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AFIRST-OF-ITS-KIND IMPACT INVESTMENT FUND OUR
FOR THE TEXTILE MANUFACTURING SECTORIN ASIA INVESTEES

SKML is a leading producer of
cotton yarn from cotton and
cotton waste (spinning) and a
manufacturer of sustainable opgo
denim fabrics (weaving). SKML 6 2536 $205 mllllon
is a part of the larger KG Group. PRODUCTION WORKERS INVESTMENT

UNITS RECEIVED IN 2023

PRODUCTION USE OF FUNDS
FACILITIES @' Finances key equipment replacements in two (tier 3)
o - Replacement spinning units: KG Naidu Mills (KGN) and Balaiji Mills
P “% ﬂ\/ ;yinf‘;” R Pof old (BM) and one (tier 2) weaving unit: KG Fabriks (KGF)
55\_\ X o&} fJO,P machines with a focus on replacing legacy equipment that is

25+ years old and on automating operations.
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EXPECTED IMPACTS

Energy and material savings
Internal @ gy g

rotation of @ Enhanced production capacity

Coimbatore, Tamil Nadu, India equipment

FINANCED KEY EQUIPMENT

Spinning Weaving
Bunch Blow Carding Drawing Spinning Cone Packing Fabric
of cotton room winding production

Autoblending Rotor spinning  High speed o Fabric singeing machine

machine machines winding @ Air jet looms
machines L .
o Cone winding machine
Auto doffer
machines
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The installation of spinning equipment and rotation of machines among spinning mills
led to the phase-out of old spinning machines, generating notable energy and GHG
emission savings. Automation of the doffing process has helped reduce cotton waste
significantly while creating a safer work environment.
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DIRECT IMPACT
“We have learned a lot from this investment and are clearly

seeing the benefits. Not only regarding the direct savings in
waste and energy but also our product quality has improved,
and we have better management systems to make further

Ll improvements based on the data we track now.”
e ° Srihari Balakrishnan,
Good energy Good materials CO, savings N
- [+) o
49-59% 91-95% :1,272
Rotor spinning 630,380 Kwh* tons

Reduction in

material waste CO; savings

51-58%

as compared annual
indi * t | doffi .. . . .
Winding 59,086 kwh © mdntialcoting fundngngEE\ines Good Spinning equipment Weaving equipment
(4,756 kg of cotton economy annual gross savings of INR 11,907,091 annual gross savings of INR 9,575,705

5 5 % waste saved per year)

Singeing 48,358 Kwh*

:USD 140,000

from electricity and
yarn waste savings

:USD 115,000

from enhanced production,
reuse and chemical savings

Financial savings
from key equipment

4 20/ installation*
o
Transformer replacement 136,348 Kwh* Numbers verified by GFF through its technical advisors
*All figures for 2024
FURTHER IMPACT next to these direct impacts resulting from equipment installation, SKML's /N
management noted significant additional unforeseen positive results on product % @
quality and production efficiency, for example:
Weaving equipment
@ @ @ @ have enhanced SKML's
production capacity and Savings generated Dyes and Enhanced
Increasein first grade Dyes and chemical Enhanced productivity Waste reduction have generated financial through the reuse of Azl ?avmgs . p.roductlon
fabric production savings Marginal increase in Installation of air jet savings through baby cones rt?sultmg ) efﬁmemix through
n - . . (leftover yarn cones from installation additional
Because of the Improved product market value due to looms has increased additional efficiency .. ..
L L . . . . . that often result from of the singeing air jet looms
automation in spinning, quality through the excellent quality production capacity gains. Among others, N
) ) : ) i changeovers, short machine: generates
the number of defects installation of the new and performance of in weaving by 220,000 these include: runs, or yarn breaks): ceTre approximate
in weaving has come singeing machine in the the singeing process, meters/month. Overall approximately approximately annual savings of
down, meaning an weaving unit has led and more productivity waste reduction and USD 10,500 per year USD 16,500 per year USD 88,000

increase in first grade
fabric production from
94% to 95.5%.

to dyes and chemical
savings. The company
now needs 0.1% less
indigo dye to get the

(speed improvement
from 45 to 90 metres
per min).

lower effluent load due
to lesser draining of
chemicals.

*Numbers reported by SKML based on 2024. Annual savings can vary depending on production parameters.

same rich blue shade. GFF Financial
ADDITIONALITY The GFF has provided more flexibility to SKML to adjust its investment plan, as
compared to what a local bank would have allowed. This made it possible for the
manufacturer to purchase 12 second-hand air jet looms instead of initially planned
PRODUCT Inspired from the investment process, SKML also took further steps to identify **""} 8 new machines; following d circular economy approach.
INNOVATION opportunities for additional savings while further enhancing the company’s circular Iv Technological
business model. The management was concerned with the question of what they SKML states they would not have necessarily invested in the same equipment without
could do with remaining waste from spinning. To this end, they installed a machine the GFF loan, as they were not sure about the benefits and payback. Now, having
= - with which residual yarns (baby cones) are re-spun into coarser yarns. SKML then uses learned about all the positive impacts, company management is convinced it has
s S these to make work gloves as well as wicks, generating additional revenue streams. been the right decision and would like to scale up investments in the spinning units.
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ENVIRONMENTAL AND SOCIAL ACTION PLAN IMPLEMENTATION

IMPROVED AWARENESS REGARDING
KEY ISSUES TO ADDRESS

SKML has taken steps to improve the
company’s governance systems:

iy

IMPROVED LONG-TERM ENVIRONMENTAL
MANAGEMENT STRATEGY

The company has taken specific measures in
terms of energy and waste management, including:

Enhanced awareness on the importance of data @ Increased renewable energy to 69% overall

has triggered the establishment of an IT based
data monitoring and reporting system that allows

for close monitoring of

@ This has led to additional energy savings in the

weaving process.

HIGG FEM SCORES

KGF 83.9%
KGN Mills 71.6%
BALAJI Mills 71.2%

SOCIAL IMPACTS

usage, leading to additional GHG emission

savings.

energy consumption.

@ Introduced wastewater standard tracking and
reporting.

@ Introduced tracking of all hazardous and non-

hazardous waste generated, and established
targets for waste reduction.

Due to the GFF due diligence requirements, the tier 3 spinning units
underwent a Higg FEM assessment for the first time.

The Higg Facility Environmental Module (Higg FEM) is a standardized tool that

93.9% helps manufacturers assess their environmental performance in key areas
like energy, water, waste, chemicals, and emissions.
O,
88.4% By using the Higg FEM, SKML identified areas for improvement and tracking
progress in the spinning units. This helped the company implement more
88.2% sustainable practices, comply with regulations, and meet sustainability
. o

expectations of brands.

The GFF's social due diligence assessment conducted in two mills was satisfactory
and found that SKML is considered as a good employer by workers.

There were however a number of items identified that could be improved related to
workers’ and labour rights and health and safety aspects. SKML has made several
improvements as per the established social action plan. These include improving the
company’s grievance mechanism for workers, and several aspects regarding health
and safety standards.

The GFF has provided technical assistance to support SKML in advancing on the
implementation of social action items.
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OPPORTUNITIES (»)
FOR FURTHER
ACTION

®

®

LESSONS LEARNED

The environmental and social action plan remains a tool for SKML that will be used
over the entire investment period of 5 years to address any outstanding issues.

The GFF with its technical advisors conducts periodic reviews to support the
company in keeping track and finding solutions to identified shortcomings. While
some are relatively easy to address, challenges remain especially on the social side
that are related to more deeply entrenched systemic challenges of the industry.

Attracting and retaining workers is a major challenge in the state of Tamil Nadu
and many companies, including SKML are relying on recruitment and relocation of
workers from other states from the North of India.

Work conditions that can be offered by textile manufacturers also depend on the
economic conditions of the sector and buying practices of international brands. In
this context, SKML is still looking on how to best improve on its human resources
policies, governance and management and to further enhance the implementation
of health and safety practices to eliminate all risks for workers.

® @
FINANCE AS A TOOL:
Impact investment can
be an effective tool to
trigger change in textile

leading to concrete
positive environmental
impacts in terms of
waste, energy and GHG
emission savings. It can
thus also help brands
in accelerating their
sustainability strategies
through investments in
deeper tiers.

GOOD
FASHION

The Good Fashion Fund (GFF) was launched in 2019
as a first-of-its-kind initiative with a mission to help
create positive environmental and social impact in the
textile manufacturing sector. It provides long-term USD
loans to textile and apparel manufacturers in India and

DOWNSTREAM EFFECTS:
Providing finance for
specific equipment can
generate significant further and development of an
manufacturing companies, benefits in the downstream environmental and social
production process such
as improved product
quality and additional
savings on waste, energy
and chemicals.

® ®
AWARENESS:

Technical advice and
accompanying the
manufacturer throughout
the investment is an
added value of an
impact investment

fund that fosters
increased awareness on
environmental and social
issues that need to be
addressed.

GOVERNANCE:
The investment process,
including due diligence

action plan, can have
additional positive effects
on overall company
governance.

Along with each investment, through a due diligence
process and the establishment of an environmental and
social action plan that is part of the loan agreement,
the GFF supports manufacturers to implement further
environmental improvements and to enhance workers’

Bangladesh for the uptake of best-in-class and innovative  conditions and rights. The GFF has a blended finance

technologies. Each investment should lead to at least a
50% reduction of one of the environmental goods in the
production process: water, materials, or energy.

structure pooling investments from Laudes Foundation,
The Mills Fabrica and Rabobank. The fund is managed by
FOUNT, an impact investment firm from the Netherlands.
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