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Thriving Togelher

Our commitment to sustainability is the bedrock of our journey, infusing every
decision with a sense of responsibility and allowing us to build momentum that is
both purposeful and impactful.

Ensuring that our actions align with our core values, this year, we reinforced our
commitment to innovation and environmentally conscious practices that resonate
strongly with our stakeholders, who trust and support our green mission.

Throughout the past year, our achievements - both financial and non-financial -

have been underpinned by our concerted efforts to formalize the ESG practices

within our company. This commitment to responsible business has enabled us to

navigate challenges and strengthen our position as a leader in the activated carbon
industry while shaping a better tomorrow.

Looking ahead, our focus remains on fostering a culture of collective growth, where
every member plays a crucial role towards a brighter, more sustainable future.

We're thriving together!

Story behind the cover
Ours is a story of sustainable innovation hard coded in our DNA from the beginning. The
coconut shell derived from the coconut tree is our key raw material. It is then transformed
through innovative processes to produce activated carbon, which is in turn used in a myriad
of applications, leading to better quality of life, addressing multiple stakeholder needs and
generating progress towards a promising future.
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This is the 4th Integrated Annual Report

of Haycarb PLC and offers a balanced

and concise view of how we delivered
value to key stakeholders during the
financial year ending 31st March 2024.
This report presents relevant and material
information about the Group’s strategy
and performance across financial, social,
environmental and governance areas in

the context of our operating environment
enabling a holistic and concise presentation
of our value creation story during the year
under review and our plans for future value
creation.

ABOUT THIS REPORT

This Annual Report covers the operations
of the parent entity, Haycarb PLC, its 16
subsidiaries and 2 associate companies
collectively called “the Group”. We adopt an
annual cycle for reporting and this report
builds on the previous report published for
the financial year ending 31st March 2023.
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OUR APPROACH TO REPORTING (sezze

SCOPE AND BOUNDARY

The financial information in financial
statements and the narrative provides

a consolidated view unless otherwise
stated. The non-financial statements also
represent the Group and extends to include
risks and opportunities emerging from the
operating environment, and the outcomes
attributable to our key stakeholders. While
the Group's head office is based in Sri
Lanka, its operations are distributed across
7 countries. Haycarb's Group structure is
given in page 4.

CHANGES TO REPORTING

The Group established subsidiaries, Haycarb
Singapore Pte Ltd and Haycarb Philippines
Corporation, during the year under review.
Besides this, no significant changes took
place in the Group's size, shareholding,
structure or supply chain during the year
under review. No major restatements

were made to financial and non-financial
information disclosed in the previous
Annual Report.

REPORT EVOLUTION

i
ey B

h‘ru s Towther

PDF format

A concise
Integrated Annual
Report in print form

Digital version

of annual report
This report is available in
printed form and online at

Ofa10]

"

https:/www.haycarb.com/ -
investors/ E

The following key improvements were made to our Annual Report during the year.

i©

g,

Alignment with SLFRS
Sustainability Disclosure
Standards S1 and S2.

Aligning the Corporate
Governance Report to new

A

4

developments

Improved digital
presentation of the
integrated report

o
Disclosed our long-term ESG goals
with the launch of “Activate” - Haycarb's

ESG Roadmap 2030 and performance
against targets during the year

Strengthened climate
related disclosures

Improved connectivity
throughout the report

Q:::-Q

analysis)

Introduction of the TOWS
analysis (Beyond SWOT

Presentation of vertical and
horizontal analysis of
the financial statement
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OUR APPROACH TO REPORTING

' GROUP STRUCTURE

HAYCARB

° 000 Activated carbon solutions
0000

HAYCARB PLC (PARENT COMPANY) e

l ! ! l

Environmental Investment eI T Marketing and Business

‘ Engineering ' ‘ ' ‘ Development
Y Do s
N O

Puritas (Pvt) Ltd Haycarb Holdings Recogen (Pvt) Ltd Eurocarb Products Ltd
(100%) ° Bitung Ltd (100%) ° UK
(100%) (100%)
Lakdiyatha (Pvt) Ltd Ultracarb (Pvt) Ltd
(49%) Carbotels (Pvt) Ltd (100%) Haycarb Holdings
b (25.2%) hd Australia (Pty) Ltd
Puricarb Pte. Ltd d Carbokarn Co. Ltd (100%)
(100%) . Haycarb Singapore Pte (50%) °
Ltd. Haycarb USA Inc
(100%) ® CK Regen Systems Co, (100%) ®
Ltd
(50%) ° Haycarb Activated
Carbon (Pvt) Ltd
Shizuka Co Ltd (100%) °
(50%)
PT Mapalus
® siiLanka Makawanua Charcoal
@ Thailand Industry
Indonesia (100%)
United Kingdom PT Haycarb Palu Mitra
@ United States of America (60%)
Australia » —
. aycar ilippines
¢ Sm.gapore Corporation
. India (100%)

o Philippines
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THE EVOLVING REPORTING carefully evaluated the requirements set the necessary process adjustments to align
LANDSCAPE out in these standards and carried out a gap with the new reporting requirements. A
In 2023/24, the reporting landscape shifted analysis to identify areas that needed to be summary of the shifting reporting landscape
significantly with the introduction of several addressed. Senior and middle management during the year under review and how we
new standards mandating new disclosure also underwent training to gain a deeper responded is given below.

requirements. To enable compliance, we understanding of the new requirements and

Standard / Regulation Treatment in this report

* SLFRS Sustainability Reporting We carefully reviewed the requirements of the two standards and implemented changes across
Standards S1 and S2 the key areas of Governance, Strategy, Risk Management and Metrics and Targets to align with
the new reporting requirements. A detailed account of the steps implemented by the Group
during the year under review to enable compliance is given on page 39 to 40.
* CSE Listing Rule Section 9 on Requirements have been integrated into the Corporate Governance Report with an index given
Corporate Governance on page 214 to 219 indicating status of compliance (fully compliant on indicators which require
compliance to date. In identified instances, we have used the transition provisions included under
the Rule. We hope to comply fully with all requirements by the dates set out in the Rule).
* Code of Best Practice on Corporate Requirements have been fully integrated into the Corporate Governance Report and detailed
Governance issued in December information presented in page 195 to 211.
2023 by the Institute of Chartered
Accountants of Sri Lanka

*  European Sustainability Reporting We are monitoring the developments on this standard to assess its future implications on our
Standards reporting practices, but these standards are not reflected in this year’s report.
Our financial and non-financial reporting reporting with international best practice requirements, standards and codes that
has been prepared in compliance with all through the early adoption of SLFRS guided the preparation of this Integrated
mandatory regulatory requirements. In Sustainability Reporting Standards S1 and Annual Report is given below.
addition, we have also aligned our corporate S2. The regulatory and voluntary reporting

Financial

Sri Lanka Financial Reporting Standards

Sri Lanka Accounting Standards

The Companies Act No. 7 of 2007

Listing requirements of the Colombo Stock Exchange

Corporate Governance

Listing requirement of the Colombo Stock Exchange Section 7

Code of Best Practice issued by The Institute of Chartered Accountants of Sri Lanka 2017 and 2023
CSE Listing Section 9 on Corporate Governance (new)

SLFRS S1 General requirements for disclosure of sustainability related financial information (new)
<IR> Framework

GRI Universal Standards

Sustainability Accounting Standards Board (SASB)

UN Sustainable developmental goals (SDG)

10 principles of the UN Global Compact

Gender parity reporting framework of The Institute of Chartered Accountants, Sri Lanka.
Non-financial reporting guidelines of The Institute of Chartered Accountants, Sri Lanka
Transparency in Corporate Reporting Assessment

Climate related reporting

SLFRS S2 Climate related disclosures (with the incorporation of the Recommendations of the Task Force on Climate Related Financial
Disclosures (TCFD)) (new)

Annual Report 2023/24 | Haycarb PLC | 5



OUR APPROACH TO REPORTING

MATERIALITY

This report has been prepared to address
topics considered to be most material to
the Group's value creation process and the
concerns of its key stakeholders. We adopt
a double materiality assessment process
when determining material topics which is
described in detail on page 84.

In alignment with our adoption of SLFRS S1
and S2 Sustainability Disclosure Standards,
our report also discloses key sustainability
and climate related risks and opportunities
identified by the Group by applying the
SASB Chemical standard, SLFRS S2 Climate
related disclosures industry-based guidance
and TCFD guidelines. We also report

the strategies we have implemented to
mitigate these risks while capitalising on the
opportunities it presents.

JOINT ASSURANCE [GRi2-5]|

We adopt a joint assurance approach,
obtaining assurance from both internal

and external perspectives to ensure the
integrity of our report. Internally, assurance

is provided by the Board, Audit Committee,
internal audit and our senior management,
while external assurance is provided by
Messrs. Ernst and Young on financial
statements, sustainability and integrated
reporting.

FORWARD LOOKING STATEMENTS

This report contains forward looking
statements based on our current
understanding, interpretation, and
expectations of internal and external
information. These statements have been
included given its importance in assessing
our potential to create future value but are
inherently uncertain as they relate to future
events, outcomes and impacts beyond our
control. Therefore, users are advised to use
the latest information available at the time
of assessment when evaluating forward
looking statements as future conditions
may differ materially from those expressed
herein. All forward-looking statements are
provided without recourse or any liability
whatsoever to the Board or other preparers
of the Annual Report due to the reasons
given above.

FEEDBACK (GRi 23]

We value feedback and welcome any
suggestions you may have in terms of what
you would like to see in our next report.
Please direct your feedback to:

Director Finance,

Haycarb PLC

400, Deans Road, Colombo 10, Sri Lanka
E-mail: haycarbgroup@haycarb.com

Digital Feedback Form E 'E
1
"

OUR DIGITAL TRANSFORMATION JOURNEY

In today's rapidly evolving business landscape, the integration of digital technology has become essential for enhancing stakeholders experience
and driving efficiency & sustainable growth. As Haycarb reflects on the past year and looks forward to the future, we are excited to share the
developments our company has achieved in embracing digital transformation in the reporting landscape.

{’.‘} Specialized web portal
8:] Video version '\‘."' An exclusive digital platform
e Chairman’s and Managing Director’s tailored to provide stakeholders
joint message with comprehensive insights and
interactive features

e 2023/24 Annual Report summary B
© » Micro site inclusive with Al
driven digital enabled analysis

: Digital feedback form
——  Online feedback
forms in lieu of
conventional forms

« Financial highlights
« Non-financial highlights

r Digital version .
_—;E] ¢ Online HTML
o Flip Version
e PDF Version

o Inclusion of QR links

6 | Haycarb PLC | Annual Report 2023/24



Introduction | Understanding Value Creation and Impacts | Our Value Proposition on ESG
Nurturing Our Resources | Mindful Governance | Financial Statements | Supplementary

' NAVIGATING OUR REPORT '
' The Capitals ' Our Stakeholders ' Strategy '

Shareholders

Financial Capital Market growth

Employees
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Natural Capital Innovation led growth
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Customers

Intellectual Capital Strengthen global supply

chains
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Suppliers

Human Capital Business Partners

Purpose-driven and
committed teams
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b $B ¢

Communities

Social & Relationship
Capital

&
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D

Government & Regulators v ESG mindset
<5

Manufactured Capital
Financial Institutions
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PERFORMANCE HIGHLIGHTS S anaverion a1

[t

FINANCIAL HIGHLIGHTS

*

Financial Performance PR Feriomance indicior U DOVESS S

=

Profitability highlights

Revenue Rs. Mn 43,179 60,943
! Gross Profit Rs. Mn 13,269 14,879
Gross Profit margin % 30.7% 24.4%
gﬁ) Operating profit Rs. Mn 6,521 8,274
3 2 Profit before tax Rs. Mn 6,113 8,258
Profit before tax margin % 14.2% 18.6%
RS. ¢ Bn Profit after tax Rs. Mn 4,306 6,505
Revenue Profit after tax margin % 10.0% 10.7%
Return on equity (%) % 16.8% 25.8%
Return on capital employed (%) % 19.7% 28.4%
Return on Assets % 10.7% 16.2%
Interest cover ratio No. of times 33.9 6.9
Effective Tax Rate % 29.6% 21.2%

40 2 Efficiency ratios
Rs. ° Bn Asset turnover ratio No. of times 1.07 1.52
Total asset base Inventory holding days Days 156 118
Debtor days Days 57 45
Creditor days Days 14 8
r ' Cash conversion cycle Days 199 155

@ Liquidity ratios
o/ Current ratio No. of times 2.22 2.06
} Quick asset ratio No. of times 1.25 1.01
'.4 % Solvency position
Total assets Rs. Mn 40,214 40,191
Gearing ratio Total liabilities Rs. Mn 14,516 14,979
Shareholders’ funds Rs. Mn 22,905 22,142
Non Controlling Interest Rs. Mn 2,793 3,071
Total debt Rs. Mn 5,780 8,462
Equity/Assets No. of times 0.64 0.63
Gearing ratio % 18.4% 25.1%
2 6 Debt/Total assets (Adequacy ratio) % 14.4% 21.1%
) Investor position

Earnings per Share No. of shares outstanding No. 297,123,750 297,123,750
Earnings per share Rs. 12.60 19.60
Dividends per share Rs. 6.00 5.65
Net asset value per share Rs. 77.09 74.52
[@ Market price per share Rs. 76.50 56.30
Market capitalization Rs. Mn 22,730 16,728
P/E ratio No. of times 6.07 2.87
47 Dividend payout % 47.6% 28.8%
o Dividend cover No. of times 2.10 3.47
Dividend payout Dividend yield % 7.8% 10.0%

8 | Haycarb PLC | Annual Report 2023/24
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Group Non- Financial Highlights- E' E

Video version =

=]

NON-FINANCIAL HIGHLIGHTS

&@) w (ﬁ\ @) Non-financial Performance
\[ER ALY #
@ had i s

Intellectual Social & Relationship Manufactured Human Natural
Capital Capital Capital Capital Capital

Performance indicator 2023/24 2022/23

Intellectual Capital

New Products No. 14 16

Products in pipeline No. 7 4 New Products
Revenue generated from new Rs. Mn 479 1069

products *

New certifications No. 2 1

Investment in research development Rs. Mn 231 187

* Revenue from new products considered for the first 2 years

Social and relationship Capital > 105 OOO

Customer base No. >590 >550
Customer satisfaction score % > 90 > 85 CSR Beneﬁuanes (No.)
Charcoal supplier base No. >600 >500

CSR Beneficiaries No. >105,000 >100,000

Manufactured Capital

Investments in capital expenditure Rs. Bn 2.1 1.9

Number of processes improved No. 5 8 2 1 B
Total property, plant and equipment Rs. Mn 10,838 10,214 ¢ n
Global manufacturing capacity Mt 56,300 56,800 Investments'in capital
Capacity utilization % 84% 86% expenditure

C 2
Human Capital @é
Permanent employees receiving % 100 100 2
regular performance reviews W

Total Remuneration Rs. Mn 5475 4,736
Number of employees No. 1,933 1,880 2 .8 Mn

Remuneration per employee Rs. Mn 2.8 2.5

Remuneration per employee
Females who occupy Executive Board % 27 21

Member positions

Natural Capital

Non-renewable energy consumption MJ 247,352,000 265,137,000

Total emission tCO,e 26,696 28,396

Raw material suppliers from green % 40% 42%

charcoaling sources

Power supplied to the national grid i~ KWh 802,500 1,015,556 Power supplied to the national grid
Sri Lanka from Recogen (Pvt) Ltd in Sri Lanka

Annual Report 2023/24 | Haycarb PLC | 9



HAYCARB AT A GLANCE (e:zs

Haycarb PLC is a world leader in
the coconut shell activated carbon
industry, with customers in over 50
countries. Our product portfolio of
over 1,500 products empowers a
growing environmentally conscious
world by providing solutions vital
to de-carbonisation and building

a sustainable future. Our culture

of collaborative innovation fosters
long-term partnerships with B2B
customers, enabling the delivery of
customised, value-added solutions
for their evolving needs. Through
our environmental engineering
solutions arm, we provide advanced
water purification solutions that
contribute to the preservation and
conservation of natural ecosystems
and wildlife habitats, underscoring
our commitment to environmental
sustainability.

SNAPSHOT OF 2023/24
REVENUE TOTAL ASSETS
Rs.43.2Bn  Rs.40.2 Bn
US$ 136.4 Mn US$ 134.1 Mn
PROFIT AFTER TAX GLOBAL MARKET
Rs. 4.3 Bn i
US$ 13.6 Mn 16/0

10 | Haycarb PLC | Annual Report 2023/24

@ Our Purpose

Enrich
6}) Lives by adding value to all our
. é\ 1%‘ stakeholders, while upholding customer
§ Driving /o centricity, innovation, technical
wy Value > exc.ellence and sustainability as a way
b of life
Lives Empower
Employees with knowledge, skills and
Empowe( autonomy to create value through world

class technology and processes with
efficiency and accountability

[=]3a =]

'
-

Envision

Future centric outlook to be a catalyst
for tomorrow’s purification and energy
storage solutions

Our Vision

To be the leading global provider of activated carbon and foremost provider of
water purification systems in Sri Lanka and the region, renowned for technical
excellence, customer centricity, innovation and sustainable business practices.

A highly skilled, innovation focused talent pool
1,933 employees across 7 countries

MANUFACTURING CAPACITY
2023/24

*

21%

KEY MARKETS 2023/24

*

6%
16%

'}

14%

Y |

56%
23%
52%

Sri Lanka United States of America [l South America
M Indonesia M Africa Europe
Thailand Asia M Australia
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oRg

For more details please visit
our website

Our Global Presence ,. HAYCARB

L] ::: 00000 Activated carbon solutions
1111
00
1
27

Germany
Seoul,
Kielce, Poland South Korea
Ontario, Cénadaq " Bristol, UK ‘ g .
: Paris Iérance Beijing, China
Pittsburgh, USA o
Speln G Q Turkey 9 ; QTokyo, Japan
Texas, UsA Dubai, UAE
Saudi Arabia 9 9 Taipei, Talwan Bangkok, Chonburi,
Accra, Ghana @ 9 - Ratchaburi, Thailand
: Addis Ababa, .
Zaruma, Ecuadoro Ethiopia 9 . Palu, Indonesia
E/Iua;la |‘.urm)ur’smgapore Bitung,
Johannesburg, Q ! alaysia Indonesia
i Perth .
South Afrig Airsttrélia Melbourne, Australia
Colombo, Sri Lanka Parent
Company Manufacturing/
Marketing
Marketing Office @ Distributor Manufacturing

What Differentiates Us
OUR STRATEGIC LEVERS FOR SUSTAINABLE GROWTH

Manufacturing excellence

Market growth Innovation led Strengthen global Purpose-driven and
Accelerate growth | 8rowth supply chains committed teams S TS GENE
through market Building a future Forge long-term Nurture a team of A highly skilled talent pool
penetration and new | oriented product global partnerships | empowered and c it "
market entry. portfolio aligned with | for reliable raw motivated employees. ommunity engagemen
market trends. material sourcing. ESG Mindset
é

ESG Mindset

Our commitment to a sustainable tomorrow underpins every
strategic choice we make.
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OUR SOCIO-ECONOMIC IMPACT

A PRODUCT RANGE THAT SUPPORTS A MORE SUSTAINABLE TOMORROW

*

By engaging with A next generation portfolio of products for energy storage, water purification, improving air
Iocal communities quality, and environmental engineering solutions.

and stakeholders,
we ensure that our
efforts are aligned
with their priorities
and contribute to
their well-being and
development.

As an activated carbon manufacturer with
16% global market share, we positively
impact the socio-economic environment

of three developing and emerging market
economies. The value we created during the
year under review is summarised below.

STRENGTHENING 3 DEVELOPING AND EMERGING MARKET ECONOMIES

*

Sri Lanka Indonesia Thailand
e generated Mad Pl & & Bangkok
foreign exchange for EICEINZS . .
3 de\%eloping aid .. Badalgama Ratchaburi @®®@ Chon Buri
emerging market @ Colombo
economies.
us$ 7 005 Mn uUs$ 15.2 Mn Us$ 14.6 Mn

12 | Haycarb PLC | Annual Report 2023/24
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VALUE CREATION FOR GOVERNMENTS

*

Taxes paid in

Sri Lanka I‘\e Overseas

12. ¥ 46,

PROVIDING EMPLOYMENT

We provide employment in (No. of people)

1,213 720

Sri Lanka Overseas
(6 countries)

SUPPORTING LIVELIHOODS

*

*  We supported the livelihoods of over 600 suppliers
through the procurement of coconut shells and
coconut shell charcoal in Sri Lanka, Thailand,
Indonesia, India and Philippines.

* We also provided technical and financial assistance to
over 350 micro-entrepreneurs and small & medium
scale suppliers to produce coconut shell charcoal
using green technology through the Haritha Angara
programme, in Sri Lanka.

Annual Report 2023/24 | Haycarb PLC | 13



OUR SOCIO-ECONOMIC IMPACT

POSITIVELY IMPACTED OUR COMMUNITIES

*

Investment in CSR
initiatives

 40.8 v

No. of
beneficiaries

>105,000

T T T

Puritas Sath Puritas Sath Sisu Divi Pahana Laptop Donation Supported the
Diyawara Diyawara - Going Providing nutritious Donated 90 laptops healthcare system of
Provided purified Beyond Mid-day meal for to university students Sri Lanka
drinking water to Donated books and school children in 13 with economic Upgraded medical
communities in need. school supplies to schools hardships. infrastructure and
school childrenin 14 donated medical
schools equipments.

14 | Haycarb PLC | Annual Report 2023/24
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GROUP VALUE ADDITION & DISTRIBUTION

Group Value Creation

Value created 2024 2023
Rs. ‘000 Rs. 000

Revenue 43,179,205 60,943,256
Other operating income 178,045 200,630
43,357,250 61,143,886

Cost of materials & services brought in

(29,252,194) (43,279,972)

Value added

14,105,056 17,863,914

Group Value Distribution

Value created 2024 2023
Rs. ‘000 Rs.000

To employees as remuneration

5,475,303 4,736,270

To government revenue

2,833,799 3,954,040

- Sri Lanka

1,206,306 1,756,193

- Overseas

1,627,493 2,197,847

To providers of capital

1,132,693 2,277,595

- Interest bearing borrowings

570,993 1,595,267

- Minority interest

561,700 682,328

To shareholders as dividends

1,782,743 1,678,749

Retained in the business

2,880,518 5,217,260

- Depreciation 1,001,742 898,952
- Profit retained 1,878,776 4,318,308
14,105,056 17,863,914

» Value distributed to governments in Sri Lanka and overseas were reported at 9% and 12% of total value created.

« Value distributed to providers of capital declined to 8% of total value created as the Group pared down short-term borrowings given
reduced working capital requirements.

« Value distributed to shareholders as dividends as a proportion of value created, increased to 13% while the proportion retained in the

business decreased to 20%.

2023/24
%
20%

38%

13%

8,

12%

Employees as remuneration

W Government revenue - Sri Lanka
Government revenue - Overseas

M Providers of capital [l Retained in the business
Shareholders as dividends

2022/23
%

29% 27%

10%
9%

13% 12%

Employees as remuneration

W Government revenue - Sri Lanka
Government revenue - Overseas

M Providers of capital M Retained in the business
Shareholders as dividends
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CHAIRMAN'’S & MANAGING DIRECTOR’S

JOINT MESSAGE (s22

Dear Stakeholder,

Haycarb PLC delivered a resilient
performance with pre-tax earnings

of Rs.6.1 Bn and post-tax earnings of
Rs.4.3 Bn, navigating a year of volatility and
uncertainty across markets and operating
environments. Haycarb maintained its
position as a global leader in coconut-shell
based activated carbon, with an estimated
market share of 16%.

Sustainability is ingrained in our business
DNA. The launch of our ESG Roadmap
“Activate” resonated positively with our
stakeholders, who partner with us in

our quest for collective growth thriving
together for a better tomorrow. We
envision tomorrow's purification and
energy storage needs, and empower our
employees to provide solutions that enrich
our stakeholders while upholding our values
of customer centricity, technical excellence,
and innovation within a sustainable mindset.

SUSTAINABLE INNOVATION

Innovation has been fundamental to
Haycarb’s success. Our expertise and
resources enable us to innovate, scale-up,
and commercialize a future-ready product
portfolio from water and air purification
to energy storage applications. Our strong Mohan Pandith
innovation pipeline increases value-added Chairman
products, enhancing our relevance and
profile in strategic alliances for developing
future carbon technologies. We also
strive to improve our manufacturing and
supply chain processes, adopting greener
technologies across the organisation.

Our R&D teams are deeply committed to

Sustainability is ingrained in our business DNA.

embedding principles of sustainability to The IaunCh Of our ESG Roadmap “Acﬁvate”

our innovation and have made significant

strides in enhancing the performance resonated positively with our stakeholders,

and applications of our activated carbon

products. We have developed new who partner with us in our quest for collective

formulations that improve the efficiency

of water and air purification systems, growth thriving together for a better tomorrow.

addressing the increasing demand for
cleaner and safer environments. Moreover,
our energy storage solutions, including
high-performance carbon materials for
super-capacitors and advanced batteries,
position us at the forefront of the world’s
transition to a low-carbon economy.

16 | Haycarb PLC | Annual Report 2023/24
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Video version of E ﬁE
4

Chairman's and Managing
Director's Joint Message

Relevance of our products to
sustainability issues

ﬂ

Haycarb’s portfolio of diverse

array of activated carbons and
purification solutions addresses

a number of sustainability related
risks included in the SASB standard.

Environment

e Emissions

o Air Quality

o Energy Management
o Water & Wastewater

Management

o Waste & Hazardous Materials
Management

Social

o Product Quality & Safety

Human Capital
o Employee Health & Safety

Business Model & Innovation
e Product design & Life-cycle
Management

Rajitha Kariyaw
Managing Direc

In addition to product innovation, we

are embracing automation and digital
transformation to enhance process
efficiencies, reduce waste, and access
accurate, real-time data which is essential
for insightful decision making. By leveraging
Industry 4.0 principles, we are creating

Innovation has been fundamental to Haycarb'’s smarter and agile manufacturing facilities

. that can adapt to changing market demands
success. Our expertise and resources enable and regulatory requirements.
us to innovate, scale-up, and commercialize a STRENGTHENING SUPPLY CHAINS
future'ready prOdUCt portf0|i0 Our value chain begins with micro-

entrepreneurs who collect coconut

shells for manufacturing coconut shell
charcoal. Over the years, Haycarb has
promoted environmentally friendly
charcoaling systems in Sri Lanka and
overseas. Our “Green Charcoaling”
(Haritha Angara) initiative provides
proprietary technology, soft loans, and
training to micro-entrepreneurs to convert
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CHAIRMAN'’S & MANAGING DIRECTOR'’S

JOINT MESSAGE

VALUE DELIVERED 2023/24

New Products

*  Premium water purification
carbon for Perfluorooctanoic
Acid (PFOA) removal.

Improved EDLC carbon with
higher volumetric capacitance

Hard Carbon Series for Sodium
lon Batteries

New products for water filters
and carbon blocks

High active specialized carbons
development for respirator and
car cabin filter applications

New Markets
*  Middle East

*  West Africa

*  South America

Value to Stakeholders

*  Value delivered to employees
Rs.5.4 Bn

Value delivered to shell and
charcoal suppliers Rs.12.8 Bn
Value to Governments

Sri Lanka Rs 1.2 Bn
Others Rs. 1.6 Bn

Value to investors

ROE 16.8%

Dividends per share - Rs.6

Share price increase 35.9%

to low-emission charcoaling systems,
whilst maximizing production yield. This
programme aims to go beyond creating
livelihoods to enriching lives and driving
socio-economic empowerment. It is with
immense satisfaction that we observe the
socioeconomic progress of those who have
partnered with Haycarb in this initiative.

Our centralized charcoaling plant Recogen

uses patented technology to produce
charcoal while generating electricity
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in a carbon-neutral cycle. In Thailand,

we introduced environmentally friendly
vertical charcoaling suited to the operating
conditions in the region. We leveraged our
domain expertise in green charcoaling to
promote the Haritha Angara technology

in Indonesia, thereby propagating good
environmental and social practices. These
initiatives launched over the last decade
and beyond ensure that sustainable
sourcing is embedded to the raw material
procurement system of Haycarb.

Plans to expand our footprint to the
Philippines will further strengthen our raw
material supply chain and manufacturing
capabilities. Our value chain extends
through our customers to various
purification and energy storage applications
and products, some of which find their way
back to our homes and offices.

To further bolster our supply chain
resilience, we are actively exploring
partnerships with local communities and
organizations to secure a steady supply
of raw materials. These collaborations

not only ensure the sustainability of our
operations but also contribute to the
economic development of the regions
where we operate. By fostering long-term
relationships with our suppliers, we aim to
create a stable and reliable supply chain
that can withstand market fluctuations and
geopolitical challenges.

ACTIVATE

Haycarb formalised its commitment to
sustainable business, with the launch of its
comprehensive ESG Roadmap “Activate”
during the year, setting out 13 priorities
classified into five strategies: Restore,
Inspire, Excite, Uplift, and Innovate.

These strategies are anchored to our
“Conscious Core,” emphasizing mindful
governance, which forms the bedrock of our
sustainability journey.

Sustainability related opportunities are part
of the Innovate pillar, underscoring our
unigue business model. Our innovation
efforts will be aligned with our strategic
objectives, sustainability goals, and market
trends, shaping our top line. The other
four pillars seek to ensure that our own

processes are sustainable and minimize
negative impacts.

As a participant in the United Nations
Global Compact, Haycarb PLC is committed
to its Ten Principles. Progress against

the Group’s environmental, social, and
governance targets are detailed on pages
90 to 95 of this report.

GOLDEN JUBILEE

Haycarb celebrated its 50th Anniversary
during the year, marking a historic milestone
in our legacy. The celebration focused on
giving back to the communities in which we
operate, appreciating our employees and
valued partners, and celebrating our cultural
heritage.

We take immense pride in our contributions
to society, particularly in Sri Lanka, where
Haycarb’s pioneering efforts began in 1973
and where our headquarters and largest
operations remain. In a period when the
country was recovering from an economic
downturn, our CSR activities concentrated
on impactful programs of providing

over 800 mid-day meals daily to school
children of families below the poverty line,
upgrading medical units and providing other
support to selected government hospitals,
donating much-needed laptops to state
university students in need, continuing our
flagship drinking water projects and school
books donations (Sath Diyawara and Going
Beyond), coconut tree planting program in
the Northern and Eastern provinces, and
the Turtle Hatchery program at the Kumana
National Park.

Over 300 members of Haycarb's global
executive team came together for a
memorable night, to celebrate the golden
jubilee, which will be cherished for a
lifetime. Celebrations to mark this milestone
were also held at all our manufacturing
locations.

We are incredibly proud of this critical
milestone for Haycarb, and we feel
fortunate to celebrate it during our

tenure. We recognize and appreciate

the contributions of all past and present
stakeholders who have made Haycarb what
it is today.



UNCERTAINTY

The activated carbon industry is expected
to grow with estimates varying between
4% to 9% CAGR to 2030. However,
slower economic growth in the USA and
Europe negatively impacted us, while
economic expansion in emerging markets
remained strong at 4.3% in 2023. The
unigue adsorption capability of coconut
shell activated carbon coupled with a much
greener carbon footprint to its alternatives,
continues to drive demand across industries
and countries.

Raw material prices remained favourable
but increased towards the year’s end in
Indonesia and Sri Lanka. Freight rates
normalized and supply chain disruptions
reduced gradually. We closely monitor
geopolitical risks to ensure supply
assurance to our customers and with our
seven manufacturing locations in three
coconut growing countries in Sri Lanka,
Indonesia and Thailand and our raw material
procurement structure further extending
to India and Philippines, Haycarb has
diversified its risks to the optimum levels.

Competition intensified from manufacturers
in India and the Philippines, exerting
pressure on carbon prices. With the
efficient procurement and strategic
inventory builds in all our operating
locations, we were able to pass on price
reductions to our loyal customers to
safeguard our competitiveness in the
markets we operate.

Interest rates in Sri Lanka continued its
declining trend in 2023/24, while US
interest rates remains high due to the
contractionary monetary policy stance of
the Fed. This combined with reduction in
working capital requirements and improved
liquidity in the banking system in Sri Lanka,
eased pressure on finance cost. The Sri
Lankan rupee appreciated by 8.0% against
the US Dollar which negatively affected Sri
Lanka operations engaged in the export of a
local value-added product, as cost of inputs
did not adjust in tandem with this currency
movement. To navigate these uncertainties,
we have implemented a robust risk
management framework that enables us to

Introduction | Understanc
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anticipate and mitigate potential challenges.
This includes continuous monitoring of
macroeconomic indicators, geopolitical
developments, and industry trends. Our
proactive approach to risk management
ensures that we remain agile and responsive
to changing market conditions, safeguarding
our long-term sustainability and profitability.

DELIVERING VALUE TO INVESTORS

Haycarb Group recorded revenue of

Rs. 43.2 Bn, a decrease of 29% over the
previous year mainly due to normalization
of freight rates and the appreciation

of the Sri Lankan rupee. Despite lower
growth in the USA and Europe and intense
competition, sales volumes were maintained
through strategic business development
initiatives. Gross profit declined by 11% to
Rs. 13.2 Bn, although margins improved due
to stable raw material prices, well managed
cost base, lean initiatives, decreased freight
rates for imports and reduction of low
margin non-core business segments.

The fixed nature of general overhead
expenses which increased 2%, and the
decrease in gross profit resulted in an
operating profit of Rs. 6.5 Bn, a decrease of
21% over the previous year. Net exchange
impact was a negative 124% year on year,
while interest costs declined significantly
due to lower working capital needs, prudent
loan portfolio management and the decline
interest rates. Consequently, net finance
costs increased while net interest cost
decreased by 88%. The Group recorded a
Profit Before Tax of Rs. 6.1 Bn, a decrease of
26% over 2022/23.

The effective tax rate increased from 21%
to 30%. Consequently, profit after tax was
Rs. 4.3 Bn, a decrease of 34% compared to
2022/23.

Taking into consideration the performance
for the year and future prospects, the
Company paid dividends of Rs. 6.00 per
share during the year.

Our financial performance reflects our

ability to adapt to challenging conditions
while maintaining operational efficiency.
We have focused on optimizing our cost

lue Creation and Impacts | Our Value Propos
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structure, enhancing productivity, and
diversifying our revenue streams. These
efforts have enabled us to deliver value to
our investors, even in a difficult economic
environment.

POISED FOR GROWTH

Haycarb focused on managing cashflows
and improving financial ratios, with

net assets per share increasing from

Rs. 74.52 to Rs. 77.07. Cash and cash
equivalents were positive at Rs. 2.8 Bn,
reflecting prudent financial management
and headroom for growth. Investments
of Rs. 2.1 Bn in manufactured capital
strengthened our infrastructure.

The strength of Haycarb's balance sheet
gives the Company the resilience and the
strength to launch futuristic investments

to expand our manufacturing capacity and
enhance value-adding capabilities within
our ESG Roadmap “Activate.” A significant
part of future growth will be driven by
energy storage carbons, including EDLC
carbon products and other energy storage
carbons for battery applications. We

are developing a hard carbon series for
sodium-ion batteries and a superior water
purification carbon series for PFOA removal
whilst continually improving on our flagship
Chloramine removal carbon range. At the
same time, we continue to progress into
advancement in technology and processes
in air treatment carbons.

The Company also carefully manages the
superior quality, consistency and supply
chain reliability of its hallmark products
that are used in water and air purification
applications. Demand for sustainable
business practices and increasingly
stringent rules on health and safety in
developing and emerging markets provide
new opportunities and markets for these
standard applications. Gold recovery
continues to be a major business segment
for Haycarb, where we tirelessly ensure
our systems are aligned to manufacture
and deliver the best-in-class gold recovery
carbons.

Annual Report 2023/24 | Haycarb PLC | 19



CHAIRMAN'’S & MANAGING DIRECTOR'’S

JOINT MESSAGE

Our strategic
initiatives, strong
financial position,
and commitment
to innovation

and sustainability
position us well to
capitalize on emerging
opportunities and
navigate potential
challenges

Focus was intensified to ensure that we
penetrate new markets such as the UAE,
West Africa and South America, whilst
increasing our reach in markets such as
South Korea, China, Taiwan and other
South Asian countries, and maintaining our
traditional markets in USA, Europe, Japan,
South Africa and Australasia.

Our environmental engineering arm Puritas
(Pvt) Ltd. has returned to profitability in the
current year, after navigating an extremely
challenging external market environment
in Sri Lanka during the economic crisis

in 2022. The company has successfully
re-launched its solutions in the region

with focus on Maldives and B2B projects
and World Bank funded Water Supply and
Sanitation Improvement Projects for rural
communities in Sri Lanka.

Looking ahead, we are committed to
capitalizing on emerging opportunities

in the global activated carbon market.

The demand for high-quality, sustainable
carbon solutions is expected to rise, driven
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by stricter environmental regulations and
increasing awareness of the need for
clean water and air. Our expansion plans
in strategic locations will enable us to
meet this growing demand and solidify our
position as a global leader.

BUILDING TALENT PIPELINES

Haycarb’s value proposition engages
employees across locations, driving
innovation and growth. We augmented our
marketing and business development teams,
established a Corporate Sustainability

and ESG division, and strengthened

our position in energy storage carbon
development with new recruits for our
R&D team. Our commitment to building
strong talent pipelines is crucial for
sustaining our competitive edge. We focus
on collaboration and team dynamics to
drive sustainable growth. Training and
development budgets were increased, and
training hours per employee rose by 39%
during the period under review.

We have implemented comprehensive
talent development programs that provide
employees with the skills and knowledge
needed to excel in their roles. These
programs include leadership development,
technical training, and continuous learning
opportunities. One on one performance
assessments and training needs analysis
conducted for executives was extended
to Production Assistants and Laboratory
Assistants to provide much needed
feedback in improving, motivating and
up-skilling these important job levels of the
Company.

We firmly believe in continual investment
in our people to ensure having a capable
and motivated workforce that can drive
our innovation agenda and support our
growth objectives in a sustainable business
framework.

THE CONSCIOUS CORE

Sustainability Governance

In 2023/24, sustainability reporting saw
significant developments with regulators
stepping in to mandate it across countries,

presenting both risks and opportunities.
The Company is complying with the
requirements of SLFRS S1 and S2, with the
transitional relief that has been granted.
The Sustainability Steering Committee is
chaired by the Managing Director. The
Deputy Managing Director oversees the
Corporate Sustainability and ESG division
which maintains contact with sustainability
champions at all our locations ensuring
progress toward stated goals in our ESG
Roadmap, “‘Activate”.

Our governance framework is designed

to ensure accountability, transparency,

and ethical conduct across all levels of the
organization. We have established robust
policies and procedures to guide our
sustainability efforts, including regular audits
and assessments to monitor compliance and
performance.

COMPLIANCE WITH REGULATORY
REQUIREMENTS AND VOLUNTARY
STANDARDS

Our Board noted the issue of Listing Rule
Section 9 on Corporate Governance by
the CSE in August 2023 and has prepared
an action plan to comply by due dates. As
at the date of this report, Haycarb PLC

is compliant with the provisions of Rule
Section 9 requirements except for those
provisions deferred beyond 1st April 2024
as set out in the Compliance Statement
on pages 214 to 219. Haycarb also
adopted the Hayleys Group's Bribery and
Anti-Corruption Policy. We maintain zero
tolerance for corruption and are committed
to integrity and transparency.

The Board also noted the changes to

the Code of Best Practice on Corporate
Governance revised in 2023 and
compliance with the revised Code is given
in the Corporate Governance Report on
pages 195 to 211.

We are also aligned with various voluntary
standards and initiatives that promote
sustainability and ethical business practices
presented in page 246 to 247. By adhering
to these frameworks, we demonstrate our



commitment to continuous improvement
and accountability in all aspects of our
operations.

SOCIAL RESPONSIBILITY

Our CSR initiatives are designed to create
lasting positive impacts. We prioritize
projects that address critical needs such
as healthcare, education, nutrition, and
environmental conservation. By engaging
with local communities and stakeholders,
we ensure that our CSR efforts are aligned
with their priorities and contribute to their
well-being and development.

STRONG PROSPECTS

Global economic growth is forecast to

hold at a steady 3.2% for 2023, 2024 and
2025. World trade is expected to increase
from 0.3% in 2023 to 3.0% in 2024. As

in previous year, much of the growth will
come from emerging markets with India
and China having the most significant
impacts. In Sri Lanka, interest rate and
foreign exchange volatility are expected to
stabilize, with economic recovery forecast at
3%. Downside risks remain to the local and
global forecasts where geopolitics remains
a critical factor. From a Sri Lanka context
the success of foreign debt restructuring,
political stability and gradual improvement
of the macro-economic indicators will be
crucial to sustaining export entities such as
Haycarb.

The activated carbon industry is poised for
growth, driven by environmental standards
and innovations in battery technology. The
establishment of our new manufacturing
capacity in the Philippines will enhance
capability to expand our market share

and supply flexibility. Haycarb will drive
efficiencies through lean platforms and
digitalization projects, improving our
operational performance and decision-
making.

We are optimistic about the future

and confident in our ability to achieve
sustainable growth. Our strategic initiatives,
strong financial position, and commitment
to innovation and sustainability position us
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well to capitalize on emerging opportunities
and navigate potential challenges. We will
continue to focus on delivering value to our
stakeholders, driving operational excellence,
and contributing to a cleaner, greener
world.

ACKNOWLEDGEMENTS

The recently published Section 9 of

the Listing Rules of the Colombo Stock
Exchange stipulates that a director ceases
to be considered independent upon
completion of 9 years from the date of first
appointment. Consequently, Mr. Sujeewa
Rajapakse and Dr. Sarath Abayawardana
resigned from the Board during the year
having served as Independent Non-
Executive directors since 2013 and 2011
respectively. Mr. Rajapakse also served

as the Chairman of the Audit Committee
bringing his experience and financial
acumen to bear on the deliberations
therein. We take this opportunity to
thank them for their contribution over the
years and wish them success in all future
endeavours.

We welcome Mrs. Anomi Wanigasekera, Mr.

Nanda Fernando, and Mr. Yohan Perera as
Independent Non-Executive directors.

We immensely appreciate and thank the
Haycarb team for their commitment to
sustainable growth, our loyal customers for
the continued patronage of our products
and services, and our other stakeholders for
their continued support. We also appreciate
the Board'’s diligence as we transform to
compete more effectively, consolidating our
position as a global leader in coconut shell
based activated carbon.

Together, we will continue our journey
towards realizing our corporate Purpose
of Driving Value and Changing Lives by
building a corporate culture that embraces

ndful Gove
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our core 3E principles: Envisioning,
Empowering, and Enriching. These
principles will guide us in creating a
sustainable and prosperous future for
Haycarb and its stakeholders. Thank you
for being part of our journey, celebrating
the proud legacy of 50 golden years, and its
continuation to the centennial and beyond.

Yours sincerely,

MOHAN PANDITHAGE
Chairman

I._-:'if-ﬁ.a}-‘_.-'?.-'.l.bﬁfﬁ-rn .
0

RAJITHA KARIYAWASAN
Managing Director

16th May 2024
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MILESTONES

Our journey over five decades E

Our Journey to become a global leader in coconut
shell based activated carbon: future ready with a
portfolio of value added carbons within a robust
framework of environmental stewardship, social
responsibility and good governance

1984
1973

Incorporation

of Haycarb and
opening Madampe
Factory with 700 MT
capacity per annum

1975
Listed in the
Colombo Stock
Exchange

partly owned marketing company
in USA. This is the first overseas
investment of the group as

one of the first Sri Lankan
companies to venture overseas.
Subsequently converted to a fully

1977
First
export to
Nevada
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o
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Origination of Haycarb USA, with
the incorporation of Sorbtech, a ’

owned entity and re-branded as
Haycarb USA Inc in 2014.

1986

Incorporation of Haycarb Holdings
Australia and Eurocarb Products
establishing Haycarb's marketing
presence in Australasia, UK and
Europe.

1993

Invested in Carbokarn
Co. Ltd., Thailand, the
first manufacturing
plant outside Sri
Lanka.

1990

Haycarb marks a milestone in

journey to become a leading high-

quality value-added activated

1995
Formation of
Puritas Pvt. Ltd..
and venturing
into water and
waste water
treatment
solutions

1996

its Badalgama
factory,
Sri Lanka.

carbon manufacturer through the
introduction of new value-added

products such as pelletized

carbons, impregnated carbons,
washed carbons and ultra-fine

powdered carbons.

Purchase of

2002

Forward integration

to spent carbon
Regeneration business
in Thailand - CK Regen
Systems Thailand

2005

2003

2010

e  Entryinto energy storage

carbon manufacture,

a high value-added

market segment

through innovation and
commercialization of EDLC
Carbon through Ultracarb
(Pvt.) Ltd.

e Launch of Haycarb’s new
logo

2012

first-ever BOT project
in wastewater sector

o Commissioned Sri Lanka’s

together with Veolia India
for treatment of waste
water at the Pasikuddah
Holiday Resort

e Expansion in Thailand -
invested in Shizuka

e First manufacturing facility in Indonesia
- PT Mapalus Makawanua Charcoal
Industry

e Launch of activated carbon products -
Introduced Oxypura face marks in Sri
Lanka

Technology to manufacture green charcoal was
developed through Recogen (Pvt) Ltd., which was
patented and successfully accredited for carbon
credits under the UN Kyoto protocol in 2008 and
2011 respectively.
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2014

e Consolidate regional presence

2017 2022

as a provider of water and waste
water treatment solutions with
Puritas securing its first Island
Infrastructure project in L.
Maamendhoo, Maldives.

Entered a joint venture and
established PT Haycarb Palu

Mitra, Indonesia - the second
manufacturing location in Indonesia

Launched Puritas Sath Diyawara,
the flagship CSR project of Hayleys
Group to provide purified drinking
water to communities affected by
chronic kidney disease in the North

e Puritas collaborates with Veolia France
for the Greater Matale Water Supply
Scheme Project.

e “Haritha Angara” was recognized as
Asia’s leading Green Leadership Project
at Asia Responsible Entrepreneurship
Awards

2018

e Puritas Sath Diyawara was
recognized as World's Best
CSR Project in “Water”
category at Energy Globe
Awards 2017/18

The strategic focus on new product development

to be one of the foremost manufacturers of

value added technically superior activated carbon
grades is consolidated with development of Hard
Carbon manufacturing process development,

and commercialization of Wood Super Premium
Catalytic carbon, hydrophobic 3S Pellet Carbon
manufacturing process and product development for
Perfluorooctanoic acid removal applications

2023

Central and Uva provinces of Sri
Lanka

s Haycarb celebrates its 50th
anniversary with a series of
CSR, cultural and religious

. events across all its locations.

s Formalization of ESG Roadmap
2030 with the adoption of
“ACTIVATE", Haycarb's ESG
Framework

Gold Award winner at the Asia
Integrated Reporting Awards for
the value creation category

2021 °
e  Gold award winner in the
Engineering and Pollution
Control category at The
Green World Awards
2020 (UK)

5

won @i

« Member of the UN Global
Compact and Biodiversity Sri
Lanka

2016

e “Going Beyond” initiative
that uplifted communities in
Sath Diyawara villages was
recognized as Asia’s leading
Social Empowerment
Project at Asia Responsible

o Incorporates Haycarb
Philippines Corporation and

2013 Haycarb Singapore Pte. Ltd

Innovation of oil free

2015
Puritas Sath
Diyawara was
recognized as

activation technology o Puritas implements SAP

S4/ HANA ERP system.

in Sri Lanka, providing
technical know-how and
financing to its charcoal
suppliers to transition to
an environmentally friendly
charcoaling methodology.

Asia’s leading Entrepreneurship Awards

SME CSR

Project at Asia e Haycarb launched the 2020

Responsible “Haritha Angara” Eco e Haycarb further expands
Entrepreneurship Friendly Charcoaling Pit its product portfolio as
Awards construction scheme it successfully sets up

chemical activation
processes and
manufacture wood carbon
products for specialized
applications

e Virtual Tour set up

enabling virtual customer
audits
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) For more details about Haycarb
O U R P RO D U CTS ‘\GR' 2'6/‘ Activated carbon products and E E

services

EI d

Our main value proposition is a
versatile core product that can be
engineered to provide a myriad of
solutions for improving air quality,
water quality, health and safety,
gold mining productivity, chemical
synthesis and energy storage,
using renewable raw material
sources.

16%

Global Market

UDUD Share
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OUR CONTRIBUTION TO THE SDGS

Haycarb recognises its responsibility to integrate sustainability into its value creation processes in a manner that addresses important global
sustainability challenges and promotes a more equitable future. We actively aligned our efforts with the United Nation’s Sustainable Development
Gaols and contributed to various aspects of sustainable development. The contribution we made during 2023/24 is summarised below.

SDGs Relevant | Haycarb’s contribution
Targets

1% 1.1 *  We supported over 200 micro-entrepreneurs through the Haritha Angara programme in Sri Lanka.

Gk *  >4500 students were empowered through the Puritas Sath Diyawara-Going Beyond and other school
donations programmes

2.2 *  We supported the provision of over 150,000 nutritious mid-day meals to over 800 students across 13 schools
through our mid-day school meal programme.

* Donation of dry ration packs to the communities in need

oA 3.8 *  Our employee value proposition encompasses a strong emphasis on health and well-being.

3.9
—4’\/' *  QOur product range is used in numerous applications that remove pollutants from water and air.

* Donation of medical supplies and medicines.

iy 4.3 * We offer equal opportunities to employees for skill and career development and support employees’ life-long

EDUCATION

M| 45 learning aspirations.

* Average training hours per employee - 12.1 hours

*  We donated school supplies to >4,500 school children through the Puritas Sath Diyawara Going Beyond
initiative and other donation programs

¢ Donated 90 laptops to state university students facing economic challenges

ey 51 ° We are an equal opportunity provider with policies for anti-sexual harassment, non-discrimination, and
gl 5.2 grievance handling.
55
*  14% female representation in the workforce.
*  27% female representation at board level
s 6.1 ¢ Through the Puritas Sath Diyawara programme, we provided >190,000 litres of purified drinking water per day
E 6.3 through 19 projects to communities living in areas affected by chronic kidney disease.
6.4
6.6 * We implemented lean initiatives to improve water intensity of our operations.
*  The Environmental Engineering Solutions segment treated 1,970 m?® of industrial and domestic wastewater per
day through effluent treatment plants.
7.2 * We installed solar panels with a capacity to generate electricity over 9,900 GJ per year. This is expected to
7.3 increase our renewable energy generation (electricity) capacity by 14%.

*  78% of the Group'’s total energy requirement is fulfilled through self-generated energy.

*  QOver 800,000 KWh of renewable electricity was supplied to the national grid by Recogen, utilising waste heat
from coconut charcoaling.
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SDGs Relevant | Haycarb’s contribution
Targets

TR 8.2 *  Ongoing emphasis on innovation and expanding our value added product range. 14 new products were
/\/" 8.5 launched during the year under review while we invested Rs. 231.4 million in research and development.
1] 8.7

8.8 * Aremuneration policy that offers equal pay to men and women for work of equal value.
*  We adhere to a strict no child labour policy across the value chain through a minimum age policy.

*  We recognize employees’ right to freedom of association and collective bargaining. 45% of our employees are
members of trade unions.

*  We comply with all labour laws and offer a safe and secure working environment for all our employees.
* > Rs.100 million spend on occupational health and safety

* No fatalities in 2023/24.

9.2 * We operate 7 manufacturing facilities in Sri Lanka, Thailand and Indonesia and 4 marketing offices and provide
9.4 1,933 employment opportunities in 7 countries.

*  We promote sustainable coconut shell charcoaling along the supply chain through proprietary environmentally
friendly charcoaling practices.

*  The emphasis on reducing our carbon footprint led to a reduction in total emissions by 6% (scope 1 and 2)
during the year under review.

10 e 10.1 ¢ We have created employment opportunities for 1,933 in 7 countries through emphasis on recruiting locally.

10.2
(/ 103 ° We have also supported livelihoods in communities in three countries through our focus on local procurement.

* Supported the livelihoods of over 200 micro-entrepreneurs including the provision of technical and financial
assistance through the Haritha Angara programme, Sri Lanka.

*  We are an equal opportunity employer with a no discrimination policy.

12.2 *  We champion a circular economy by transforming by products in the form of coconut shells to products that

12.4 are incorporated into many applications that support sustainable consumption and the shift towards renewable
12.5 energy.
12.6

12.8 * Internal emphasis on enhancing the sustainability of our operations through “Activate”, our action plan towards
sustainable consumption and production by 2030 and voluntary reporting on a range of sustainability standards

* Adoption of lean initiatives to reduce waste and enhance yields from our inputs (Rs.148.6Mn savings during

the year)
13 cue 13.2 * Through Activate, we have established goals to reduce Scope 1 and Scope 2 emissions generated from our
@ emission. We regularly monitor our performance against these goals and actively strive to achieve these goals.
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OUR CONTRIBUTION TO THE SDGS

SDGs Relevant | Haycarb’s contribution
Targets

15 o 155 ¢ We contribute towards the conservation of endangered sea turtles in Sri Lanka through a sea turtle
&= conservation project at the Kumana National Park, in collaboration with the Department of Wild Life Sri Lanka
* We established a butterfly and medicinal plant garden at the Badalgama factory in Sri Lanka.
16 s, 16.5 ¢ The Hayleys Group including Haycarb’s commitment to ethical behaviour is guided by the Hayley’s Way, the
z 16.6 Group'’s code of conduct.
== | 16.7

16B * The Group’s bribery and anti-corruption policy emphasises zero tolerance for bribery and corruption.
*  We are transparent and honest in our engagement with stakeholders including external corporate reporting.

* Strategy formulation takes into consideration views and concerns of key stakeholder groups.

17 Denarses 17.7 * We promote sustainable charcoaling practices in Thailand and Indonesia through the vertical kiln programme
@ 17.11 and the extension of the Haritha Angara programme (green charcoaling programme currently practiced in Sri
17.17 Lanka) respectively.

*  We export activated carbon products from Sri Lanka, Indonesia, and Thailand.

* QOur sea turtle conservation and tree planting initiatives are carried out in partnership with the Department of
Wildlife Conservation and the Central Environment Authority of Sri Lanka

*  We collaborated with the Coconut Development Authority and Coconut Cultivation Board in the planting of
67,500 coconut seedlings, supporting the broader national goal of establishing a second coconut triangle in Sri
Lanka.

*  We work closely with government institutions such as the Coconut Research Institute of Sri Lanka, Coconut
Development Authority, Central Environmental authority, customs, and tax authorities of all jurisdictions of
Haycarb’s operations.
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AWARDS AND RECOGNITIONS

Award name

Presidential Export Award for Best Exporter Awards- Coconut
Shell Products Sector 2021/22 & 2022/23

Awarded by

Export Development Board, Sri Lanka

Gold Award in the National Level Manufacturing Sector - Extra
Large Category & Top Ten Companies award, 2023

Ceylon National Chamber of Industries, Sri Lanka

Gold award in the manufacturing sector, above the Rs. 10 billion
category, at the CA Sri Lanka TAGS Awards, 2023

The Institute of Chartered Accountants of Sri Lanka

Best Integrated Report for the Manufacturing Sector, 2023

The Institute of Certified Management Accountants of Sri Lanka

Gold award in the value creation category-9th Asia Integrated
Reporting Awards (AIRA)

Asia Sustainability Reporting Awards

Best Disclosure on Value Creation, 2023

The Institute of Certified Management Accountants of Sri Lanka

10 Best Integrated Reports, 2023

The Institute of Certified Management Accountants of Sri Lanka

Best Project Sustainability Awards 2023 - "Haritha Angara"

Ceylon Chamber of Commerce, Sri Lanka

Bronze Award in the ‘Coconut and Coconut Products Sector -
Extra Large Category’, 2023

National Chamber of Exporters of Sri Lanka

Best CSR Project for OSH During Pandemic, 2022

The National Institution of Occupational Safety and Health, Sri
Lanka

Top Ten Winner in Best Management Practices 2024

The Institute of Chartered Professional Managers of Sri Lanka

Certificate of Merit in Manufacturing Category, 2023

South Asian Federation of Accountants

Merit award in Manufacturing (Large scale), 2022

Sri Lanka Standards Institution
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1. MOHAN PANDITHAGE 4. ARJUN SENARATNA 7. M.S.P. UDAYA KUMARA
Chairman Non-Executive Director Director - Research & Development
2. RAJITHA KARIYAWASAN and Technical

5. SARATH GANEGODA
Non-Executive Director

Managing Director

3. BRAHMAN BALARATNARAJAH

Deputy Managing Director 6. MS. JEEVANI ABEYRATNE

Director - Finance & IT
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8. ALIASGAR MUNAVER 11. MS. SHAMALIE GUNAWARDANA 14. MS. ANOMI WANIGASEKERA
CADERBHOY Independent Non-Executive Independent Non-Executive
Director - Business Development Director Director

9. JAMES NAYLOR 12. MS. BRINDHIINI PERERA 15. YOHAN PERERA
Director - Head of Eurocarb Non-Executive Director Independent Non-Executive
Products Ltd. - UK Director

13. NANDA FERNANDO

Independent Non-Executive
Director

10. MOHAMED HISHAM
JAMALDEEN

Senior Independent Director
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BOARD OF DIRECTORS

1. MOHAN PANDITHAGE

Chairman
Appointed to the Board of Haycarb PLC
in November 2007. Mohan Pandithage
currently serves as the Chairman and Chief
Executive of Hayleys PLC, a position he has
held since his appointment in July 2009.

As an accomplished industry veteran and
respected leader in the field of transportation
and logistics, he was honoured with the
prestigious ‘Best Shipping Personality’ Award
by the Institute of Chartered Shipbrokers, in
recognition of his outstanding contributions
to the industry. Additionally, he was
presented with a Lifetime Achievement
Award by the Seatrade-Sri Lanka Ports, Trade
and Logistics (SLPTL). He was the first Sri
Lankan to be awarded the Pinnacle Lifetime
Award by the Chartered Institute of Logistics
and Transport (CILT). He was also inducted
as a ‘Legend of Logistics’ by the Sri Lanka
Logistics and Freight Forwarding Association,
in acknowledgement of his invaluable
services to Sri Lanka’s logistics industry.

Mr. Pandithage serves as Honorary Consul
of the United Mexican States (Mexico) to

Sri Lanka. He is a Fellow of the Chartered
Institute of Logistics and Transport (UK)

and a Member of the Advisory Council of
the Ceylon Association of Shipping Agents
(CASA). He also serves as a Council Member
of the Employers’ Federation of Ceylon.

As an Executive Chairman of multiple
companies within the Hayleys Group, Mr.
Pandithage possesses extensive leadership
experience across a broad spectrum of
industries. Presently, he holds the position of
Executive Chairman at Dipped Products PLC,
Hayleys Fibre PLC, Talawakelle Tea Estates
PLC, Kelani Valley Plantations PLC, Horana
Plantations PLC, Alumex PLC. Hayleys Fabric
PLC, Singer (Sri Lanka) PLC, The Kingsbury
PLC and Hayleys Leisure PLC.
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2. RAJITHA KARIYAWASAN

Managing Director
Joined Haycarb as Managing Director and
was appointed to the Board of Haycarb
PLC in 2010. He is also a member of the
Board of Directors of Hayleys PLC and is
the Deputy Chairman of the Eco Solutions
sector and Dipped Products PLC. He
was appointed to the Board of Sri Lanka
Institute of Nanotechnology (Private)
Ltd., (SLINTEC) as a Nominee Director
of Hayleys PLC in March 2019 and as a
lead member of the Hayleys ESG Steering
Committee in 2022.

Holds a BSC Engineering (Electronics and
Telecommunications) from the University
of Moratuwa, Sri Lanka. Fellow Member
of the Chartered Institute of Management
Accountants, UK. Also, a Six Sigma
(Continuous Improvement Methodology)
Black Belt, certified by the Motorola
University, Malaysia.

Before joining Hayleys, held the position
of Director/General Manager of Ansell
Lanka (Pvt) Ltd. Served as the Chairman of
the Manufacturing Association of Export
Processing Zone, Biyagama.

3. BRAHMAN BALARATNARAJAH

Deputy Managing Director
Appointed to the Board in April 2015.
Holds a Mechanical Engineering Degree
(First Class) from the National Institute
of Technology in India and is an Alumnus
of the Indian Institute of Management,
Ahmadabad. He is also a member of the
American Society of Mechanical Engineers.
Chairman of Industrial Association of Sri
Lanka, Ceylon Chamber of Commerce for
the year 2023/24.

Joined Haycarb in 1996 as a Maintenance
Engineer, the Haycarb Engineering Project
Team in 1998 and appointed as the General
Manager in 2010. He has headed the
Recogen Operation from 2004 to 2010 and

currently responsible for all manufacturing
operations, engineering projects,
sustainability, HR and the Environmental
Engineering Segment of Haycarb Group.

4. ARJUN SENARATNA

Non-Executive Director
Appointed to the Haycarb PLC Board
in November 2005. Served as a Non-
Executive Board Director of Hayleys
PLC from 2005 to 2011. He has broad
based international senior management
experience. Holds a Bachelor of Science
from the University of Ceylon and is a
Certified Public Accountant (CPA, CMA
Canada). Serves as a Non-Executive Board
Director of Hayleys Advantis Ltd. and
Haycarb USA Inc.

5. SARATH GANEGODA

Non-Executive Director
Appointed to the Board of Haycarb PLC
in November 2009. Rejoined Hayleys in
March 2007. Appointed to the Hayleys
Group Management Committee in July
2007. Appointed to the Hayleys Board
in September 2009. Fellow Member of
Institute of Chartered Accountants of Sri
Lanka and Member of Institute of Certified
Management Accountants of Australia.
Holds an MBA from the Postgraduate
Institute of Management, University of
Sri Jayewardenepura. Worked for Hayleys
Group between 1987 and 2002, ultimately
as an Executive Director. Subsequently,
held several senior management positions
in large private sector entities in Sri Lanka
and overseas. Has responsibility for the
Strategic Business Development Unit,
Group Information Technology of Hayleys
PLC and appointed as the Deputy Chairman
of Alumex PLC in October 2020. He serves
on the Boards of Dipped Products PLC,
Hayleys Fabric PLC, Hayleys Fibre PLC,
Kelani Valley Plantations PLC, Singer (Sri
Lanka) PLC, The Kingsbury PLC and Horana
Plantations PLC.



6. MS.JEEVANI ABEYRATNE

Director - Finance & IT
Serves as the Chief Financial Officer
of Haycarb Group from 2007 and was
appointed to the Board in November
2009. Member of the Chartered Institute
of Management Accountants (CIMA) - UK
and holds a Master’s in Law (LLM) from
University of West London. Prior to joining
Haycarb, served as the Technical Manager
of CIMA (Sri Lanka Division) and as Group
Finance Manager of Dipped Products PLC.

7. M.S.P. UDAYA KUMARA

Director - Research & Development
and Technical
Appointed to the Board in February 2015.
Holds a BSc (Hons.) First Class Degree
from the University of Sri Jayewardenepura,
Sri Lanka and is a Fellow Member of the
Institute of Chemistry, Ceylon.

He joined Haycarb in 1988 and has

served in Quality Control, Special

Product Development and Research and
Development Divisions. He was appointed
as a General Manager in 2010 and currently
heads the Research and Development and
Technical, Quality Assurance and Quality
Control functions of Haycarb Group.

8. ALIASGAR MUNAVER
CADERBHOY

Director - Business Development
Appointed to the Board in April 2016.
Holds a Master of Arts (Hons.) in Economics
and Management from the University of
Aberdeen (UK).

Joined Haycarb PLC in 1997 as a
Management Trainee and was appointed
as the General Manager Business
Development for the Haycarb Group in
2010. He has led the establishment of a
number of key manufacturing projects in
Sri Lanka and Indonesia and successfully
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expanded distribution networks into new
market segments for the Company. Mr.
Caderbhoy currently heads the Business
Development Division of Haycarb Group
focusing on developing new market
segments, sales and distribution channels,
and expanding our global manufacturing
footprint.

9. JAMES NAYLOR

Director - Head of Eurocarb
Products Ltd. - UK
Appointed to the Board in April 2016.
Holds a BSc in Physics and Astrophysics
from the University of Birmingham and
holds a Certificate in Company Direction
from the Institute of Directors (UK).

Joined Eurocarb Products Ltd., (UK) as

the Commercial Director/Chief Operating
Officer in 2008. Prior to his appointment he
has held senior marketing positions in Avon
Rubber PLC and Scott Safety. Mr. Naylor is
a former Board Director of the International
Society for Respiratory Protection and also
a former Board Member of the Industry
Group NBC UK. He was appointed as the
Managing Director of Eurocarb Products
Ltd. in 2010.

10. MOHAMED HISHAM JAMALDEEN

Senior Independent Director
Appointed to the Board in March 2017.
Mr. Jamaldeen is a finance professional
with multi-industry experience in
accounting, corporate finance, acquisitions
and disposals, business planning and
restructuring and strategic business
development among others. His expertise
has been enriched by both local and global
exposure, which includes stints as Finance
Director of Newbridge Capital Investments
Limited in London, Freeman & Partners
Accountancy Practice (UK) and Barclays
Capital, a British multinational investment
bank.

Mr. Jamaldeen is the Founding Managing
Director of Steradian Capital Investments,
a boutique real estate advisory and
consultancy firm. Serving both local and
foreign clientele, his responsibilities include
acquisitions, structuring debt financing

and corporate structures. In 2020, Mr.
Jamaldeen was recognized as a trailblazer
and disruptor in the investments sector by
Echelon for his contribution to the sector.
He also formerly served as a Director of
People’s Bank, Atomic Energy Board and as
a member of the Interim Committee for Sri
Lanka Cricket.

He holds a Degree in Engineering and
Business from the University of Warwick
and is a Fellow of the Association of
Certified Chartered Accountants, UK.

Mr. Jamaldeen is an Executive Director of
Lanka Realty Investments PLC, Managing
Director of On’ally Holdings PLC,
Independent Non-Executive Director of
Hayleys PLC and Singer (Sri Lanka) PLC and
Non-Exective Director of Talawakelle Tea
Estates PLC.

11. MS. SHAMALIE GUNAWARDANA

Independent Non-Executive
Director
Appointed to the Board in March 2021,
Ms. Gunawardana is an Attorney-at-Law of
the Supreme Court of Sri Lanka and holds
a Master’s Degree in Commercial Law from
the United Kingdom. She is an In-house
Senior Legal Counsel of Capital City Law,
Colombo. She is the Group Legal Consultant
- International Distillers Limited, Honorary
member of the Executive Committee of Sri
Sathya Sai Karuna Nilayam Foundation and
an Independent Non-Executive Director of
DFCC Bank PLC. She is also a member of
the Company Law Advisory Commission
of Sri Lanka. A salient contribution made
by her in the recent past include serving
as a Member of the Core Group that
finalised the legal framework for the Special
Economic Zone - Colombo Port City.
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Ms. Gunawardana was called to the

Barin 1985. She started her career at
Messers Julius & Creasy and moved to

the Legal Division of the Central Bank of
Sri Lanka. She served as the Secretary to
the Commission and Director Legal of the
Public Enterprises Reform Commission.
Ms. Gunawardana has held several senior
public service positions including that of the
Director General, Legal Affairs Department
of the General Treasury. As the Project
Director, she has led the Fiscal Reforms
Project and the Fiscal Management Reform
Programme of the ADB/Ministry of Finance,
and the Legal and Judicial Reforms Project
of the World Bank/Ministry of Justice.

She has previously served as a Director

of Renuka City Hotels PLC, Capital City
Corporate Services (Pvt.) Ltd., Information
and Communication Technology Agency

of Sri Lanka (ICTA) and DFCC Bank (as
Government Nominee Director). She has
also served as a Consultant - CHEC Port
City (Colombo) (Pvt.) Ltd. and Senior Policy
Consultant - UNDP (Debt for Nature swap
/ Debt Conversion) and Senior Policy
Consultant, Sustainable Financing - UNDP.

She is an Attorney-at-Law of the Supreme
Court of Sri Lanka and holds a Master’s
Degree in Commercial Law from the United
Kingdom.

12. MS. BRINDHIINI PERERA

Non-Executive Director
Appointed to the Board in October 2022.
Ms. Brindhiini Perera has earned a Masters
in Mechanical Engineering from Imperial
College London. Her studies included
comprehensive coverage of subjects
such as Manufacturing Technology and
Management, Entrepreneurship, Corporate
Finance, Statistics, and Mathematics.

She serves as a Non-Executive Director in
several companies listed on the Colombo
Stock Exchange including Hayleys Fabric
PLC, Dipped Products PLC, The Kingsbury
PLC, Hayleys Leisure PLC, Singer (Sri Lanka)
PLC, Vallibel One PLC, Royal Ceramics
Lanka PLC, Lanka Tiles PLC, Lanka Walltiles
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PLC, and The Fortress Resorts PLC. She
also serves on the Board of Eurocarb
Products Ltd (UK), Delmege Limited, Otwo
Biscuit (Private) Limited, The Canbury
Biscuit Company Limited, Manatee Clothing
Company (Pvt) Ltd and Dhammika &
Priscilla Perera Foundation.

13. NANDA FERNANDO

Independent Non-Executive
Director
Appointed to the Board in January 2024.
Mr. Nanda Fernando is a Banker with over
four decades of experience in banking.
He is a Senior Fellow of the Institute of
Bankers Sri Lanka and possesses a Master
of Business Administration from Sikkim
Manipal University, India.

He is currently the Managing Director

of Professional Business Consultants, a
company engaged in providing financial
planning and advisory services. He also
serves on the Boards of Dipped Products
PLC, Hayleys Fabric PLC, Hatton National
Bank PLC and Assetline Finance Ltd.

Prior to his current role, Mr. Nanda
Fernando was attached to Sampath Bank

as its Managing Director where he provided
effective leadership, utilizing his expertise
to drive organizational success and deliver
exceptional value to stakeholders. He
served Sampath Bank for 36 years from the
year of its inception. Earlier in his career, he
served Hatton National Bank PLC for almost
6 years.

14. MS. ANOMI WANIGASEKERA

Independent Non-Executive

Director
Ms. Wanigasekera is a partner at Julius
& Creasy, a prominent law firm, in Sri
Lanka. With a wealth of experience of
over 40 years as a commercial lawyer,
who specializes in the field of intellectual
property. She heads the Intellectual
Property Division of the firm. She also
overlooks the drafting and reviewing of
contracts and advise on regulatory and
compliance matters.

She holds an LLM degree from the
University of Wales and has obtained post
graduate diplomas in Intellectual Property
Law, International Trade Law, Banking

and Insurance Law from the Institute of
Advanced Legal Studies of the Incorporated
Council of Legal Education.

Ms. Wanigasekera is a life member of the
Bar Association of Sri Lanka as well as the
Colombo Law Society. Additionally, she
serves as a Council member of the Asian
Patent Attorneys Association (APAA) and
holds the position of Vice President of

the APAA Sri Lanka Group. She is also a
member of the International Trademark
Association (INTA) and currently chairs

the INTA South Asia Anti-Counterfeiting
subcommittee for the term 2024/2025 and
serves as a Council member of INTA India &
South Asia Global Advisory Council.

Throughout her career, Ms. Wanigasekera
has contributed significantly to the field

of intellectual property and commercial
law through her publications. Some of her
notable works deal with the Comparison
of Hague-Visby Rules and Hamburg

Rules; Patent Protection in Sri Lanka; The
Fair Use and Protection of Copyright;
Protection of Geographic Indications in

Sri Lanka; Protection of IPR at the Borders
- Customs Enforcement Procedure in Sri
Lanka; Enforcement and Protection against
Unauthorized Disclosure of Undisclosed
Information; Protection of Well-known
Marks in Sri Lanka; and on Parallel Imports.

15. YOHAN PERERA

Independent Non-Executive

Director
Appointed to the board in April 2024.
Mr. Yohan Perera is a Fellow Member of
the Institute of Chartered Accountants of
Sri Lanka (FCA) and a Fellow Member of
the Chartered Institute of Management
Accountants (FCMA)- UK. He counts
over 40 years of experience in audits of
conglomerates and listed companies with
diversified business interests.
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He served as a Partner at KPMG Sri Lanka
and Maldives for 33 years. During this
period, he also served the Firm as the Head
of HR, Risk Management Partner and Chief
Operating Officer before he was appointed
as the Managing Partner of the Firm. He
served on the KPMG Middle East & South
Asia Board during his tenure as Managing
Partner of the Firm.

He served as the President of the
Institute of Chartered Accountants of Sri
Lanka during the years 2006 and 2007.
He also served as a Board Member of
the Confederation of Asian and Pacific
Accountants (CAPA), one of four regional
organisations (ROs) recognised by the
International Federation of Accountants
(IFAC).

Mr. Perera has also served as a Member of
the Securities & Exchange Commission of
Sri Lanka, the Monetary Policy Consultative
Committee of the Central Bank of Sri Lanka,
the Governing Council of the Post Graduate
Institute of Management of the University
of Sri Jayewardenepura and as a Consultant
to Audit Committees of Listed Companies.

Mr. Perera also serves on the Boards of
Hayleys PLC and Dipped Products PLC.
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MOHAN RAJITHA BRAHMAN MS. JEEVANI M S P UDAYA KUMARA

PANDITHAGE KARIYAWASAN BALARATNARAJAH ABEYRATNE Director (Research

Chairman Managing Director Deputy Managing Director (Finance and IT) & Development and
Director Technical)

ALI ASGAR MUNAVER  JAMES NAYLOR PRASARSK MANUEL MARQUES CHRIS ROSAUER
CADERBHOY Director (Head of KANCHANABATR Director/Chief Operating  Senior Vice-President
Director (Business Eurocarb Products Ltd. Managing Director Officer (Haycarb Holdings  (Haycarb USA INC.)
Development) - UK) (Carbokarn Co. Ltd) Australia (PTY) Ltd.)

b
L

A.S. PATHIRATHNA BENJA ASITHA GOMINDA KRIT
Vice-President (Haycarb KARNCHANABATR KARUNARATNE GUNAWARDHANA KARNCHANABATR
USA Inc.) Deputy Managing General Manager - Sales General Manager - Director (Carbokarn Co.
Director (Carbokarn and Marketing Manufacturing and Raw Ltd)
Co. Ltd) Material Procurement
(Sri Lanka)
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HAYCARB (SRI LANKA)

EXECUTIVE DIRECTORS
MOHAN PANDITHAGE
Chairman

RAJITHA KARIYAWASAN
Managing Director

BRAHMAN BALARATNARAJAH
Deputy Managing Director

MS. JEEVANI ABEYRATNE
Director (Finance and IT)

M S P UDAYA KUMARA

Director (Research & Development and
Technical)

ALI ASGAR MUNAVER CADERBHOY

Director (Business Development)

JAMES NAYLOR

Director (Head of Eurocarb Products Ltd.
- UK)

GENERAL MANAGERS
ASITHA KARUNARATNE
Sales and Marketing

GOMINDA GUNAWARDHANA

Manufacturing and Raw Material
Procurement (Sri Lanka)

DEPUTY GENERAL

MANAGERS
MANURA WICKRAMASINGHE

Environmental Engineering [Puritas (Pvt.)
Ltd.]

CHAMINDA KORALE

Engineering Projects

SHISHIRA JAYAKODY
Research and Development

NALINDA SAMARANAYAKE
Research and Development
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MANJULA RANASINGHE
Quality Assurance

ANURADHA GAMAGE
Factory Manager (Madampe)

JAGATH WICKRAMASINGHE
Factory Manager (Badalgama)

P. D. D. M. KRISHANTHA
Human Resource Management

PRASAD WEERAKOON

Finance

DIVISIONAL MANAGERS
SAMANTHA ATHUKORALA

R&D/Process Improvement [Puritas (Pvt)
Ltd.]

ASITHA KULARATNE
Engineering Procurement

PRABHATH LIYANAARACHCHI
Sales and Marketing

CHRISHAN KOBBEKADUWE
Sales and Marketing

SUNIMAL MORAES

Production Planning

LASANTHA WICKRAMASEKARA
Charcoal and Shell Procurement

P.T. R. DARSHANA
Production (Madampe)

CHETHIYA DHARMADASA

Raw Material Procurement (Indonesia, Sri
Lanka)

SUNIL UDUGAMPALA
Quality Assurance (Madampe)

H. SUMITH KUMARA
Production (Badalgama)

K. U.S. WARNAJITH
Sales and Marketing

D. M. SENARATHNE
Engineering Projects

AJITH PATHIRAJA

Finance

NUWAN RUPASINGHE

Business Development

LAYAN KOKILA GAMAGE

Project Engineering, Civil & Structural
[Puritas (Pvt) Ltd.]

MS. RASIKA JAYAWARDENA

Information Technology

MS. PIYUMALI PREMARATNE

Finance

ARUNA SAMPATH
Sustainability and ESG

MS. KALPANA DE SILVA
Business Development

NIMAL KUMARA

Production (Badalgama)

SALIYA SAMARAJEEVA

Engineering Maintenance (Badalgama)

DEPARTMENTAL

MANAGERS
SHANTHA SENEVIRATNE
Engineering Projects

HASANGA SENANAYAKE
Business Development [Puritas (Pvt) Ltd.]

SUJEEWA GURUSINGHE

Procurement R&D

LALITH HAPUARACHCHI
Quality Management Systems

NADUN HETTIARACHCHI
Production (Madampe)

SANJAYA KUMARA

Finance
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GRATIAN FERNANDO
Production (Madampe)

SURESH JAYANATH

Business Development

JAGATH RATNAYAKE

Production Planning

DHAMMIKA ALWIS
Engineering Projects

CHARITH PREMATHILAKA
Production (Madampe)

SUJITH RODRIGO

Engineering Projects

HARSHANA KAMALAPRIYA

Research and Development

PRASAD GNANARATHNE
Engineering Projects

MAJ. RANGANA BODARAGAMA
(RETD.)

Project Management (Puritas)

KALANA PIYASIRI
Engineering Maintenance (Madampe)

KEERTHI BANDARA

Finance

KAPRANJITH

Research & Development

MS. NILUSHA EKANAYAKE
Finance (Puritas (Pvt) Ltd.)

MS. DULANI SENARATH YAPA
Sales & Marketing

HARSHA LIYANAARACHCHI

Human Resources Management

MS. CHATHURI YATAWARA
Sales & Marketing

DR. LAHIRU SANDARUWAN
Research and Development
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MS. AMADARA WICKRAMANAYAKE

Finance

BHAGYA RANASINGHE

Charcoal and Shell Procurement

ASANKA RASNAYAKE

Production (Badalgama)

KAVINDA FERNANDO
Information Technology

OVERSEAS SUBSIDIARIES

MARKETING

EUROCARB
PRODUCTS LTD.

JAMES NAYLOR

Managing Director

RICHARD BITTEL

Director Sales

HAYCARB HOLDINGS
AUSTRALIA (PTY) LTD.

MANUEL MARQUES
Director/Chief Operating Officer

ROHANA BANDARA

Operations Manager

HAYCARB USA INC.
CHRIS ROSAUER
Senior Vice-President

A.S. PATHIRATHNA
Vice-President

CURT LARSON

Director Sales

MANUFACTURING
CARBOKARN CO. LTD.
PRASARSK KANCHANABATR
Managing Director

BENJA KARNCHANABATR
Deputy Managing Director

KRIT KARNCHANABATR

Director

THANANCHAI KARNCHANABATR
Director (Local Sales and Marketing)

CHAMINDA ABEYRATHNE

General Manager (Manufacturing -
Carbokarn and CK Regen Systems)

MS. CHATTIP TECHATIPMANEE

Finance Manager

MS. YAOWARECH SINGHAPOOM

Accounting Manager

DINESH SAMARASENA
Manager - Engineering Maintenance

ANANDA MUNASINGHE
Manager-Quality Control

SHIZUKA CO. LTD.
UPENDRA JAYASINGHE
Plant Manager

PT MAPALUS MAKAWANUA
CHARCOAL INDUSTRY

INDIKA WIJERATNE
General Manager

MS. TETTY ENTE

Administration Manager

PT HAYCARB PALU MITRA
ASANKA SIRIMANNE
Factory Manager
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PROGRESS TOWARDS ADOPTING SLFRS
SUSTAINABILITY REPORTING STANDARDS

In June 2023, the International Sustainability Chartered Accountants of Sri Lanka has impact companies’ future growth potential.
Standards Board (ISSB) launched its inaugural issued localized versions of these standards, We carefully studied these standards and
standards IFRS S1 General Requirements for designated as SLFRS S1 and SLFRS S2, revised our sustainability processes over
Sustainability related Financial Information in January 1, 2024. These standards aim the year to align with the new reporting
and S2 Climate related Disclosures. In to ensure consistent reporting of how requirements. A summary of our journey is
collaboration with ISSB, The Institute of sustainability related risks and opportunities given below.
Gap analysis Capacity building Aligning our processes

To assess our current position Of management at all levels to Aligning our processes with the

against the requirements of the understand the requirements SLFRS standards.

standards to identify gaps. and implementation of the new

standards.
M - Complied oo progress
Governance Established an ESG Steering Committee in line with the launch of our own M Page 186 to 187

ESG Roadmap 2030. The Committee is headed by the Managing Director and
comprises representatives from diverse functions.

Established an ESG Unit to overlook the ESG activities of the Group. The ESG
manager reports directly to the Deputy Managing Director.

The committee met 3 times during the year to review ESG performance against
targets.

Established a Terms of Reference for the ESG Steering Committee to provide M Page 186 to 187
guidance for the Committee’s objectives composition, meeting frequency,
authorities, and responsibilities.

The ESG and Risk Management Committee is mandated with ensuring ™ Page 186 to 187
appropriate skills and competencies are available or will be developed to oversee

strategies designed to respond to sustainability related and climate related risks

and opportunities.

Consideration of sustainability related risks and opportunities when overseeing ™ Page 66 to 83
the entities strategy and the trade-offs made

Amended remuneration policies of Haycarb to reflect the inclusion of ESG F,J
performance criteria in measuring / evaluating performance.

Established processes to reliably capture ESG data which is then recorded in the | Page 90 to 95
Hayleys Sustainability Portal, the “Hayleys CUBE” which produces reports and

analytics according to requirements. The data is audited on an annual basis by the

Hayleys Group ESG auditors.

Established an internal audit mechanism headed by the Haycarb Sustainability M
Manager.
All sustainability and climate related risks and opportunities are reviewed by the M

Audit Committee and the Board of Directors.
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PROGRESS TOWARDS ADOPTING SLFRS
SUSTAINABILITY REPORTING STANDARDS

Strategy Identified sustainability related risks and opportunities that could reasonably be M Page 66 to 83
Eﬁ_, expected to affect the entity’s prospects.
Identified the impacts of the sustainability related risks and opportunities on our M Page 66 to 83
business model and value chain including where they are concentrated in the
value chain.
Identified the impacts of these sustainability related risks and opportunities on 7 Page 66 to 83

the Group’s strategy and decision making.

Quantified the effects of the sustainability risks and opportunities and climate
related risks and opportunities identified on the Group’s financial position,
performance and cash flows for the reporting period.

Quantified the anticipated effects of the climate related risks and opportunities
and climate related risks and opportunities on the Group’s financial position,
performance and cash flows over the short, medium and long term.

Risk Prepared a sustainability risk management policy which included the processes ™ Page 186 to 187
Management and related policies used to identify, assess, prioritise and monitor sustainability
A related risks.
Formally carried out a materiality assessment during the year to identify, assess M Page 84 to 87
\\\ and prioritise sustainability related risks and opportunities.
This assessment formed the basis for the development of Activate, our ESG
Roadmap 2030 which formally outlines our sustainability priorities, metrics, and
targets.
Performance against targets is monitored on a quarterly basis.
A risk assessment is carried out on a quarterly basis and a materiality assessment
is carried out on an annual basis to review ESG related risks and opportunities.
Metric and Connected the metrics and targets set out in our ESG Roadmap 2030 to the ™ Page 93 to 95
targets sustainability and climate related risks and opportunities identified in the matrix
collated and scored by Haycarb.
. Connected the metrics and targets to the SASB standards, GRI material topics M Page 26 to 28,
and SDGs. 93 to 95,
237 to 247
Transitional Climate-Only Disclosures (First Year) Information related to both
Relief Entities may disclose only climate-related risks and opportunities in the first year  sustainability and climate related

and must disclose this choice.

risks and opportunities are disclosed
taking transitional reliefs into
consideration

®)

Comparative reporting
Entities are not required to provide disclosures or comparative information for
periods before the initial application date.

Transitional relief
considered

M

Timing of reporting
In the first year, entities can publish sustainability-related financial disclosures
after financial statements.

Information disclosures related to
SLFRS S1 and S2 (with transitional
reliefs), are published together with
the annual financial statements and
related information for 2023/24

Proportionality
Qualitative approach to determine anticipated financial effects of SRROs, CRROs
and climate-related scenario analysis

Transitional relief considered
(Quantification presented graphically on
financial effects of SRROs & CRROs.)

GHG Protocol and Scope 3 disclosures

Information is limited to what is reasonable, supportable, and available without
undue cost or effort in measurement of Scope 3 emissions and determination of
the scope of the value chain
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OPERATING ENVIRONMENT

Targeted implementation of a range of policy measures by
the Government of Sri Lanka (GoSL) and the Central Bank of
Sri Lanka, underpinned by the IMF’s Extended Fund Facility
(EFF) arrangement has stabilised the Sri Lankan economy and
positioned it on a path of recovery. The Sri Lankan economy
recorded an expansion in the second half of 2023, following
six consecutive quarters of contraction. Other key macro-
economic indicators also stabilsed and demonstrated signs

of improvement. While debt restructuring negotiations with
external debt holders remain ongoing, significant progress has
been made under the IMF-EFF as the country successfully
reached a staff level agreement following the second review in
March 2024.

Meanwhile, the global economy remained resilient with growth
expected to improve to 3.2% in 2023 (2022: 2.3%) despite tight
monetary policy across most regions aimed at restoring price
stability. However, the IMF projects a stable but lower than
pre-pandemic global growth trajectory for the coming years
given short term factors including high borrowing costs and the
gradual withdrawal of government support alongside longer
term challenges stemming from rising geopolitical tensions and
increasing geo-economic fragmentation.

The most significant external factors that impacted Haycarb’s
performance during the year under review are discussed
through a PESTEL analysis to provide context to performance.

Low » High

Political

Economic

Social

Technology

Environmental

Legal

POLITICAL

TRENDS AND DEVELOPMENTS

Geopolitical dynamics
Domestic political uncertainty
Domestic policy reforms

Bureaucracy and lack of transparency

Given our extensive global presence across markets and
manufacturing locations, geopolitical developments have a significant
impact on our risk landscape, growth potential and operations.

Furthermore, domestic developments as the GoSL continues
to implement policies to recover from the debt crisis also hold
implications for our business.

OUR RESPONSE

Geographic diversification of our manufacturing operations and
revenue streams.

Value creation for developing economies through foreign
exchange generation, providing employment, and supporting
livelihoods of micro-entrepreneurs

Ongoing focus on establishing a new manufacturing plant in the
Philippines for further geographic diversification of manufacturing
operations.

Strengthened local supply chains within each country of
operations.

Monitored and assessed the implications of new and proposed
regulations and proposed regulations on business activities and
adapted operations accordingly.

Timely payment of all taxes in the countries we operate in.

Link to material topics - M5, M20

Link to risks/opportunities - R2, R4, R9

Link to strategy @
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TRENDS AND DEVELOPMENTS

Global economic growth trends

The IMF estimated global economic growth
to have improved to 3.2% in 2023 (2022:
2.3%). Growth in the USA recovered to
2.5% in 2023 (2022: 1.9%) while the Euro
area experienced a slowdown to 1% in
2023 (2022: 2.5%). Economic expansion in
emerging market and developing economies
remained strong at 4.3% in 2023.

Introduction | Understanding Value Creation and Impacts | Our Value Proposition on ESG
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ECONOMIC

Sri Lankan economic growth trends

The Sri Lankan economy recorded positive
real GDP growth in 3Q and 4Q 2023.
Consequently, GDP contraction moderated
to 2.3% in 2023 (2022: 7.3%). The growth
momentum continued into 1Q 2024.

GDP and sector wise growth (constant prices)

R

Interest rate movement

The stabilisation of the exchange rate and
declining inflation enabled monetary policy
easing and the gradual decline in interest
rates, lowering borrowing costs in Sri Lanka.

The Federal funds effective rate increased
during the first half of the year but thereafter
remained stable.
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Inflation Freight rates Exchange rate movement

Sri Lanka inflation followed a disinflationary
path from peak levels in September 2022
and stabilised within CBSl's medium term
inflation expectations of 5%.

There were no significant trends identified in
other manufacturing locations; Thailand and
Indonesia.
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As supply-chain disruptions eased freight
rates gradually normalised facilitating lower
shipping costs.

However, the red sea shipping crisis has
resulted in freight cost increases to Europe
and Eastern Coast USA, albeit to a lower
point compared to pandemic era.

Intensifying competition

Easing supply chain disruptions, normalization
of freight rates, and gradual improvement in
business conditions, led to increased market
access for activated carbon manufacturers
from India and Philippines intensifying
competition.

The Sri Lankan Rupee appreciated 12%
against the US Dollar in 2023 while
appreciating a further 7.6% during 1Q 2024,
which impacted our topline.

(LKR) (EUR/USD)
500 1.110
448 1.094
396 1.078
344 1.062
292 1.046
240 1.030

>>>>>>>>>>>>

—e— USD/LKR =—e— GBP/LKR EUR/LKR =e= EUR/USD

Link to material topics - M5

Link to risks/opportunities - R2, R3, R4

Link to strategy @

OUR RESPONSE

* Strategic emphasis on expanding market share in growth regions while retaining market

position in existing markets.

* Strengthened customer relationships through deeper engagement and a strong customer

value proposition.

* |everaged digital platforms to engage closely with customers and enhance our reach.
* Continued focus on strengthening and diversifying Group’s supply chain networks
¢ Rigorous control and monitoring of macro-economic variables to manage operational

costs through lean initiatives.

*  Control of interest costs by effective management of the borrowing'’s portfolio.
* Managed exchange risk through selective forward bookings
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OPERATING ENVIRONMENT

SOCIAL

*

TRENDS AND DEVELOPMENTS

* Increased emphasis on environmentally and socially responsible
value chains.

* Talent migration

* Rising concerns on health and well-being.

* Increased prevalence of technology.

*  Growing female participation in the workforce.

* An aging population

* Rising income inequalities

TECHNOLOGY

TRENDS AND DEVELOPMENTS

¢ Technological advancements and emerging activated carbon
applications

* New technology to assess the properties of carbon.

* Developments in digital technology including Big Data and
predictive data analytics.

¢ Technological platforms that enable system integration.

* Increased propensity towards digital marketing.

*  Cyber security risks

Rising talent mobility and shifting workforce demographics has
compelled employers to refine their employee value proposition to
retain high performing talent. Growing emphasis on corporate social
responsibility further necessitates extending ethical and sustainable
practices across the value chain. Widening income disparities and
implications of the economic crisis in Sri Lanka has placed emphasis

on organizations’ ethical obligations to respond to critical community

Developments in the areas of energy storage and water & air
purification applications have propelled new opportunities and
markets for activated carbon products while a deeper understanding
of the properties of activated carbon enables the development of
specialised carbons that meet specific requirements. Concurrently,
advancements in digital technology have transformed customer
engagement and reach while enabling a data driven approach to

needs. driving operational efficiency and sustainability. However, increased
digitisation has also given rise to cyber threats and heightened the
risk of data losses.
IMPACT ON THE GROUP IMPACT ON THE GROUP
* Increased customer emphasis on the social implications of our * Emerging opportunities for value added activated carbon
value chain. products and access to new markets.

* More stringent assessment of our products and processes for
adverse implications on human health.

* Increasing challenges to employee retention and potential
adverse implications on organisational tacit knowledge.

* Rising expectations for positively contributing to the
communities we operate in.

OUR RESPONSE

* A comprehensive employee value proposition that encompasses,
equitable remuneration on par with industry norms,
opportunities for training and career progression, and strong
emphasis on employee well-being and engagement.

* Numerous certifications to provide assurance to customers on
the quality of our processes.

* Health and safety assessments for products where applicable

* Supported livelihoods and empowered communities through our
Haritha Angara programme in Sri Lanka.

* Carried out supplier assessments considering social
considerations to propagate ethical social practices along the
supply chain.

* Long term focused, Impactful CSR initiatives including,

Puritas Sath Diyawara, going beyond the school mid-day meal
programme and laptop donations to university students

* Opportunities to enhance customer engagement and
convenience through system integration.

* Potential for operational efficiency and reduction of waste and
cost optimisation.

*  Cyber security related risks

OUR RESPONSE

* Future focused our product portfolio through strategic research
and development initiatives.

* Invested in a high-tech electrochemical laboratory to propel the
development of products for energy storage carbons.

* Increased emphasis on digital marketing channels to analyse
digital behaviour and enable personalised outreach for enhanced
lead generation

* Investments in technological solutions including automation
and integration to improve process efficiency, access to data
and analytics to facilitate insightful decision making and deepen
customer relationships

* A comprehensive IT security policy, investments in latest tools
such as firewall and virus guard software, employee training on
cyber threats and regular audits of IT systems.

* Ongoing emphasis on creating a learning organisation that
prioritises learning, adapting and innovation in alignment with
external developments.

Link to material topics - M2, M8, M16, M17, M19

Link to material topics - M6, M13, M15, M16

Link to risks/opportunities - R7, R12, 02

Link to risks/opportunities - R10, O1

Link to strategy @ g@
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ENVIRONMENT

oeeesssssssdl

TRENDS AND DEVELOPMENTS

Increasing prevalence of physical risks

* Rise in adverse weather events across the globe and its
implications on business operations, supply chains and
distribution

Divergent global approach to the transition to a low carbon

economy

* Increasing implications of chronic risks and carbon intensive
industries

Compliance

* Increased stakeholder concerns on environmental & climate
impacts and environmental regulations and enhanced corporate
reporting requirements.

LEGAL

TRENDS AND DEVELOPMENTS

¢ Evolving legal landscapes in the jurisdictions we operate in.

* Stringent regulations on safety, quality and environmental
protection

* Laws promulgated to safeguard economies including anti-
dumping regulations

Reputation risk

2 G

Compliance costs

Our reliance on coconut shells, an agricultural input, exposes us to
the potential risks of climate change. However, the transition to a
low-carbon economy has led to emerging opportunities. The shift
towards renewable energy sources has given rise to innovation in
energy storage carbons, while sustainable resource consumption
has led to the utilization of activated carbon products across many
industries. Increased emphasis on addressing climate change has
led to a rise in environmental regulations and corporate reporting
requirements has led to the utilization of activated carbon products
across many industries.

Our global presence necessitates navigating the regulatory landscape
of multiple jurisdictions giving rise to high levels of complexity.
Proactive monitoring for new laws and regulations across all
countries of operations is vital to ensure timely compliance and
mitigate reputation risk. Moreover, compliance may entail changes to
business models, processes and new investments increasing costs.

IMPACT ON THE GROUP

* Emerging opportunities for activated carbon products that
facilitate the low carbon transition.

*  Supply-side vulnerabilities to chronic risks of climate change
given our reliance on agricultural inputs.

* Opportunities to enhance energy and climate resilience of our
operations.

* Increased stakeholder concerns on value chain environmental
impact assessment and management.

* Increased compliance costs to meet more stringent
environmental regulations and reporting requirements.

* The increased awareness of environmental impacts and the rise of
emerging economies drive demand for water and air purification
solutions.

OUR RESPONSE

* Developed a diverse product offering and invested in renewable
energy generation (Solar PV panels) that supports sustainable
resource consumption and the shift to renewable energy sources.

* Diversified our operations across three geographical locations
where coconut is a major agricultural crop to mitigate supply side
risks.

* Committed to achieving strategic ESG goals through the launch
of Activate, our 2030 ESG Roadmap 2030 .

¢ Ongoing emphasis on enhancing the sustainability of our
operations and supply chain practices.

IMPACT ON THE GROUP

* High levels of complexity in monitoring legal and regulatory
developments across multiple countries.

* Reputation risk arising from inadvertent non-compliance.

* Increased costs to modify processes to ensure compliance and
potential penalties due to non-compliance.

OUR RESPONSE

*  Proactive monitoring across all jurisdictions for new
developments in the legal landscape to assess implications and
ensure compliance.

¢ Complied with all legal and regulatory requirements during the
year under review.

* Obtaining certifications relating to safety, quality, and
environment management

Link to material topics - M1, M3, M7, M9, M10, M11, M14, M18

Link to material topics - M3

Link to risks/opportunities - R17, R22, 03, 04, O5

Link to risks/opportunities - R6, R15, R21

Link to strategy %ﬂl‘“

Link to strategy @ @/ @
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OUR VALUE CREATION MODEL

Our Inputs

Financial Capital

Sa

Zulo

Vital to achieving our strategic aspirations,
our financial resources are represented by
e Shareholders’ funds - Rs 25.7 Bn

e Debt capital - Rs 5.8 Bn

Natural Capital

5

Our primary input is coconut charcoal, a

renewable resource while other inputs

include energy, water, and chemicals.

e  Renewable raw material consumption -
152,221 Mt

e Water consumption - 732,634 m?

e Energy consumption - 1,132,964 GJ

Intellectual Capital

®

Represents our capacity to innovate, the
tacit knowledge gained over half a century
of operations, systems, processes, and
numerous certifications.

e Investment in R&D - Rs. 231.4 Mn

e No of certifications - 25

Human Capital

\]E ;

Possessing unique skills and competencies

our 1933 employees across 7 countries drive

innovation and enable technical excellence.

e Investment in training and development -
Rs. 11.3 Mn

e Investment in employee well-being -
Rs. 6.9 Mn

Social & Relationship Capital

&

Represents our long standing, collaborative
relationships with key stakeholders and
emphasis on strengthening our social license
to operate.
e  Customers - >590
e Coconut shell and Charcoal Suppliers -
>600
e Investment in CSR initiatives -
Rs. 40.8 Mn

Manufactured Capital

Represents 7 well-equipped manufacturing
facilities across Sri Lanka, Thailand and
Indonesia which enable the consistent
production of high-quality activated carbon
products.

e PPE - Rs.10.8 Bn

e  Capital expenditure - Rs. 2.1 Bn
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' Value transformation process

ESG mindset

Global economic context
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Q Our Vision is to be the leading global brand for coconut activated carbon and g
nvcnnB g a leading provider of water purification systems in Sri Lanka and the region, z
Activated carbon solufions g renowned for technical excellence, customer centricity, innovation, and sustainable &
z business practices. g

Impacts and Outcomes SDG alignment Stakeholders

' ‘ Impacted

Our Capital Outcomes @ Positive @ Negative

[x..] Financial Capital (Page 102 to 105) MO
9""" Consistent value creation for shareholders and debt providers m

e O Profit after tax Rs. 4.3 Bn
e O Return on equity 16.8%

e O Dividend per share Rs. 6
o @ Dividend payout - 47.6%

CLEAN WATER
AND SANITATION

@ Natural Capital (Page 106 to 129) E

Proactive approach towards achieving sustainable resource usorworcun. (49 EOal ouMTE
ECONOMIC GROWTH CONSUMPTION ACTION

consumption and minimise our environmental footprint. M g

o O Water intensity - 16.97 m3/per revenue Rs. Mn "' m @
e O Energy intensity — 26.24 m3/ per revenue Rs. Mn
e @ Carbon footprint - 26,696 tCO,e

& Intellectual Capital (Page 130 to 139) Aoneimene: [ 12 ;Eﬁ%ﬂ
I
g @ A future focused product range and processes that enable the & m

fulfilment of existing and emerging customer needs.
e O New products launched - 14

e @ Product pipeline - 7

e @ Enhanced organisational tacit knowledge

GOOD HEALTH

1 zs‘l[ﬂ“ AND WELL-BEING
Human Capital (Page 140 to 153) o oo O
@) pman e i | /o
(

Continued to inspire our team through a culture of innovation

and collaboration. QUALITY GENDER DECENT WORK AND
EDUCATION EQUALITY ECONOMIC GROWTH

e O Employee retention rate - 92% (Permanent employees) /‘/

e @ Payments to employees - Rs. 5.4 Bn ‘I'

e @ Training hours per employee - 12.1

e @ No. of workplace accidents - 32

?@) Social and Relationship Capital (Page 154 to 169) e —
i Mutual value creation for all stakeholders through long-term, AR o
collaborative partnerships. w I!ﬂl
e © No, of new customer acquisitions - 34
e @ Customer satisfaction score - >90% 6 Mosimnon [ 8 Eocoaonms [ 11 dacommnes
e O Payments to coconut shell and charcoal suppliers - Rs. 12.8 Bn /\/" ‘Eé_
e @ CSR beneficiaries - >105,000 [ nZsEE

o  ©Tax payments - Rs. 2.8 Bn

(ﬁ\\ Manufactured Capital (Page 170 to 176)

Enhanced value through future focused investments.
o @ Value added carbon manufacturing capacity enhancement - 200Mt
e @ Investment in an electro-chemical laboratory for energy storage

glnllsmlnnuvnlm 12 RESPONSIBLE

ANDINFRASTRUCTURE CONSUMPTION

carbon development
o @ Cost savings from lean initiatives Rs. 148.6 Mn
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LISTENING TO OUR STAKEHOLDERS

Our stakeholder identification process takes Proactive engagement with our stakeholders is a priority for formulating strategies and driving
into consideration all parties who currently our innovation. Stakeholders enable us to identify, mitigate and manage risks, their concerns
have an interest in the business or are likely are a key input into strategy formulation, determining material issues and the corporate

to have an interest in the future. These reporting process. Our approach to stakeholder engagement is guided by the Hayleys Group
parties are then prioritised based on: Stakeholder Engagement Policy and is described below.

* The level of influence they have over
the business directly or through others.
* The extent to which stakeholders will be OUR APPROACH TO STAKEHOLDER ENGAGEMENT
impacted by the Group’s activities. *
* The expertise, level of information
and guidance that can be given by the
stakeholder. Determine level and

*  The nature of the relationship. method of engagement

Based on the above, our engagement
approach and mechanisms of engagement
are determined. Our engagement strategies
based on the level of interest and potential
influence of stakeholders is set out below.

Stakeholder
Shareholder identification and
prioritisation

Conduct
engagement

S5

O

=

Employees

g
g
3

&

Customers

Suppliers

o
Ko

Adapt strategy

Business Partners

€

Communities

|
|

Keep informed Involved and interactive

Government & Regulators

=  Government = Shareholders
= Regulatory bodies = Employees

= Media = Customers

= Certification bodies

= Financial institutions

Financial Institutions

Level of engagement
B Keep Informed

B Involved and interactive Interactive Keep satisfied
M Interactive

I Keep Satisfied

= Suppliers

= Community = Business partners

Frequency of engagement
M Quarterly / Annually

M Frequent

-

B As and when required

,———————— Level of interest of stakeholders

B Regular as and when required Power of stakeholders —
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HIGHLIGHTS OF OUR STAKEHOLDER ENGAGEMENT IN 2023/24

SHAREHOLDERS

. Methods of Engagement

Quarterly performance updates
Press releases

e Annual General Meeting .
e Annual reports .

Areas of Concern

e Implications of the global and local economic .
environment on financial performance and position.

e Opportunities for sustainable growth. o

e Corporate governance

e Adequacy of risk management. } .

e  Corporate reputation .

Frequency of engagement
M Quarterly / Annually

Level of engagement
B Inhvolved and
interactive

Our Response

Strategic emphasis on growth markets in Asia, West Africa, Middle East and South
America.

Strategic investments in energy storage carbons including hard carbon and other
new products developments to capture emerging opportunities.

Advanced our greenfield investment in the Philippines.

Strategic emphasis on sustainability through the launch of Activate, our ESG
Roadmap 2030.

Assessed the resilience of our business to the implications of climate change.
Robust risk management to proactively identify and respond to new developments
and risks.

LINK TO | ‘\,% | VALUE CREATED
CAPITALS puﬂn

Profit after tax DPS ROE
Is_:gg(s.ro oM EROWT prnhfraied Rs. 4. 3 Bn RS. 6.00 1 6. 8%
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LISTENING TO OUR STAKEHOLDERS

EMPLOYEES AND TRADE UNIONS

Methods of Engagement
* Level of engagement
|

Frequency of engagement

) o Involved an N n
e Monthly town hall meetings e Open door policy with management . to etdi and EeLEmt
. . . . ) interactiv
e Open dialogue with trade unions e  One-on-one meetings with the HR eractive
department
Areas of concern Our Response
e Financial stability and job security o Fair and equitable remuneration for all employees.

e Asafe and conducive work environment
o  Opportunities for training and skill development
o  Opportunities for career progression

Invested over Rs. 100 Mn on enhancing occupational health and safety and overall
employee well-being.

Adhered to numerous occupational health and safety related certifications.
Invested over Rs. 11.3 Mn to create a learning organisation and empower

employees.
o Implemented targeted training for middle management to prepare them for
leadership roles.

LINKTO i
CAPITALS \&m
( VALUE CREATED
Payments to Average training hours Investment in health and
LINKTO 1. .",Sv.m: - 2 f.’::& P employees per employee safety and overall well-being
ses Lol U BN

Rs.5.4Bn 12.1

GENDER DEGENT WORK AND 10 \RN[EI:]lIIJ?lIIJ1IES (+ 15 06%)

EQUALITY ECONOMIC GROWTH

>Rs. 100 Mn

" ] Cs
mﬁ!ﬁ<
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CUSTOMERS

—

. Methods of Engagement
|

e Customer visits to our factories e  In-person visits to customers

Frequency of engagement
M Frequent

Level of engagement
Involved and
interactive

e Regular engagement through e Trade shows and exhibitions

digital platforms
Areas of concern

e Capacity to innovate.

e Capacity to customise products to meet specific
technical requirements.

e Consistency in quality and timely delivery.

e Sustainable and ethical business practices.

,\

2 [
LINK TO aﬁlu ) 2o
CAPITALS  25¢ pﬂﬂﬂ

DEGENT WORK AND 10 REDUCED
INEQUALITIES

LINKTO ECONOMIC GROWTH
SDGS ﬁ/i

ANDPRODUCTION

G B0

Our Response

e Ongoing emphasis on evolving our product portfolio to meet emerging needs.

e  Strategic investments in new product developments to fulfill specific needs of
customers.

} e  Strong engagement with customers to proactively address concerns and issues.

e  Strategic emphasis on enhancing the sustainability of our business through the
launch of our Activate, ESG Roadmap 2030.

e Robust manufacturing and QA systems and processes entrenched through a range
of certifications such as ISO and GMP, to deliver products of consistent quality at
the right time and right place.

VALUE CREATED

New products Investment in
launched R&D

Rs.231.4 Mn

Customer
satisfaction score

>90% 14
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LISTENING TO OUR STAKEHOLDERS

SUPPLIERS

*

' Methods of Engagement '

Supplier screening processes

e Continuous engagement through in- .
person, on-site meetings and through
mobile and digital platforms.

Areas of concern

e Stable procurement of raw materials at a fair price.

e Timely payments and ease of doing business.
e Technical support for process improvements
e Building long-term relationships.

e Environmental and social compliance

LINK TO
CAPITALS «. -

Payments to coconut shell

DEGENT WORK AND

INDUSTRY,INNOVATION 11 ‘SUSTAINABLE GITIES
ANDINFRASTRUGTURE AND COMMUNITIES

R || e

ECONOMIC GROWTH

o

LINK TO
SDGS

12 RESPONSIBLE
CONSUMPTION
ANDPRODUCTION

QO

Level of engagement
I Keep satisfied

Frequency of engagement
B Frequent

Our Response

e Close engagement, ethical business practices and payments on time.

e Ongoing emphasis on propagating green charcoaling practices to suppliers.

e Enhanced supplier convenience in Sri Lanka, through the establishment of
collection centres in Galle and Malsiripura.

e  ESG related capacity building and supplier audits.

VALUE CREATED

Total No. of coconut shell and
charcoal suppliers supported

> 600

New Haritha Angara
pits constructed

23

and charcoal suppliers

Rs 12.8 Bn
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BUSINESS PARTNERS

' Methods of Engagement '

e Continuous engagement through in-person, on-site meetings and
through mobile and digital platforms.

Level of engagement Frequency of engagement
I Keep satisfied B Frequent

Areas of concern Our Response
e Sustainable business success through collaborative e Equitable distribution of technical capabilities, employee training and market
partnerships. growth across all business entities.
*  Professionalism and accountability e Transparent business practices.
° Robust risk management and corporate governance } ° Timely communication of financial and relevant information.
practices o Systematized corporate governance practices, risk mapping and mitigation strategies
e  Corporate reputation e Equitable sharing of business profits.
/\
LNKTO @) < VALUE CREATED
CAPITALS E'i g@uﬂu
Business partner Relationship in Relationship in
p— rr—— satisfaction rate Thailand Indonesia

LI N K To ECONOMIC GROWTH ANDINFRASTRUCTURE

socs Y1 >95% | >26years ' >11years

QO

Annual Report 2023/24 | Haycarb PLC | 53



LISTENING TO OUR STAKEHOLDERS

COMMUNITY

Methods of Engagement
* Level of engagement Frequency of engagement

1 Interactive M As and when required
e Impactful, long term community e  Grievance handling
development projects. mechanisms
Areas of concern Our Response
e Employment e  Created employment opportunities within the communities we operate.
opportunities. e Created employment opportunities to small holders through the Haritha Angara programme in Sri Lanka.
o Envirenmenial and o Maintained existing projects under the Puritas Sath Diyawara initiative facilitating purified drinking water to

communities with high incidence of chronic kidney disease.

e Donated school supplies to school children through the Puritas Sath Diyawara Going Beyond and other school
donation initiatives.

e Donated 90 laptops to state university students to support their education.
o Continued the mid-day meal programme, providing mid-day meals to over 800 students, across 13 schools

e  Compliance with all regulatory requirements including social environmental regulations.

LINKTO § .2 VALUE CREATED
capiats  \EER)
f*ﬂ Investment in CSR CSR Anniversary of the Puritas

social concerns

initiatives beneficiaries Sath Diyawara initiative.
unkto TS Rs. 40.8 Mn| >105,000 9th
it
ceovoucovs [l 10 Beatiines
(]
w
»

wa;

54 | Haycarb PLC | Annual Report 2023/24




Introduction | Understanding Value Creation and Impacts | Our Value Proposition on ESG
Nurturing Our Resources | Mindful Governance | Financial Statements | Supplementary

GOVERNMENT, INDUSTRY, REGULATORY BODIES AND MEDIA

*

Methods of Engagement
* Level of engagement

e One to one engagement o
e Engagement through digital platforms
including the company website.

Engagement through

associations.

Areas of concern

audits, industry forums and

Frequency of engagement
B Regular as and when
required

B Keep informed

Our Response

e  Compliance with all laws and regulations across all e Complied with all laws and regulations in each jurisdiction.
the countries we operate in. e  Timely and accurate disclosures.
e Transparency in work practices e Timely payments of taxes, levies, licensing fees and other government payments.
e Knowledge sharing with industry partners } e Maintained strong corporate governance and risk mitigation frameworks.
* Responsible corporate citizen and employer. e  Created non-partisan employment and career progression opportunities.
e Impactful CSR initiatives with a long-term focus, mainly to address needs in
education, nutrition, healthcare and access to potable water.
] o 8.9
LINKTO — (5 o Uy
< D O
CAPITALS V= 3 dansah
VALUE CREATED
m ﬁ\ . . . .
l_ﬁ Tax Foreign exchange earnings Instances of significant
\ ( NNl ] payments for 3 developing economies non-compliance

DEGENT WORK AND
ECONOMIC GROWTH

LINKTO
SDGS

PARTNERSHIPS
FORTHE GOALS

PEACE JUSTICE AND 1
STRONG INSTTUTIONS

Rs. 2.8 Bn |USD 100.3 Mn

Zero
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LISTENING TO OUR STAKEHOLDERS

Methods of Engagement
* Level of engagement
B Keep informed

CERTIFICATION BODIES

Frequency of engagement
B Regular as and when

e Audits e Collaborative meetings with the relevant .
required

e Training sessions

Areas of concern

e Compliance with the requirements of the
certification bodies.

e Transparency, accuracy, and timeliness of
disclosures.

[P

LINKTO “(ap)-
CAPITALS @

A

members of the Haycarb team

DECENT WORK AND 12 mmﬁ" 13 ﬁém;[

LI N K To SENOMOSIOMTH ANDPRODUCTION
SDGS

o ool &

Our Response

e Complied with all requirements of the certification bodies.
’ e Disclosed all required information completely and in a timely manner.

VALUE CREATED

Score on systems and Re-certifications
process audits obtained in 2023/24

>90% 5

Adherence to
certification bodies

100%
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FINANCIAL INSTITUTIONS

—

Methods of Engagement
* Level of engagement

e Face to face engagement

o Open dialogue through mobile and digital platforms.

Areas of concern

e Meet debt obligations in a timely manner and
adhere to covenants.

e Accurate disclosure of financial information.

e Robust and responsible, financial management.

LINK TO '*yg
CAPITALS puﬂu
unkto EEEE ] BB

SDGS ﬁ/i

100%

Frequency of engagement
B Regular as and when
required

B Keep Informed

Our Response

e Timely repayment of capital and interest payments
} e Disclosed all required information accurately and in a timely manner.
e Prudent financial management.

VALUE CREATED
Timely debt Digitisation of operations Relationship with most
payments with financial institutions banking partners

>90 Over 5 Years

-

\r

ﬁa 1hiil :
g &g

\'IJL
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BEYOND SWOT - THE TOWS ANALYSIS

Our strategy formulation process involves
a comprehensive assessment of both

our internal capabilities and the external
environment. The careful assessment of
our internal strengths and weaknesses
and analysis of opportunities and threats
stemming from the external environment,
provided us with a new lens to evaluate
potential growth strategies for the Group.
This analysis explored the following key
strategic questions.

o Strengths - Opportunities - How can
we leverage our existing strengths to
capture emerging opportunities.

o Strengths - Threats - How can
we utilise our strengths to mitigate
potential threats that may arise from the
external environment.

The result of this analysis is presented below.

Cy

Eﬁ
e

O1 Strong growth
potential

02 Technological
advancements

O3 Strategic partnerships

Opportunities

T1 Intense competition

T2 Economic uncertainty

T3 Supply chain
disruptions

T4 Availability of
substitutes for certain
applications

Threats
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Strengths

s«  Weaknesses - Opportunities - How
will emerging opportunities enable us
to address identified weaknesses and
improve our overall position

»  Weaknesses - Threats - How
can we mitigate the impact of our
weaknesses while navigating potential
threats stemming from the external
environment.

Weaknesses

**

S1 Market position and strong global brand
S2 Capacity to innovate.

S3 Sustainable and sound business practices
S4 Capable leadership team

S5 Strong financial position and performance

e Strong demand in the East Asian and
Indian markets & rising demand for
premium and specialized activated carbon
products (S1, O

» Growth potential in Maldives and the
region for Environmental Engineering
Solutions services

e Continuing to invest in R&D to develop
products and processes to provide
competitive advantage to Haycarb.
(S2,S3,S5,02)

« Manufacturing footprint in proximity to raw
material availability & maintain stable supply
chains and supplier empowerment.

e Encourage diversified product portfolio with
emphasis on quality.

e Innovation in collaboration with customers
for development and commercialization of
activated carbon from other raw materials
in line with current business operations and
market presence.

e  Monitoring of economic uncertainty and effective
navigation by our capable leadership team
(54,T2)

W1Exposure to volatility in commodity prices
W2 Dependent on a single raw material
W3 Rising cost of production.

W4 Large capital outlay and working capital
requirements

e Opportunities to enhance Haycarb's
presence in other coconut producing
countries for manufacturing

e Investing in research and development to
create environmentally friendly production
processes and products

o Developing partnerships or investing in
backward integration to secure a stable
supply of raw materials.

¢ Slowdown in global economic growth and
political instability in Europe and Central Asia
(W1,T2)

e Pressure to explore substitutes given the
high cost of coconut-shell based activated
carbon products for certain industries.
(W2, T4)

e Additional operational costs to the company
due to supply chain disruptions



We will continue

our journey towards
realizing our
Corporate Purpose

of Driving Value and
Changing Lives to
create a sustainable
and prosperous future
for Haycarb and its
stakeholders.

DRIVING SUSTAINABLE GROWTH
THROUGH SHARED VALUE

Haycarb’s strategy is formulated in
alignment with its purpose and vision

and takes into careful consideration of,
potential threats and opportunities within
the operating environment, key stakeholder
concerns and its own strengths and
weaknesses. Five key strategic priorities
guide our strategy execution and resource
allocation over the short, medium and long

term. Our strategic pillars of Market growth,

Innovation led growth, Strengthening
global supply chains and Purpose driven
& committed team are underpinned by
our commitment to sustainability through
the ESG mindset pillar. This enables
environmentally and socially responsible
value creation for stakeholders.

Our Purpose
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STRATEGY AND RESOURCE ALLOCATION

‘ Factors considered when formulating our Strategy

&5

Operating
environment

QL0 ~ -
\m — —-—
o /@\
Stakeholder Internal strengths and
concerns weaknesses

' Our Purpose and Vision

NS
;§)
<
L

B

Driving
Value

Changing

Lives

@fn pOW et

To be the leading global brand for
Activated Carbon and foremost provider
of Water Purification Systems in Sri
Lanka and the Region, renowned for
technical excellence, customer centricity,
innovation and sustainability

UOISIA INO

Our Strategic Priorities

Market Innovation led Strengthen global Purpose-driven
growth growth supply chains and committed
team
3@ L ESG mindset
mindse
5/
Underpinned by '
Lo
T N
Robust Corporate Digital
Governance Management infrastructure
framework
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STRATEGY AND RESOURCE ALLOCATION

/\/’é I;gj MARKET GROWTH

Region-wise revenue contribution Strategic interventions in 2023/24

« One on one engagements with existing and prospective
customers to consolidate and expand market share in a
challenging global environment of intense competition
from carbon manufacturers in India and Philippines.

« Intense strategic market initiatives to promote newly
developed value-added specialty carbon including energy
storage carbons and chemically activated wood carbon
for PFOA and PFAS removal in water purification.

» Deeper penetration to existing markets and business
development strategies in new markets to increase

e market share.
[ 7% ) * Initiate the expansion to the fourth manufacturing
N /" location in Philippines through incorporation of Haycarb

~ Philippines Corporation.

6% e Environmental Engineering : Re-entry to infrastructure
and B2B projects for water and wastewater treatment
solutions in Maldives

) ) ) ) » Environmental Engineering : Strategic agencies/
® United States of America @ Africa @ Asia collaborations for marketing RO membranes, specialty
® South America @ Europe Australia pumps and chemicals for water treatment market
established in Sri Lanka and Maldives

o Strengthening of digital marketing and corporate
communication efforts and brand building to enhance
the image of Haycarb as a sustainable and innovative
activated carbon company.

Applicationwise revenue contribution
%

16%

Resources allocated Value creation for stakeholders
4% * *

« Business development expenditure - » Shareholder value creation through
Rs 133 Mn improved financial performance.
0% « Investment in technology and digital « Enhanced our customer value
platforms - Rs 23.9 Mn proposition.
- » Investments in enhancement of new * Employment opportunities and
11% applications segment like energy creation of knowledge base, exposure,
Water Gold storage (to enhance market, product and training
M Air&gas M Other and customer knowledge)
) Applications that will drive our future growth

)' e Energy storage carbons o0 EGold carben

e Water purification carbons | \water and wastewater

e Alir treatment carbon treatment solutions
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Progress made in 2023/24
e Retained our market position despite a global slowdown in the activated carbon industry.

Key performance indicators 2023/24 2022/23 y-0-y %
change

Activated Carbon segment

Revenue (Rs. Mn) 41,659.7 59,646.8 (30%)
PBT (Rs. Mn) 6,065.7 8,499.7 (29%)
Market share (Coconut shell based activated 16% 16% =
carbon)

Environmental Engineering Solutions segment

Revenue (Rs. Mn) 1,519.6 1,296.4 17%
PBT (Rs. Mn) 56.4 (244.1) 123%
WAY FORWARD

A~

\/

'.. l/ 1

Short term focus

e Enhance market share in newly developed countries in Asia, North, East & West Africa,
South America and the Middle East and deeper penetration of existing markets in Asia,
USA and Europe

« Commence the construction of phase 1 of manufacturing facility in Philippines giving
the breath of manufacturing capacity to grow market share

o Capacity expansion of energy storage carbons in Sri Lanka

e Focus on marketing of activated carbon to new and emerging applications in
specialized water carbons and energy storage carbons globally with emphasis on USA,
Europe, South Korea, China and India.

» Phase 1 of CRM solution implementation to enhance customer management and
increase efficiencies in managing sales and marketing initiatives

Medium to Long term focus '

e Increase global market share through
strategic product development
aligned with emerging applications
and entry and growth in new markets
for existing applications.

e Environmental engineering -
Development of Infrastructure
integrated water solutions projects in
the region in tandem with complete
suite of O&M services and trading of
related products in Sri Lanka and the

region.
e Environmental Engineering - growth in infrastructure and B2B segment in Sri Lanka

and Maldives, secure O&M service contracts and grow trading operations for RO

membranes, specialized pumps and chemicals for reputed brands as exclusive agent in

Sri Lanka and Maldives

. ’ /\

Linkto [EEREg | Linkto @ wR Linkto  Sa aﬁa
SDGs & Stakeholders &@ Capitals p""" LSS
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STRATEGY AND RESOURCE ALLOCATION

7

- INNOVATION LED GROWTH

Strategic interventions in 2023/24 Resources allocated Value creation for stakeholders
e Successful developments in energy

storage carbon range including hard

carbon and improvements of EDLC « Investment in research and » Shareholder value creation through
carbop performance for volumetric development - Rs 231.4 Mn the enhancement of the Group’s
capacitance. « An R&D team of over 60 multi skilled future growth potential.

e Investment in R&D including Electro- individuals. » Enhanced our customer value
chemical laboratory for development « Investment in training and proposition through innovative new
of energy storage carbons and Pilot development - Rs 11.3 Mn products.

Manufacturing Line for Hard Carbon
manufacture

« Strengthen R&D team with new .
recruitments including technical expertise Progress made in 2023/24

on energy storage carbons Key performance indicator 2023/24 2022/23 y-0-y %
» Ongoing emphasis on developing the change

product pipeline through strategic R&D
in close collaboration with marketing
teams and business partners. Products in the plpe|lne 7 4 75%

New products launched (13%)

«  Innovated processes to enhance % Contribution of value-added carbon to total

operational efficiency and reduce revenue - Activated Carbon segment® 25% 25% -
environmental footprint.
e Environmental Engineering - SAP S/4 Link to NOWRISTRETRE Link to (@Y. {,}ﬁ{}

HANA |‘mp|emented .for Pur|tas.Pvt. SDGs & Stakeholders
Ltd., to improve efficiency and timely

information.

»  Enhanced the tacit knowledge of the

; ~ SN
Group through focused training and Llnk.to g)j\;ﬁ; \ BHH
development programs. Capitals = Q GnSah

WAY FORWARD
Short term focus Medium to Long term focus '
o Strategic innovations in energy storage carbons including the e Evolve our product portfolio in line with emerging trends
hard carbon product range to capture emerging opportunities. including capitalizing on the business opportunities that arise
e Increase the contribution of value-added carbons to total from the transition to a low carbon economy
revenue to 30%. » Increase the contribution of value-added carbons to total
e Process innovation to enhance productivity and reduce our revenue to 50%.
environmental impacts. e Innovate processes to optimise costs and improve efficiencies
« Digitization of processes including production data capture in e Expand and build expertise necessary for specialized
order to reduce costs, improve access to real-time data and applications including energy storage carbons to be a key
facilitate insightful decision making. contributor of revenue and profits
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[ j STRENGTHEN GLOBAL SUPPLY CHAINS

Strategic interventions in 2023/24
+ On-going emphasis on creating
mutual value for our global supplier

network through close engagement .
and ethical sourcing principles.

e Emphasis on developing a localized °
supplier network in close proximity to
manufacturing locations in Sri Lanka, .

Thailand and Indonesia

e Actively promote and support
transitions to green charcoaling
technologies with increase of 23
environment friendly charcoaling units
under the Haritha Angara initiative in
Sri Lanka and 3 premium charcoaling
units in Thailand.

e Continued ESG awareness through
capacity building and supplier
assessments

Resources allocated

Payments to coconut shells and .
charcoal suppliers - Rs 12.8 Bn

Investments in supplier capacity .
building - Rs 2.6 Mn

Investment in the coconut tree

planting initiative - Rs 1.9 Mn .
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Value creation for stakeholders

Shareholder value creation through
supply chain resilience.

Value creation for our suppliers
through economic value distributed
and ethical sourcing practices.

Positively impacted our communities
through the promotion of sustainable
charcoaling practices.

Progress made in 2023/24

e Supported the Sri Lanka Coconut
Cultivation Board's initiative to

expand coconut cultivation in
Sri Lanka in the Northern region

Key performance indicators 2023/24 2022/23 y-o-y %
change

New charcoal suppliers added (29%)

Payments to coconut shells and charcoal

suppliers (Rs. Mn) 12.8 17.6 (27%)

Number of suppliers assessed for

environmental and social considerations* 56 10 460%

by contributing 25,000 coconut
seedlings.

*Scope of suppliers assessed for environmental and social considerations increased from charcoal suppliers to all

suppliers in 2023/24 compared to 2022/23

WAY FORWARD

Short term focus

e Ongoing emphasis on expanding the supplier network.

e Maintain focus on greening our supply chains in Sri Lanka,
Indonesia, and Thailand and building supply chain resilience.

e Increase supplier assessments to ensure compliance with
environmental and social considerations.

o Initiate supply chain network for coconut shell charcoal in
Philippines within the committed framework of ESG practices
including environment friendly charcoaling methodologies

Medium to Long term focus

#

e Build a diversified and resilient supply chain to ensure an
uninterrupted supply of raw materials.

e Sustainable and responsible sourcing of raw materials by
increasing the proportion of green charcoal at all manufacturing
locations by 2030

e Increase the proportion of suppliers assessed for environmental
and social considerations to 40% by 2030.

e Establishing a central sourcing and storage facility of charcoal in
Indonesia as a strategic inventory location

P
Link to e I i Link to il |13 Link to 'S ? 5 Z)
SDGs Stakeholders [0 Capitals 9"““
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STRATEGY AND RESOURCE ALLOCATION

0oy PURPOSE DRIVEN AND COMMITTED TEAM
AN

Strategic interventions in 2023/24

« Leveraging on Haycarb’s purpose statement
and inculcating the core values among
Haycarb team

e Re-organised the HR function to strengthen
the implementation of our HR strategy and
respond more swiftly to employee needs.

e Enhanced occupational health and safety
while implementing multiple programmes to
enhance overall employee well-being.

e Provided an array of training and
development opportunities aligned with
creating a learning organisation.

‘ Resources allocated ' Value creation for stakeholders '

e Payments to employees - s Investing in the most valued
Rs 5.4 Bn asset of the company; A team
of empowered and motivated

e Investments in employee well-being
employees.

-Rs 6.9 Mn

» Investments in creating a learning
organisation - Rs 11.3 Mn

Progress made in 2023/24

o Implemented targeted development Key performance indicator 2023/24 2022/23 y-o0-y %
programmes to foster the growth of middle change
management for senior leadership roles. T ——— 92% 95% (3%)

» Strengthened employee engagement . N
through one-on-one meetings between the Vi TOUTS per P eyEs 2 &9 Sk
HR department and factory level employees. No. of workplace injuries 32 30 7%

e Promoting healthy and balances life style % of factory level employees engaged
through health camps, interactive workshops in one-on-one meetings with the HR
and awareness sessions. department 49% -

«  Continued focus on internal succession % of additions to the senior management
planning promoted internally 75% 100% (25%)

WAY FORWARD
Short term focus Medium to Long term focus '

e Maintain a strong employee value proposition to engage and *  Nurture a diverse and empowered team of employees well

retain staff. equipped to approach organisational goals and problem-solving

e Ongoing emphasis on occupational health and safety and

overall well-being.

with innovation.

e Empower our team through continuous training and learning.

« Continue initiatives to promote physical and mental well-being
of employees and work-life balance through awareness sessions
and medical care schemes.

e Increase focus on up skilling employees and creating a
knowledge base including digital technology

600D HEALTH GENDER DEGENT WORK AND
AND WELL-BEING EQUALITY ECONOMIC GROWTH

Ml KL

Link to
Capitals

Link to
SDGs

Link to o ) o

Stakeholders Eﬁm

e
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éﬁﬁu ESG MINDSET
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Strategic interventions in 2023/24

e Formalized a strategic approach to
minimise our environmental footprint
through the launch of Activate, our
ESG Roadmap 2030 which clearly
articulates our environmental, social
and governance targets.

» Numerous initiatives to enhance
energy resilience including the
installation of solar PV panels.

o Implemented initiatives to enable
sustainable water withdrawal and
reduce consumption including
rainwater harvesting, recycling and
pump tests in Sri Lanka to ascertain
the sustainable water yield.

e Increased emphasis on enhancing
business resilience to the
implications of climate change
through a strategic assessment of
the related risks and opportunities
and relevant mitigating strategies.

e Long-term focused initiatives,
including Puritas Sath Diyawara
and Puritas Sath Diyawara - Going
Beyond that positively impacted the
community.

e Focus on community empowerment
through improving health, nutrition,
and education through initiatives
such as Sisu Divi Pahana, Sath
Diyawara, Going Beyond and
assistance to university students.

e Continued contribution to tree
planting initiatives and turtles
conservation in Sri Lanka.
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Nurturing Our Resources | Mindful Governance | Financial Statements | Supplementary

Value creation for stakeholders

' Resources allocated

» Investments in solar power generation e Value created to all stakeholders
-Rs 1,061.3 Mn through socially and environmentally

.« Investments in enhancing the responsible business practices.

sustainability and efficiency of our
operations - Rs 176.2 Mn

o Investments in CSR initiatives -
Rs. 40.8 Mn

Progress made in 2023/24

Key performance indicator 2023/24 2022/23 y-0-y %
change

Energy intensity (GJ/Rs. Mn) 26.24 19.81 32%
Water intensity (m®/Rs. Mn) 16.97 10.66 59%
Emissions intensity - Scope 1 & 2

(tCO,e/Rs Mn) 0.56 0.43* 24%

No. of beneficiaries from CSR initiatives >105,000 >100,000 2%

*Re-stated figures as per third-party assurance provided by Sri Lanka Climate Fund Pvt Ltd.

WAY FORWARD
Short term focus Medium to Long term focus '
e Strategic emphasis on achieving the e Achieve environmental, social and
interim goals derived from our 2030 governance targets outlined in
ESG targets. Activate, our ESG targets 2030

For further details on the
“Activate” ESG road map 2030

Of0)

Some key targets are:

“To be 100% renewable on electricity consumption through solar
PVs installation and Recogen plant capacity enhancement

*To adopt sustainable water sourcing

*Reduce fossil fuel consumption through use of biomass thermic
fluid heaters and induction dryers

*Increase CSR beneficiaries by 50%

*Increase per employee training hours to 40 hours

CLEAN WATER

Link to AND SANTATION

SDGs (o]

DEGENT WORK AND
ECONOMIC GROWTH

o

flr Link to Link to ?@)
CX) Stakeholders Capitals . .ﬂ 1 .
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MANAGING RISKS & OPPORTUNITIES (earzasz

MANAGING RISKS & OPPORTUNITIES

Given the dynamic nature of the Group's
risks and opportunities landscape, risk
management forms a vital part of the
Board’s agenda, influencing all matters

set before them. The financial year under
review was no exception, presenting its
own unique set of risks and opportunities.
Proactive monitoring at multiple levels
within the Group facilitated the timely

mitigation and management of key risks
while simultaneously capitalizing on
emerging opportunities. Haycarb's risk
environment is graphically presented
below.

Climate change

Our product range, which caters to air
and water purification, energy storage

and resource efficiency positions us well
to seize the significant opportunities
presented by the global transition to a low
carbon economy.

Climate change also presents physical risks
to our business as extreme weather events
and vagaries in weather patterns could
disrupt business operations and adversely
impact supply chains.

Global economic outlook

The Global Economic Outlook for 2024
forecasts stable but modest growth, with a
projected 3.2% increase in GDP, mirroring
the performance observed in 2023.

Advanced economies are anticipated to
experience a slight uptick in growth to 1.7%
in 2024, supported by improved prospects
in the USA. Meanwhile, emerging market
and developing economies are expected to
maintain their growth trajectory at 4.2% in
2024.

Sri Lanka economic outlook

The Sri Lankan economy is poised for
recovery and a path towards sustainable
growth. However, its fruition hinges upon
the continued implementation of reforms
and economic adjustments outlined in the
IMF’s EFF program and the successful
conclusion of ongoing debt restructuring
negotiations.

Product and process innovation

Product innovation presents opportunities

for the Group to develop new offerings that
capitalise on emerging market trends. Process
innovation empowers the Group to implement
more sustainable practices.

Growth in the activated carbon industry
The global activated carbon industry

is projected to grow at a compound

annual growth rate of 4% to 9% by 2030
with growth expected to stem from
applications underpinned by more stringent
environmental regulations, global efforts
towards de-carbonization and increased
need for pure and safe potable water.

Technology and cyber security

IT enables the streamlining and
continuous improvement of processes
while fueling our innovation through
data driven insights on emerging market
trends. It also facilitates connectivity

to overseas locations and customers
which is vital for our growth. However,
increased digitization presents
heightened cyber security risks.

Policy and regulations

Increasing environmental regulations
across the globe presents significant
growth opportunities for the Group in
water and air purification applications.

Moreover, ongoing policy reforms under
the Sri Lanka’s EFF-IMF programme
have the potential to significantly impact
our business.

Geopolitics

The current geopolitical climate presents
risk as well as opportunities. Ongoing
conflicts pose downside risks with
potential to disrupt supply chains and
fluctuations in commodity prices. In
contrast, growth in markets like India
presents opportunities for the business.
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RISK GOVERNANCE

The Board of Directors is collectively
responsible for the management of risk

and is assisted by the Audit Committee.
Risk management is a regular item on the
Board agenda while the Audit Committee
conducts a more detailed review of risk and
reports it to the Board.

The Group’s risk management is also
reviewed by the parent entity, Hayleys
PLC's Management Systems Audit and
Review Department (MSARD) and feedback
is provided to the Haycarb Audit Committee
at quarterly meetings. Sector risk reviews
are also subjected to further scrutiny by the
Audit Committee of the parent entity.

Risk management is a shared responsibility
embedded across the Group. It is integrated
into all key decision-making processes
including strategy formulation, business
planning, business development, investment
decisions, capital allocation, internal control,
and day-to-day functions.

During the year under review, the Group
undertook several initiatives to strengthen
the governance of its sustainability

risks and opportunities by establishing

Responsible for
establishing an
effective risk
management
framework

Approves policy

Reviews risk

registers }

Provides guidance
on management

The Board

(5}
0
E=
£
£
o
O
=
=
=}
<

Resource
allocation for risk
management

Oversight of risk
management
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an ESG steering committee headed by
the Managing Director and including
sustainability & climate related risks to the
presentation of the risks scoring, impact

to the business and responses by the
management to the audit committee and
board for review on a quarterly basis (more
details under Corporate Governance page
66 to 83).

Haycarb PLC

Audit Committee

Haycarb PLC

Audit Committee

Hayleys PLC

[ Haycarb PLC

Haycarb PLC

ROLES AND RESPONSIBILITIES

[ Hayleys PLC

Sustainability and ESG
Steering Committee

Haycarb PLC

Review the
effectiveness of the
risk management
framework

Review and
recommend policies
for approval by the
Board

Review risk
registers and
monitor risk
evolution.

Recommend
allocation of
resources for risk

Review of operating
environment and
competitor activity
to identify potential
risks

Identification,
measurement,
monitoring,

} management and
reporting of risk.
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risk management
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Review and
constructively
challenge risk
registers submitted.

Collate and
review key risks to
assess adequacy
of measures
implemented

Make
recommendations
to Management,
Audit Committee
and Board on
further actions
required.
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MANAGING RISKS & OPPORTUNITIES

RISK MANAGEMENT PROCESS

The Group has established a formal process to manage risk
and is coordinated by the Finance Department. The Senior
Management of the Group is responsible for identifying risks
related to their areas. These are then captured on the risk
register and reviewed at least quarterly. Identified risks are
measured, managed, and monitored while the top risks are
reported to the Audit Committee and the Board of Directors. RISK

MANAGEMENT
PROCESS

Measure

The allocation of resources to manage risk is typically done by
management and is approved by the Board through the strategic
plan and other processes.

Report

During the year under review, the Group strengthened its risk
management process in line with the requirements of SLFRS S1
and S2.

Key improvements to our risk management process in 2023/24
s Aligned our sustainability and climate related risk management process with the requirements of SLFRS S1 and S2.

e This involved identifying and presenting the impact of each sustainability and climate related risk on the Group’s financial
performance and position after the implementation of mitigation strategies.

e This assessment was carried out across three time periods - short term, medium term and long term, to ascertain the implication of
each risk at different time periods and enable proactive mitigation and adaptability.

e 15 out of the 19 data points required under SLFRS S1 and S2 have been assessed during the year.

e We extended the same approach to the assessment of business risks.

The Group adopted the following approach in identifying its sustainability and climate related risks and opportunities across of short, medium and
long term periods. This process was also extended to assessing business risks.

Derived the net impact of
risks on access to finance,
cost of capital, financial
position and financial
performance following
the implementation of
mitigation strategies and
presented to the senior
management for evaluation
and strategy formulation.

Risk identification, impact
assessment, mitigation
strategy and implications
in the short, medium
and long term. This }
inolved multiple rounds
of discussions among
the senior management
within the Group.

Impact assessment
of risks on access to
finance, cost of capital,
financial position,
cashflows and financial
performance.

Identification of }
mitigation strategies.

quarterly basis and a materiality assessment
is carried out on an annual basis to review

This analysis provided the Group with
a quantitative impact assessment of its

management policy which included the
processes and related policies used to

principal business, sustainability and climate
related risks. This data driven approach

to risk management facilities long term

risk management strategies, enabling the
development of sustainable solutions and
facilitate operational stability.

During the year under review, we also
formally established a sustainability risk
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identify, assess, prioritise and monitor

sustainability related risks and opportunities.

We also carried out a double-materiality
assessment during the year under review to
identify, assess and prioritise sustainability
related risks and opportunities. This
assessment formed the basis for the
development of our 2030 ESG roadmap.

A risk assessment is carried out on a

ESG related risks and opportunities. This
assessment is presented to the Board on a
quarterly basis.



- Short term . - Medium term
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- Long term

BUSINESS RISKS

Business risks

Risk R1 RAW MATERIAL PROCUREMENT R2 FOREIGN CURRENCY RISK
Description o Coconut shell charcoal accounts for a significant » Haycarb Group is exposed to foreign currency risk, as
component of cost of goods sold. a significant portion of revenue is derived in foreign
. . . . h f th i
e Disruptions to the supply of this key raw material currency Cgmpared t? S COSEE PRSGE O U U=
. " . entity that is generating the revenue.

due to increased competition for raw materials,

fluctuations in coconut yield or adverse implicationsto e  The Group'’s debtors and borrowings are primarily USD

industries from which we derive coconut shells could denominated.

ly affect fi ial perf ) .

Rl a ST IS « Therefore, exchange rate fluctuations can have both
positive and negative impacts on the Group'’s financial
performance.

Mitigation « Maintained a robust supply chain network in the three e  Entering foreign currency forward contracts with
strategies countries we operate manufacturing facilities in (Sri financial institutions considering macro-economic

Lanka, Indonesia and Thailand) while maintaining a conditions.

| twork in the Philippi d India. . .

SRR IMSHOLT I FIRINES ATEHinel e Forecasting foreign exchange rate movements and

e Expand our manufacturing footprint to the Philippines adjusting pricing models.
where coconut is a major economic crop.

e Backward integration and partnerships with suppliers.

e Expansion of the charcoal and shell collection network.

e Expansion of the activated carbon regeneration
facilities.

e  Emphasis on eco-friendly charcoaling at
all manufacturing locations with plans for
expansion.

Net impact

after mitigation
strategies in the
short, medium and
long term

Access
to finance

Cost of
capital

Financial
position

|

|

]
Cashflows —
perfggggg —

Access
to finance

Cost of
capital

Financial
position

Cashflows

Financial
performance

Link to capital
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MANAGING RISKS & OPPORTUNITIES

BUSINESS RISKS

Business risks

Risk R3 LIQUIDITY RISK R4 INTEREST RATE RISK

Description e  Financial stress and increased pressure to meet future debt e An upward revision to interest rates will increase finance costs
obligations. and adversely impact financial performance.

Mitigation e We aim to strike a balance between continuity of funding, e Diversification of funding across multiple financial institutions

strategies flexibility and tenure through a mix of short- and long-term

) . . ) Forecasting of interest rate movements and balance the fixed
borrowings in multiple currencies . k .
and variable interest rate components accordingly.
e Diversification of funding sources. . L . .
e  Effective negotiations with banks on interest rate proposals
e The liquidity position of the Group is monitored by the Group provided to the company to obtain most competitive rate.
Treasury function while all liquidity policies and procedures
are subjected to review and approval by the Board of

Directors.

Actively pursue concessionary funding especially for
sustainable / green initiatives.

e Balancing risk return dynamics in the investment of short term
excess cashflows.

Net impact
after mitigation
strategies in the Access Access
. to finance to finance
short, medium and
Iong term Cost of Cost of
capital capital
Financial Financial
position position
Cashflows Cashflows
Financial Financial
performance ‘ performance
5 4 3 -2 -1 5 5 4 3 -2 -1 5

Link to capital = =
O O
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Business risks

Risk R5 CREDIT RISK R6 COMPLIANCE RISK
Description e Impairment of receivables and its implications on financial e Increased regulations and potential risk of non-compliance
performance and cashflows. resulting in legal fees, fines, penalties and reputational
" ) e damage.
e Inability of banks and Financial institutions to repay our
deposits
Mitigation e  Obtained adequate credit insurance or advance payments ¢ Ongoing monitoring of the regulatory landscape for new
strategies from customers who cannot be covered through credit developments and revisions to existing regulations.
insurance. ) . .
e Performing regular risk assessments by the Board and Audit
e Evaluation of the credit worthiness of new customers against committee on a quarterly basis.
the Group's credit policy prior to offering standard payment . . - .
; . e Implementing new policies and procedures in line with new
and delivery terms and conditions. . o
regulations to ensure the adequacy of monitoring.
e Regular monitoring of outstanding customer receivables o . . .
. e  Conducting internal audits and review meetings to assess
by the Senior Management of Haycarb and Hayleys Group . . .
R compliance procedures with current compliance status of the
Management Committee.
company.
e Monitoring the developments in the credit ratings and
assessing the credit risk of the financial institutions where
short-term funds have been invested.
Net impact

after mitigation
strategies in the

Access

Access

o to finance [m— to finance -
short, medium and
long term Cost of - Cost of =
capital capital
Financial — Financial -
position position
Cashflows — Cashflows |
Financial — Financial -
performance performance
5 4 3 2 -1 0 1 2 3 4 5 5 4 3 2 1 0 1 2 3 4 5
Link to capital

)

)
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MANAGING RISKS & OPPORTUNITIES

BUSINESS RISKS

Business risks

Risk R7 CUSTOMER SATISFACTION R8 PRODUCT QUALITY
Description e Dissatisfied customers can lead to customer loss and e Adverse issues regarding product quality can result in
reputational damage. customer dissatisfaction, production delays and increased
costs associated with re-work and reputational damage.
Mitigation e Maintain customer complaint logs to support learning and o  Established robust quality management systems including
strategies prevent the re-occurrence of similar incidents. ISO 9001:2015 Quality Management Systems to ensure
consistent product quality throughout the production process.
o Cont'm'ue'd focus on efficient p'rodu'c‘u?n plannlng and logistics | poioblished clear quality requirements and expectations with
to minimise delays and errors in shipping and delivery. suppliers and monitored performance regularly.
e Conducted regular quality, contamination, environmentaland e  Comprehensive training to employees involved in the
safety audits to identify improvement areas and to minimise production process to ensure quality standards and
possible lapses in systems. procedures are met.
) ) ) o Root cause analysis of quality issues to identify underlying
*  Introduction of new production processes and machinery factors contributing to defects or to avoid the recurrence of
through in-house R&D efforts for increased efficiency similar lsues fin the future.
and Precision Pore Size Distribution (PSD) for different ) L )
licati e Held regular quality, contamination, environmental and safety
appiications. audits to identify further improvement areas and minimise
e Expansion of production capabilities to meet emerging possible lapses in the system.
requirements of customers.
Net impact

after mitigation
strategies in the
short, medium and
long term

Access
to finance

Cost of
capital

Financial
position

Cashflows

Financial
performance

Access
to finance

Cost of
capital

Financial
position

Cashflows

Financial
performance

Link to capital

o 8§ .2
p\ﬁﬁﬁ V5Eis),
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Business risks
Risk R9 GEO-POLITICAL DYNAMICS R10 CYBER SECURITY RISK

Description o Potential implications include loss of revenue from possible e  Potential negative implications arising from cyber threats.
trade sanctions, supply chain disruptions, movement of funds
and exchange rate volatility.

Mitigation e Regular engagement with suppliers and customers to stay up- e  Regular risks assessments to identify potential vulnerabilities,
strategies to-date and pro-actively address new developments. threats and risks to digital assets.
° Diversification of suppliers. ° Formulating IT Security Policies which are consistently

communicated and adhered to by all teams across the Group.

e Increased insurance coverage where required.
. . . . . e  Pro-actively ensure operating systems, software and firmware
e  Effective crisis management and proactive resilience planning. ) .
are up to date with the latest security patches and updates.

e Market diversification
e Regular cyber security training to employees

e Implemented regular data backups and ensured backups were
safely and securely stored off site.

e Implemented continuous monitoring tools and processes to
detect and respond to cyber security threats in real time.

e Maintained annual vulnerability testing for all Haycarb web
sites hosted on dedicated virtual private servers.

e Annual IT audits by a reputed external audit firm.

e Periodic reviews and revisions of the IT policy, information
security policy and NDAs.

Net impact
it i Access Access
after m‘ltlg.atlon to finance [m— to finance —
strategies in the
short, medium and Cost of — Cost of [
long term capi] capital
Financial - Financial —
position position
Cashflows [m— Cashflows —
Financial =1 Financial —
performance performance
5 4 -3 2 -1 0 1 2 3 4 5 5 4 -3 2 -1 0 1 2 3 4 5
Link to capital — 8.2
puﬂn \¥) puﬂn
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MANAGING RISKS & OPPORTUNITIES

' BUSINESS RISKS '

Business risks

Risk R11 INCREASED COMPETITION —
L[]

Description Normalisation of supply chains and improving global macro-

economic environment led to, intensifying competition in the 1000
activated carbon market and impacting top line. 9.00
8.00
e The growing demand for activated carbon products has
intensified competition for raw materials. 700
6.00
Mitigation e R&D investments to innovate new products, improve the z
strategies existing product range and develop innovative solutions that 2 500
address emerging customer needs. & 4.00
. . - 3.00
e Deeper penetration of existing markets through competitive
pricing. 2.00
e Strengthen presence in new markets. 1.00
e Enhanced value added capabilities with emphasis on 0 100 200 300 400 ;5-°° 6.00 700 800 900 10.00
& mpact _—

improving the energy storage carbons product range.

e  Collaborative partnerships with customers to drive innovation
and new product development.

e  Strengthen global supply chains to ensure an uninterrupted

10.00
9.00
8.00
7.00
a 6.00
Net impact .
after mitigation g 500
strategies in the Access 2 400
. to finance
short, medium and 200
long term Cost of
capital 2.00
. . 1.00
Financial
position
0 1.00 200 3.00 400 500 6.00 7.00 800 9.00 10.00
Cashflows < Impact EE——
Financial
performance

Link to capital —
ol
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SUSTAINABILITY RELATED RISKS & OPPORTUNITIES

As stated in SLFRS S1 General Requirements for Disclosure of Sustainability Related Financial Information standard, the Group applied

the disclosure topics in the SASB Chemical Standard in the identification of its sustainability related risks and opportunities. Based on this
assessment, the Group’s sustainability related risks and opportunities, its implications on financial performance and position over the short,
medium and long term and the mitigation strategies we have implemented are presented below.

Sustainability related risks

Risk R12 WORKFORCE HEALTH AND SAFETY R13 WASTE MANAGEMENT
Description e Risk of accidents and injuries within our premises e Risk of non-compliance with waste management regulations
X . in the countries we operate in and associated penalties.
e Work disruption
e Impact on employee well-being
Mitigation o A comprehensive occupational health and safety policy that e Minimise and re-use solid waste generated from production
strategies encompasses all individuals present on all our premises. processes including recycling non-reusable polythene
ackaging and re-suing charcoal packaging received.
o Ongoing health and safety training to all employees and 5 S E & s
periodic evacuation and fire drills. e Installed a bio-gas generating system from organic waste.
o Designated safety officers and emergency response teams at e  Installed a composting facility within the factory premises.
each location. L
e Maintained and expanded effluent treatment plants.
o Equipped first aid centers operated by qualified personnel at
all manufacturing locations.
e Promotion of overall worker health through medical
reimbursement schemes, medical insurance, annual medical
check-ups and weekly visits by a consultant doctor.
Net impact

after mitigation
strategies in the
short, medium and
long term

Access
to finance

Cost of
capital

Financial
position

Cashflows

Financial
performance
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MANAGING RISKS & OPPORTUNITIES

SUSTAINABILITY RELATED RISKS & OPPORTUNITIES

Sustainability related risks

Risk R14 SAFETY AND ENVIRONMENTAL R15 MANAGEMENT OF LEGAL AND REGULATORY
STEWARDSHIP OF CHEMICALS ENVIRONMENT
Description e  Risk of accidents and chemical spills at production facilities. e Risk of non-compliance with environmental and social legal
and regulatory requirements and associated penalties and
reputational damage.
Mit—igat—ion e  Rigorous safety protocols and procedures for handling, e Asenior manager reporting to the Managing Director is tasked
strategies storage and disposal of chemicals. with conducting regular audits with certified external auditors
) o ) ) ) to assess the risk of non-compliance vis-a-vis Company's
e  Comprehensive training to personnel involved in chemical ) . .
) environmental certifications.
handling to ensure competency and awareness of safety
protocols. e Frequent air quality monitoring and emission testing
e Compliance with all relevant regulations and standards * Installation and maintenance of dust extractions.
ertaining to chemical safety and environmental protection.
p & v o e Installation and maintenance of volatile gas burning chamber
e  Established emergency response plans and contingency (VBC)
measures to mitigate the impact of accidents and chemical
<pills & P e Introduced the wet scrubber mechanism to avoid emitting
S acid based fumes in to the environment from the washing
plant operation.
e Investment in R&D for innovative pollution control
technologies.
Net impact
after mitigation
. . A A
strategies in the i = e =
short, medium and
long term Cost of = Cost of !
capital capital
Financial I Financial -
position position
Cashflows — Cashflows |
Fi ial Fi ial
perfolrnrra::r?cae e perfo‘rr:r?;r?cae —
5 4 & 2 1 0 1 2 3 4 5 5 4 3 2 1 0 1 2 3 4 5
Link to capital

&

&
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Sustainability related risks

Risk R16 AIR QUALITY

Description e Risk of non-compliance with regulatory air quality indicators
and associated penalties.

10.00
9.00
8.00
7.00
6.00
>
Z 5.00
2
Mitigation e Installation and maintenance of dust extractions. & 400
strategies . ) : )
€ e Installation and maintenance of volatile gas burning chamber 3.00
(VBC) 2.00
e Introduced the wet scrubber mechanism to avoid emitting 1.00
acid based fumes in to the environment from the washing
. 0 100 200 3.00 400 500 600 7.00 800 9.00 10.00
plant operation. «— Impact _—
e Frequent air quality monitoring and emission testing
e Investment in R&D for innovative pollution control
technologies.
Net impact 10.00
after m}hg?hon o 9.00
strategies in the to finance 800
short, medium and
Cost of 7.00
long term capital
6.00
Financial 2
position 3 500
2
& 4.00
Cashflows
3.00
Financial 2.00
performance .
5 4 3 2 1 0 1 2 3 4 5 1.00

0 1.00 200 3.00 400 500 600 7.00 800 9.00 10.00
& Impact _—

Link to capital %
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MANAGING RISKS & OPPORTUNITIES

SUSTAINABILITY RELATED RISKS & OPPORTUNITIES

Sustainability related opportunities

Risk O1 PRODUCT DESIGN FOR USE PHASE 02 COMMUNITY RELATIONS
EFFICIENCY
Description e Opportunities for products that enhance material efficiency e Opportunity to positively impact the communities we operate

and lower energy consumption.

in.

Mitigation *  R&D investments to innovate new products; improve the
strategies existing product range and develop innovative solutions that
enhance material efficiency and lower energy

e Regular monitoring on market changes to identify and
capitalize on market opportunities

Supporting livelihoods and creating employment opportunities
through local procurement and staffing.

Strict adherence to social and environmental regulations to
minimise adverse impacts on local communities.

Long term focused CSR initiatives that support important
community needs.

e Supporting wellness and educational needs of children.
e Supporting the healthcare system within our communities.

e Donation of dry rations to communities in need.

Continuous engagement with communities.

Net impact
after mitigation
. . Access Access
strategies in the to finance to finance
short, medium and
Cost of Cost of
long term it capital
Financial Financial
position position
Cashflows Cashflows ‘
Financial Financial
performance performance ‘
1
5 4 3 2 -1 5 5 4 3 2 -1 0 1 2 3 4 5
Link to capital 82 &2
(fzh) \EfEh)
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' CLIMATE RELATED RISKS & OPPORTUNITIES
For the identification of its climate related risks and opportunities, the Group applied the disclosure topics in the SASB Chemical standard,
the SLFRS S2 Climate related disclosures industry-based guidance and TCFD guidance. Based on this assessment, the Group'’s sustainability

related risks and opportunities, its implications on financial performance and position over the short, medium and long term and the mitigation
strategies we have implemented are presented below.

Climate Related Risks

Risk R17 GREENHOUSE GAS EMISSIONS R18 ENERGY MANAGEMENT
Description A growing focus on managing GHG emissions is likely to lead e Implications of stricter emission regulations on our energy
to stricter emission regulations. mix.
e Energy security and resilience.
Transition / " "
Physical Transition Transition
Mitigation Proactive measures to minimise reliance on fossil fuel based e  Reduce reliance on fossil fuel based energy sources while
strategies energy sources while investing in renewable energy sources investing in renewable energy sources to enhance energy
(refer Energy Management for more details). security and resilience. Specific strategies in this regard include,
Introduced an additional measure in machinery and o Installation of solar panels at factory premises in Sri Lanka.
equipment procurement where the source of energy and « Innovation of processes to increase energy efficiency and
emission level is considered prior to procurement. reduce energy and oil consumption.
e Harnessed waste heat generated from manufacturing
processes to power the production process.
¢ Increased reliance on biomass as an energy source to dry
activated carbon.
e Commenced installation of floating solar panels in Carbokarn
factory, Thailand.
e Conducted energy management audits to identify opportunities
to reduce energy consumption and minimise waste.
e Installation of solar powered garden / street lights.
e Installation of transparent sheets for roofing to enhance natural
lighting.
Net impact
after mitigation N .
. . Cccess Cccess
strategies in the to finance — to finance [m—
short, medium and
long term Cost of —— Cost of —
capital capital
Financial — Financial ——
position position
Cashflows — Cashflows —
Financial —— Financial =1
performance performance

Link to capital

@

@
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MANAGING RISKS & OPPORTUNITIES

CLIMATE RELATED RISKS & OPPORTUNITIES

Climate Related Risks

Risk R19 WATER MANAGEMENT R20 VAGARIES IN WEATHER PATTERNS
Description e Disruptions to operations due to water scarcity e Implications on supply chain and operational continuity.
e Non-compliance with water quality regulations
Transition / i . i
Physical Physical, Transition Physical
Mitigation » Rainwater harvesting mechanisms in Sri Lanka and Thailand. e Emergency preparedness at manufacturing locations for
i adverse weather events.
strategies e Collection and re-use of condensed steam in the boiler process.
. . o Emergency responsive transport management
e Expanded storm water drainage systems for usage in non-
production activities. e Location wise flood management plans.
e Investment in water re-cycling plants. e Obtaining insurance coverage across the Group.
o  Emphasis on enhancing water intensity. o  Emergency preparedness for health-related issues.
o Frequent testing of water samples to maintain quality o  Weather forecasting to ascertain implications on raw material
parameters in legislative and regulatory standards. availability.
e Installation of sensor/low flow taps for employee water e Supported initiatives focused on increasing coconut
consumption cultivation.
o  Promotion of effective water and waste water management
in Sri Lanka and South East Asia through the Environmental
Engineering Solutions segment.
Net impact
after mitigation
strategies in the Access Access
drei gmedium il to finance I to finance I
Iong term Cost of I Cost of I
capital capital
Financial I Financial .
position position
Cashflows — Cashflows |
Financial —— Financial -
performance performance

Link to capital

@

@
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Climate Related Risks

Risk R21 REGULATION R22 REPUTATION

Description e Increased regulations related to energy management and o Growing stakeholder concerns regarding climate implications
emissions. of the business

Transition / . -

Physical Transition Transition

Mitigation o  Ongoing engagement with regulators and policymakers to stay e  Communicated the Group’s commitment to sustainability and

strategies abreast of policy changes. efforts to mitigate environmental impacts to stakeholders

e Maintained robust policies and controls and conducted regular e A O ARG | G eE e A
risk assessments to ensure compliance with all regulatory e Deeper integration of ESG factors into corporate decision-
requirements. making processes and business strategies

s Transparent reporting of environmental metrics and mitigation e Voluntarily aligned corporate reporting with numerous
strategies. sustainability related frameworks

o Investin legal and regulatory expertise to ensure compliance e Strengthened corporate governance practices and ensure
with evolving environmental regulations board oversight on ESG related activities.

o Continuous improvement and innovation to stay ahead of »  Adhered with corporate strategies and goals set in Activate
regulatory requirements and market expectations related to which is in-line with global climate targets and provide
carbon emissions and environmental sustainability. regular updates to shareholders/customers through different

platforms such as social media.
Net impact

after mitigation
strategies in the
short, medium and
long term

Access Access

to finance — to finance —
Cost of —— Cost of I
capital capital
Financial | Financial |
position position
Cashflows — Cashflows —
Financial Financial
|
performance e performance
5 4 3 -2 -1 0 1 2 3 4 5 5 4 -3 2 -1 0 1 2 3 4 5

Link to capital

& & &
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MANAGING RISKS & OPPORTUNITIES

CLIMATE RELATED RISKS & OPPORTUNITIES

Climate Related Opportunities

Opportunity O3 AIR PURIFICATION O4 ENERGY STORAGE CARBONS
Description e  Opportunities stemming from increasingly stringent o  Opportunities stemming from the increased need for energy
regulations on the air quality emitted from industrial activity. storage solutions to support the adoption of renewable
energy sources.
Strategies to e Regular monitoring of customer requirements, market e Regular monitoring of customer requirements, market &
capitalise on & regulatory changes and invest in R&D and product regulatory changes

opportunities

development to leverage Haycarb's expertise to develop
products for emerging requirements

Participating in related marketing exhibitions to showcase
Haycarb’s new and existing product developments to cater to
air quality improvements

Participating in related marketing exhibitions to showcase
Haycarb’s new and existing product developments that is
applicable as energy storage solutions

Improving customer reach through digital media and focus on
strategic customers through focused marketing initiatives

Continual investment in technology, manufacturing capacity
and resources (know-how) to stay abreast of the market and
product technology developments

Net impact

after mitigation
strategies in the
short, medium and
long term

Access
to finance

Cost of
capital

Financial
position

Cashflows

Financial
performance

Access
to finance

Cost of
capital

Financial
position

Cashflows

Financial
performance

Link to capital

G SN
gl i
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Climate Related Opportunities

||

Opportunity O5 WATER PURIFICATION
Description e Opportunities stemming from increasingly stringent
regulations on the water quality released from industrial
activity.
Strategies to e Regular monitoring of customer requirements, market &
capitalise on regulatory changes
pEEnaEs e  Participating in related marketing exhibitions to showcase
Haycarb's new and existing product developments to cater to
water purification improvements
e Continuous investment in R&D for improved activated carbon
products for water purification applications.,
e Expand geographical presence to increase customer reach
through our environmental engineering arm
Net impact

after mitigation
strategies in the
short, medium and
long term

Access
to finance

Cost of
capital

Financial
position

Cashflows

Financial
performance

Link to capital

10.00
9.00

8.00

3.00

2.00

1.00
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DETERMINING MATERIAL ISSUES (s:z

We consider material topics as those that future oriented perspectives enabling us topics is guided by the Hayleys Group
impact our ability to create value over the to evaluate the value generated during the Material Assessment process and is carried
short, medium, and long term. We adopt a year under review as well as the strategies out as described below.

formal approach to determining materiality necessary to enhance value going forward.

which encompasses both retrospective and Our approach to determining material

ESTABLISH PROCESS PARAMETERS

An extensive list of over 50 potential material issues were assessed of emerging risks and opportunities in the internal and external
landscape, developments in corporate reporting frameworks, and other relevant factors.

FILTERING

*

A double materiality assessment was used taking into consideration the relative importance of topics to stakeholders and the environment
and their importance to the organisation. The filters considered are given below.

. Filters Considered '

Organisational Materiality Impact Materiality
e Financial impact o  Externalities o  Customers e Business partners
e Innovation opportunity e Strategic link o Employees o  Government
e Reputation o Risk o Shareholders o  Community
o Suppliers e  Environmental impact

EVALUATE THE IMPORTANCE OF RELEVANT MATTERS

The results derived following the completion of the scoring, were reviewed, analysed and challenged through internal dialogue until
consensus was reached.

The assessment was carried out by the Management and approved by the Board of Directors.

DETERMINING DISCLOSURES

S

The list of material topics for the year under review were determined.
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Material topic | Link to Impacts Movement Relevant GRI / SASB standard

risk and in materiality | Strategy Capitals |/ SDG
opportunities " " compared to
(Page 66 to 83) 5 £ .g < *S‘ g last year
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DETERMINING MATERIALITY

Material topic | Link to Impacts Movement Relevant GRI / SASB standard
risk and in materiality Strategy Capitals / SDG
opportunities " " compared to
(Page 66 to 83) 4 s £ E + | lastyear
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Movement Relevant GRI / SASB standard

Material topic | Link to Impacts

risk and in materiality | Strategy Capitals | /SDG
opportunities " " compared to
(Page 66 to 83) LlE£Ec|£¢E + | lastyear
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FUTURE OUTLOOK

GLOBAL OUTLOOK COUNTRY OUTLOOK

» The IMF expects global economic growth to e SriLanka - The CBSL projects economic growth to improve
maintain its momentum of 2023, into 2024 and to 3% while the World Bank has revised its forecast upward to
2025 with a projected growth rate of 3.2% in 2.2% for 2024. Continued commitment to ongoing reforms and
both years. economic adjustments under the EFF programme of the IMF is

expected to lead to greater macro-economic stability and support

e Economic growth in advanced economies sieee-amat @t acess 2l saciers

is expected to rise slightly to 1.7% in 2024

and 1.8% in 2025 with stronger economic e Thailand - While economic growth in 2023 was relatively
performance in the USA expected to offset subdued at an estimated 1.9%, the IMF projects growth to
downward momentum in the Euro area. increase to 2.7% and 2.9% respectively in 2024 and 2025.

e Emerging market and developing economies are ¢ Indonesia - The strong economic performance of 2023 is
projected to demonstrate a stable growth at 4.2% expected to continue into 2024 and 2025 with IMF projecting
in both 2024 and 2025. economic growth rates of 5.0% and 5.1% respectively.

INDUSTRY OUTLOOK
o The global activated carbon market is estimated to grow at a 4% to
* 9% CAGR to 2030.
’ e Growth is expected to stem from a wide range of applications

underpinned by more stringent environmental regulations, global
efforts towards de-carbonisation and increased need for pure and
safe potable water.

e Theindustry is intensely competitive with a few major players
holding a significant market share.

e The Asia Pacific region continued to dominate the market given easy
access to coconut shells and strong demand from China and India.

o The USA and Europe also offer growth opportunities given more
stringent environmental regulations regarding industrial wastewater
disposal, and gas emissions.

HAYCARB PLANS

» Strategic emphasis on developing the energy storage carbon « Propagate environmentally and socially sound business
product range to meet emerging needs, value added high practices across the value chain while striving to achieve
performing water and air purification products such as the goals set out in our ESG Roadmap 2030.

activated carbon for removal of PFOA, PFAS, MCA, VOC and

high activity carbon products. s Robust risk management to weather macro-economic

uncertainties.
» Strengthen market position by deeper penetration of existing

markets and expanding presence in new markets. » Continue ongoing efforts to enhance process and

operational efficiencies.

« Advance our greenfield investment in the Philippines.
» Explore new opportunities in local infrastructure projects,

« Collaborative partnerships with customers, suppliers, and trading activities and Operation and Maintenance
business partners to create shared value. services in Sri Lanka, Maldives and the region

Further information on the future outlook is presented in the following sections: Each capitals section, strategy and resources allocation and risks and opportunities
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ACTIVATE - ESG ROADMAP 2030

IN PURSUIT OF A MORE SUSTAINABLE FUTURE

Launched in August 2023, our ESG
Roadmap, Activate, clearly articulates

our commitment to embedding ESG

drivers across all aspects of our strategy

and operations as we seek to effectively
respond to shifting risk landscapes and
forge new decision-making norms that
appropriately value nature and society. It
details our 2030 ESG aspirations and a clear

roadmap towards delivering these goals
through collective action. Activate centres
on five action pillars (as shown below)
which details the Group’s commitment

to the environment, its customers, the
communities it operates in and its product
value proposition. The Conscious Core of
Activate represents its central focus on
governance and the role played by robust

Engaged Team

and responsive governance practices in
driving the Group’s ESG agenda. As part
of the Hayleys Group, Haycarb's ESG
Roadmap is broadly aligned to that of
its parent entity’s ESG aspirations - the
Hayleys Lifecode - which outlines the
Hayleys Group’s 2030 ESG goals and its
roadmap to achieving them.

Health and Safety

Training and Education

Water ¢«——————

Water & Effluents %.

Materials <——@

Energy & Emissions <—— .-

Best Practices along
the Supply Chain

Customer Satisfaction

Community Empowerment

Sustainable Innovation

Product and Process
Certification

Responsible Packaging

Restore ' Inspire ' Excite Uplift Innovate
We We We We We
restore the natural inspire our teams to aim to excite our uplift our innovate products

world by transforming
our relationship

with nature, using
sustainable practices
in our manufacturing
process and by
supporting projects
that protect and
restore ecosystems.

drive positive and
meaningful change
by providing them
with the resources,
training and support

they need to succeed.

We also create a
culture of innovation
and collaboration
that encourages our
employees to think
outside the box and
to come up with
new ways to make a
difference.
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customers by
guaranteeing their
satisfaction through
the provision of
unique products and
excellent service.
Our goal is to create
a positive and
memorable customer
experience that
leaves them wanting
to come back for
more.

communities and
suppliers by working
with them to develop
meaningful and
impactful projects.
We believe that by
empowering micro,
small and medium
enterprises, and
entrepreneurs, we
can create a more
sustainable and
equitable supply
chain. We also
support a variety of
local organisations
that are working to
improve the lives
of people in the
communities where
we operate.

and services by
investing in research
and development, by
developing new and
innovative products
and by using cutting-
edge technology

to improve our
manufacturing

and management
processes. We are
committed to being
at the forefront

of innovation in

the coconut shell
activated carbon
industry and we
believe that our
products and services
have the potential

to make a positive
impact on the world.
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STEWARDSHIP OF ACTIVATE
Board of Directors e Asthe apex decision making authority of the Group, the Board is directly responsible for
formulating and driving the Group’s ESG Roadmap.
D 4 » The Board includes an Executive Director who is responsible for overseeing the
) ) implementation of Activate including identifying and effectively responding to the Group’s ESG
ESG Steering Committee related risks and opportunities. This Director is also tasked with ensuring that aspirations of
Activate are integrated into the Group's strategy and decision making across functions.
v e The ESG Steering Committee was established to drive the formulation and implementation of
Deputy Managing Director Activate.
oversees theForporate e The Committee is led by the Managing Director and comprises representatives from diverse
Sustainability and functions including HR, Finance, Marketing and Sales, Business Development, Procurement,

ESG Department R&D, Manufacturing and Environmental Engineering. The Committee provides oversight over

v the Group’s ESG strategy, policies, risks, opportunities, initiatives, and external commitments.

e The Corporate Sustainability and ESG Department is responsible for actioning Activate in
Corporate Sustainability and collaboration with relevant sustainability champions in all locations.

ESG Department

B Oversight from Hayleys PLC

*

POLICY ARCHITECTURE

Haycarb has formulated many policies for ESG factors which entail significant risk, are a strategic area of focus and /or is a criterion for
success in accessing markets. Other areas are governed by the policies of the Hayleys Lifecode, which serve as the minimum standard
across all entities of the Hayleys Group. The policy architecture of Activate is given below.

Social Governance

Haycarb policies

» Material and waste management policy Human Resource policies e Board and Sub-Committee
o Energy and emission management o Recruitment and selection procedure Charters
policy s Disciplinary policy » Information technology (IT) policy
« Water management policy e Salaries and benefits policy « Information security policy
e Environmental policy e Fit for work policy e Vendor and third-party
¢ No harassment and abuse policy management policy
» Anti-discrimination policy » Innovation policy

* No child labour policy
* No forced labour policy
e Health and safety policy

Policies related to other stakeholders
e Customer management policy
e Procurement policy

Hayleys Lifecode policies

e Biodiversity policy Human Resource policies » Stakeholder engagement policy
e Chemical management policy * Grievance handling policy

* Learning and development policy

* Talent management and succession planning policy

*  Performance management policy

*  Human rights policy

*  Whistle-blower policy

CSR policy
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ACTIVATE - IN PURSUIT OF AMORE
SUSTAINABLE FUTURE

OUR SUSTAINABILITY TARGETS

Our sustainability targets for 2030 are
given alongside. We track progress against
internal goals and targets on a quarterly

With boundless basis.
energy and
unwavering
determination, we
have embraced
the possibilities
that lie ahead,
remaining
steadfast in our
commitment to
creating a more
sustainable

and healthier
planet.

The Haycarb Group's ESG related data
is consolidated within the Haycarb
Corporate Sustainability and ESG Division

FyEr
Ly r"'t
o 4 .r"

GOOD HEALTH
AND WELL-BEING

LINKTO SDGS

MORE INFORMATION

and performance is reported to the
Haycarb Management team, ESG Steering
Committee and ultimately the Board of
Directors, on a quarterly basis. ESG related
performance is also reported to the Hayleys
Group ESG Steering Committee and the
Hayleys Group Management Committee.

4 r:.
-i A ﬁl Eﬂ

5 GENDER 6 GLEAN WATER 8 DEGENT WORK AND
EQUALITY AND SANITATION ECONOMIC GROWTH

10 REDUGED 1 RESPONSIBLE
INEQUALITIES CONSUMPTION
ANDPRODUCTION
G QO
—

*

ACTIVATE
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Increase - ¢ Decrease - + Achieved - [&| On track - IZ[ Missed -

Key performance indicator Source Baseline 2023/24 2025 2028

of metric | (2022/23) Progress made ontaey Target | Target

used Achieved
/ Missed

Waste and effluents

Reduction of solid waste

e (M e R, M reverve) GRI 0.11 0.12 (+16%) ¥4% +10% +15%
Reduction of wastewater
generation (M3 per Rs. Mn GRI 3.66 6.22 (+70%) ¥28% ¥7% +10%
revenue)
Materials
Use of sustainable packaging for GRI Purchased Purchased only 619,00
packaging 1,000,000 Nos leno sack during this IZ 7% 21% 25%
Nos Leno period - reduction mainly
sacks for due to increase in usage*
charcoal of bulk bags (BB's) for
intake charcoal intake.
*01 bulk bag reused at
least 5 times for charcoal
packaging
*01 leno sack reused at
least 2 times for charcoal
packaging
Water
(SL”if:js'fgg('; R SRLTE GRI - 45,839 (6%) M 28% 7% 10%
Water usage dedicate to reuse
and recycling sustainable practices  GRI - 12,318 (2%) IZ[ 4% 10% 15%
(Litres'000)
Reduction in Group water intensity GRI 10.66 16.97 (459%) +8% $20%  $30%
(m3 per Rs. Mn revenue) ’ ’ =
Energy and emissions
Increase in renewable energy use
- as a % of total non renewable GRI 5,390 5,915 (2.4%) 14% 35% 50%
energy consumption (GJ)
Increase biofuels utilisation (GJ) GR Assessment ) ) ) )
in progress
EE?EZUQE n energyintensitySl - gr 19.81 26.24 (+32%) $28% 7%  $10%
Ensuring science-based target
approach to reduce carbon Non-GRI - = IZ = = =
footprint per revenue
Zﬁﬁ;jgss ('t”CéCZZf Land2 GRI 25,952 24,388 (¥6%) M 7% $175% 425%
Maintain mapping of all the direct Direct and
and indirect GHG emissions of the indirect Direct and indirect
sector GRI emissions emissions are being IZ[ 100%  100% 100%
calculated calculated annually.
annually.
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ACTIVATE - IN PURSUIT OF AMORE
SUSTAINABLE FUTURE

Key performance indicator Source Baseline 2023/24 2025 2028 2030

of metric | (2022/23) Progress made oy Target |Target | Target

used Achieved
/ Missed

Engaged team

Maximum attrition rate (%) GRI 5% 8% 5% 5% 5%

Coverage of permanent employee

. GRI 100% 100%
performance appraisals (%)

100%  100% 100%

Training and development

Mapping of all training Non-GRI' 100% 100%
requirements across the Group (%)

100%  100% 100%

Average hours of training per GRI 9 hrs 12.1 hrs 17 hrs 29 hrs 40 hrs

K| &l

[ employee per annum
§ Health and safety
- Zero fatalities and reduce SASB RIR - 1.8 RIR - 1.58 1.5 1 0
2
work related injuries across all
manufacturing facilities. LTIF - 0.9 LTIF - 1.53 1 1 <1
e Reduce recordable incident rate }
e Lost time injuries frequency rate
Mandatory health screening forall ~ Non-GRI - Periodic health checks ) _ .
employees conducted to identify any F
Ensure annual ‘Haycarb Health health issues early on.
Plan’ conducted for all executives
(>40 years age) considered at risk.
Customer management
Target customer satisfaction score GRI 85% >90% 290%  >90% ~90%
(%)
Increase in global market share (%)  GRI 16% Parallel with the market IZ = = 1%
2 growth of its volume,
I_“ﬁ’ we will continue to grow
ourselves to meet the
growing demand while
ensuring market share
while focusing on further
expansion possibilities
Community development
Increase in CSR beneficiaries (Nos)  GRI >100,000 >105,000 (4 5%) IZ[ 4+14% 4+35% 14+50%
Supplier value creation
£ Use of green charcoal as raw GRI 42% 40% 52% 67% >75%
g. material in all manufacturing -

locations (%)

Supplier assessments of all GRI 5% 8% IZ 15% 30% 40%
suppliers on their environmental

and social standards and

contributions (%)
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Innovate

Key performance indicator

Product and process certifications
(Nos)

Source
of metric
used

Non-GRI
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Baseline 2023/24 2025 |[2028 2030

(2022/23)

On track / Target | Target Target

Achieved
/ Missed

Progress made

All mandatory Refer page 138 to 139 - - -
and under intellectual capital A

strategically

important

certifications

obtained

Sustainable innovation (Rs.Mn)

Non-GRI

Continuous Refer page 170 to 176 = = =
efforts to under manufactured A

carryout capital

initiatives

relating to

sustainable

innovation
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CONSOLIDATED STATEMENT ON
ESG PERFORMANCE

Environmental Performance

Resources
Total energy consumption for operations GJ 1,132,964 1,207,440
Non- renewable energy GJ 247,352 265,139
LPG GJ 34,207 32,865
Electricity GJ 113,477 112,045
Diesel GJ 33,449 59,995
Furnace Ol GJ 65,923 59,915
Others GJ 296 319
Self-generated energy GJ 885,612 942301
Electricity generated & supplied to national grid GJ 2,889 3,656
Out of total electricity consumed % 2.5% 3.3%
Energy intensity (energy per revenue) GJ/Rs. Mn 26.24 19.81
Water consumption/ withdrawal for operations m?* 732,634 649,683
Water intensity (water withdrawal per revenue) m*/Rs. Mn 16.97 10.66
Renewable raw material consumption Mt 152,221 158,885
Coconut shells Mt 50,468 46,592
Coconut shell charcoal Mt 101,753 112,293
Waste
Solid waste Mt 5,403 6,589
Total solid non-hazardous waste Mt 5,402 6,589
Total solid hazardous waste disposed Mt 1.2 -
Solid waste generated per revenue Mt/Rs. Mn 0.12 0.11
Percentage of hazardous waste shipped internationally % = =
Waste water treated through internal treatment plants in factories Liters '000 241,465 196,918
Total wastewater discharged m® 269,079 223,171
Water discharged per revenue m*/Rs. Mn 6.22 3.66
Emission
Carbon emitted for operations tCO2e 26,696 28,396
Scope 1 emission tCO2e 10,903 12,622
Scope 2 emission tCO2e 13,485 13,330
Scope 3 emission tCO2e 2,308 2,444
Biogenic emission tCO2e 48,658 41,305
Emission intensity
Per revenue Mn tCO2e/Rs Mn 0.56 0.43
Per Mt of made activated carbon tCO2e/Mt 0.51 0.53
Trees Planted No. >25,000 >500
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Social Performance

People & Employees

Total employees No. 1,933 1,880
Activated carbon segment No 1,835 1,768
Environmental engineering solutions segment No 98 112

Employee turnover No. 227 178
Local No 166 128
Overseas No 61 50

Female employees as a percentage of total employees % 14% 14%

Female employees in decision-making roles % 27% 21%

Total training hours No. 23,352 16,800

Average training hours per employee No. 12.1 8.9
Male No 12.2 8.2
Female No 11.5 13.3

New Recruits No. 280 290
Local No 194 142
Overseas No 86 148

Investments in training & development Rs. Mn 11.32 7.35

Total number of injuries No. 32 30
Fatal No 0 0
Occupational No 32 30

Lost working days No. 226.0 112.5

Health and safety training hours No. 7,404 4,980

Promotions No. 28 40

Apprenticeships provided for technical education No. 18 14

Profit per employee Rs. Mn 2.2 3.5

Revenue per employee Rs. Mn 22.4 32.4

Value added per employee Rs. Mn 7.3 9.5

Customers

Customer Satisfaction Index % >90 >85
Activated carbon segment % >90 >85
Environmental engineering solutions segment % >90 >85

New customer acquired No. 34 53

New products developed No. 14 16

Revenue generated from new products Rs. Mn 479 3,390

Products in pipeline No. 7 4

Revenue generated Rs. Mn 43,179 60,943

Investment in research & development Rs. Mn 231 187
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CONSOLIDATED STATEMENT ON
ESG PERFORMANCE

Suppliers and Business Partners

Total number of Suppliers No. 850 832
Coconut shells & charcoal suppliers No 637 570
Other materials & service suppliers No 213 262

SME Suppliers No. 555 504

New coconut shells & charcoal suppliers added during the year No. 172 242

Payments to suppliers Rs. Mn 18,303 23,730
Coconut shells & charcoal suppliers Rs. Mn 12,828 17,613
Other materials & service suppliers Rs. Mn 5,475 6,117

Proportion of spending on local suppliers % 87 88

Investment in supplier development Rs. Mn 2.5 6

Community Engagement

Investment in CSR Rs. Mn 40.8 40
Beneficiaries of CSR No. >105,000 >100,000
Taxes to Government Rs. Mn 2,834 3,954
Sri Lanka Rs. Mn 1,206 1,756
Overseas Rs. Mn 1,627 2,198

Governance Performance

Values and Ethics

Employees trained on Hayleys/ Haycarb code of business conduct No. 222 39

Whistle-blower cases reported and solved No. 0 0

Management Systems

Total audits conducted on management systems No. 59 55
Internal Audits No 52 48
External Audits No 7 7

Significant non-compliances reported in management systems No. 0 0

Occasions the sustainability committee met No. 4 4

New certifications No. 2 1

Data Privacy and Security

Employees trained on data privacy No. 73 35
Other

Human rights violations No. 0 0
Anti-corruption incidents No. 0 0
Instances of socio-economic non-compliance No. 0 0
Instances of environmental non-compliance No. 0 0
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UPLIFTING OUR COMMUNITIES sz (messsss

The Group launched a multitude
of CSR initiatives centred on
addressing the most urgent

needs of the communities it
operates in. Key highlights for Rs 40

the year are given below.

e

8w >16,600

invested in CSR employee
initiatives in 2023/24 volunteer hours

SRI LANKA

> 105,000

Beneficiaries in Sri Lanka,
Thailand and Indonesia

*

Shaping the next generation

Responding to the needs of our

Investments in environment and

' through education ' ' communities ' ' biodiversity projects '

Rs. 7.8 Mn spent on the provision of
mid-day meals to > 800 students in
13 schools

Rs. 7.5 Mn worth schoolbooks
donated to school children living in
proximity to our operations in Sri
Lanka

Rs. 3.7 Mn spent on the distribution
of the laptops for university students
in 9 government universities

Rs. 1.6 Mn spent on donations of
school supplies to students, donations
to universities

Rs. 6.1 Mn spent on renovation, ©
provision of medical equipment

and distribution of medicine to the

healthcare sector of Sri Lanka

Rs. 4.1 Mn of maintenance cost spent
on Puritas - Sathdiyawara water
purification projects

Rs. 2.1 Mn donated for other welfare
activities

Rs. 1.9 Mn spent on tree planting
projects in Jaffna and Madampe

Rs. 1.3 Mn spent on sea turtle
conservation

Rs. 0.3 Mn spent on the beach
cleanup programme conducted in the
Negombo coastline
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UPLIFTING OUR COMMUNITIES

INDONESIA

—

e Investment: Rs. 1.6 Mn

e No. of beneficiaries: > 1,300

e Donations in support of environmental initiatives and the distribution of dry ration packs to community.

THAILAND

—

e No. of beneficiaries - > 1,500

e Investment: Rs. 2.5 Mn

» Donations to schools and environmental initiatives in the regions we operate in.

100 | Haycarb PLC | Annual Report 2023/24



Diligence in
Capital Management

NURTURING OUR RESOURCES
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Sa] FINANCIAL CAPITAL)

Haycarb Group reported a
revenue of Rs. 43.2 billion and
net profit of Rs. 4.3 billion,
proving its resilience in the
face of volatility in markets and

operating environment closing
the year with a strong balance
sheet, giving the Company the
strength to launch its future
growth trajectory.

€& ol
.60 7.8% .227. .12.6 16.8%

Dividends per Dividends Market capitalization Earnings Return
share yield as at 31st March 2024 per share on equity

REVENUE

Total group revenue declined by 29% to Rs. 43.2 billion. The main
reasons are price reductions offered to customers due to the decline
in raw material cost and easing of global supply chain disruptions and
related costs including normalization of freight cost. Appreciation of

LINK WITH MATERIAL TOPICS:
M5, M13

LINK WITH KEY RISKS AND OPPORTUNITIES /

SRROS / CRROS LKR against USD also resulted in decline in LKR reported activated

R2, R3, R4, R5, R6, R9, R15 carbon revenue. Inspite of moderation of demand in traditional
markets, business development and marketing initiatives to penetrate

ALIGNMENT WITH STRATEGIC PRIORITIES and expand markets, ensured a moderate decline in sales volume by

4%. Activated carbon segment revenue of Rs. 41.7 billion, represents
96% of Group revenue.

&P

Meanwhile, the Environmental Engineering Solutions segment
revenue increased 17% to Rs. 1.52 billion during the year, reflective
of our efforts to re-organise and re-position the segment for growth

(GOSN S pe as macro-economic conditions gradually improved in Sri Lanka and
) et easing of pandemic related restrictions which facilitated re-entry to
/\/' the Maldives market.
o
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Revenue

(Rs Mn)
70,000

60,000
50,000
40,000
30,000
20,000

10,000

0
2019/20 2020/21 2021/22 2022/23 2023/24

m Revenue

Overhead Expenses

(Rs Mn)
7,000

6,000
5,000
4,000
3,000
2,000

1,000

| | | | | I [ |
2019/20 2020/21 2021/22 2022/23 2023/24
Administrative expenses
M Selling and distribution expenses

Asset Composition

% 2024
3%

27%
4%
13%  25%
2023
35% 18% — 1%
(o)
17% 6%

17%
PPE Inventories

M Right-of-use assets M Cash in hand and at bank
Other non-current assets [ Other current assets

M Trade and other receivables
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Revenue generated by geographic region

(%)
120
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|
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2019/20 2020/21 2021/22 2022/23 2023/24

USA B Srilanka
Australia

M Europe
Other asian countries

GROSS PROFIT

Consolidated gross profit declined by a
more moderate 11% to Rs. 13.3 billion
during the year supported by stable raw
material prices, well managed cost base,
lean initiatives, decreased freight rates

for imports and reduction of low margin
non-core business segments. This led to
improvement in the Group's gross profit
margin to 31% in 2023/24. Ongoing efforts
to continuously improve the efficiency
and productivity of our processes while
minimising waste led to cost savings of Rs.
148million during the year.

OVERHEAD EXPENSES

The Administration, selling and distribution
expenses increased by only 2% in
consolidated income statement due to
the impact of appreciation of Sri Lankan
Rupees against reporting currency of
subsidiaries which partly negates the
increase of overhead cost. The increase

in remuneration and employee related
cost resulted in increase of administration
expenses.

NET FINANCE COST

Net interest cost reduced by 88% to Rs.
160.7million due to the lower working
capital needs, reduction in interest rates and
prudent loan portfolio management within
the group. Net exchange loss increased by

Profitability

(Rs Mn)
16,000

14,000
12,000
10,000

8,000

6,000

4,000

2,000 I I
0

2019/20 2020/21 2021/22 2022/23 2023/24

Gross profit B Operating profit

124% to Rs. 306.2 million mainly due to
the significant net exchange gain reported
in 2022/23. Consequently the overall

net finance costs rose to Rs.399.1 million
during the year from Rs. 18.7 million the
previous year.

The cumulative share of profits from equity-
accounted investees was a negative of Rs.
8.8 million during the year was due to the
share of loss attributable from Lakdiyatha
(Pvt) Ltd of Rs. 15 million.

PROFITABILITY [GRI207-1 104

Underpinned by the decline in revenue,
consolidated operating profit declined

by 21% to Rs. 6.5 billion during the year.
Overall, consolidated pre-tax profits
declined by 26% to Rs. 6.1 billion in
2023/24. The Activated Carbon segment
continued to dominate accounting for 99%
of pre-tax profits, while the Environmental
Engineering Solutions segment performance
returned to profitability of Rs. 56 million
compared to the loss of Rs. 244 million the
previous year.

The Group’s tax expense increased by 3%
to Rs. 1.81 billion reflective of the increase
in the effective tax rate to 30% . Overall,
the Group’s profit after tax declined by 34%
to Rs. 4.31 billion. The Group’s tax strategy
is directed by its Board of Directors and
Audit Committee and implemented by the
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FINANCIAL CAPITAL

CFO and the finance team. Compliance
with tax regulations is monitored on an
ongoing basis by the Internal Audit team
with independent evaluation carried out by
the external auditors at the end of the fiscal
year. The responsibility of liaising with the
tax authorities and filing of tax returns with
the respective departments of the Inland
Revenue lies with the CFO. Haycarb was in
adherence with all tax regulations of each
country of operation and no incidents of
noncompliance were reported during the
year.

CASHFLOW

Net cashflows from operating activities
declined to Rs. 7.9 billion from Rs. 10.1
billion the previous year due to decline

in performance which was cushioned by
reduction in working capital, lower interest
cost and tax payments. Net cashflows
from investing activities amounted to
negative Rs. 1.7 billion reflective of

capital expenditure of Rs. 2.1 billion to
enhance capacity and future focus on its
manufactured capital. Net cashflows from
financing activities Haycarb’s cash and
cash equivalents expanded to a positive of
Rs. 2.9 billion compared with negative Rs.
1.5 billion as at 31/3/2023 after financing
activities which include dividend of Rs. 1.9
billion to shareholders.

ASSET STRENGTH

The Group'’s asset base remained relatively
stable at Rs. 40.2 billion as at end-March
2024 as the 8% expansion in non-current
assets was offset by the 3% contraction in
current assets. The expansion in the non-
current asset base was driven by capital
expenditure of Rs. 2.1 billion, as the Group
future focused its manufactured capital
through investments to enhance post
activation and value addition capabilities
and solar power generation. investments in
inventory declined by 17% while trade and
other receivables remained relatively stable
and trade payables increased by 13.5%
compared with the previous year.

FUNDING PROFILE

The Group's funding profile remained strong
with a gearing ratio of 18.4% as at end-
March 2024 (end-March 2023: 25.1%).

The Group's total equity increased by 2%
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Sankey diagram on the income statement

Cost of
Sales: Rs. 29.9 Bn

Revenue: Rs. 43.2 Bn

Gross
Profit: Rs. 13.3 Bn

Other Income: Rs. 0.2 Bn

Net Finance Cost: Rs. 0.4 Bn

Tax: Rs. 1.8 Bn

Operating

Profit: Rs. 6.5 Bn Net Profit: Rs 4.3 Bn .

Operating
Expenses: Rs. 7.0 Bn

Administrative
expenses: Rs. 6.6 Bn

Selling and distribution
expenses: Rs. 0.4 Bn s

to Rs. 25.7 billion as at end-March 2024
of business performance. Meanwhile, long
term borrowings (including non-current
lease liabilities) rose by 93.5% to Rs.

670 million as the Group relied partly on
borrowings to fund capital investments. In
contrast, short term borrowings declined
38.7% to Rs. 4.21 billion reflective of
reduced working capital needs.

SHAREHOLDER RETURNS

Earnings per share declined by 36% to
Rs. 12.60 in 2023/24 while ROE declined
to 16.8% during the year from 26% the
previous year. However, net assets per
share improved to Rs. 77.09 as at end-

March 2024 (end-March 2023: Rs. 74.52).

The total dividend per share amounted
to Rs. 6 for the financial year 2023/24
compared with Rs. 5.65 in 2022/283.

Funding Profile

[
% 2024

14%

10% ' 10%
0% 64%

2023 3%
17%

10% 1%
INE

2%

Shareholders' funds
M Long term borrowings
Short term borrowings

B Trade payables
Other liabilities
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BUSINESS CASE

—

Market leadership
position

We are a leader in
the coconut shell
activated carbon

market with a global
market share of 16%.

&

Global presence

Our operations are
spread across 7
countries including 7
manufacturing plants
in Sri Lanka, Thailand
and Indonesia and
marketing offices in
UK, Germany, USA
and Australia and a
distributor network
spread globally.

‘ DuPont Analysis (Rs. '000) '

Return on Equity
16.8%

—

ey
Return on Assets
10.7% X
—

ey
Ownership
63.9%

b=l
o

Capacity to innovate
with state-of-the-
art machinery and
equipment

State of the art
manufacturing
facilities and

strong research

and development
capabilities to develop
new products that
fulfill emerging needs.
A product portfolio of
>1,500 products.

Net Profit Margin
10.0%

1.07

Equity
25,697,848

40,214,250

Capable team and
strategic
partnerships

Our business success
is underpinned by

an empowered

and highly skilled
team, long-

standing customer
relationships,
mutually beneficial
partnerships with
business partners and
suppliers.

Net profit
4,305,629

Revenue
43,179,205

Asset Turnover =

Total Assets
40,214,250 +

Total Liability
14,516,402 +

Total Assets _I_

Equity
25,697,848
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Responsible
business practices
and sustainability

A holistic ESG
framework integrated
into strategy
formulation.

Revenue
43,179,205

Total Cost
38,873,576

Current Asset
26,428,553

Non Current Asset

13,785,697

Current Liability
11,916,711

Non Current
Liability
2,599,691




€Y NATURAL CAPITAL)

Haycarb's approach

to managing its

natural capital and the
associated sustainability

and climate related
risks and opportunities
aligns with its

strategic emphasis on
sustainability

' OUR NATURAL CAPITAL
590
g
oT3 o

INPUTS IN 2023/24
Raw material consumption

OUTPUTS IN 2023/24
Total carbon footprint

Coconut shells 26,696 tCOe

50,468 Mt Emission intensity

Coconut shell charcoal 0.56 tCO,e/per revenue
Rs. Mn

101,753 Mt
Energy intensity

Energy consumption 26.24 GJ/ per revenue

1,132,964 GJ Rs. Mn
Water consumption Water intensity
732,634 m? 16.97 m®/ per revenue
Rs. Mn
Effluents
269,079 m?

Solid waste generation
5,403 Mt
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FOCAL AREAS IN 2023/24

*

Sustainable E% Managing
water = emissions and
management i

Q(Dg@
? building climate
' ‘resilience

O

—

Addressing Establishment
risks and of sustainability
opportunities related
in raw material ~ %) governance
sourcing @J framework
Energy Waste
management management

Rs. 1,237.5 Mn investment for the promotion of
sustainable environmental practices.
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VALUE CREATED IN 2023/24

S

A key strategic intervention is Formulating Activate,
our ESG Road map with target reductions by 2030
embedding our environmental, social and governance
targets to business strategy and decision making.

Strategic management of climate related physical and
transitional risks and building climate resilience through
the assessment of different climate scenarios.

Installation of solar panels at Badalgama & Madampe
factories in Sri Lanka will lead to increase renewable
energy (electricity) reliance by 14%

Pursued multiple strategies including to strengthen
supply chain resilience and ensure an uninterrupted
supply of raw materials. Ongoing emphasis on
promoting the use of sustainable charcoaling practices
along the supply chain.

78% of our total energy consumption for operations is
through self-generated energy.

Emphasis on sustainable water management practices
led to a 6% increase in sustainable water sourcing,

>45,800,000 litres of rainwater harvested
>25,000 trees planted

CAPITAL TRADE-OFFS

#

Increased investments in Natural Capital have short-
term negative implications on Financial Capital.

However, these investments build business resilience,
strengthening Financial Capital in the long-term.

WAY FORWARD

S

e Ongoing emphasis on strengthening supply chain
resilience by building global supply chains, expand and
support existing supply networks.

e Upgrade Recogen to enhance its electricity generating
capacity.

» Ongoing emphasis on improving the energy efficiency of
our operations.

» Continued focus on promoting sustainable water
management.

e Strategic emphasis on reducing our carbon footprint while
monitoring the development of climate related risks and
opportunities.

e Investments on rooftop, ground mounted and floating
solar projects

e Emphasis on life cycle assessments for products

LINK WITH MATERIAL TOPICS:
M1, M7, M10, M11, M14

LINK WITH KEY RISKS AND OPPORTUNITIES /
SRROS / CRROS

R1, R13, R14, R15, R16, R17, R18, R19, R20, R21, R22

ALIGNMENT WITH STRATEGIC PRIORITIES

0

CONTRIBUTION TO SDGS

CLEAN WATER

DECENT WORK AND RESP 13 CLIMATE
AND SANITATION

ECONOMIC GROWTH ACTION

v
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NATURAL CAPITAL

OUR ESG ASPIRATIONS AND PROGRESS MADE

' RESTORE '

' Energy and Emissions ' ' Water

2030 target

50% renewable
energy use

10% reduction in
energy intensity per Rs.
Mn of revenue

25% reduction
in Scope 1 and 2
emissions

Maintain 100%
mapping of all the
direct and indirect
GHG emission of the
sector.

2024/25 Target

14% renewable
energy use

2.8% reduction in
energy intensity per Rs.
Mn of revenue

7% reduction in Scope
1 and 2 emissions
Maintain 100%
mapping of all the
direct and indirect
GHG emission of the
sector.

2023/24 Actual

2.4% renewable
energy use
32% increase in energy

intensity per revenue
Rs. Mn

6% reduction in Scope
1 and 2 emissions
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2030 target

10% sustainable water
sourcing

15% water usage
dedicated to reuse and
recycling sustainable
practices.

30% reduction in group
water intensity.

2024/25 Target

2.8% sustainable water
sourcing

4% water usage
dedicated to reuse and
recycling sustainable
practices.

8% reduction in group
water intensity.

2023/24 Actual

6% sustainable water
sourcing

2% water usage
dedicated to reuse and
recycling sustainable
practices.

59% increase in group
water intensity.

2030 target

o Use 25% sustainable
packaging.

A

2024/25 Target

o Use 7% sustainable
packaging

A

2023/24 Actual
o Use 18% sustainable
packaging
ONTRACK []

MISSED

Materials ' Waste and effluents '

2030 target

15% reduction of solid
waste generation per
revenue Rs. Mn

10% reduction of
wastewater generation
per revenue Rs. Mn

2024/25 Target

4% reduction of solid
waste generation per
revenue Rs. Mn

2.8% reduction of

wastewater generation
per revenue Rs. Mn

2023/24 Actual

16% increase in solid
waste generated per
revenue Rs. Mn

70% increase of
wastewater generated
per revenue Rs. Mn



Our proactive
approach to
sustainability not
only positions us
well for compliance
with potential future
environmental
regulations

GOVERNANCE

Haycarb’s approach to managing its natural
capital and the associated sustainability
and climate related risks and opportunities
aligns with its strategic emphasis on
sustainability as articulated in its 2030 ESG
roadmap, Activate. Activate’s ‘Restore’ pillar
specifically focuses on sustainable natural
capital management through policies and
clearly defined 2030 goals across materials,
waste, energy, emissions and water and
effluents enabling focused strategic
planning and resource allocation. Further,
The Group remains committed to investing
resources to projects which promote
biodiversity as well.

MANAGEMENT OF THE LEGALAND
REGULATORY FRAMEWORK

| GRI12-23 [ RT-CH-530a.1 |

The environmental legal and regulatory
framework in Sri Lanka, Thailand and
Indonesia currently focuses on diverse
environmental related risks. Growing
concerns about climate change are
prompting a global shift towards a low
carbon economy. This could lead to
tightening of environmental regulations

in these regions over the medium to long
term. Further, jurisdictions like Sri Lanka are
currently offering opportunities for securing
green loans. (Refer page 306)
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Recognising this shift, we have proactively
assessed our environmental footprint

and developed Activate, our ESG 2030
roadmap, which outlines our governance,
environmental policies and sustainability
goals enabling efficient strategic planning
and resource allocation. Our proactive
approach to sustainability not only positions
us well for compliance with potential future
environmental regulations but also allows
us to capitalise on opportunities in a world
increasingly focused on environmental
sustainability.

At present, we adhere to all environmental
laws and regulations relevant to the country
of operations. Our environmental practices
are also in compliance with international

best practice through certifications including
1SO14001:2015, ISO 9001:2015, OHS
45001:2018 and WQA Sustainability
Certification (Refer page 138 to 139).
Environment related audits are carried out

on a quarterly basis and actions taken and
resources allocated to address if any issues
raised. The Group’s environment management
framework is subjected to a surveillance /
re-certification audit on an annual basis by the
relevant certification bodies. Therefore, there
were no instances of non-compliances during
the year under review.

&

Building global
supply chains

T
%

Expand and support
existing supply
chains

RAW MATERIALS
[GRl 301-1 to 3:\ [RT-CH—MOUL 2 \

Haycarb’s primary raw material is coconut
shell charcoal, which is produced from the
charcoaling of coconut shells generated as a
by-product material primarily from coconut
industry and household consumption.

The raw material is sourced from Sri

Lanka, Thailand and Indonesia, where our
manufacturing entities are established and
from our supplier networks in India.

Therefore, availability of our raw material

is directly dependent on crop yield of the
coconut industry in these countries. This
agricultural dependence exposes the Group
to risks associated with climate change as
coconut yields can be impacted by extreme
weather events as well as long term climate
implications. The strong growth in the
coconut shell activated carbon industry,
and the resultant demand for raw materials
exposes the Group to volatilities in input
prices. Stagnation coconut crop yields in

Sri Lanka over the past two decades have
limited local capacity expansion, placing
upward pressure on pricing. Supply risks

in Thailand and Indonesia, stem from

T
®

Enhancing coconut
crop vields

STRATEGIES TO ADDRESS RISKS AND OPPORTUNITIES IN THE
SOURCING OF RAW MATERIALS

Process innovations
to enhance vyields
and reduce waste

ARV

Exploring the use
of alternative raw
materials

9 e
Sl 6%

Greening our supply
chains
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NATURAL CAPITAL

competition from alternative, higher-value .
crops. Risks associated with pricing and

supply are likely to emerge in the short- 1.
medium term and will have implications on

the operations of the Group.

On this backdrop, the Group has placed
emphasis on developing strategies

to address these risks and secure an
uninterrupted supply of its key raw material
to meet emerging market demand and its
aspirations of expanding its global market

share in the coconut shell activated carbon 2.

industry by 1% by 2030. In this regard,
strategies implemented by the Group
include,

¢ Building global supply chains
1. The Group is presently in the process
of advancing its greenfield investment
in activated carbon manufacture in .

the Philippines. Coconut is a major 1.

economic agricultural crop in the
Philippines with an annual coconut yield
of approximately 14 Bn coconut nuts
per year, supported by a well developed
coconut industry.

2. Broad basing the supplier base across
multiple geographical locations aims to
mitigate the risk of supply interruptions
in specific regions.
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Expand and support existing supply
networks.

Building long term relationships and
creating mutual value for existing
coconut charcoal suppliers in Sri Lanka,
Indonesia and Thailand as well as India
has enabled an uninterrupted supply
of coconut charcoal to fulfil our raw
material requirements. (refer Social and
Relationship Capital Page 161 to 164
for more information)

The Haritha Angara programme has
also increased access to coconut shells
discarded from households whose
consumption exceeds that of industry
in Sri Lanka increasing the availability
of our key raw material to the activated
carbon industry.

Enhancing coconut crop yields
Ongoing collaborations with the
Coconut Research Institute, Coconut
Development Authority and industry
partners on strategies to improve
coconut crop yields.

Active investment in the initiative of

Coconut Cultivation Board supported
by the Coconut Research Institute to
establish a second coconut triangle

in the Northern Province of Sri Lanka
through the planting of 67,500 coconut
saplings. Haycarb contributed 25,000
plants to farmers within this initiative.

e Process innovations to enhance
yields and reduce waste
Ongoing initiatives to minimise waste
and improve resource efficiency through
lean manufacturing process innovations
and the use of tools such as Life Cycle
Assessment practices.

o Exploring the use of alternative raw
materials
We explore the potential of
alternative raw material sources for
the manufacture of activated carbon
products for the applications we cater
to.

GREENING OUR SUPPLY CHAIN
(GRI308-2 |

The adverse environmental implications of
coconut shell charcoaling have presented
the Group with the opportunity to promote
green charcoaling practices along its
supply chain. A summary of processes

and practices implemented to reduce the
environmental impacts of coconut shell
charcoaling is given below.

Sri Lanka

>90%

of raw material requirement met through
green charcoaling practices

Thailand

>15%

of raw material requirement met through
green charcoaling practices
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VALUE CREATED IN 2023/24

-

Our proprietary charcoaling technology enables the production of high-quality coconut shell
charcoal while minimising its environmental impacts. This technology converts the traditional
open pit charcoaling process to a closed pit unit enabling the combustion of greenhouse
gases and hazardous gases produced during the charcoaling process, preventing its release
into the environment. This technology also optimises energy consumption for charcoaling as
energy is required only for initiation with subsequent energy needs met by harnessing the
exothermic energy generated during the charcoaling process.

Haycarb proprietary closed
pit charcoaling technology
All harmful gases released
are combusted within an
enclosed space and is not
released to the environment

Traditional open pit method
Release of greenhouse

and other gases to the
environment.

Composition of charcoal suppliers in Sri Lanka

SRI LANKA )

e 90% of our local raw 100

material requirement o5
in Sri Lanka is sourced

through green charcoaling 0
technology. 85
e Significant efforts and 80
investments have been 75
made to support the
adoption of this technology 70 2021/22 2022/23 2023/24
along the supply chain. Normal pit charcoal [l Green charcoal

suppliers suppliers

e During the year under review, the Group invested Rs. 0.55 Mn and provided
technical support to green charcoaling practices along the supply chain and
established 23 new closed pit charcoaling systems.

INDONESIA

o Despite considerable effort and investment towards
promoting green charcoaling practices to suppliers
in Indonesia, uptake has been relatively slow. During
the year under review, the Group invested Rs. 2
Mn and provided technical support to install 9 new
closed pit charcoaling systems,

e The Group remains committed to investing
resources to promote the acceptance of green
charcoaling practices among suppliers in Indonesia.

VERTICAL KILN CHARCOALING

Similar to the green
charcoaling technology
implemented in Sri
Lanka and Indonesia,
vertical kiln charcoaling
and premium
environment friendly
charcoaling pits also
converts the traditional open pit
charcoaling process into a closed pit
charcoaling system preventing the
release of harmful gases into the
atmosphere.

Thailand

Approximately 15% of our raw
material requirement in Thailand
is sourced through vertical kiln
charcoaling.

RECOGEN

This patented technology also
produces coconut shell charcoal

in a closed system enabling the
combustion of harmful gases
released during the production
process. The heat generated in this
process is used to operate a boiler/
steam turbine to generate electricity
which is supplied to the National
Grid. Recogen is registered under
the International Environmental
Treaty of the UNFCCC (United
Nations Framework Convention on
Climate Change).

Sri Lanka

o 18% of our raw material
requirement in Sri Lanka is
sourced through this technology.

e Over 800,000 kWh of electricity
was supplied to the national grid
during the year under review.

e  Plans are underway to expand the
electricity generation capability of
Recogen in the year ahead.
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Chemical usage within direct operations and accidents. We are also exploring No recycled material was used in the

is limited to less than 10% of raw improvements to processes to minimise the production process during the year under
material cost and volume. Our products use of chemicals in the production process. review. No incidents of product reclaims
do not contain any Globally Harmonised or their packing materials took place
System of Classification and Labelling of We are also committed to enhancing the during the year under review. Our material
Chemicals (GHS) category 1 and 2 health sustainable use of packing material within consumption during the year under review
and environmental hazardous substances. our direct operations with a 2030 goal of is given below.

However, we have implemented stringent increasing the use of sustainable packing

processes and practices on safe storage material for raw material packaging by 25%.

and use of chemicals to prevent spills

Renewable materials

Coconut shell Mt 50,468 46,592 8%
Coconut charcoal Mt 101,753 112,293 (9%)
Packing materials* Nos 1,119,392 1,096,745 2%

Non-renewable materials
Chemicals Mt 4276 7,043 (39%)
Packing materials* Nos 4,821,211 5,724,866 (16%)

*Only bags and sacks were considered.

Upstream activities Downstream activities

=N A
Fn I 5 \° o]
E =0, (o OO A
Charcoaling Transport of raw Manufacturing Transport of finished Shipping and
materials to production process goods to seaports. delivering of
locations. finished goods to
end-user.
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Energy is a vital input across our value
chain as illustrated below. The manufacture
of our product range is reliant on a mix

of renewable and non-renewable energy
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sources. Non-renewable energy comprises
of fossil fuel-based energy sources, thereby
exposing the Group to risks associated with
availability and price volatility across all time
periods. In contrast, stakeholder perception
and commitment to reducing fossil fuel

Key energy metrics for the year under review are given below.

Non-renewable sources

consumption given its implications on
climate change has given rise to new
opportunities in renewable energy
investments and enhancing the energy
resilience of the Group. Key areas of energy
consumption along the value chain is given
below.

y-0-y % change

Furnace oil GJ 65,923 59,915 10%
Electricity GJ 113,477 112,045 1%
Diesel GJ 33,449 59,995 (44%)
LPG GJ 34,207 32,865 4%
Other GJ 296 319 (7%)
Total self-generated energy GJ 885,612 942,301 (6%)
Total energy consumption GJ 1,132,964 1,207,438 (6%)
Grid electricity % 10 9 11%
Self-generated energy % 78 78 =
Energy intensity per revenue Rs. Mn GJ 26.24 19.81 32%

*Energy consumption was calculated based on type of energy source consumed quantity,density & net calorific value

While the manufacture of activated carbon
products is energy intensive, we have
engineered our processes to reduce our
reliance on fossil fuel sources by harnessing
the exothermic energy generated during
production. Furthermore, Recogen, a
patented technology, uses the heat
generated from the combustion of harmful
gases during charcoaling to operate a
boiler/steam turbine to generate electricity
which is supplied to the National Grid.
Building on strategies already implemented
to minimise our energy consumption

within our direct operations, we have also
committed to reducing our energy intensity
per Rs of revenue by 10% by 2030 while

increasing renewable energy use by 50%
by 2030 on a baseline performance of
2022/23.

Our energy policy clearly sets out our
commitment to achieving these goals

and include guidelines on compliance,
interventions, timely reporting, energy
conscious procurement procedures

and prioritization of renewable energy.
Energy usage optimisation involves the
implementation of lean management
practices and the application of Life Cycle
Assessment (LCA) concepts. Key initiatives
implemented during the year that enabled
us to stay on track towards the achievement
of our 2024/25 interim goal include,

e The installation of solar panels at

factory premises in Badalgama and
Madampe will lead to the generation
of electricity over 9,900 GJ per year
and will increase reliance on renewable
energy sources (electricity) by 14%.

» The re-engineering of factory

equipment at Badalgama plant to
reduce its fossil fuel consumption by
25%.

e Upgrade of the dryer to reduce fuel

consumption for the drying operation.

o Explored the possibility of using waste

heat for the drying operation.
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The installation

of solar panels at
factory premises

in Badalgama and
Madampe will lead
to the generation of
electricity over 9,900

GJ per year

Our 2030 energy-related targets and performance during the year under review are given below.

2023/24 @

2/23 @

2030 Target

o 50% increase in renewable energy use

o 10% reduction in energy intensity per revenue Rs. Mn

Interim target vs actual performance

Interim Actual performance Achieved /
target Missed / On
track

Increase in renewable energy use ( as a % of non-
renewable energy consumption) 7% 5,915 (2.4%)

Reduction in energy intensity per revenue Rs. Mn 1.4% 26.24 GJ (#32%)

Baseline performance

2022/23

Renewable energy use 5,390 GJ

Energy intensity per revenue Rs. Mn 19.81 GJ
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Our value chain activities lead to the
generation of GHG emissions from fossil
fuel combustion. Scope 1 and 2 GHG
emissions arise from direct operations
while Scope 3 emissions are related with
upstream and downstream activities.
Haycarb's manufacturing process complies
with all relevant environmental regulations
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and has been verified through continuous
monitoring and third-party audits to emit
insignificant amounts of NOx, SOx, POPs,
VOCs, HAPs, and these are combusted at
high temperatures while dust extractors
have been installed to retain particulate
matter. Therefore, significant levels of

air pollutants are not released into the

atmosphere.. Further, we do not engage

in importing or exporting ozone-depleting
substances. We have already implemented
a range of strategies to mitigate the release
of harmful gases into the atmosphere while
reducing GHG emissions along our value
chain. A summary of strategies implemented
are given below.

Investments in
solar projects

Greening our supply

chains through

patented technology

Installed energy

efficient lighting
and inverter type

Scope 2
p Scope 1 Enhance operational and
INDIRECT DIRECT -
energy efficiency.
E.g - Fuel switching, Electric
forklifts, Energy audits to
identify potential savings
(Page 111) Purchased air-conditioning L Scope 3
goods and (Page 113 to 114) A _—D INDIRECT
services Scope 3 Lo 4 Transportation
and distribution
‘ _o-_g ‘ INDIRECT Company
Modifications to 4 Capital goods u facilities e
enable the re-use of N | L&
i | .m N
machinery. a Purchased electricity. . Processing of Range of
Fuel and steam, heating & cooling h‘pl Y sold products products and
S energy related for own use = RETIEES services
Automating the activities /h\ © —_— AN
procurement > ann = “L” | L n < t
process in Sri Lanka = .Leased assets y ‘—% p unves ments
—_— ranspor- ~ —— se of sol
tatiog and E (j products @ /ﬂ<\© n
N distribution ’ Franchises
| Mar}ufactlur\ng Waste generated ~ _# Emploxt/jee AS ‘/ —
ocahons_ close to in operations _ commuting end-of-life Leased
raw material sources Business travel

treatment of assets

sold products

Upstream activities > Reporting company > Downstream activities

Adaptation of the GHG protocol: Corporate value chain diagram

In addition to the above, we have
implemented the following processes within
direct operations to mitigate the release of
harmful gases into the atmosphere :

e The installation and maintenance of
dust extractors

e Installation and maintenance of the
volatile gas burning chamber to prevent
the emission of petroleum based volatile
gases.

e Periodic air quality monitoring and
emission testing.

e Introduction of the wet scrubber

mechanism to avoid emitting acid/base

fumes into the environment.

o Ongoing investments in research and
development for innovative pollution
control technologies.

Further, the Group has obtained a third
party assurance from Sri Lanka Climate
Fund (Pvt) Ltd for its total GHG Emissions
for the financial year 2022/23 and the
calculation improvements have been
incorporated in to the year under review.

Third-Party Verification for GHG Emissions (22/23)
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Our carbon footprint and air quality metrics for the year under review are given below.

Scope 1 emissions tCO,e 10,903 12,622 (14%)
Scope 2 emissions tCO,e 13,485 13,330 1%
Scope 3 emissions tCO,e 2,308 2,444 (6%)
Total emissions tCOe 26,696 28,396 (6%)
Emission intensity (Scope 1 & 2) MT of

made activated carbon tCO,e 0.51 0.53 6%
Emission intensity (Scope 1 & 2) per

revenue Rs. Mn tCO,e 0.56 0.43 33%
Biogenic emission tCOe 48,658 41,305 18%

* Basis of preparation for Greenhouse Gas (GHG) Emission reporting - Reporting of Green House Gases, Corporate Standard of Greenhouse Gas Protocol by World Resource
Institute (WRI), IPCC Sixth Assessment Report (ARé) and Energy balance 2021 by Sri Lanka Sustainable Energy Authority

Our performance in 2023/24 against our 2030 emission goals are set out below. Performance in 2022/23 has been established as the baseline
performance.

‘ ) e Ensuring science-based target approach to reduce carbon footprint per revenue.

|
4
$ e 25% reduction in Scope 1 and 2 emissions
N| L .
BN N, e Reduced emission intensity per revenue Rs. Mn

e Maintain 100% mapping of direct and indirect GHG emissions of the sector

Interim target vs actual performance

2023/24

Interim | Actual performance Achieved /

target Missed / On
track

Ensuring science-based target approach to reducing = = IZ[
carbon footprint per revenue
Reduction in Scope 1 and 2 emissions 3.5% 24,388 (¥6%)
Reduction in emission intensity per revenue Rs. Mn 1.4% 0.56 (+33%)
Mapped % of direct and indi-rect GHG emissions of - All direct & Indirect
the sector emissions are being

calculated

22/23 (@

Baseline performance

Emission intensity per revenue Rs. Mn 0.43 tCO.eq
Total scope 1 and 2 emissions across the Group 25,952 tCO,eq
Scope 1 emissions 12,622 tCO,eq
Scope 2 emissions 13,330 tCO,eq
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Moreover, multiple strategies have been implemented to address the key climate related physical and transition risks identified by the Group.
Details are summarised below.

PHYSICAL RISKS

Acute Chronic

Strategies to address physical risks

Broad-basing raw Supporting efforts to

Insurance to

Broad-basing
manufacturing

Broad-basing raw

to increase coconut

adverse weather

material sourcing

increase coconut crop yields

material sourcing/ mitigate physical
locations Supporting efforts damage due to
crop yields events afj\le

Sustainable water Energy and emission
sourcing and management along the value
consumption chain

TRANSITION RISKS

*

Policy and legal Market Reputation Technology

Increased need to substitute
existing processes and adopt
new processes and practices to
reduce emissions.

Increased stakeholder concerns
on climate change

Increased emission related
regulations/policy/disclosure
requirements

Increased customer emphasis on
reducing their Scope 3 emissions

Strategies to address transition risks

Board oversight over
energy and emissions
management

Establishing the ESG
Steering Committee and
department

Embedding sustainability Activate - our 2030 ESG
in strategy roadmap

Voluntary reporting on
a range of sustainability
standards and a range of the resource efficiency of
environmental standard our processes as detailed
accreditations above.

Ongoing strategic
Ongoing emphasis on emphasis on enhancing
sustainability related

capacity building

Conducting ESG audits
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ASSESSING CLIMATE RELATED RESILIENCE

As climate related risks increase in importance, we determined it important to assess the resilience of our business strategy to climate related
changes and developments given our reliance on natural inputs. Due to limitations in resources and the availability of quantitative models,
Haycarb chose initiate a qualitative scenario analysis, in line with the transitional relief allowed for the implementation of SLFRS-S2. We are

Methodology

Methodology
Our approach to scenario analysis was aligned with that of our parent entity, Hayleys PLC and was carried out in line with the principles
outlined in the TCFD framework. Given our global footprint, we opted to align with global scenarios for our climate scenario analysis.

The international physical and transition climate scenarios adopted by Haycarb in alignment with that of the Hayleys Group are given below.

International Energy Agency - World Energy

IPCC AR 6 Scenarios ' Outlook 2023 transition scenarios
These scenarios use Representative Concentration Pathways These scenarios explore different pathways for the global
(RCPs) and Shared Socioeconomic Pathways (SSP) to explore the transition towards a low carbon economy and takes into
future physical implications of climate change and socioeconomic consideration national policy choices, techno-economic inputs
trends. and macro drivers.

The Group considered the following global physical and transition climate scenarios when developing its climate scenarios.

Source Scenario Key assumptions
IPCCAR 6 C3/SSP 1-2.6 e Low emission scenario

e Increase in global warming limited to 2°C by 2100
o Net zero status achieved between 2055 and 2060
e Analmost 65% reduction in GHG emissions by 2050.

C6/SSP 2-4.5 e Intermediate emission scenario

o Global temperatures projected to increase by 3°C in 2100 compared to pre-industrial levels.

C7/SSP 3-7.0 o High emission scenario with global temperatures projected to increase by 4°C in 2100
compared to pre-industrial levels.
IEA 2023 Net Zero Emissions e  Considers a pathway where the global energy sector achieves net zero by 2050 and thereby
(NZE) Scenario limits the global temperature increase to 1.5°C. it assumes the deployment of an array of

clean energy technologies without offsets from land use measures alongside the successful
achievement of key energy related SDGs.

Announced Pledges ¢  This scenario assumes governments will meet all announced climate-related commitments
Scenario (APS) in full and on time. These commitments include longer term net zero targets, and pledges in
Nationally Determined Contributions (NDCs).

Stated Policies e This scenario considers the policies and measures currently in place and the present efforts
Scenario (STEPS) of governments to achieve their targets. This scenario projects a temperature rise of 2.4°C in
2100 (with a 50% probability).

Based on the above, we adapted our parent entity’s climate scenarios to accommodate our global footprint and arrived at the following scenarios.
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in the process of identifying key variables and inputs required for a quantitative scenario analysis and will strive to extend this assessment
quantitatively going forward. The methodology we adopted to carry out the scenario analysis, its results and potential strategic responses under
each scenario, is summarised below.

Haycarb’s climate scenarios

Scenario C - Divergence
Global scenarios

Scenario A - Netzero ——
Global scenarios
Physical scenario

C3/SSP 1- 2.6
Transition scenario &———— Scenario B - Current
NZE pathway

Global scenarios
Physical scenario
C6/SSP 2-4.5
Transition scenario

Physical scenarios 3 APS

C7/SSP 3-7.0

Transition scenario
STEPS

The Group considered the following global physical and transition climate scenarios when developing its climate scenarios.

Scenario Description and assumptions Reference global
scenarios

Scenario A -
Net Zero

An orderly global transition towards reducing emissions and rapid deployment of clean C3/SSP 1-2.6 NZE
energy technologies and energy efficiency.

Significant decline in the demand for fossil fuels and pricing strategies for fuel leading to a
steep reduction in emissions.

The increase in global temperature is limited to 2°C.

Fair and effective global co-operation with advanced economies taking the lead and
achieving net zero earlier than emerging market and developing economies.

Global access to electricity and clean cooking by 2030 in alignment with energy related SDGs.
Extensive investments in mitigating climate implications.

The IPCC projects a likely increase of 0.0-6.6% in the annual global land precipitation by
2081-2100 relative to 1995-2014 levels. Near-term projections are uncertain.

Scenario
B - Current
path-way

Limited external investments in technology and funding to drive the transition to a low C6/SSP 2-4.5 APS
carbon economy.

Average temperatures expected to increase by approximately 2.5°C.

The IPCC projects a likely increase of 1.5-8.3% in the annual global land precipitation by
2081-2100 relative to 1995-2014 levels. Near-term projections are uncertain.

Scenario C -
Divergence

Global deviation from decarbonisation goals resulting in significant weather-related impacts C7/SSP 3-7.0 STEPS
on businesses and communities.

Average temperatures expected to increase by approximately 4°C.
No specific climate related interventions.

The IPCC projects a likely increase of 0.5-9.6% in the annual global land precipitation by
2081-2100 relative to 1995-2014 levels. Near-term projections are uncertain.
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Haycarb’s climate scenarios

e According to the IPCC, the precipitation change will demonstrate significant regional differences and seasonal contrasts as global average
of near surface air temperature increase. Precipitation is projected to very likely increase over tropical oceans and likely increase in large
parts of monsoon regions. Inter-annual variability is also projected to increase.

e The IPCC also states that while near term monsoon precipitation changes are uncertain, over the long term (2081-2100) monsoon rainfall
will feature a north-south asymmetry and an east-west asymmetry, Therefore, a greater increase in projected in the northern hemisphere

than in the southern hemisphere and in the Asian African monsoon regions as opposed to the North American monsoon regions.

e Based on our climate related risks and opportunities assessment, we have chosen to assess the physical risks of temperature and
precipitation and the transition risk of technology against the climate scenarios identified above.

Optimal climate conditions for coconut growth and yield

Mean temperature 27+/- 5°C
Relative humidity >60%
Rainfall (well-distributed) 2000 mm/year

*In areas of uneven distribution of rainfall, irrigation is required.
*Coconut is tolerant of a wide range in intensity and distribution of rainfall.
Source: ICAR-Central Plantation Crops Research Institute - India

e Given the reliance on an agricultural input as our key raw material, optimum climate conditions for coconut growth and yields as
determined by the Central Plantation Crops Research Institute in India is given alongside.

e Mean annual temperature in our input sourcing and manufacturing countries

Sri Lanka | 28-29°C
Indonesia | 25-26°C
Thailand 26.3°C with a seasonal variation of 5.7°C

Source: World Bank and ADB climate risk country profiles for Sri Lanka, Thailand and Indonesia (2021)

P

Haycarb Madampe, Sri Lanka High 3-4
Haycarb Badalgama, Sri Lanka High 3-4
Haycarb Palu Mitra, Indonesia (Considered Central Sulawesi) High 3-4
PT Mapalus Makawanua Charcoal Industry, Indonesia High 3-4
Carbokarn, Thailand Extremely High 4-5
Shizuka, Thailand Medium to High 2-3

Source: World Resources Institute, https:/www.wri.org/aqueduct

» Due to our reliance on water as an input to our operations we consider water stress as an important aspect that has to be monitored and
managed.
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OUR QUALITATIVE CLIMATE ASSESSMENT

Transition risk/
opportunity

Scenario A -
Net zero

Technology

An orderly transition to a low carbon economy will result in
increased clean energy-related policies and regulations.

This will increase our compliance costs while requiring us
to incur additional capital expenditure to adopt new clean
technologies as it emerges particularly in the short-to-
medium term.

Concessionary funding opportunities may become more
readily available, facilitating the adoption of our strategic
priorities and potentially reducing our financing costs.

On the flipside, growth opportunities for energy storage
carbon products will be strongest under this scenario
particularly in the short-to-medium term.

However, an escalation in global demand for coconut
activated carbon products could potentially intensify
competition for coconut charcoal, leading to elevated input
prices and insufficient supplies to meet the surge in demand.

Chronic
physical risk

Temperature

Our exposure to a rise in temperature stems primarily from
our reliance on an agricultural input.

Despite a 2°C temperature increase, the mean annual
temperatures in these countries will remain within the
optimal temperature range for coconut growth and yield.
Moreover, this scenario presents the lowest increase in
temperature. Therefore, we do not envisage an impact on
coconut growth and yield under this scenario.

Chronic
physical risk

Precipitation

The increase in precipitation in the long term is projected
to be the lowest under this scenario. Further, given the
resilience of coconut to a wide range in intensity and
distribution of rainfall (ICAR-Central Plantation Crops
Research Institute - India), we do not envisage a significant
impact of precipitation on the coconut crop and yield.

Our manufacturing locations are in tropical countries and
therefore, the increased risk of extreme precipitation events

over these regions could give rise to operational disruptions.

However, since the increase in temperature under this
scenario is limited to 1°C, we deem this risk is at its lowest
under this scenario.

Chronic
physical risk

Physical water
availability

Surface, ground, and rainwater are the sources used for
industrial and domestic requirements across geographic
operational locations. The availability of those sources of
water could be impacted by climate change.

Drawdown of the groundwater table and drying off of
surface water bodies are the outcomes of long-term
droughts due to the impacts of climate change. Additionally,
excess and heavy rainfall and floods can lead to the

deterioration of the usable sources. In the Net Zero scenario,

the mentioned potential impacts could be zero or minimal in
the short and medium term.

nding Value Creation and Impacts | Our Value Proposition on ESG
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Under this scenario, our strategic
priorities would be as follows,

Intensify our efforts to adopt
clean technologies and enhance
our energy efficiency across our
manufacturing operations.

Investments in R&D to evolve our
energy storage carbon products to
meet emerging needs.

Enhance business development
efforts to establish ourselves in
global supply chains for energy
storage carbons.

Explore new opportunities for
securing adequate raw material
supplies.

Sustainable water management,
including monitoring and
reducing consumption, managing
withdrawals in stressed areas,
conducting audits, investing

in water-saving technologies,
and preparing for water-related
emergencies

Annual Report 2023/24 | Haycarb PLC | 121



NATURAL CAPITAL

Transition risk/ e
opportunity

Scenario
B - Current

pathway Technology

As transition-supportive policies are anticipated to be less
prevalent under this scenario in comparison to Scenario
A, the demand for clean technology is expected to be
moderate, resulting in a slower pace of adoption.

Therefore, capital expenditure and compliance costs
incurred in this regard, will be lower under this scenario
when compared with Scenario A.

Growth opportunities will still remain for energy storage
carbon products but it will not be as dominant as under
Scenario A.

Uncertainty prevails in ascertaining the global demand
for coconut charcoal. This will be determined by growing
demand across multiple applications as opposed to being
driven significantly by energy related activated carbon
products.

Chronic o
physical risk
Temperature

Despite a 2.5°C temperature increase under this scenario,
the mean annual temperatures in the countries we

source raw materials from will remain within the optimal
temperature range for coconut growth and yield. Therefore,
we do not envisage an impact on coconut growth and yield
under this scenario.

Chronic o
physical risk
Precipitation

The increase in precipitation in the long term under this
scenario is projected to be higher than under Scenario A.
However, given the resilience of coconut to a wide range in
intensity and distribution of rainfall (ICAR-Central Plantation
Crops Research Institute - India), we do not envisage
increased precipitation to have a significant impact on the

coconut crop and yield. However, if precipitation is unevenly
distributed, this may have implications on the crop and yield.

The implications of extreme precipitation events on
operational activities at our manufacturing locations will be
moderate under this scenario compared with Scenario A.

Chronic o
physical risk

Physical water
availability

Surface, ground, and rainwater are the sources used for
industrial and domestic requirements across geographic
operational locations. The availability of those sources of
water will be impacted by climate change.

Drawdown of the groundwater table and drying off of
surface water bodies are the outcomes of long-term
droughts due to the impacts of climate change. Additionally,
excess and heavy rainfall and floods will lead to the
deterioration of the usable sources.

Under this scenario, our strategic
priorities would be as follows,

Maintain investments in R&D to
evolve our energy storage carbon
products will exploring new
opportunities in other applications.

Build supply chain resilience
by diversifying our geographic
footprint for raw material sourcing.

Moderate emphasis on
strengthening the energy resilience
of our business.

Sustainable water management,
including monitoring and
reducing consumption, managing
withdrawals in stressed areas,
conducting audits, investing

in water-saving technologies,
and preparing for water-related
emergencies in a more focused
manner.

122 | Haycarb PLC | Annual Report 2023/24



Introduction | Understanding Value Creation and Impacts | Our Value Proposition on ESG

Nurturing Our Resources | Mindful Governance | Financial Statements | Supplementary

Scenario C -
Divergence

Transition risk/

Since no specific climate interventions will be implemented,

opportunity the adoption of clean technology will be determined by

Technology financial feasibility. Moreover, the speed of development
of clean technology will also be much slower than in
Scenarios A and B as no incentives will be provided for its
development and adoption.

Chronic « Atemperature increases of exceeding 2.5°C will now

physical risk place almost all countries beyond the upper bound of the

Temperature optimal temperature range for coconut growth and yield.
Temperature increases beyond this point may begin to
adversely affect yield, thereby impacting the supply of our
key raw material. This could lead to an increase in our input
prices.

Chronic » Theincrease in precipitation in the long term under this

physical risk scenario is projected to be the highest under this scenario.

Precipitation

The coconut crop is resilient to a wide range of intensity
and distribution of rainfall (ICAR-Central Plantation Crops
Research Institute - India) and therefore the increase
alone may not impact yields. However, the likelihood that
precipitation will be uneven increases given the increased
prevalence of extreme precipitation events under this
scenario. This could affect the coconut crop and yield.

The implications of extreme precipitation events on
operational activities at our manufacturing locations is
highest under this scenario.

Chronic
physical risk

Physical water
availability

The availability of water in the required quantity and quality

will be impacted. The same will impact operation continuity;

in the worst-case scenario, washing operations will be
impacted.

Under this scenario, our strategic
priorities would be as follows,

Diversify our activated product
portfolio across multiple
applications.

Diversify our supply chains to
mitigate risks associated with
reductions in coconut crop yields
and extreme precipitation events.

Diversify the geographic
distribution of our manufacturing
locations to mitigate operational
disruptions caused by extreme
precipitation events.

Measures to mitigate financial
losses due to operational
disruptions caused and damage
to property caused by extreme
weather events.

Process water recycling, additional
water sourcing locations, Shifting
the washing intensity of operations
(in the worst case), research &
development for reduction of
water consumption for production.
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WATER AND EFFLUENT
MANAGEMENT

(GRI303-1to 5 | [ RT-CH-140a2,3 |

Our interaction with water is primarily in
both direct operations as water is critical
for the washing process of activated
carbon, activation process and domestic
consumption for employees. Operating
in water-stressed locations in Sri Lanka
(classified as highly stressed by the

Food and Agriculture Organisation) and
medium-to-high stress regions in Thailand
and Indonesia (as classified by the World
Resource Institute’'s Aqueduct Water Risk
Atlas) exposes the Group to medium-
to-long term risks associated with water

scarcity, increases in water sourcing costs
and potential operational disruptions
arising from changes in precipitation
patterns as a result of climate change. We
source water from various sources as given
below. At present we do not face strict

monitoring mechanism by the governments,

stakeholder concerns or competition for
water resources in the regions we operate
in. However, these risks may emerge over
the medium to long term. Therefore, we are
focusing our water management initiatives
on optimizing usage, recycling and tapping
sustainable water sourcing.

Our processes also generate wastewater
which requires treatment prior to
discharge. Compliance with all relevant
environmental standards in the countries
we operate mitigated legal and financial
risks associated with non-compliance which
could arise across all time frames and result
in reputational damage. No incidents of
non-compliance with water quality permits,
standards and regulations occurred during
the year under review.

Our water withdrawal, consumption and effluent management related metrics for the year under review are given below.

Water withdrawal, consumption and Effluents m 2023/24 2022/23

Water withdrawal and consumption

y-0-y % change

Surface water m® 429,191 445,099 (4%)
Ground water m® 250,156 198,885 25%
Rainwater m® 45,839 - 100%
Municipal water m® 7,448 5,699 31%
Total water consumed m’ 732,634 649,683 13%
Total water withdrawn m® 732,634 649,683

Water intensity per revenue Rs Mn m?® 16.97 10.66 59%
Effluents

Surface water m’ 250,411 205,992 22%
Ground water m® 18,668 17,179 9%
Total wastewater discharged m?® 269,079 223,171 21%

124 | Haycarb PLC | Annual Report 2023/24



Introduction | Understanding Value Creation and Impacts | Our Value Proposition on ESG
Nurturing Our Resources | Mindful Governance | Financial Statements | Supplementary

Our water management aspirations focus
on conserving and optimising water usage,
increasing dependencies on sustainable
water sourcing and exploring new avenues
for recycling and reusing water. We have
implemented methods for blackwater
recycling and reducing water withdrawal
and consumption through collection
methods such as commercial rainwater
harvesting, installation of sensor operated/
low flow taps, waste water recycling for
gardening.

We harvested rainwater
and collected over
45,839 m? during the
year. This method
fulfilled 6% of

water needs for our
operations

0
N

Key initiatives implemented during the year under review include,

Q00
= ATy

We conducted pump tests
within the factories in Sri
Lanka in collaboration
with the Water Resource
Board for water sourced to
ascertain the 