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{ CEO MESSAGE

« There will be about 9 billion people to feed
by 2050 in the world according to the Food
and Agriculture Organisation. Behind this
problematic lies another issue: what
agricultural model and practices will we
implement to feed the world’s population?
At the origin of Biogrow, was the desire to
produce alternatives to current types of
substrates that would have lower |
environmental impacts. We want to
contribute to and promote the development
of an environmentally responsible
agriculture using natural organic substrates.

We developed our first production site in Sri Lanka back in 1998 benefiting from the
country’s large coconut resources. We experienced new ways to produce and
adapted to a different culture. Since 1998, Biogrow’s development has been
continuous, increasing its production capacity and volumes (multiplied by 5),
gaining new markets and improving its production process. The company’s
workforce even grew from about 50 employees in 1998 to about 300 in high
season in 2014.

Nevertheless, we are now looking for ways to continuously develop our business
while limiting our environmental and social impacts. By limiting our energy
consumption, promoting responsible farming and a sustainable agricultural
production model with less fertilizers and pesticides, improving the wellbeing of our
employees and local communities, we want to contribute to the management of
more global issues, such as climate change, access to food and the economic and
social development of a post-war Sri Lanka. These issues may induce direct impacts
on our development, such as decreasing productivity of coconut estates due to
climate change strengthening competition or the deterioration of the quality of our
raw material supplies. If we do not start to address them correctly, these issues
could become risks in the long-term.

We consider sustainable development as an opportunity to develop our company
by reducing some of our operational costs (e.g. energy consumption, waste
production) and by promoting our responsible behaviour towards our stakeholders.
It is our responsibility to encourage the development of more sustainable
behaviours and corporate culture, and to integrate every employee in this great
movement. »

Bruno Vila, CEO Biogrow Lanka s

L/
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{ DIRECTOR MESSAGE

« Biogrow has been producing coir-based substrates
for the past 15 years in Sri Lanka. From the very first
day, the company has been involved with local
communities as well as concerned by its
environmental footprint. Working with a natural
product such as coconut makes us even more
concerned by these issues. A great number of
families’ incomes rely on this business and it is part of
our responsibilities to ensure the viability of their
business and to support them in their activity. In
addition, protecting the environment serves our
supply of quality raw materials.

2014 is the time of our second CSR report, With a
clear starting point and an ambitious plan, we have
foccussed on key actions to succed.

Our 2016 action plan aims at giving the tools to our managers to reach our targets
and to change the company’s impacts. In 2014, we are proud to achieve our first
objectives, on the way to reach all our targets and beyond.

We know the way may get complicated sometimes, but we will do our best to
respect our commitments and to reach our objectives. »

B e -
. . o . = A
Thibaut de Saint-Denis, Director in charge of Z

Corporate Social Responsibilty
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{ BIOGROW IN A (COCO)NUT SHELL

Biogrow Lanka (Pvt) Ltd is a Sri Lankan subsidiary of SARL Vila, which
produces fruits and vegetables in greenhouses in the south of France.
Other subsidiaries of SARL Vila are located in India and in Brazil.

Biogrow has been operating in the field of coconut-based organic
substrates for now 15 years in Sri Lanka. The company has three main
operating sites in Sri Lanka : Negombo for its administrative center,
Wariyapola and Madurankuliya for its production.

Thanks to the work of more than 300 employees in Sri Lanka during high
season, Biogrow produces annually more than four and a half million slabs
of coconut-based organic substrates serving more than 150 customers
worldwide. In addition, the company employs about 40 workers through
its subcontractors.

WWW.bio-grow.com
httos://twitter.com/biogrowpro

Annual Production Employees 2014
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Production Sites & Markets

, — [ ¥ Headquarters
FRANCE'

B Subsidiaries

BRASIL

B Main markets

Key Figures

3 sites in Sri Lanka

_I_ 2 " % of production between 2012 and 2014

4 . 5 m | | O n slabs produced in 2014

- 3 " 6 % electricity consumed in 2012 compared to 201
- 8 % electricity consumed per slab in 2012 compared to 2011
4" 2 containers sent to 4 continents in 2014

More than 3 O O employees in high season

More than " 5 O customers worldwide
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We commit to provide 100% natural
products made of 100% coco. The
products differ in proportions of
cocopeat and chips depending on our
customers’ requirements. Our
products are packaged in grow bags
to protect the material but also to
ease the production and disposal in
greenhouses.

There is no addition of chemicals
(fertilizers, pesticides, etc.) in our
products, they are 100% natural and
help you grow your crops in a
sustainable way.

The raw material used in our products,
the coco husk, is fully renewable and
recyclable. Coco trees can produce
~ throughout the year on a period of
over 30 years, although the
productivity tends to decrease over
time. Coco trees grow naturally in Sri
Lanka, but when needed limited
amounts of conventional inputs are used to facilitate their growth.

At the end of the season, growers can safely dispose of the substrate, either
by spreading it in their own fields or by selling it to other growers willing to
fertilize their soil. There will be no negative environmental impact due to the
disposal of the substrate.

100 % NATURAL FULLY RENEWABLE
FULLY RECYCLABLE NO CHEMICALS

BIOGROW LANKA SUSTAINABLE DEVELOPMENT REPORT - 2014 ‘l’.
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¢ PRODUCT LIFE CYCLE

Supplier Biogrow Subcontractor Client

DEFIBERING&
COCOESTATE HUSK CRUSHING
MILLS

TRANSPORT TO
FACTORY

SIEVING

USE OF DISPOSAL OF
PRODUCTS IN PRODUCTS & COMPRESSING
GREENHOUSE PACKAGING SLAB

PLASTIC
PACKAGING OF
SLABS

SHIPMENT &
DELIVERY TO TRANPSCI;S.IBT TO PALETISING
DISTRIBUTOR AND LOADING
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¢ BIOGROW CSR VALUES

Excellence

Providing goods of quality for our customers is
one of our core values at Biogrow.

All employees from production worker to top
management must conduct his work trying to
reach excellence.

Teamwork

We promote teamwork as the engine of our
organisation. Each employee is an essential link in
our business. Our company would not be where it
is now if not for our employees’ hard work,
collaboration and teamwork.

Solidarity

Solidarity between employees,
solidarity with our business
partners, solidarity towards the
local communities surrounding
our factories and sites,
solidarity in good and bad
times is core to our way of
thinking sustainable
development and  business
management.

Respect
Every employee at Biogrow must respect others in their interactions,
communications and daily work. The respect of human beings and their
rights is essential to Biogrow's way of conduc:ting business.

BIOGROW LANKA SUSTAINABLE DEVELOPMENT REPORT - 2014 ‘l’




a- 9
£ I!. VI
NATURAL CHOICE

¢ BIOGROW CSR STRATEGY

Sustainable Development

« Sustainable development is the development that meets the needs of the
present without compromising the ability of future generations to meet

their own needs »
(European Commission)

Different steps have to be followed to
Social develop a robust and precise sustainable

strategy. The way we aim at managing
ust:tab

sustainable development is by creating a
comprehensive system leading us to an
efficient management of three dimensions:
economic, social and environmental. We
must implement and deploy this system
Economic throughout the company, and make it
understandable by our employees.

Corporate Social Responsibility (CSR)

enterprises for

impacts on society. To
fully meet their social
responsibility, enterprises
« should have in place a
process to integrate

social, environmental,

. . Employees
ethical human rights and
consumer concerns into 3 0)
their business operations WAL A\l

and core strategy in close NATURAL CHOICE

collaboration with their|
stakeholders »
(European Commission)

b e Suppliers &

This colour code will Subcontractors

used throughout the report
to indicate to which area of
action we refer.

BIOGROW LANKA SUSTAINABLE DEVELOPMENT REPORT - 2014 ‘l’.
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Identify Our Stakeholders
The first step to take was to identify our stakeholders in order to have a
clear map of our relations to our direct and indirect environment

Engage A Dialog

We needed to engage a dialog with our stakeholders to know more about
their interests, their expectations and their role in how we conduct our
business. Exchanging with our stakeholders is also a good way to assess our
impacts on them.

Integrate Their Expectations
It was not enough to engage a dialog with our stakeholders. The key issue is
to integrate their expectations if possible in our development

Evaluate Our Impacts

Knowing our impact on our stakeholders helped us integrating their
expectations in our development strategy, trying to make the latter more
sustainable. We conducted a full assessment of our impacts but also of the
risks we are facing and the opportunities arising from sustainable
development.

Define Our Strategy
Once we integrated our stakeholders commitments and evaluated our real
and potential impacts on them, we built a complete sustainable strategy
that consisted in setting :

- clear commitments ;

- realistic and ambitious objectives ;

- relevant indicators ; and,

- an improvement action plan for the period 2013- 2016

Implement Our Action Plan

Once we have our action plan defined, comes the time of implementation.
To manage our different projects and to launch our sustainable strategy, we
decided to hire one employee working full-time on this issue showing our
determination and commitment to sustainable development. We believe
sustainable development and the related actions to be a leverage tool for
our stakeholders development and our own.

Follow-Up And Corrective Actions

We will not stop after the implementation of the actions we planned. We are
in a continuous process of improving our environmental, social and
economic impacts. The definition and follow-up of indicators will help us
track our progress regarding the objectives we have set and that we plan to
reach by 2016. If our indicators show that we are behind our objectives, we
will take all necessary actions to get back on track.

BIOGROW LANKA SUSTAINABLE DEVELOPMENT REPORT - 2014 .i"'
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{ OUR COMMITMENTS

Employees
We, at Biogrow, believe that our employees are essential to our
business.
Biogrow relies mainly on low-skilled workers to produce the organic
substrates. The operation of machines and the management of dusty
materials must be always handled considering the health and safety of
our employees.
The respect of basic Human Rights and the protection of workers’
rights are very important issues for Biogrow.
Commitments :
EMP-4 Biogrow commits to provide clear and
motivating training as well as career development tools to
its employees.

EMP-5 Biogrow commits to protect its employees from
health and safety hazards in the workplace.
EMP-6 Biogrow commits to promote and respect

labour rights within its operations, notably the freedom of
association and collective bargaining.

EMP-7 Biogrow commits to ban forced and child
labour from its practices and operations
EMP-8 Biogrow commits to ban all forms of

discrimination based on age, race, sex, gender, genes,
religion, sexual orientation, social status, disability, political
opinion, and trade union activities.

Environment
We, at Biogrow, believe that environmental protection is crucial for the
sustainability of our business and to meet the needs of the future
generations.
Biogrow’s business is based on the growing of coconuts and regular
supply of coconut husks. Acting on environmental issues, at our
production sites and at our suppliers’ plantations, contributes to
securing the manufacturing of quality products.
Biogrow has a role to play in contributing to the protection of the
country’s natural resources, environment and biodiversity.
Therefore, it is of utmost importance that Biogrow limits its impact on
the environment, through notably the reduction of energy and water
consumption, and the promotion of sustainable agricultural practices.
Commitments :

ENV-1 Biogrow commits to protect the environment,

the local natural resources and biodiversity, and to

continuously work at lowering its impacts related to energy

and water consumption and paper management.

ENV-2 Biogrow commits to respect all relevant
national and international environmental legislations and
regulations.

ENV-3 Biogrow commits to forbid from its practices

any actions that would jeopardize and deteriorate the local
environment.

BIOGROW LANKA SUSTAINABLE DEVELOPMENT REPORT - 2014
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Suppliers & Subcontractors

We, at Biogrow, believe that our suppliers and subcontractors are part
of the company’s success and sustainability.

Biogrow relies on a large network of small, medium and large suppliers
of raw materials and packaging products. We believe that it is in the
communities and in our best interest to accompany our suppliers and
subcontractors in their development. Supporting their businesses
through stable and profitable relations, and providing technical and
financial help contribute to the region and the company’s economic
development.

Commitments :

S&S-9 Biogrow commits to monitor health and safety
conditions at its subcontractors.
S&S-10 Biogrow commits to ensure the respect of its

Ethics Charter at its subcontractors, notably regarding
forced and child labour, labour rights and discrimination in
the workplace.

S&S-11 Biogrow commits to provide technical support
to suppliers and subcontractors whenever possible and
necessary.

S&S-12 Biogrow commits to keep its payment delays to
suppliers and subcontractors within a limit of 7 days from
the delivery.

Customers
We, at Biogrow, consider that providing a product of quality must be
our priority.
Biogrow manufactures organic substrates based on coconut for
professional hydroponic growers who have very stringent requirements
regarding the characteristics of the substrates.
Biogrow commits to meet these requirements, which span from
moisture level, water retention capacities, sand contents, mix of
coconut chips and fibres, electric conductivity, expansion level, size,
weight, etc.
Commitments
CUST-13 Biogrow commits to produce and deliver goods
of quality and respecting customers’ requirements
CUST-14 Biogrow commits to forbid any kind of anti-
competitive agreements and any kind of corruption
practices.

BIOGROW LANKA SUSTAINABLE DEVELOPMENT REPORT - 2014
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Local Communities

We, at Biogrow, believe that we have a role to play in developing the
surrounding communities and improving their wellbeing through
support to the company’s employees and their families and to local
businesses.

With about 300 employees, Biogrow is an important employer in the
Coconut Triangle region (Western Sri Lanka) where are located its
production sites. In addition, Biogrow indirectly employs hundreds of
workers through suppliers and subcontractors in the region.

Through business relations and its employment capacities, Biogrow
helps developing the local economy.

Commitments :

LC-15 Biogrow commits to forbid any actions that
would make the company an accomplice of human rights
violations.

LC-16 Biogrow commits to support the development

of the local communities and to promote their economic
and social viability.

In 2013, Biogrow started to develop its CSR strategy. Its
first step was to commit to internationally recognised
principles grouped in a single commitment: the United
Nations Global Compact 10 principles of sustainable
development.

Biogrow commits to respect these principles but also
to promote them in its everyday management and
actions. We believe at Biogrow that the respect of
basic human and labour rights, the protection of the
environment and the eradication of corruption are
major issues. The company must do its best to help the

United Nations achieve its goals and to promote
sustainable behaviours.

Please check our letter of commitment to the United
Nations Global Compact and our Communication On

Progress : WE SUPPORT
http://www.unglobalcompact.org/

BIOGROW LANKA SUSTAINABLE DEVELOPMENT REPORT - 2014 ‘l"
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The United Nations Global Compact 10 Principles

Biogrow’s achievements regarding these principles are highlighted in
this report each time one of these markers appears.

P 1. Business should support and respect the protection of
internationally proclaimed human rights

P 2. Business should make sure that they are not complicit
in human rights issues

P 3. Businesses should uphold the freedom of association
and the effective recognition of the right to collective
bargaining

P 4. Business should support the elimination of all forms of
forced and compulsory labour

P 5. Business should support the effective abolition of child
labour

P 6. Business should support the elimination of
discrimination in respect of employment and occupation

P 7. Businesses should support a precautionary approach
to environmental challenges

P 8. Business should undertake initiatives to promote
greater environmental responsibility

P 9. Business should encourage the development and
diffusion of environmentally friendly technologies

P 10. Businesses should work against corruption in all its
forms, including extortion and bribery

BIOGROW LANKA SUSTAINABLE DEVELOPMENT REPORT - 2014 ‘l’
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{ OUR ACTION PLAN

Replacement of old machines by more productive and energy
efficient ones

Installation of information panels on environment issues and
practices

Keep our environmental -certification of processes and
products.

Increase knowledge on product’s carbon footprint

Conduct training on Biogrow’s Ethics Charter
Improve Biogrow’s human resources management
Implement of a health & safety monitoring tool
Increase workers’ safety through new equipment
Installation of information safety panels

Training of supervisors on health and safety issues (first aid,
fire evacuation procedures)

Implementation of quality indicators

Continuous improvement of quality procedures

Training of subcontractors on safety and Biogrow’s Ethics
Charter

Continue and formalize financial and technical help provided
to suppliers and subcontractors

Financial help provided to employees for specific occasions
Donations

Partnership with Agro Micro Finance to fund Ilocal
suppliers

BIOGROW LANKA SUSTAINABLE DEVELOPMENT REPORT - 2014 ‘l’
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« Reduce our environmental footprint »

Objective:
5% reduction in electricity consumption per slab by 2016 compared to 2012

Environment is at the core of our business.
Using natural raw materials, we provide
solutions to our customers for the growing of
food crops in greenhouses. We always try to
make our decisions integrating environmental
considerations and thinking about the way we
can improve our impacts.

Our production processes are not energy and
water intensive, but these issues are important
to us. We also work at lowering our office
environmental impacts through the reduction
of paper consumption.

Energy

Our production process only uses electricity to power the sieving and hydraulic
press machines, and the lighting system. In Sri Lanka, electricity is mostly generated
by hydropower plants, which lowers our potential carbon emissions due to energy
consumption. However, Our production cannot suffer any electricity blackouts, so
that from time to time we have to use fuel-generated emergency generating set to
produce electricity. Nevertheless, we are continuously improving our machines to
lower their energy consumption in order to lower our environmental impacts but
also to decrease our energy-related costs.

In addition, for future developments, we are studying the possibility to install at one
of our production site some alternative renewable energy production systems such
as solar panels or mini-wind power plant.

Total Electricity Consumption kWh In 2013, we have developed a
monitoring tool to follow our

500,000 electricity consumption. Before
400,000 thinking about ways to use
300,000 more renewable energy to
200.000 power our factorie.s, we believe
that it is in the environment and

100.000 in our best interests to reduce
0 . . . our electricity consumption

201 2012 2013 2014 first.

Our electricity consumption has decreased over time while we increased our
production capacity and volumes and mechanising our production (conveyors, new
machines).

BIOGROW LANKA SUSTAINABLE DEVELOPMENT REPORT - 2074 ql"
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Electricity Consumption per slab kWh/slab
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We continuously work at modernising our production capacities while reducing our
electricity consumption. For 2010, the lack of aggregated data covering a similar
scope as for 2011, 2012, and 2013 does not represent the actual electricity
consumption of all Biogrow’s sites but only of our administration office in
Negombo. We are on the right path to reduce our electricity consumption.

We have designed an objective for our electricity consumption per slab of
cocopeat. We believe this target is a relevant and efficient managerial tool.
Reaching a 5% reduction (with 2012 as a baseline) of our electricity consumption
per slab is ambitious and we believe that great efforts remain to be done before
2016 to reach this objective.

In 2014, we have already fulfilled our objectives (-12%) but for sure the installation
and use of more energy efficient machines will help us going further on this target
and keep it as low as possible.

Water
Our only sources of water consumption
are located in two phases:

- during the washing of some of
our raw materials for particular
products at our suppliers’ sites.
The raw materials are washed in
big water tanks

- during the quality controls of our
products. We need to test the
expansion capacity of the slabs
to make sure our clients
requests are met.

During quality controls, the water used comes from underground sources and from
public water system. There is no risk of contamination of underground water
resources during the release of water from guality controls as our products are free
of chemicals and of any potential threats for water resources.

Our water consumption is really low and is not significant compared to other
impacts, such as energy. At the moment, we monitor our water consumption but
this area does not constitute a focus for improvement for Biogrow.

BIOGROW LANKA SUSTAINABLE DEVELOPMENT REPORT - 2074 ‘l‘.
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Biodiversity

In 2012, we decided to plant coco trees near our
production sites in order to develop biodiversity
around our factories. We have not deteriorated the
natural environment around our factories to plant
these trees.

Paper consumption

Every year our offices purchase about 60,000
sheets of paper. We know that through paper
consumption Biogrow can modify its impact on the
environment, notably through basic changes in our
daily behaviours, such as reducing the number of
print documents, using more electronic
communication and data recording. Efforts made
on our paper sourcing (e.g. paper quality, paper
from Forest Stewardship Council - FSC -certified . .
forests) or paper management (e.g. paper recycling) can change our |mpacts

In 2013, we have launched a study on the opportunity to change our supply of
paper towards a share of FSC certified paper. This would give us the assurance that
the paper comes from sustainably managed forests and would constitute a means
to contribute to the protection of biodiversity. We are also working on ways to
reduce our paper consumption in our internal and external communications and
data recording and increase the quantity of paper being recycled.

Transport

We work at optimising the transport of our finished products. When possible we
use the empty containers coming to our factories from Colombo to bring pallets or
raw material, thus limiting movements of empty containers and reducing our
carbon emissions.

Disposal of products and packaging

In 2013, we started investigating on how our customers are disposing of the
cocopeat slabs and the plastic packaging. We would like to make sure that
environmental impacts linked to the disposal of packaging are the lowest possible
and that our customers have access to recycling systems or environmentally safe
disposal systems.

In addition, we would like to promote the positive environmental aspects of our
products compared to other mineral substrates alternatives.

Recycling

Our collaboration with our plastic grow bag supplier has resulted in the recycling of
the plastic waste coming from the cutting of the bags. Each year, we send back to
our plastic grow bag supplier about 2 tonnes of plastic for recycling, thus reducing
the use of natural resources to produce plastics. In addition, we cooperate and
exchange on sustainable development issues as well as on the implementation of
sustainable development projects.

BIOGROW LANKA SUSTAINABLE DEVELOPMENT REPORT - 2074 ‘l‘.
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{ EMPLOYEES

« Improve our employees’ health and safety conditions »

Objectives:
Ultimately target O accidents
Reach O lost-time injury frequency rate by 2016

Workers are essential to our business.
Our production sites are located in
relatively poor areas of Sri Lanka and
most of our employees come from
low-budget families. Therefore, we
have a certain responsibility towards
them, notably to try to improve their
wellbeing through fair remuneration,
health & safety protection at work,
and the refusal of any forms of forced
labour for example.

Dealing with our employees is not el FE : :
only about getting the highest e . ", T
productivity out of them but it is also "% » Hi
about providing them with a
discrimination-free, safe and healthy
working place, with good
remuneration and incentives, as well
as ensuring their long-term
employment. Indeed, the production
of coco-based organic substrates
requires some specific skills and our
company’s  productivity can be
impacted by a high employee
turnover. We have a series of
incentives to increase the company’s
attractiveness among our employees.
We try to provide our workers with
sufficient training for their position, to
promote career development and to
make sure they have the appropriate
protection equipment.

1
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Category of employees

W Administration i Male in Administration
& Workshop

“ Production

- . - :
B Female Female in Administration

The number of employees working for our company strongly fluctuates during the
year according to the level of our production. Our high activity season usually starts
in May and ends in October, period during which we receive most of our customers’
orders. Therefore, our workforce increases during this period reaching a peak of
about 300 employees, to then come down to approximately 120. However, we do
favour permanent contracts over temporary ones in order to provide job security to
our workers and to make sure to keep skilful profiles within our company. The
majority of our employees are production workers while administration positions
only represent about 14% of our employees.

Gender distribution

We are proud to be one of the few companies to rely mainly on women and to
promote their career development. Our workforce is mainly composed of women,
especially in the production area. Nevertheless, we are continuously working at
increasing the share of women in the administration.

Employees’ transport

Our workforce is very local. About 75% of
our employees’ homes are located within 15
kilometres around our sites. It takes less
than 30 minutes for half of our workforce
to come to work.

For the last few years, Biogrow has put in
place a transport vehicle to daily drive
about 25% of our employees to the
production sites. Another 30% use local
public transport to go to work.
Nevertheless, an important share of our
workforce continues to walk daily to work.
Overall, the use of individual transport
vehicles concerns only 15% of our
employees.

We are proud of the use of public and
collective transport systems by our
employees.

& Public bus
& Walking
“ Company-paid lorry
& Motorbike
W Bicycle
W Public bus & company-paid lorry
 Private car
 Public bus & walking
Motorbike & public bus
i Others

Walking & company-paid lorry

BIOGROW LANKA SUSTAINABLE DEVELOPMENT REPORT - 2074 ..l"'




NATURAL CHOICE

Accidents

In 2012, we have experienced a significant increase of the
number of accidents at our production sites. These were
due to a series of mishandling of new machines and lack of
awareness of safety rules from our employees. These
accidents were not life threatening and at no moment our
employees lives were at stake. On the positive side, in 2013,
only one minor accident was registered. None has been
registered in 2014.

Nevertheless, all but one accident resulted in minor injuries
such as small contusion or cuts, and scratches.

To avoid these accidents and to reduce the number of lost
days, we are implementing a series of safety training for
our supervisors (basic safety rules, first-aid training). No
fatalities have ever been recorded at Biogrow.

Lost-days rate '
The important increase in the number of lost days rate is explained mostly by one
accident that caused many lost days. However, this accident did not jeopardize the
life of our employee. Our targets for 2016 are ambitious regarding accidents and
lost-days rate reduction and we will implement new practices, such as training and
awareness-raising of employees and supervisors to reach them.

Actions for employees
Each year, Biogrow organises a fully paid trip for its permanent employees. In the
past three years, employees went to Trincomalee, Katharagama and Jaffna.

Every vear, our employees also participated to the Coconut Exporter/Producer
Association competition, which gathered employees from all the cocopeat
substrate industry.

BIOGROW LANKA SUSTAINABLE DEVELOPMENT REPORT - 2074 ql"
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« Promote the development of our suppliers and subcontractors through

fair relations »

Objectives:
Keep payment delays below 7 days

Suppliers

Biogrow’s business s
highly dependent on its
local suppliers. Our
business would not exist
if we did not have
hundreds of raw material
suppliers providing us
with the necessary
cocopeat and fibre
materials. We source all
our materials in Sri Lanka.
Our suppliers are located . R e
within a small perimeter around our product|on 5|tes and mamly in the so-called
“Coconut Triangle” area (between Negombo, Kurunegala and Puttalam). Suppliers
are generally small coco estate owners subcontracting the defibering of the coco
husks to small local businesses.

We know that these suppliers can be significantly impacted by low crop yields and
small harvests due to bad weather conditions. We try to make sure to pay them a
fair price for they raw material supply in order to contribute to their business
development. When possible, we try to work with them to improve their growing
techniques, processes and infrastructure. This can take the form of low/no interest
loans, training, technical help, etc.

We believe that our business future will benefit from the improvement of our
suppliers’ businesses.

More importantly, we make sure to pay on time and to shorten the payment delay.
By doing so, we contribute to securing our suppliers’ cash flow and financing
capacities.

We have other suppliers providing us
with all packaging elements for our
products. We engage in discussions
and exchange of knowledge to grow
together and share best practices
notably in terms of sustainable
development.

One of our suppliers is now beginning
to design and implement  a
sustainable development strategy.
Biogrow is proud to be considered as
a partner in this process and to
contribute to the promotion of
sustainable development in Sri Lanka.
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Subcontractors

Biogrow relies on three } \
subcontractors for the KNSR |
production of specific . %

products or to complete our
factories production. Biogrow
indirectly employs about 40
employees distributed at
three subcontractors’
facilities. Through unexpected
visits of our subcontractors’
factories we make sure that
our subcontractors respect
the basic human rights
included in the United Nations
Global Compact (exclusion of
forced and child labour, e
complicity of human rights abuses). It is very important for us that our business and
the companies working for us respect human rights.

We try to keep our subcontractors as busy as possible to ensure that their site
operates throughout the year, that they are ready to operate when we need them
to, and that the jobs at stake are secured. It is also a way to support local
communities.

As for our suppliers, we try to help our subcontractors as often as possible to
modernise their equipment, to develop their business and to share the best
practices within the sector.

- N =

Ethics Charter

In 2013, Biogrow successfully implemented its Ethics Charter. This document
presents the company’s key commitments to our stakeholders, notably employees
and subcontractors. It is a code of conduct explaining appropriate behaviours
regarding human and labour rights (e.g. forced labour, health and safety), business
practices (e.g. corruption, anti-competitive agreements); providing tools to identify
problematic situations and ways to solve them.

Training of subcontractors was realised to make sure our partners understand our
way of doing business and integrate good practices in their business. We will work
together with our subcontractors to improve their practices and align them with
our standards.
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« Always meet our customers’ requirements and engage in long-term

relationships with them »

Objectives:
Reach 95% of customers satisfied about Biogrow’s products by 2016

Quality

The quality of our products is
essential to our business and we
take it seriously. The growing of
crops in greenhouses requires a
precise monitoring and control
of the growing medium and the

plant.

We have stringent quality

control processes and our , N
: .‘m.'f “"M’J‘ " 48

quality control department ST

ensures that these are J /’

respected. We test 1% of our 4

production to make sure that we
meet our clients’ quality
requirements. To ensure that
products manufactured by our
subcontractors meet our
customers’ requests, we have
one quality controller
responsible for conducting
quality checks and monitoring quality at subcontractors’ factories.

We want to ensure that we have long-term relationships with our customers to
always improve the quality of our products and services. It is through a close
collaboration and continuous dialog that customers and Biogrow can reach
excellence in their business.

We have two kinds of customers: direct customers and final customers. Our direct
customers are large distributors, who then sell on our behalf our products to
greenhouse growers.

Our clients have stringent
requests, which include
moisture, humidity, sand
content, electro conductivity
levels, expansion capacity,
size, weight, share of chips
and cocopeat, etc. It is our
duty to provide products and
services that meet those
requests as it directly impacts
the quality of the future crops.
We indirectly bear a share of
the responsibility of the
quality of the future crops.
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Our products are packaged in
plastic bags and stored on full or
semi-full pallets. These pallets are
then shipped by boat in containers
to our customers worldwide.

Our internal Quality Department is
conscious of the necessity to have
homogeneous quality of products.
Quality controls must be conducted
according to the same stringent
requirements at all of Biogrow
production and subcontractors’ sites.
A monthly newsletter containing the latest information about quality controls and
the company’s business and requirements is sent monthly. In addition, the Quality
Department communicates daily about quality improvements and issues to be dealt
with via social network tools such as Twitter.

The Quality Department uses a computer-based and sharing tool to keep photo
records of all quality tests conducted on order samples.

These data are available by all employees within the company.

Paper-based documents containing the results of the quality tests are also kept by
the Quality Department in case a quality issue is raised by one of our customers.

Traceability

Our products are traced from the
production site down to the
customers to ensure that they are
provided with the products they
required.

We make sure that any product
going out of our factories can be
traced all along its trip to the
customer’s distribution facility.

All  products manufactured by
Biogrow have a unigue
identification code, which in case
of issues with the quality can be
directly traced by Biogrow and dealt with.

Labelling

Every pallet of products shipped in containers is labelled with all the reqguired
information about the customer, the quantity of products, and specifications. In
addition, instructions for use are also detailed on the products packaging to make
sure our customers handle and use the products in the appropriate way.
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Communication

Every year customers to visit Biogrow’s installations in Sri Lanka (Madurankuliya
and Wariyapola production sites). We raise their awareness about our production
processes and provided them with more information about our company. It is very
important for us that our customers are aware of the manufacturing process behind
their final products. They could also understand our quality checks to increase their
confidence in our quality procedures.

We would like to repeat this action and communicate more about our processes
and the positive aspects of our products.

Il'l“«k \\ //
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« Supporting the development of the local communities contribute to the

company’s success and the employees’ wellbeing »

Objectives:
Support 10 community support-oriented projects by 2016

75% of our employees live within a 15 kilometres area
around our factories. Our employees are part of a
complex network of interactions that affect local
businesses, social life, local authorities and the local
environment. Biogrow can act directly on the
development of the areas where our employees
originate. By improving local development through
economic or social actions, Biogrow wants to improve
the wellbeing of its employees and their families and
contribute to the general development of Sri Lanka.
Since the beginning of its activities, Biogrow has
continuously sought the develooment of local
businesses, the improvement of living conditions of its
employees and of surrounding poor populations.

In 2013, Biogrow launched its first action for education
in Sri Lanka. We created a small library in a primary
school nearby the Wariyapola factory, where some of
our employees’ children study. Through this action,
Biogrow sought the improvement of children’s access to books in Sinhala, Tamil
and English. Biogrow partnered with Asia Foundation Books for Asia programme
and Sri Lanka’s National Library book donation programme to collect books either
brand new or second-hand.

The children, aged from five years old to ten years old have now access to more
than 300 books. It constitutes a significant change

for them and can also be a solid base for the local English teacher to improve her
teaching of English.

Biogrow conducted many other actions, among which:
e financing of a wall painting in Kiriwanagara School;
e providing funds annually to employees for them to buy books for their
children;
e providing loans to employees for them to participate to the Sinhala & Hindu
New Year;
e provided cement to the elders’ home located behind the Wariyapola factory

Our objective within the next three years is to
considerably develop our activities towards
local communities. We believe that the
development of the local economy will benefit
our employees, the local populations and in
fine our business. Our attractiveness, as an
employer, is also a result of how we manage
our impacts on local communities.
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Partnership with Agro Micro Finance
Our employees are our best resources and we try, at Biogrow, to create a strong
binding link between employees and between the company and the employees.
Their present as well as their future situation counts for us and we are willing to
help them sustain their livelihoods even once they have left the company.
Legislation in Sri Lanka forbids BOI (Board Of Investment) companies to continue
employing under permanent contract women above 50 years old and men above
55 years old. Employees have the choice between early retirements and temporary
contracts within the company.

We believe that for the workers own safety and
health, retirement could be the best solution.
We are developing together with Agro Micro
Finance, a local institute of microfinance, a
programme to help these employees to launch
their own small business should they choose
retirement over temporary contracts. Biogrow
would fund loans for our former employees,
provide machines and small equipment as well
as technical support. These small businesses
would supply our factories with raw material.
Agro Micro Finance would manage the loan
activity and the collection of repayment as part
of its microfinance activity, and provide our
former employees with non-financial training,
such as book keeping, business management, or
women empowerment.

This partnership with Agro Micro Finance presents many advantages: our former
employees would benefit from Agro Micro Finance long experience in micro credit
activity; from Biogrow’s full technical support in launching their business; these
loans could reinforce solidarity in communities through the management of
people’s own development and activities; and Biogrow would sustain its strong link
with its former employees and with the local communities surrounding the
factories.

It is very important for Biogrow to contribute to the development of local
communities. Improving the social acceptance of Biogrow within the local
communities is the key to a successful development of the company in Sri Lanka. In
addition, implementing this kind of action could be beneficial in terms of
attractiveness for workers and for suppliers of raw material around the factories.
We want to positively impact the local commmunities surrounding us.

WORO £, Agro Micro Finance is a micro credit organisation headquartered in Colombo
f \\_U/;‘?‘ and operating in Sri Lanka through its eight operational branches.. It specialises
=< in funding small entrepreneurs, who do not have access to normal banking and
"f:,’ffl\\\‘“ loan facilities. The organisation is continuously expanding and developing its

activity. In not less than two years between 2011 and 2013, Agro Micro Finance
added about 4,000 new customers, and contributed to support thousands of small
businesses through income generating loans, asset building and education oriented loans
and paddy cultivation.
The organisation promotes solidarity in the communities and accompanies with non-
financial training small entrepreneurs in the development of their business.

BIOGROW LANKA SUSTAINABLE DEVELOPMENT REPORT - 2074 ql"




NATURAL CHOICE

Q)
NATURAL CHOICE




NATURAL CHOICE
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Objective by 2016

Indicator

Action plan 2016

- 5% electricity consumption
per slab produced by 2016

Recycle 50% of waste paper by

Electricity
consumption

Share of paper

Replacement of old machines by more
productive and energy efficient ones

contact with a recycler

2016 recycled

Improve employees’ awareness Installation of environment information
on environmental issues panels

Reduce the number of Number of LT;(pSrfc)rvaemKi)r:OtigzSneer(jiuslgr?irr]wtj
accidents compared to 2012 accidents 9 P

Reduce the number of lost days
due to accidents to 5 per year

Maintain gender balance above
50%

Reach 30% of women in
management

Number of lost-
days

Gender balance

Gender balance

workers

Installation of safety information
panels

Implementation of H&S reporting tool

Awareness raising

Awareness raising

Reduce the frequency of
quality issues

Respect delivery delays

Continuous improvement of quality
procedures
Launch reflexion on indicator

Implement new monitoring and
reporting tool for quality issues

Support 10 community-oriented
projects

Library school in Kiriwanagara school
Product donation

Awareness-raising on health issue
Partnership with AMF

Keep payment delays below 7
days

BIOGROW LANKA SUSTAINABLE DEVELOPMENT REPORT - 2014

Implement alert tool to ensure
payment within the delay; Training of
suppliers and subcontractors on
Biogrow Ethics Charter
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f KPI
201 2012 2013 2014

Production (slabs) ' 3,154,949 3,288,747 3,563,925 3,867,337
Production sites 1 2 2 2
Electricity 392288 378127 421,707 385,331
consumption kWh
Electricity 0.124 0115 0118 0100
consumption per slab
Number of 100 300 187 157
employees
Number of accidents @) 10 2 1
Lost-days rate® 0 25.3 1 0
Injury rate* 0 35 0.5 0
Fatalities @) @) @) O
Loc_al community 2 2 2 2
projects
Payment delays - - 7 7

"This figure does not include our subcontractors

2 Full-time equivalent employees at January 1st

*The impact of occupational accidents and diseases as reflected in time off work by the affected workers. It is
expressed by comparing the total lost days to the total number of hours scheduled to be worked by the
workforce in the reporting period. This is calculated as follows and results in a measure of the number of lost-
time injuries per hour worked during the accounting period. (GRI Guidelines)

“The frequency of injuries relative to the total time (GRI Guidelines)
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BIOGROW LANKA Pvt Ltd

Registered office :
Hindagollawatta, Kanattewa, Wariyapola

SRI LANKA
TEL. 94(0)37 - 4698139

Administrative office :
3NME/2 Sadasarana Place, Kimbulapitiyva Road,
Kadirana, Negombo - SRI LANKA
TEL. 94(0)31 - 4933906

biogrow.lanka@gmail.com

BIOGROW
Mas de la Fabregue
66 200 Montescot FRANCE
TEL. 33(0)4 68 37 39 39
FAX 33(0)4 68 37 39 37/

contact@bio-grow.com
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