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ANNUALBENEFIT REPORT FOR SHEMA, GBC

The Board of Directors of Shema, GBC submit this Annual Report (*Report™) covering
the period of January 1, 2016, through December 31, 2016, pursuant to Minn. Stat. § 304A.301,
Subd. 3. This is the second delivered Report for filing by Shema, GBC. The Board of Directors
of Shema, GBC has certified the choice of B Lab as its third-party standard for the following
reasons: (1) B Lab is an independent globally recognized third-party certifier of B Corporations
and, (2) B Lab carrics the same values as we do with respect to business and entreprencurship.
Over 40,000 business currently use its B Impact Assessment. We desire our product to carry the
B CORP certification.

With regard to the structure and governance of Shema, GBC and the third-party standard,
we are structuring and governing our company in such a way that social impact (specifically
concerning our key demographic of at-risk and rescued women in Southeast Asia) is our primary
measure of success—even when not contributing to profitability~—as we are able to move
forward in the operation of our business according to our stated plans, we will continue to create
extensive general public benefit. Moreover, our structure and governance will also help pursue
our specific public benefit of creating positive social impact in geographic areas with an
impoverished demographic usually targeted for human trafficking.

We are pursuing a general public benefit and specific public benefit as follows: we are
currently building the foundations of our business model and are engaging in fundraising. We are
structuring our company so that we are establishing producer cooperatives of impoverished and
at-risk women and rescued survivors of human trafficking to be the major suppliers of Shema,
GBC. We are in the process of establishing our sewing cooperatives (which we will use for
production of our product) and so we do not have any measurable impact with our target
demographic at this time. We are currently assessing what concrete metrics we will be using to
track the empowerment and social impact of our target demographic (women at-risk in Southeast
Asfay aud ae actively looking for partners to help develop software to track these metrics over
time.

In our process of product development for our apparel line, our design house is engaging
in an extensive vetting process to source all of our raw materials in an environmentally
sustainable/ethical way. We aim to have over 80% of all raw material globally certified (ie.,
GOTS, ISO, FairTrade). We have narrowed our search down to two mills that hold these
certifications and will be receiving sampies from them in 2017.

With regard to the community in suppliers, distributors, and the product (sections CM6.2-
CMB6.6a of the third-party assessment), we screen for social and environmental impact in for both
positive practices and negative practices. For this reporting period, because we were not in
production, we had a very limited list of suppliers. In our usage of all greeting, Christmas, and
thank you cards, we used paper that was made from discarded fibers recovered from the garment
industry, 100% biodegradable, and recyclable. Our main supplier we contracted with for product
development/design is locally owned and operated by women.



With regard to environmental outputs and inputs of the third-party standard, section
EN3.2 of the third-party assessment, our structure is to have the products be produced in
minimal-energy consumption countries using fow energy consuming equipment that is fit for the
location. The energy consumed per product will be inherently very low, but currently
unquantifiable, compared to “factory” produced garments,

Currently, the public benefits Shema, GBC has created during the period covered by the
report is as follows: regarding the benefit to the community through diversity and inclusion,
sections CM3.2-CM3.5 of the third-party assessment, Shema GBC currently has a 50% women
ownership and a women majority on our board of directors.

The benefit created during the period covered by the report to the community through
civic engagement and giving includes 200 volunteer hours were given to non-profits by the
company founders. '

The main circumstance hindering Shema, GBC’s efforts to create more general public
benefit and the specific public benefit at this time is a lack of funding. We have relied strongly on
crowdfunding as a method to rajse working capital, however, this has been only partially
successful. As such our company has been hindered from developing as quickly as we had
originally anticipated. We are actively engaging in fundraising and investment in order to move
forward.

Another circumstance hindering us from creating public benefit: we have not finished
product development or established our mill that wilt produce our fibers. Because of our high
standards with manufacturing, we are requiring these mils to be environmentally and ethically
produced. These requirements are non-negotiable and because of our standards, it is taking a
longer period of time for us to establish a relationship with mills that meet this criteria.

With regard to mission and engagetent, section GV1.10 of the third-party asse$sment,
we want key performance indicators or metrics that our company tracks to determine if ‘we are
meeting our social environmental objectives. Because we have yet to establish our sewing
cooperatives and have not gone into production, we have been unable to track any objectives and
do not have any measurable impact with our (arget demographic. We are currently assessing
what concrete metrics we will be using in the future.

We choose this third-party standard because it fell within the different goals t}_]éit our
company was being structured to achieve, Asa company, we want to have transparency in.areas
of our company such as finances, our supply chain, and how we treat the environment. We want
to be held accountable when it comes to different elements of our supply chain and we want to
be graded in other areas of doing business. This third-party assessment will help us focus on
1ssues such as our carbon footprint, how we do business with other cultures, and what kind of
benefit we are to the world. B-Lab is globally recognized and since we are manufacturing in a
different country, this type of assessment takes that kind of requirements into consideration. We
were also drawn to this third-party standard because they view women as a benefit and look for



ways 14 empowet women. This is not only a goal that we have but it also is written in our articles
of incorporation that—we will empower people who have been trafficked. In other words we felt
that being assessed by a like-minded company would keep Shema, GBC on track to achieve our
general and public benefits. We want to treat the environment with kindness and because there is
. a whole section of the B-Lab assessment that questions our practices this standard gives us a
model to help us focus on different elements of the environment that we have control in.

‘We have a speciﬁc. public benefit in our articles a’l'thouig‘,h “welarﬁ; a general ‘benefit

corporation. During our reporting period, we have not been able to incorporate every ‘practice
that we have set up in the structure of our company. Although we had these limitations, we have
done all that we can with these limitations to be able to accomplish our mission. We look
forward to 2017 as a year that we will continue to move forward.

Shema, GBC Board of Djréctors has approved this report.
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