awareness of the Group’s efforts to advance best practices in the areas
of Corporate Social Responsibility (CSR) and Human Resources Development
(HRD).



WASTE

Committed to reducing the amount of waste generated by the Group, Brandix has adopted a
series of measures including zero waste to landfill, wastewater recycling and solid waste
management.

2.1

2.2

ZERO WASTE TO LANDFILL
2.1.1 Sludge Brick Development

BFL initiated the sludge brick project in

2006, in order to minimise its sludge

waste disposal to landfill. 900 sludge

bricks are produced monthly at BFL

thereby reducing as much as 90% of its

primary sludge disposal. The success of

this project was highlighted in 2007 when

the manufacture of sludge bricks was

optimised and the first consignment

donated to Rehab Lanka for the construction of a two-storied training centre
cum workshop. Rehab Lanka is a national organisation whose primary
objective is to help differently-abled people secure gainful employment. This
project is funded by Marks & Start, the flagship community program of Marks
& Spencer.

WASTEWATER RECYCLING

A Reverse Osmosis plant and a Multi-Media Recycling plant
are in operation at our thread manufacturing and dyeing
facility (A&E Lanka - AEL) and at BFL, respectively. These
initiatives facilitate the wastewater recycling process:

- 65% of water used in the production process at AEL was
recycled and reused. This resulted in an annual saving of
approx. 25,000 m*® of water.

- 12% of wastewater was recycled with multi-media
filtration at BFL, which resulted in an annual saving of
4000m°,

2.2.1 Oil-Water Separation

80% of waste furnace oil discharged by the steam
boilers was separated using an oil-water separator at
BFL and subsequently reused. This reduced the
consumption of furnace oil by 2160 Litres per month.
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2.4

2.2.2 Re-Usable Bags

Introduction of re-usable bags for sample
handling at BFL, reduced the generation of 600kg
of polythene annually.

SOLID WASTE MANAGEMENT

Solid waste management includes all activities that seek to minimise the health,
environmental and aesthetic impacts of solid waste. At Brandix, food and fabric waste
as well as polythene is collected and stored at a centralised Waste Management
Centre. The materials are subsequently distributed to poultry farms and recycling
companies.

2.3.1 Chemical Containers

At BFL, 3480 chemical empty containers were cleaned and re-used.

AWARENESS PROGRAMME: WATER AND WASTE MANAGEMENT

A poster campaign was introduced across the Group to educate employees on how
to conserve water and reduce waste. Here too the campaign was run in the
vernacular, to ensure the message reached and was understood by the entire

®mo - o *"x =~ 0 =



RAW MATERIALS

The Group is working towards ensuring that key raw materials used are sourced from the
most sustainable supply available. Throughout 2007, increased focus was placed on
producing clothing from organic linen and cotton and introducing rainwater harvesting
systems. In addition, the group introduced more effective formulae for the purpose of dyeing
and washing products, resulting in a saving in the amount of water consumed in the
production of each item.

3.1 SUSTAINABLE MATERIALS

3.1.1. Global Organic Textile Standard

- 8 Brandix Group SBU's, including Brandix Textile Ltd. and Brandix
Finishing Ltd. have received certification to produce organic products
by Global Organic Textile Standard (GOTS).

- Following the GOTS certification, 7,500 organic ladies trousers were
manufactured with locally processed organic fabric and marketed in
December 2007.

3.2 WATER HARVESTING

Water harvesting is a process by which
rainwater is collected and re-used.
Rainwater harvesting has been introduced
at Brandix and this process also conserves
energy as it bypasses the energy input
needed to operate a centralised water
system.

- Rainwater harvesting ponds were constructed for use in the production process
at the Green Factory (capacity - 115m®) and at BFL (capacity - 50 m®).

- At the Green Factory 64,000 litres of water utilised for daily consumption is
recycled water 15% of the recycled water utilised comes from their rainwater
harvesting process.

- BIAC has constructed a 21-acre rainwater-harvesting pond, in addition to the
existing 19-acre rainwater-harvesting pond, the collective capacity to accumulate
and store up to 400,000 m® of rainwater. It is anticipated that this will satisfy
approximately 3% of the process water requirements within the Indian apparel
city.



3.3 RESOURCE CONSERVATION

3.3.1 Neutralisation Plant

At Brandix Textile Ltd. (BTL), the high alkali
wastewater is neutralised by flue gas injection.
This has saved 1000 tons of sulfuric acid
consumption per year.

3.3.2 Formula Improvements

A Research & Development programme was initiated in the dyeing and
washing process at BFL to improve the production formulae and reduce the
consumption of excessive resources. This improvement saves 48,000 m® of
water per annum.

FAIR PARTNER

The Group strives to integrate the values of the organisation with those of the Group’s
partners. Brandix realises the need to integrate the workings and values of the supply chain
with the manufacturing processes and has taken several steps to achieve this.

4.1 VENDOR SUMMIT 2007

The annual Vendor Summit

brings together key suppliers

from countries such as India,

Hong Kong, UK and USA. The

theme of the 2007 summit was

‘Stepping up to Green Pastures’

and several Kkey resource

personnel were invited to speak, including Paschal Little, Head of Technology
Lingerie at Marks & Spencer. The summit served as an opportunity for Brandix to:

- To share with the vendors the importance of ‘greening’ the supply-chain

- Share the Brandix experience with regard to the road to acquiring LEED
certification at the Green Factory and other initiatives relating to environmental
management

- Reward top suppliers for their contribution to the Group’s growth

To re-iterate the importance of conservation to its key supply-chain partners, the CEO
of Brandix sent a ‘Call to Action’ letter to the key personnel at each of the supplier
organisations following the Vendor Summit. The letter strongly urged the organisation
to consider introducing sustainable business practices and offered to share the




Environmental Management expertise available within Brandix following its
considerable green-building efforts.

FAIRTRADE CERTIFICATION

Brandix Textile Ltd. was awarded Fairtrade Certification during the course of 2007.

The Group’s other facilities (manufacturing and garment finishing plants) are currently
working towards obtaining Fairtrade Certification.

WATER IS LIFE

The Group has an on-

going commitment to

providing communities

across the country with

access to and information

about potable water. This

stems from recognising

that in most communities

across Sri Lanka, it is the

women (who form the

majority of the Associates

at Brandix) who have the

burden and responsibility

of providing clean water for

the home. A scarcity of

water and a need for clean water is an issue for our Associates and their communities
and this is now at the core of the Group’s social responsibility ethos. Our plan for
collective action is on the platform of water, as a sustainable life giver to the people.

- Brandix now has over 500 water-related projects of varying sizes benefitting more
than 1,000 families.

- In September 2007, a
training institute was set
up in the country's
North-Central Province
to educate the rural
community on issues

surrounding water
management,

conservation and
purification. The institute
was set up in

partnership with GAP at
a cost of LKR 25 Mn.




4.4 IMPLEMENTING 5S PROGRAMMES IN SCHOOLS

The Brandix Group introduced and
implemented the 5S programme in
ten schools of which one went on to
win first place in the All-Island
National Productivity Awards 2007.

The primary objective was for the

participants to initiate the

programme in the schools in which

Brandix has implemented water and

sanitation projects in order to provide support for the sustainability of the projects
undertaken.

5S is a Japanese management philosophy or methodology — a way of organising and
managing the workspace and workflow with the intent to improve efficiency by
eliminating waste, improving flow and reducing process unreasonableness.

HEALTH

Brandix promotes a healthy lifestyle amongst all its Associates and recognises that one of the
biggest impediments to this is the consumption of an unhealthy diet. The most important issue
to be tackled here is one of education, about the benefits of eating a balanced diet, free of
additives, salt, fat and sugar.

5.1 ORGANIC VEGETABLE GARDEN

Organic vegetable gardens
have been introduced at

Brandix Intimates -
Minuwangoda and Brandix
Casualwear - Kahawatte

plants. The vegetables from
these gardens are used in the
preparation of canteen food
and any excess produce is
sold to Associates at cost.
One of the aims of this
programme is to educate
Associates on the benefits and ease of organic farming.




6.

OTHER INITIATIVES AND ACHIEVEMENTS

6.1

6.2

6.3

ISO 14001 EMS CERTIFICATION

Two Brandix facilities (A&E Lanka and Brandix Finishing
Ltd., - Ratmalana) continue to maintain ISO 14001
Environmental Management System. A third plant
(Brandix Finishing Ltd.,, — Avissawella) received
certification in 2007.

POLLUTION PREVENTION

The following improvements projects were implemented during the course of 2007 to
prevent pollution:

- Innovative spray-fume extraction system for spray-finishing process at BFL, and

- Dust filtration in the air circulation to make it a “Dust Free Environment” at BCS.

ACCREDITATION, AWARDS & ACCOLADES

The Group has won numerous local and international accolades for its environmental
initiatives. These include:

- The Gold Award at the International Green Apple
Environmental Awards — presented to BFL. This award
was conferred by The Green Organisation of the United
Kingdom, an independent, non-political, non-activist and
nonprofit environment group dedicated to recognising,
rewarding and promoting sustainable initiatives around
the world. The award, the organisation’s highest
accolade for environmental best practice at international
level, was presented for the company’'s innovative
efforts to achieve zero disposal of solid waste and
sludge to landfill by converting its effluent to
environmentally, economically and socially relevant by-products.

- The Award for Excellence in Social responsibility in the ‘Preservation of the
Environment’ category from the American Apparel and Footwear Association
(AAFA) — presented to AEL.




- Brandix obtained the fastest certification from the Worldwide Responsible Apparel
Manufacturing Programme (WRAP) and is still among a handful of companies in
the world that is WRAP certified.

- Social Accountability 8000 Standard: An accreditation received from Social
Accountability International, based in New York. This standard is generally
recognised as being higher and more consistent with ILO and UN conventions
and declarations.

SUMMARY

In recognition of its position as the market-leader, the Group’s social responsibility initiatives have
always extended ‘beyond compliance’ to exceed the expectations of its partners. Numerous initiatives
have been introduced over the years, ranging from compliance to the provision of sanitation and
potable water, providing an indication of the Group’s commitment to develop itself as an ethical and
socially responsible citizen.

Proud of its record of pioneering change, Brandix has spurred some of its business partners and
suppliers to adopt sustainable environmental business practices. The Group’s efforts in becoming one
of the first ‘green’ companies in the region is a consequence of the decision to support Marks &
Spencer in its efforts to be carbon neutral by 2012 and have a ‘greener’ supply chain. The Brandix
Group’s focus on ‘going green’ aims to achieve the buy-in of all Associates, stakeholders and
business partners - in order to encourage ownership of the change.

Brandix initiated a wide-range of environmentally friendly practices in 2007 and is now geared to
achieve a new set of sustainable initiatives and to deliver against increasingly challenging targets in
2008.



