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Embracing Change: How Fashion Retailer bonprix Fulfils Today’s Customer Expectations

Rien Jansen, bonprix (Otto Group), Germany

6" General Session: ITMF’s Audit Initiative

Update & Progress Report
Karim Shafei, Gherzi, Switzerland
Matthijs Crietee, IAF, Netherlands

The Role and Objectives of the SLCP

Janet Mensink, Social & Labour Convergence Project — Netherlands

A View from a Retailer
Caner Soytas, Nike, Turkey

A View from a Manufacturer
Helen Chen, Esquel China/Beijing Office
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Domestic cotton waste based virgin fiber
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Cotton stable around 25 mio ton

Regenerated cellulose: 50% up
over last 10 years



Why SAXCELL?
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Discarded textile

Desion Feed stock virgin
& fiber production

Fabric : :
Yarn production
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SAXCELL Rating
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* Mechanical properties
* Dye ability

- Carbamatk * Process ability

* Environment




Discarded textile

Pa rtnerShipS! Pulp preparation
Desion Feed stock virgin
s fiber production

Existing industrial
equipment

+50% over 10 year

Fabric

production Fiber production Several batches

¢ Yarn production

up to 150 kg




:- —;:: __’i \“ = ——h
Y A IR N
_; ’@i‘-' N

"

oooooooo
......................

Fo®
Tt
.
rou

Interior



Collaboration with industry:

production batch 5 ton
design production facilities/ economics and environmental

time to market: 4 years



Textile industry: Greener




SAXCELL

Many thanks to our:
students, researchers and partners

TECH -
FOR SA_g{_ION
FUTURE



7 unitex

Prof. Dr. em. Marc Van Parys
UNITEX-TexZeppelin
info@texzeppelin.be
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With a smile under way to the ITMF-event 2018 ...
And if you do not have a smile, I'll give you one of mine

8/09/18



Digital technologies

Printing

Digital Printers

e >37.000 digital printers in operation worldwide
= ¢ 2.300 new printers in 1% half of 2017

[ ]
Digital Printed Textile
¢ > 1.7 billion m? digital printed textile - expected: 2

billion m? in 2020
® > 4% of textile printing market

+ Applications
D' 't I *\’ e Fashion — Apparel (> 40%)
Igl a | b ./ - e Hometextile (12 %) (carpet — upholstery — curtains...)
P rl ntl ng Funaaeingaiy Al o Tech Textile (tents — automotive - medical - sails — parasols ...)

" e Visual communication ( Displays — Signage)
~

4 ¢ Ink consumption

* > 17 mio liters

Source: Smithers - WTIN — Zimmer - Dystar

8/09/18
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Inkjet inks - Improved quality inkjet inks
- Better dispersion technology

- Broader range of inkjet inks New Doubled-sided printers
- White inks (pi t Digital
ite inks (pigment) Prignters Printers for narrow fabrics - yarns
New - Higher firing frequency — speed
generation - High volume print heads Adapted printers for attributes (f.e.
int head shoes, bags...)
print heads - Circulating print heads Width printers up > 5 -12 m

- Self cleaning print heads

Digital Textile Printers

-
. 2

N

0-20 sqm/h 20-50 sqm/h 50-650 sqm/h > 650 sqm/h up 4000 or more

I —

85%

Multi pass
printers

Fast Fashion & Fast Deco




oubleSide :
(A+B)

Double-sided printer for

Doubel-sided Digital Printers

width fabrics (waterbased — UV-inks)

Doubled-sided printer for

4

Digital Printers for narrow Fabrics @ Yarns

narrow fabrics
(Zimmer)

Waterborne Digital Inks:

The selection is dictated by the textile material and the end-use (desired properties)

Ink type Fibre type Chemical Light Wash Rub
PTP- fastness fastness fastness
treatment
Reactive CO-Vi-PA yes +/- ++ ++
inks
Acid inks PA—-WO - yes ++ ++ ++
Silk
Disperse PES yes ++ ++ ++
direct inks
Sublimation PES no + +(+) +
inks
Pigment All fibres, yes +++ + +/- (wet)
inks incl. blends
CO - Vi yes +++ +++ +++

~g]

8/09/18
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VAT Printing

Home textiles

Technical
textiles

ﬂ Water Consumption |

Rotary
6 color
printer

* 50-60 liter
water/Im

. * 14-20 liter
Digital water/Im or a

“f| printer saving of 60-
& . . . N\ 0,
~300:000 olympic swimming paols A 70%

eSuppose all linear
. ops . meters printed change
SUStalnablllty in from rotary to digital -

Digita| Printing This means a saving of
760 billion liters of

water
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Are there still challenges needed?

B

Missing Metallic inkjet inks
inks UV/LED curable inks for textile Digital . Pretreatment
Srlfiation of whole oroduch technologies .
More implification of whole production process for Dyeing
G Roboti T
flexibility Tovotica Functionalisation
.. Smarter printers e . .
Digital ‘ p. o (finishing — coating)
printers Hybrid printers (enabling printing

& finishing on one printer)

Mobile printers for floor- & wall covering

Mobile printer
UV/LED inks
Printing on-site

4

23
kS

Relief-Printing
Special Effect Printing

8/09/18



- Print heads enabling
Digital Dyeing — Finishing - Coating

* Common features of large volume print heads

Non-contact
Jetting viscous fluids

solids loading
Jetting volumes up to pl or even nanoliters

drop volumes

printed thickness via larger drop volumes
Jetting of particles up to 20 um (f.ex. microcapsules)
Fluid freedom

Print heads with circulating fluid (Piezo — DIMATIX)
Self cleaning system (TTS)

o, 4= INk
ﬂﬂn
Dimatix Osiris Zimmer
Starfire (new Piezo) clJ Valve-jet

Print head Kyocera KJg Starfire
SG1024 (L)
6

Pick-up
ml/m? X
—
1 pass 9.97 61.5 30.2
2 pass 19.9 123 60

Large volume print heads

8/09/18
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©
Archipelago (UK) TTS (UK) Alchemie (UK)

VISTA Jetronica @ Jetronica XL

*The jet technology sets further boundaries for the material
properties and fluid rheology of the formulation

. * An ability to go beyond the inkjet boundaries to enhance
(O=Edlal-8 application performance

New generation
large volume print heads

Development of large volume PRINT HEADS

Printing (lower resolution)
Pretreatment Spot formulations
Dyeing Process formulations

Functionalisation




Digital technologies

Are you allergic for good news ?

ESSENTIAL FEATURES
DIGITAL DYEING

Uniformity in dyeing is a must !

The difference of front- and back side of
the fabric is depending on fabric and jet
volume

Acceptable fastness properties

Enabling suppliers to use digital printer
also as a Dyeing unit (some cases)
Change of colour on the fly !

Lower cost to change over

Reduced minimum order quantity
Higher margin

Lower cost inventory

8/09/18



Digital Dyeing - Benefits
L saI\D/?/:gs I lk s\;\ﬁ:'neg; l lL \Al;z:):e I

> 25-30%

Steamer
Rinsing units
Digital printer

Chromojet - pretreatment

Digital Dyeing of PA-substrate
Acid inkjet inks (process colours)

Digital printer: Colaris — Dimatix print head
Source: Belgian Company

2. Functionalisation

*Finishing
*Coating

Digital technologies

8/09/18
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NEW IDEAS never STOP |

Various developments
are running to apply
tailor-made

functionalities
via digital techniques
replacing traditional
finishing & coating
processes

Digital Finishing/Coating &
Functionalisation Systems

TARGET APPLICATIONS MATERIALS MARKETS
* Functionalisation * Wide range of viscosities, + Home Textiles and Apparel
* Finishing - Coatings pH values and materials * Attributes: belts, shoes ...
* Repellent * PU’s, Acrylates, silicones e Furniture
* Antimicrobial * Pigments « Tech Textile
* Antistatic * Nanoparticles * Medical textile
* Chromic sensors * Microcapsules « Automotive
* Electroconductive LI * Sport textile
* Electroluminescent . .

11



Advantages of Digital Functionalization

* No waste, eco-friendly

* energy saving

* reduction of fresh water
and waste water
low water evaporation
saving of chemicals...

owost | “runcional

Direct & partial application
Less waste at application

change

Lower stock of finished
textiles

Minimal setup costs
Short runs with many
variations

* Local/patterned deposition
or uniform application
e Multiple functions in a
single process
* Front and back applications in
one working pass (same or
different functionality)
Changing functionality on the

fly

Digital finishing

Performance

Durability

The minimal amount jetted on the substrate must be sufficient

to obtain the desired durable effects !

8/09/18
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Digital Finishing - Coating

:

DEVELOPMENTS

Inkjet
Spot Formulations

Functional Chemicals
Processing additives

Wetting/dispersing agents
Viscosity regulators
Adhesion promoters
Binders

Formulation adapted for

Print head
Textile substrate

13
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Application of Digital Functionalization

Developments by
Zimmer (AU)
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Digiw' Digital Printed + Digital Finished with
Reppellent inkjet inks

Surface
Properties

*  Repellent inks

*  Antimicrobial inks
*  Antistatic inks

*  Optical Brightners
*  Stain-repellent

With acceptable
fastness properties

14



Antimicrobial (QUAT'’s)
Water-repellent (FC-6 based)

Water-repellent —__ & :

Antimicrobial
Water-repellent g

Antimicrobial
Water-repellent

Digital technology: versatile technique for realizing high-accuracy patterns
in a cost-effective manner

Local - Patterned
Digital Finishing - Coating

S ImEEEEmsw 1

Inkjet gets traction in new applications

Functional
Textile

Digital printing
e-circuits with
conductive inks

Ag-doped Cu
particles
PEDOT/PPSS

8/09/18
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" Piezo-electric
. __f_"’-\ﬁl pads making
music

<
VA
* Digital Printing

* Project: ‘Luminous wall-covering’

8/09/18
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Invisible encoding

- Anticounterfeiting fabrics
—> For tracking and tracing

27,1°C

Visible light IR-Heating + IR-camera ITCF

Visible light Black light

-» 14

M e

“Digital technology breathes life into our wallcovering” - Fibertex

17



Chromic Sensovs

- Jndicator function /
- Smart inks can have an indicator function, /
such as the display of a contamination \ 4/

level
- Sensory function

- Smart inks can measure stress, strain,
humidity, temperature, pollution ...

Already feasibility proven with
large volume print heads !

Designing with Chromogenic inks

5 - 3 -5
0000..... Jewmedﬂmkmmmmubybmdé4
. AL |

Smart textile , which
interacts actively with
its environment, i.e. it

. Fragrances -
Thermochromics = heat 1
responds or adapts to | sstaam—
changes in the

Functions

Indicator l ' Hydrochromics > water -

Sensor

l Piezochromics (research) = pressure

8/09/18
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COLOUR changing

DISRUPTIVE - possibilities for Dyeing -Finishing/Coating
Allowing mass customization

Offering Circular Production Advantages

Anchoring glocal production

Local economics are promoted

8/09/18
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ITMF Congress 2018 — Nairobi

Prof. Dr. em. Marc Van Parys
Email: info@unitex.be 'TEXZEPPELIN
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MEMBER OF THE EXECUTIVE BOARD
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What are the expectations of the customers towards a multichannel brand today?

Customer requirements have been significantly increased in recent years

Reliable quality standards and

Permanently fresh trendy styles

and fashion inspiration High service level

Affordable fashion for every

activity

Sustainability engagement as
part of a responsible business

occasion
X

6 ITMF, Nairobi 09/09/2018
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What impact does this development have on our business?

Customer requirements Business solutions ey

o

—t‘a;"‘ ’ ¢ i

Comfortable shopping experience

Permanently fresh trendy styles and fashion
inspiration

Affordable fashion for every occasion

Reliable quality standards and sizes

High service level

Sustainability engagement as part of a
responsible business activity

7 ITMF, Nairobi 09/09/2018 pl Ix
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How do we transfer these requirements to our sourcing strategy?

bonprix evaluates the performance of its suppliers on
basis of a scoring system (Vendor Score Card)

Punctuality

!

Leadtime

!

Fast production

!

Corporate :
Responsibility §

Contribution to

No waiting . g
of trends & best Value for money the enviroment & §§
customers _ :
selling styles common good
8 ITMF, Nairobi
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Which potential do we see for the african apparel industry in the future?

L
= N
Transport benefits compared to asian
ve.l . » production (time and CO?2)
Communication towards i | ) \ \ ‘\&
our customers Scaling the ,from field to R R N
L e fashion® approach /  Growing textile economy as
| @ )(°, ‘ s — win wm -siuation
O R e g E | - —

" Good social and ecological ,g,.;"'.‘_;i._g ! mﬂéwi"._,.‘ﬁ,— =

condltlons g

1<l P

Comp'letetextlle supply chaln
(including pre-stages as fabric mills,

laboratories etc.)
b R T R P T E—

Rising produét varlety & —
vcomplexny R

)
|
)
é
N

9 ITMF, Nairobi 09/09/2018
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How we make ...

10 ITMF, Nairobi ~09/09/2018
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Audit Fatigue and Improving
Purchasing Practices in the Textiles
and Apparel Sectors

by

L]
INTERMATIONAL
w APPAREL
FEDERATION

Nairobi — September 2018




Reminder: Objectives of the initiative f‘{y“”m

Short term objective (3 years)
Reduce number of audits and

eliminate redundancy in standards

Longer term objective
Become the voice of the industry

G’j GHERZI Audit Fatigue and Improving Purchasing Practices In The Textiles and Apparel Sectors— April 2018 -2-



Reminder: Objectives :’-fe/m.-l."

During the Techtextil 2017 and the ITMF meeting in Bali, initial
discussions were started with the IAF to join forces to address audit
fatigue

Why the IAF?
’ INTERNATIONAL « Like minded organization with
APPAREL . . . .
FEDERATION identical objectives

« Complementary membership
base (apparel)

« Strong links within the social
compliance sector

@ GHERZI Audit Fatigue and Improving Purchasing Practices In The Textiles and Apparel Sectors— April 2018 -3-



Background h""“‘/'“"""

Currently social compliance practices in the textiles and garment
Industries are redundant, confusing and unnecessarily complicated,
leading to increased costs

Audit Fatigue

Multiple inspections

When the same supplier is
undergoing multiple audits by
different  retailers, brands,
standard holders or other
entities, resulting in a multitude
of inspections, disruptions and
audit costs.

Standard Fatigue

Conflicting requirements

When suppliers have to
accommodate differing and
often conflicting requirements
from their clients resulting in —
often unnecessary - high costs
of adaptation.

&) GHERZI

Audit Fatigue and Improving Purchasing Practices In The Textiles and Apparel Sectors— April 2018 -4 -




Progress update f:“*/;**-f-f“ I

The social compliance sector is very complex and has tens of different

players
* QECD
=== —_— . * SLCP
° Lo Government Soc!al  Bangladesh alliance
* National S Compliance - Fairwear Foundation
governments rganlzatlons OrganizatiOﬁS\
. SGS Certifying Standard - wrar
* Bureau Veritas Bodies Holders * SA 8000
* Intertek . * BSCI
(Auditors) . =
Social
Compliance
Environment
. H&M Retailers
+ Hugo Boss & Industry * ITMF
* Nike S ° IAF
Brands Associations . ...
/ « AAFA
* Better Buying
¢ SAC .
* Ethical Trading Others |ndUStrV Manufacturers
Initiative

C-'j GHERZI Audit Fatigue and Improving Purchasing Practices In The Textiles and Apparel Sectors— April 2018 -5-



Progress update ”V“”” TR

We are on the right track!! ITMF and IAF organized joint meetings with key
players in social compliance and manufacturing..

FURATEX P

[y e '

—ii=ii= ‘ » BetterWork
|11 11 | THE EUROPEAN APPAREL

— 111 1= AND TEXTILE CONFEDERATION

International
Labour

Organization

-

b SOCIAL & LABOR

N :‘% OUTDOOR Ot Seese

w GROUP
’ G

FASHION

FOR
D

OQ Sustainable @ ZDHC

'y Zero Discharge of
Apparel Coalition Hazardous Chemicals

G,'j GHERZI Audit Fatigue and Improving Purchasing Practices In The Textiles and Apparel Sectors— April 2018 -6-
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Progress update

A delegation from ITMF attended the OECD conference: Due Diligence In
The Textile Sector. Meetings with additional players have been organized.

Et thﬂl For workers'rights.
Tr:'c'lt_ﬂlng z:;t;:::lwsiﬁess
Initiative '

!

'
I”

O ECD SOCIAL

ACCOUNTABILITY
INTERNATIONAL

.

//"_/;-; -

=/~ RESPONSIBLE
. sourcing network

Yarn

\

;:-""‘N Ethically &

e .

-;:."-'j,.'-' /// Sustainably
e

FOR BANGLADESH WORKER SAFETY - Sourced

G’j GHERZI Audit Fatigue and Improving Purchasing Practices In The Textiles and Apparel Sectors— April 2018 -7-



Progress update M/ IT#

Some of the organizations are of particular interest to the ITMF initiative

SOCIM&U\BORM Name: Social & Labor Convergence Project (SLCP)
CONVERGENCE

Type: Social compliance organization
Role: Standardize data collection to avoid redundant audits

Name: Worldwide Responsible Accredited Production (WRAP)
Type: Standard holder
Role: Can help standardize social requirements

Name: Better Buying initiative
Type: Other
Role: Can put pressure to improve buying practices

Name: Business Social Compliance Initiative (BSCI)
Type: Standard holder / social compliance organization
Role: Can help standardize social requirements

. Name: European Apparel and Textile Confederation
I:I '| Type: Industry Association
LU= cunorean o, Role: Can join effort to consolidate industry

(’,-7 GHERZI Audit Fatigue and Improving Purchasing Practices In The Textiles and Apparel Sectors— April 2018 -8-



Proposed process f{*ﬁﬂ“ ITk

Based on the various meetings, the IAF and ITMF have co-developed a
proposal for going forward consistent with the agreement in Bali

Consensus within
ITMF membership
base

Partnership with
social compliance
Initiatives

Strategic alliance
with other

Bring retailers on

manufacturing board

associations

G’j GHERZI Audit Fatigue and Improving Purchasing Practices In The Textiles and Apparel Sectors— April 2018 -9-



Proposed process ”*7[““"“1“ IT.

Based on the various meetings, the IAF and ITMF have co-developed a
proposal for going forward consistent with the agreement in Bali

Partnership with
social compliance

Initiatives

G’j GHERZI Audit Fatigue and Improving Purchasing Practices In The Textiles and Apparel Sectors— April 2018 -10 -



Proposed process: 1. Partnership with Social Compliance initiatives h”‘/'“""" ITh

The Social Labor Convergence Project is an industry effort with over 160
sighatories including the German and Dutch governments from various

disciplines within the entire textile and garment manufacturing and retail
chain including:

SLCP Mission

To create a converged assessment framework
that supports stakeholders’ efforts to improve
working conditions in the global apparel and
footwear supply chain.

SOCIAL & LABORM
CONVERGENCE

SLCP constituents

Deliverables 1. Brands / retailers
1. Single unified industry wide assessment tool 2. Manufacturers
2. A verification methodology 3. Agents
3. Clear terms and conditions for using the tool 4. National Governments
4. Operational plan to facilitate the adoption of 5. Initiatives / standard holders
the tool (online database) 6. Auditing firms / service
5. Afuture vision and strategic plan providers / consultancies
7. Industry associations
C’ﬂ GHERZI Audit Fatigue and Improving Purchasing Practices In The Textiles and Apparel Sectors— April 2018 -11-



Proposed process: 1. Partnership with Social Compliance Initiatives h”‘/'“""" IT

Better Buying is a dialogue and rating platform that is being created to
highlight areas for improved purchasing practices.

Examples of purchasing practices

» Failure to pay wages and benefits required by law and
buyers' codes _of condu_ct | ctterBu "F'ill o
» Use of excessive overtime, some of which may be =

forced

* Unauthorized subcontracting to unsafe facilities with
poor working conditions

* Increased use of temporary labor making employment
more precarious

Vision

Through its rating and
dialogue platform, Better
Buying will support brand
and retailer understanding
of their impacts, provide
them opportunities to
explore solutions in

Suppliers will rate seven areas of their buyers’
purchasing practices, including:

* Planning and forecasting collaboration with

* Design and development suppliers, and allow them
* Cost and cost negotiation to report publicly on

» Sourcing and order placement the efforts they are making
* Production management toward improved

* Paymentand terms purchasing practices.

* Management of purchasing practices

C’ﬂ GHERZI Audit Fatigue and Improving Purchasing Practices In The Textiles and Apparel Sectors— April 2018 -12-



Proposed process ”*7[““"“1“ IT.

Based on the various meetings, the IAF and ITMF have co-developed a
proposal for going forward consistent with the agreement in Bali

Consensus within
ITMF membership

base

G’j GHERZI Audit Fatigue and Improving Purchasing Practices In The Textiles and Apparel Sectors— April 2018 -13-



Proposed process: 2. Consensus within ITMF member base fﬁ?/ﬁ;"ﬂ“ ITHRA

During the ITMF board meeting in April, the following actions were

suggested and approved..

ACTION

Keep members informed

Ask member associations

to give on ground support
(sign up to SLCP — Support BB)

Promote Initiatives to
retailers

STATUS

ITMF: Newsletter August 2018

IAF: Newsletter July 2018

ITMF: Discussions with
CNTAC to support SLCP & BB

IAF: Discussion with CCCT,
call with IHKIB, BGMEA

Planned for 2019

G’j GHERZI Audit Fatigue and Improving Purchasing Practices In The Textiles and Apparel Sectors— April 2018 -14 -



Proposed process

Based on the various meetings, the IAF and ITMF have co-developed a
proposal for going forward consistent with the agreement in Bali

1] 2]

Strategic alliance
with other

manufacturing
associations

G’j GHERZI Audit Fatigue and Improving Purchasing Practices In The Textiles and Apparel Sectors— April 2018 -15-



Proposed process: 3. Alliance with other bodies (consolidate industry)j“%ﬁr

An initial list of industry bodies and standard holders

Industry bodies Standard Holders

» BetterWork
"E\ EUROPEAN S

{ =
SN =D

EURATEX
[ ey I e

1Z1H=
— | 11 | THE EUROPEAN APPAREL
I 11 I— AND TEXTILE CONFEDERATION

HIZI

Eustqigalble
pparel Coalition
WEAR

G’j GHERZI Audit Fatigue and Improving Purchasing Practices In The Textiles and Apparel Sectors— April 2018 -16 -




Proposed process: 3. Alliance with other bodies (consolidate industry)j'f"/;ﬁ IT.

The initiative will look at identifying standard holders that meet a specific
criteria

1. Collaboration with SLCP

Commitment to use the SLCP platform

2. Work with other standard holders

Willingness to work with others to harmonize or mutually recognize audits

3. Compliance with OECD Due Diligence

Following the OECD guidelines for due diligence in textiles and footwear

4. Certified bodies for auditors
Use of certified auditors under a recognized certification program

G',j GHERZI Audit Fatigue and Improving Purchasing Practices In The Textiles and Apparel Sectors— April 2018 -17 -



Proposed process ”*7[““"“1“ IT.

Based on the various meetings, the IAF and ITMF have co-developed a
proposal for going forward consistent with the agreement in Bali

1] 2]

Bring retailers on

board

G’j GHERZI Audit Fatigue and Improving Purchasing Practices In The Textiles and Apparel Sectors— April 2018 -18 -



M A
fih, At
il 4
0\

Proposed process: 4. Bring retailers on board _"'“’/"'-' T

Recently Walmart switched to using 39 party audits and other retailers seem
to be following suit..

Walmart shifted to 3" party audits for social compliance

They scrutinized 8 social compliance programs across different
industries:
o Best Aquaculture Practices (BAP)
Business Social Compliance Initiative (BSCI)
Electronic Industry Citizenship Coalition (EICC)
International Labor Organization — Better Work
International Council of Toy Industry CARE
Sedex Members Ethical Trade Audits (SMETA)
Social Accountability International (SA 8000)
o Worldwide Responsible Accredited Production (WRAP)

 Suppliers can select any one of the above 8 programs

O 0O O O O O

« Walmart will continue to carefully review the audits and ensure that
companies are compliant through those 39 party audits

C‘,ﬁ GHERZI Audit Fatigue and Improving Purchasing Practices In The Textiles and Apparel Sectors— April 2018 -19-



Proposed process: 4. Bring retailers on board l'-“*'//;4“7-‘5“

There are multiple reasons why retailers would join the initiative..

1. Increase efficiency
Opportunity to reduce cost, time and effort

2. Consolidate know-how
Make available best practices from several platforms

3. Expand supplier base faster

Easier to bring new manufacturers on board

4. Visibility into the entire value chain
A unified code of conduct will facilitate auditing earlier stages of the process

5. Support a universal industry standard

Opportunity to communicate with consumers

G',j GHERZI Audit Fatigue and Improving Purchasing Practices In The Textiles and Apparel Sectors— April 2018 - 20 -



Proposed process: 4. Bring retailers on board

Supporters of the initiative will be the key gateway to retailers

Contacted Target partnership
€PN\,  EUROPEAN
) it

american apparel &
EURATEX foolwear associalion
HIZIHIZ ]
===
121 120 1 THE EURODPEAN APPAREL
V10 1= AND TEXTILE CONFEOERATION

SOCIAL & I.ABORM R
CONVERGENCE

INTERMATIOMNAL
APPRREL
FEDERATION

RETAIL
|
UROPE,
Sustainable
Apparel Coalition Electronic Retailing Assodiation
G',j GHERZI Audit Fatigue and Improving Purchasing Practices In The Textiles and Apparel Sectors— April 2018 -21-



Proposed process: Decision making

/= ITM

During the board meeting in April, the following actions were agreed

ACTION

1. Become a signatory to SLCP

2. Participate actively in the
governance of SLCP and BBI

3. Provide on the ground
support through national
federations

4. Ask ITMF and IAF members to
communicate about initiatives to
their clients

STATUS

Completed

August elections for seat
In SC, ITMF on ballot,
also represents IAF

Discussions with CNTAC,
CCCT. To extend to several
more associations

To start in 2019

G’j GHERZI Audit Fatigue and Improving Purchasing Practices In The Textiles and Apparel Sectors— April 2018 -22-



Time Schedule m/

The initiative is expected to take 3 years to reach full maturity..

Year 3

« Expand initiative to

Year 2 environmental

compliance

« Expand the initiative
to other retailers

Year 1 « Expand alliance with
other organizations
* Identify and select « Begin looking into
standard holders environmental
« Communicate compliance

details to members
* Build consensus in
the industry
« Approach select
retailers

(’,-7 GHERZI Audit Fatigue and Improving Purchasing Practices In The Textiles and Apparel Sectors— April 2018 -23-



THANK YOU




Social & Labor
Convergence Project

Converged Assessment.

Collaborative Action.
Improved Working Conditions.

ITMF Annual Conference 2018
September 7-9, 2018
Nairobi, Kenya
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Social & Labor Convergence Project (SLCP)
Why is it needed

25 years of social audits:

‘Insanity: Doing the same thing over and over again and expecting different results.” — Albert
Einstein

“.‘Q \' e
“& s -{'\
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Social & Labor Convergence Project (SLCP)
What do we want to achieve?

This project seeks to develop a common, simple, unified and
effective industry-wide assessment framework. This will result in
a data collection tool and verification methodology, with the

intent to replace current proprietary tools.
Purpose: end ‘audit fatique’, save costs,
redirect resources to improvement of

labor conditions

Website: www.slconvergence.org

3 SOCIAL & LABOR W
CONVERGENCE


http://www.slconvergence.org/

Project Goal and Overall Objective

Improved working conditions

Measured and understood
. . Saved resources
working conditions

1 PARTRERSHIPS
FORTHE GOALS

SOCIAL & LABOR m
@ CONVERGENCE

Contribution to Sustainable Development Goals:




SLCP: Action oriented!
Targets for this year

2015 — Feb 2018 1 March 1Jan 1Jan 1Jan 1Jan
2018 2019 2020 2021 2022
Phase I: Phase Il: Roll Phase lll: Operation and scale
Development out (bridge
of Assessment year)
Framework
5

Adoption levels

Key deliverables by the end of the 2018: I
1. Converged Assessment Framework: Data
collection tool and verification methodology

2. Adoption & Operation Plan and start
implementation |

3. 5Y strategic plan* including business /financial

plan and governance model |
*2019-2023, to be presented to the Steering Committee |
and General Assembly and final voting by signatories (Q4 -
2018) |
|

]

SOCIAL & LABOR W
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SLCP: Assessment Process

Good to know:
v’ Facility initiates the process
with Self/Joint Assessment

STEP 1: DATA COLLECTION |
I Collection can be done by either self-assessment ‘SA’ (facility only)
or a joint assessment ‘JA’ (facility + external assistance)

\“\\1\\\\\“ D0

X 2 3 STEP 2: VERIFICATION

s RS N £ (a2 . The Verifier will check the correctness and completeness of the data |
. aha | gathered through the assessment tool. They will confirm or amend

the original assessment report data.

A Verifier Oversight Organization (VOO) will be in place to select |

| Verifiers and perform quality checks.

ju

| STEP3:DATA HOSTING&SHARING

The Verified assessments will be shared through a semi- |

I decentralized model with a Distribution Gateway and Accredited I
; Hosts .
. 7/

SOCIAL & LABOR W
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SLCP: Data Hosting & Sharing

Good to know:

v" Facility ownership data

v’ Facility permissioning sharing
v High standards on data security

Offline through Excel OR Online through
Online through Accredited Accredited Host
Host

Self/ Joint I Verification e e
Assessment (1) 2-4)

l Data entered by }‘& 'lll':}::;?ali”nul
verifier body l C :1‘(111:1'
®
Accredited Host 5 SLCP Distribution Gateway
SOCIAL & LABOR
2018 Light Operation COHVERGENE

"VERIFIED ==

assent  @FFC OQzustinast

AL IR T LSO

From 2019 Onwards

Sede?®

Manufacturer l Data hosting &

sharing (6)

Brand

A

Accredited Host(s)

Standard Holder

SOCIAL & LABOR W
CONVERGENCE



SLCP: Converged Assessment Framework
How the SLCP data could be used

8 SOCIAL & LABOR W
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SLCP: How we take decisions

Several bodies have been established in order to:

1. Create checks and balances

2. Make a clear division between strategy and operations

3. Recognize different involvement levels of stakeholders
and parties

All signatories

Representative seats for each
category from signatories

Steering Commitee

Project staff supported by Core
Team signatories

Non-signatory Non-signatory

Standard

Holders/Multi- Project

Management
Team (PMT)

Stakeholder
Group

stakeholder
Advisory Group

Working Groups

Tool Development el
Engagement
9
Verification Adoption & Operation

Communication &

Public Relations

Good to know:
v' Manufacturers equal participation and
say

Elected Members of the Steering Committee:

anufacturers (2): Helen-Sahi, Avery Denisson, Evre
Kaynak - WL Gore.

Lorentrort&IVI, Peter

Higgins, VF Corp

Agents (1): Laura Rainier - Li&Fung

(Inter)governmental Organizations (2)- observer
status: Jennifer Schappert-OECD, Roopa Nair-ILO

Multi-stakeholder Initiatives/Standard Holders (2):
Dan Murray-Sedex, Maya Spaull-Fair Trade USA

Civil ety-{)T P
roup (EOG), Christian Schindler - ITMF,
glidaridad, Wengjuan Yao-Verité

Tamar Hoek-

Auditing Firms/Service P - dhsultancies (2):
Federico Burlon-Impact, Kevin Franklin-Elevate Limited

Independent Chair: Pierre Hupperts

SOCIAL & LABOR W
CONVERGENCE



Converged Assessment Framework
Accomplished

ST e e m
\
Integrated package of data collection and verification (3 *

.
L]

elements)

*  Built together with all SLCP signatories mid 2016- mid 2018 in 3
prototypes

* 2 pilot tests, of which last one 170+ facilities in 23 countries

*  Gone through public consultation

*  Approved by Steering Committee 1 June 2018

om T EE o mm o Em o oEm o oEm o oy

~

.

/.

L] A e w mm s mm s omm o omm o o o omm o

All signatory vote (August) .

VERIFICATION

DATA COLLECTION & VERIFICATION TOOL

VERIFIER GUIDANCE

PROTOCOL

Sections and Sub-Sections.

‘Within each section, questions are further grouped into “sub-sections”.

Forthe first 7 sections, th 51 g industry Code of Conduct elements:
Section Sub-Section
Recruitment and Hiring child Labar, Emplayment Practices, Supplers /.
Working Hours Warking Hours
Wages and Benefits Wages and Bencfits, Other and Best Praciices
Employee Treatment ‘Foreed Labo, Harassment and Abuse, Discrimination, Discipline
Employee Invohement Fresdom of Assaclati dring flink Emplayee Actlon / 5trikes), Grievance Systems, Employes Fesdhock
Health and Safety General Work Enviranment, Bullding Safety, Emergency Preparsdness, Chemicals Hasardous Substances, Emplopee Protection , Materlals Handling and Starage, Electrical Safety, Flrst Ald/Wedical, Contractar Safety, Dormitarles, Canteens, Childzare
Termination ‘Farced Labor, Discrimination, Emplayment Proctices
Systems / Goals and Strategy, Training, Self Assessment, Continuous impravement
Above and Beyond Workploce Wel-being, Community
The Concept of Steps
Global apparel and footwear vary in terms of size, maturity, jocation.

‘With this in mind, the Social and Labor Convergence Project [SLCP) seeks to breakdown the information requested within the tool into three "Steps™:

Step 1- Practices representing basic “compliance” topics that can b found within most social assessment toals.
$tep2 - Practices ing systems” topics ithin most social to0ls.
Step 3 - Practices that go "above and beyand” sacial respansibility incustry standards, are ot required by nationalari law, and seek ol ripl Inbeing and ity impact.

How do | know which questions are in which step?
Step 1 questions cover key stages or aspects of the employment lfecycle can be found within the first 7 sections.
Step 2 questions cover management systems can be found in the Bth section

Step 3 questions cover above and beyond best practices can be found in the Sth section

Above and Beyond

I & Hiring | Working Hours | Wages & Benefits | | _Employ I . H&s T

SOCIAL & LABOR
CONVERGENCE

P



Converged Assessment Framework
Next steps

Translation into Mandarin (2018 Light Operation) . DATA COLLECTION & VERIFICATION TOOL

| ° Publication on SLCP website

| ¢ Implementation 2018 Light Operation

; e Evaluation Q1 2019 and update
, ! VERIFICATION

PROTOCOL VERIFIER GUIDANCE

SOCIAL & LABOR W
CONVERGENCE



5-year strategy targets
Costs&benefits

SLCP verified assessment adoption targets

Countries
implementation

Suggested
countries

12

200 _>
2018 2019 2020 2021 2023

2

Sri Lanka,
China

1,750

10

Including:
Bangladesh,
Turkey,
Vietnam,
India

5,000

unlimited

Including: Indonesia,
Myanmar, Cambodia,
Ethiopia, Brazil

10,000

Good to know:

v Facility negotiates price for verification
v" Small SLCP upcharge ‘200-300 USD’
v" Estimated break-even point 1.5 ‘shares’

Rapid increment of adoption over next coming years,

! Estimated scenario, sharing I
1.5 (2018) -3.9 (2023)

after 2018 Light Operation.

Year Resources saved |

(USD) |
2018 $41.250 *
2019 $1.837.500 '
2020 $10.312.500 |
2021 $27.225.000 |
2022 $94.312.500 -
2023 $134.371.875 |
............... P4

SOCIAL & LABOR

CONVERGENCE
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SLCP Signatories — 181

August 2018

Manufacturers (38): Artistic Milliners, Arvind Mills, Avery Dennison Corp, Ciel Textile, Chenfeng Group Co., Classic Fashion, Comfit Composite Limited,
Crystal Group, DBL Group, Delta Galil, Esquel Group, Flextronics, Hanbo Enterprises Holdings Limited, Hansae, Co. Ltd. Hirdaramani Ent., ISKO, L&E Int.
Ltd., MAS Holdings, Milteks Group, Nester Hosiery, Nien Tsing Textiles, Pratibha Syntex Limited, Ramatex Group, SaiTex, Sing Lun Global, SixSigma
Apparel Network, SLN Tekstil, Soorty Enterprises, Sun Queen Garments, TAL Apparel-Group, Thread International, W. L. Gore & Associates, VogueTex,
World Knits Limited, Yesim, Yousstex, Youngone, Yunus Textile Mills

Brands /Retailers (63): adidas Group, Aldo, Amer Sports, American Eagle Outfitters, Ann Inc, Arc’teryx, Arena, Asics Corporation, Bestseller A/S, Brooks
Sports, Burton Snowboards, C&A, C & J Clark International Ltd, Camelbak, Columbia Sportswear Co., De Bijenkorf, Ecco Holding A/S, Eileen Fisher,
Esprit, Fanatics, Fast Retailing/Uniglo, Gap Inc., G-Star, H&M, HEMA, Hudson’s Bay Company, IC Group, INDIGENOUS, Inditex, KappAhl, Kathmandu,
Kering, L Brands, Levi Strauss & Co., Lojas Renner, LL Bean Inc., Loomstate, lululemon, Macy’s, Mountain Equipment Co-op (MEC), Miss Green, Mud
Jeans, M&S, Nike Inc., Outerknown, Patagonia Inc., PrAna Living LLC, Puma, PVH Corp., REl, SanMar Corp, Stella McCartney, Schutt Sports, Talbots,
Target Corporation, The Children’s Place, Tory Burch, Uniform Project, VF Corporation, Vetta Brands, Williams Sonoma, Inc., zLabels, Zephyr Graf-X

Agents (6) Ethical Apparel Africa, Haddad Group, Li&Fung (Trading) Ltd., MGF Sourcing, Piece&Co, Randa Accessories
National Governments (2): Denmark - Ministry of Foreign Affairs, Netherlands Government

Multi-stakeholder Initiatives/Standard Holders/Civil society (22): Abvtex, Cradle to Cradle Products Innovation Institute, Danish Fashion Institute,
Ethical Trading Initiative Norway (IEH), Good World Solutions, Fair Factories Clearinghouse, Fair Trade USA, Fair Working Conditions, Freedom Fund,
IDH, Leather Working Group, MVO Nederlands, New Earth, NBIM, Proudly Made In Africa, Responsible Sourcing Network, Sedex, Sustainable Apparel
Coalition (SAC), Solidaridad, The Mekong Club, Verité, Worldwide Responsible Accredited Production (WRAP), Textile Exchange

Industry Association (8) AAFA, EURATEX, European Outdoor Group (EOG), Istanbul Apparel Exporters’ Association (IHKIB), International Apparel
Federation (IAF), ITMF, JAAF, Outdoor Industry Association (OIA)

Auditing Firms/Service providers/Consultancies (40): ALGI, AndWider, ANM Transformational Solutions, Asia Inspection, Asya CC&C, Assent
Compliance, Bureau Veritas, BSI group, Control Union Certifications, CTC Groups, DNVGL, EcoVadis, Elevate, FutureMade, iMentor, Impactt Limited,
Intertek KSA Leverage Limited, Koopman Works, MicroBenefits, NEWAsia Solutions Limited, Omega Compliance, Openview Services Lmtd., Partner

Africa, Quizrr, SCS Global Services, SCSA, SewEasy, SMT Global, SGS, SIM Supply Chain Information Management, The Sentio Advisory Group, Taos
Network, TUV Rheinland, TUV SUD, Stantec, Sumerra, Sundar, UL Responsible Sourcing, Ulula, Workplace Options

Intergovernmental organizations — observer status (2): ILO, OECD

Non-signatory Advisory Group of Standard Holders/Multi Stakeholder Initiatives (3): FWF, GSCP-CGF, SAI S%g'ﬁb&téﬁ%‘ém



Please join us!

Become a signatory and confirm your (public) support to SLCP by sending an email to
christian@apparelcoalition.org

“I believe we are on the right track to achieve the objective of converging and eliminating the current practice of replication of
efforts.”
Abhishek Bansal, Head of Sustainability at Arvind Limited

“We believe the SLCP is an example of industry convergence to accelerate change and drive impact for workers.”
- Noel Kinder, VP Sustainable Manufacturing at Nike

“Intertek actively supports the effort of the SLCP to promote convergence of the industry, reduce audit fatigue and help
organizations focus their resources on continuous improvement.”
- Christophe Liebon, VP Supplier Management-Business Assurance at Intertek



mailto:christian@apparelcoalition.org

Thank you!
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POWERFUL TRENDS ARE SHAPING THE
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Clients in Town
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WHY ?

REDUCE AUDIT FATIGUE

FACILITATE BRAND ENGAGEMENT ON SUPPORT OF SUPPLIER COMPLIANCE REMEDIATION

INCREASE THE CREDIBILITY OF DATA AND ACCOUNTABILITY OF SUPPLIERS

ENABLE REINVESTMENT OF SAVINGS INTO SUPPLIER CAPABILITY BUILDING







INVOLVEMENT & FUTURE COMMITMENT

S TIMELINE TO 2020 ; E

|
(\ End of Q4 FYZC‘FUII adoption of
' SLCP by Nike T1

FY18 FY19 FY20

COLLABORATE / BUILD

Planned joint remediation using FY20 : Scaling to
SLCP

End of Q4 FY19: Full adoption of SLCP T2

Tier 2 facilities

~
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ESQUEL GROUP

Esquel and Social & Labor Convergence Project

Helen Chen,
Director, External Relations and Chief Representative



About Esquel

A Vertically Integrated Textile and Apparel Company

Founded in 1978, Esquel supplied over 110 million shirts to leading brands around the world in 2017

Cotton Farming & Ginning & Spinning Knitting & Weaving  Apparel Making =~ Accessories & Brands &
Research Packaging Distribution

Corporate PowerPoint 2018 .
il ESQUEI. GROUP



Our Mantra and Guiding Principles

Vision:
Making a Difference

Tackle climate change through Protecting the Environment.

Close Wealth Gap by Raising the Income of the Poor through
Manage Better and Raising the Ability of the workers.



Our Mantra and Guiding Principles

Mission:
Fun People Serving Happy Customers

5E Culture:
Ethics, Environment, Exploration, Excellence, Education

-
Corporate PowerPoint 2018 .
I ESQUET. GROUP



Sustainabillity - People

Regarding Employees as Our Biggest Asset
Perceiving Employees’ Health, Safety, and Quality of Life as Our Priority

D FAIRLABOR.
@) OECD

T CX ) Sustainable
/ % AppareICoalition

\‘,@A United Nations
N !‘/’y Global Compact
po o

_ SOCIAL & LABOR
CONVERGENCE

Alignment with Labour Organizations Healthy éin_d SaIfe Working
to Protect Workers’ Rights Environment

e TH

Work-life Balance



Esquel Vision - SLCP

* Develop single, industrywide assessment tool and reduce non-
value-added audits.

« Participate in the development of the SLCP tool to ensure the
supplier voice is heard and that the tool is practical for suppliers.

* Aspire that SLCP will be incorporated in existing
standards/indexes and be widely accepted by the industry.



Esquel as SLCP signatory

Rationale
* Reduce audit fatigue

e Seek better auditing efficiencies to build consensus on a common
Industry standard for auditing

 Reallocate resources from excessive customer audits to focus on internal

Improvements including training, development and improving employee
welfare

L= |
| I ESQUEL GROUP



Esquel as SLCP signatory

Involvement

 Participate in working group to build the tool
 Participate in pilots and light operations to improve the tool

Esquel facilities participated the pilot phase 1 and 2 in 2017and 2018
respectively .



Commitment

« Continue to provide support on the development of the program
as well as the tool.

* Promote the SLCP tool and its benefits to our customers. (both
SLCP members and non-members)

* The forecast is by April 2019, 10 countries will be covered for the
verification (for Esquel - Vietham, China, Sri Lanka)



DRIVING SUSTAINABILITY

A Value Chain Responsibility

-

James Carnahan, Global Sustainability Manager International Textile Manufacturers Federation
ITMF Conference, Nairobi, September 2018




A trusted heritage

s SANDOZ CLARIANT

1886 15995

1997

N\ Y
ARCHROMA

LiIFE EMHAHWHCECILSB

2013 2014

N S
ARCHROMA , ;‘

LI FE ENHAMNTCETD

2015 2017

Foundation Kern &
Sandoz (dyes)

Specialty chemicals
to Clarlant spin-off
and IPO

SYSTEM
PARTNER

bluesign’

James Carnahan, Global Sustainability Manager
ITMF Conference, Nairobi, September 2018

Acquisition of
Hoechst Specialty
Chemicals

Ly

Textlle, Paper and Emulsions
acquired by SK Capital Partners
becomes Archroma

Acquisition of
49% M. Dohmen

Responsible Care®

OUR COMMITMENT TO SUSTAINABILITY

Acquisition of

Acquisition of
cquisition o 26% M. Dohmen

BASF Textile
Chemicals
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A global leader in specialty chemicals across the textile, paper and emulsions sectors

/ Brand & Performance Textile Specialties (BPT) Sales FY 2017:
Global leader in textile chemicals and dyes $1.27Bn
/Packaging & Paper Specialties (PP) CAS, 10%

Leading provider of colorants, optical brightening agents,
process and surface chemicals

Leading provider of specialty emulsions to paints, adhesives, BPT, 65%

construction and the textile, leather and paper sectors

James Carnahan, Global Sustainability Manager
ITMF Conference, Nairobi, September 2018 3/



Global presence /

Dyes

Emulsions

Pigment dispersions

Polymer dispersions
Optical brighteners
Fluorinated polymers
Silicones
Surfactants

Glyoxal Resins

Flame Retardants

Hygienic products
(Sanitized®?)

* Corporate HQ * Regional Offices . Production Sites

James Carnahan, Global Sustainability Manager
ITMF Conference, Nairobi, September 2018

e .

‘ Innovation & Safety Labs

()  Technical Service Centers

@  Color Management

Q_
ARCHROMA

LI FE EMNHAMNTCETD

Fabrics

Paper

.~ Packaging

Coatings

Adhesives

Construction

4/



Textile Value Chain Technology Transition
Sustainability Related Initiatives

Textile Mills (Push)

Technical grade chemicals, conforming to chemical Manufacturing Restricted Substance NS S;eii:jty
Lists (MRSL’s) — Industry Standard? v

Chemical

Tier 2
Fabric
Manufacture

Brand

Retail Sales to
Consumer

James Carnahan, Global Sustainability Manager
ITMF Conference, Nairobi, September 2018




Toxicological control for Consumer

ARIBEco-Toxicological control for the

Environment
» Started in the late 1980’s

* The FOCUS is on the final fabric/article — after the value
has been added

« Sustainability is a part of Quality Control;
“Fix the problem afterwards and claim compensation”

Emission to
air

James Carnahan, Global Sustainability Manager W

ITMF Conference, Nairobi, September 2018

N S
ARCHROMA

LI FE ENHAMNTCETD

MRSL for

SUBSTANCE

Concerned with what is discharged from a textile mill, as
well as in the finished goods

The prime source of risk comes from the dyes and
chemicals

The FOCUS has moved to the dyes and chemicals —
before the value has been added

Sustainability becomes a part of Quality Assurance;
“Prevention is better than cure”

6/



Textile Value Chain Technology Transition
Sustainability Related Initiatives

Textile Mills (Push)

» Technical grade chemicals, conforming to chemical Manufacturing Restricted Substance
Lists (MRSL’s) — Industry Standard?

» Technologies designed to reduce resource requirements:
+ Water (high water stress areas)
* Energy (CO, footprint)

+ Technologies based upon renewable feed stocks

» Technologies for fabric longevity

Brands (Pull)

+ Compliance to “brand specific” article Restricted Substance Lists (RSL’s)

« Technologies reducing environmental footprint — supporting sustainability message:
* Water reduction
* Renewable raw materials

* Recycling - Circular economy

James Carnahan, Global Sustainability Manager
ITMF Conference, Nairobi, September 2018

N Y
ARCHROMA , -8

LI FE ENHAMNTCETD

Tier 3
Specialty
Chemical

Tier 2

Fabric
Manufacture

Brand

Retail Sales to
Consumer
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Brands & Sustainability
A Prioritised Approach

;e Rk The "hidden cost of faSt fashion S

=  Consumer risk
= Corporate Social Responsibility risk (garmenting)
=  Environmental risk

2, 700 litres of waterto produce a - Sh|rt
Second most pollutlng mdustry after oi

11.1M. tons Of textiles in WS landfills annually
2. Adding Value $46. 7B of un ‘.—-iclothes i UK closets

= Support Specific Brand reputation

) ReCyCIing to Support consumerism Source: WWEF; USA, Today; TTeehqu'eE |mage; REUTERS/NGSS@UQKOHGQFO@Q* <
= Finite resources reduction : : 2k
= Pollution mitigation/reversal

James Carnahan, Global Sustainability Manager
ITMF Conference, Nairobi, September 2018 8/
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Brands & Sustainability
An increasing degree of Influence

Trends

» Sustainability Awareness

» Fast fashion / Hub logistics

» Online markets

= Diversification into article segments/product offers
= Multi-functionality

= Recycling / Circular economies

= Testing the market (tentatively)
‘33313335‘2‘::3;:;:‘*' 1 = Transparency in supply chain

: = End of life design

= Recognition of social awareness

= Social media presence on issues/specifics

= Collaboration — horizontal and vertical

James Carnahan, Global Sustainability Manager
ITMF Conference, Nairobi, September 2018 9/



A Brand’s Perspective: The Future of Denim

Increased levels of
functionality —
more ecologically
informed design

Increased use of
recycled fibres or low
impact fibres

(BCI, E3, Tencel)

Less reliance on pure
indigo

More functionality —
anti-odour, moisture

management, stay cool
— athleisure tendency

Durable effects — stay
dark, stay soft

End of life
consideration (recycle,
upcycle, de-brand)

James Carnahan, Global Sustainability Manager
ITMF Conference, Nairobi, September 2018

A more efficient
(logistic & ecological)
manufacturing supply
chain

Cotton sourced from
countries with sufficient
water resources and
efficient use thereof

Use of low/zero water
coloration technologies

Highly efficient
spinning/weaving

“Dry” wash-down
processes, techniques
and equipment
specified as standard

Ethical rights for
Workers

Increased focus on
impurities throughout
the supply chain

Clear commitment for
real change

Commitment to
educate and provide
customers with a
choice

Sustainability metrics
specified on the
_gqarment PO

Balance the price
willing to pay for the
garments with the cost
to the environment —
alignment of
merchandising with

—SHStaHIab by
Hity

G-star/Patagonia/Levi’s
& other brands leading
the way

“—G-STAR

\EB RAW

NS

ARCHROMA

LI FE ENHAMNTCETD

Availability of
data/options for
consumers to make
an informed
purchasing decision

Clear defined
advantages for the
environment with the
purchasing of rational
denim

* Implications of
continuing to buy
denim as today

» Understanding what
is really behind
‘cheap” denim

patagonia




Does Sustainability Cost?

Raw material prices
= Chemical intermediates:
= Availability
» closures from industrial accidents

» closures from legislative enforcement

N\ S
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Dyes Intermediate & Dyes Market Price Development since 2017

E Bromaminic acid =e=Drimaren Blue CL-BR (Re active Blue 19)

~8-Nylosan Blue E-BGL sgr 200 (Acid Blue 324) -e—Foron Red AS-3L (Disperse Red 86)
Jan Feb Mar Apr May Jun Jul Aug Sep oct Nov Dec Jan Feb Mar Apr May Jun
2017 2018

Dyes Intermediate & Dyes Market Price Development since 2017

mmH-Acid EmPABSS =&-Drimaren Navy CL-R p «@-Drimaren Black CL-S p
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
2017 2018
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Does Sustainability Cost?

C.l. Disperse Blue 79.1

Raw material prices

e« Chemical intermediates: Chloro Product Bromo Product
h“‘\f 0 O_Q.T_,-* — 0 0 -
 Hazardous chemical contaminates 1 j ‘“1 j
Example C.I. Disperse Blue 79.1 ~n ~y-
Impurity: Halogenated phenols PN ?JK . PN :?J_M .
Chlorine based intermediates lower price: I ﬂ I ﬂ
6-Cl-2-4-dinitro aniline $ 25/kg “‘“T“" ”“3”' ™ “‘“T” U
H
8-Br-2,4-dinitro aniline $ 38/kg ﬁ s : e
BUT.... Chlorinated phenols are carcinogenic S S
N ML
(4] “0- (4] (4]
James Carnahan, Global Sustainability Manager
12/
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Remember Brand Supply Chain Transparency?

GREEN’PE‘ACE’ The elements of DCT@

1. Chemical INputs €--=---cemcmmcccmncinccannnaan.. 4. Clean Factory approach

x All inputs from all brands are Detoxed Products
Corrective

Product testing
action
Screen for hazards e = hRTY || T
(precautionary & transparent " |
methodology)

Corrective
action

Create M-RSL

Manufacturing restricted substances [Ist
« Scope 11 groups “ beyond 11"
* Ambitious reporting limits & timelines

Require chemical
formulas to comply

7 PR

2. Safety net
Process wastewater &
sludge testing I

I .
NVESTIGATION INTO SOURCE Sample shows HAZARDOUS CHEMICALS discharged INVESTIGATE CROSS CONTAMINATION

in wastewater or sludge, above reporting limits. FROM OTHER BRANDS

3. Transparency - public reporting

James Carnahan, Global Sustainability Manager
ITMF Conference, Nairobi, September 2018 13/



Does Sustainability Cost?

Raw material prices
» Chemical intermediates:
= Availability
= closures from industrial accidents
» closures from legislative enforcement
= Hazardous chemical contaminates
= Alternative chemistries — biomass based

James Carnahan, Global Sustainability Manager
ITMF Conference, Nairobi, September 2018
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EARTHCOLORS®
TECHNOLOGY

i\ Creating new life |
: by up-cycling waste
1 from other industries |

--- PETROL-BASED RAW MATERIAL ----

--- SUPPLY CHAIN MAIN STEPS

VA Moo
" -
s m E_:E_ f/ J“““'\“'-w Ql] o " ' “
= = .l . . =
Overseas PRIMARY “l Conventional (R)  Conventional ( Conventional m
use Dyestuff dyes Fabric fabric Garment garment Shop
man r roduction maker
oL oIL anufacture p!

EXTRACTION PROCESSING

-~~ NATURAL-BASED RAW MATERIAL - -

PRIMARY
USE

Edible part
left for
food con-
sumption

3
(=Y
- Abundant

= Globally available
- Renewable each year

Agricultural &
Herbal Industries

Up~-cycling
natural waste

~~~ SUPPLY CHAIN TRANSPARENCY & TRACEABILITY

Supermarket

- Food products

- Medicinal natural
products e

ol R
.-l EarthColors* { ) EarthColors® |

EarthColors®

garment ()
,,,,,,,,,,,,, > {
o b Traceability.& m
Dyestuff ves Fabric sorie Garment _IS_“D”'V Chain  ghop
manufacture production maker ransparency

14/




Does Sustainability Cost?

Raw material prices

Ancillary costs

= Additional registration
= Compliance testing
New technology risks

= Supply

= Performance
Process Change

= Textile Manufacturing — Change management

James Carnahan, Global Sustainability Manager
ITMF Conference, Nairobi, September 2018
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»

o Sy
bluesign' @

o cradletocradle
: ,‘,e“-"‘-'#%
SCIVEerdLENS N 2
3 rapid screen f‘@ OEKO-TEX®
%‘w‘j’? OEKO—TEX® CONFIDENCE IN TEXTILES
Cj J'?A‘FR C\‘\O&\\ CONFIDENCE IN TEXTILES @ ECO PASSPORT
OEKO-TEX® f
o Y5 TeP INDITEX \
OEKO-TEX® CHEM-1Q*M
STeP
g OEKO-TEX® I] SGS
DETOX TO ZERO @
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THE LIST 2015.pdf
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Does Sustainability Cost?

Cost mitigation (where possible)
= Variable costs: OF JEANS.

= Water and effluent charges AU
= Energy reduction

ADVANCED

= Fixed cost dilution |

= Higher productivity levels

/ Conventional Denim - Indigo grains

v 2

Requires Value Chain
CO I I ab O ra.tl O n / Advanced Denim — Denim-Ox process (Diresul RDT dyes)

1 3 s I \ ARCHROMA
ADVANCED
DENIM

/ Advanced Denim — Pad-Size-Ox process (Diresul RDT + Arkofil DEN-FIX)

|
s ARCHROMA ‘
o P J \ \ DENIM 5
James Carnahan, Global Sustainability Manager : S

ITMF Conference, Nairobi, September 2018 16/
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Energy
consumption
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Does Sustainability Cost?

What do you need...

Cost mitigation (where possible)

= Variable costs: ¢ v
=  Water and effluent charaes Full stain management? ‘
| g (Water and o) Water repellency?
= Energy reduction i i
» Fixed cost dilution Use C6-based PFOA-free*

Use our fluorine-free new product
= Higher productivity levels fluorocarbon products

» Reduce performance to be “Fit for Purpose”
= For example: Repellancy

De‘rd@ Greenpeace Detox Report: Destination Zero SMARTREPEL

HYDRO

“all brands have made significant progress in
eliminating PFCs and substituting where
necessary

- 72% reported complete elimination

- Remaining 28% are making good progress

Non fluorinated durable
Water repellent

towards elimination”

James Carnahan, Global Sustainability Manager
ITMF Conference, Nairobi, September 2018 18/
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Does Sustainability Cost?

Cost mitigation (where possible)

Challenges

= Passing through discrete sustainability cost impacts

= Business as usual approach

» |ncremental changes having minimal sustainability impacts - Resilience

James Carnahan, Global Sustainability Manager
ITMF Conference, Nairobi, September 2018 19/



Does Sustainability Cost?
Yes

Management Strategies — Manage Expectations

Conscious organization commitment

Stakeholder communication:
= [nternal — KPI Alignment to Strategy
» Value Chain
= Upstream — vendors/services (cost)
= Downstream — customers/specifiers (value)

Departure from traditional “Cost Plus” pricing models

Financing Sustainability — Green Bonds

James Carnahan, Global Sustainability Manager
ITMF Conference, Nairobi, September 2018
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' | International
IF Finance Corporation
| WORLD BANK GROUP
(X hsec

Sustainable Financing

"We want to play a leading role in the transition to a low-carbon
economy’ John Flint, HSBC Group Chief Executive

formation | 8

20/
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- cLrAATE Eg: RGY INDEPENDENCE
SERVE RAINFORESTS
SOMNIT| | B
* GREEN )Hops
* LVABLE CiTigg

’ RENEWABLES

* HEALTHY cq
. eTC. eTc. LOReN
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L e f2G USAOPRY

WHAT \F 1T
A B\G HOAKR AND

Wwe (ReAle A peTTer
WORLD FoR NOTHING ?

Do we need to “Business Case” our Moral Obligation?

James Carnahan, Global Sustainability Manager

ITMF Conference, Nairobi, September 2018 21/






We continuously challenge the status quo \
In the deep belief that we can make
our industry ssustainable. NS
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The H-acid Effluent Problem

H-acid is one of the leading dye intermediates in the world, used in manufacture of black dyes. India is the second
largest manufacturer of H-Acid in the world after China. However, H-acid is responsible for the most polluting industrial

effluent in the dye and dye intermediate sector.

NH, OH

HO,S SO,H

Did you know that manufacturing 1 kg of H-acid, results in the generation of 50 kg waste ?

In other words, it has an E-Factor of 50. In fact, the final isolation step is responsible for 50% of the overall waste
generated. The waste is of dark color, strong acidity and contains substituted derivatives of naphthalene compounds.
These organic substances are toxic, non-biodegradable, difficult to decolorize and resistant to conventional treatment. It

has a very high COD of 1,50,000.

James Carnahan, Global Sustainability Manager
ITMF Conference, Nairobi, September 2018 24/
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Textile value chain / Importance of Tier 3to screen out bad chemistry

Tier 4 Tier 3 Tier 2 Tier 1 Brand
Intermediate Specialty Fabric Garment Retail Sales to
Manufacture Chemical Manufacture Manufacture Consumer

James Carnahan, Global Sustainability Manager
ITMF Conference, Nairobi, September 2018 25/



Associagéo
Téxtil e Vestuario
de Portugal
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ATP would like to invite you for the
ITMF Annual Conference 2019

This would be the 3rd ITMF Conference
organised in Portugal — Porto (1993, 1969)
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“Create and
Share Value in the
Textile Industry on
Digital Economy Paradigm”




ITRAIF

ATP — Textile and Clothing Association of
Portugal is an employer association, with
national scope, and represents around
500 companies from all sub-sectors of
textile and apparel sector. These
companies provide more than 35.000 jobs
and a turnover of 3.000 million Euros, of
which two third parts are destined to
exportation.



ITRAIF

ONE OF THE MOST IMPORTANT
SECTORS IN PORTUGAL

The textile and clothing industry in
Portugal represents 11% of the added
value, 9% of the turnover and
production and 20% of the
employment in the manufacturing
industry, and more than 10% of total
exports.



ITRAF

%D
Portugal is the new world’s case study in the
Textile Industry.

Creativity, innovation and high performant
service are the drivers that make the
difference.

Textile in Portugal is Resilience, Tradition, Art
and Passion. Heart and soul transferred to
objects of desire on material that dresses

our lives wherever you turn.







Conference Venue
Sheraton Porto
Hotel & Spa
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venues
Pal




Other
venues:

Caves Ferreira
(Ferreira Cellars)
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https://vimeo.com/203346600
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Visit:

Serralves Foundation
& Museum of
Contemporary Art
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Places to visit:

Porto Cruise
Terminal
& Beaches




Places to visit:

Cathedral,
Lello Bookshop
& Clérigos
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The region
Braga

Gu




The region:
Douro Valley
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j We hope to see
CTOBER 20-20 ) | (FRUHESEHO

P O RTO for the ITMF

PORTUGAL Conference 2019!
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