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B About This Report

This report has been developed during the project "Transparency in
the supply chain” which was launched by the "Gesellschaft fur techrische
Zusammenarbeit” [GTZ] and the Global Reporting Imitiative [GRIL. The project
aims at the extension of sustainability reporting o small and medium sized
enterprises based on the GRI G3 Guidelines. As a supplier of the Otto Group we
are proud to have been asked to join this pilot project and we appreciated the
learnings ofthe process.

During the reperting process, we experienced to Live in a sustainable
framewark. We observed our company from the sustainable aspects and did
not only adopt new parameters bo our company but earn new lite vision and
ervironmental sensitivities personally. We realized that, without integrating
social and envirenmental concerns ta our personal life experience we will not
be able transform our company processes and integrate the GRI principles to
our internal procedures.

Our first report follows the reguirements lor the application Level B
and we plan to provide a follew-up report every bwa vears. [t applies to our only
production facility with three plants and a knithing mill located in Hadimkéy,
Istanbul. Duning the reporting perigd from June to December 2007 we
compiled existing data but also had te collect new information referring to the
required report content defined in the GRI framework. Mevertheless, the data
stems  from the period from January to September 2007, We dentified
indicators and the boundary of our report in several management meetings,

Moreover we took the opporturity to get in touch with our
stakeholders, such as our customers and suppliers, our emplovees, and the
local communsty. which otfered us another perspective onto our activities,
performance and challenges. The expectabions and interests of our
stakeholders will atfect the future plans of Topkapi Iplik.

Weinvite you bo read the outcome of our efforts. Please do not hesitate
to contact us for further guestions, recommendations or comments.

The Topkapi-RReporting-Team

Contact Persons:

Board member
Halit Ziva Akinci
halitakincifdtopkapnphik.comtr

Marketing Manager
Sevhan Yilmaz
sevhanyvilmazidtopkapiiplik:comi.tr

We believe that the crucial point how the
environmental and social issues are addressed, will
determine the future of man-kind alongside with the
economic income distribution between nations. The
rising awareness among the nations toward the
sustainability izsues put pressure on the
manufacturer, who are the main cause of the
problems arising.. How business will enhance its
positive contribution o seciety whilst minimizing
negative impact on people and environment will
designate the witality of the companies in the near
future.

Topkapi is well aware of its responsibilities
and act as a responsible entrepreneur in the market
since its foundation. We integrated the
environmental awareness-with Environmental
Management System (50 1&001- and social
contribution , both for our employees and the
community, - inaccordance with 5A 000 principles-
into our long-term business strategy. Thanks to our
carporate business strategy, today we have more
than 17000 trees planted around ocur mills and a
primary school and a high schoal, where more than
1000 students are educated every year.

We integrated social and environmental
concerns inte the orgamizational structure and
decision making process. Our manufacturing
process, supply chain management, marketing and
selling practices reflect the sustamable and
responsible entrepreneurship commitments.

Where as the world and ecaonomy trade ison
the rising path, the share of textile is
decreasing. Under these circumstances, surviving in
the textile sector meant for Topkapi to focus on high
guality, =pecial and innovalive products and
integrate sustainability issues to its business
understanding. For several years we focused on
yarn production but also on adding value to it by
inmavative-and technological developmenit.

We behieve that guality, service, to give the
mecessary importance to sustainability issues and
trust are the most important factors that bring ateng
success. Honestly and keeping our promises are
major principles that we follow and will go on doing
soany bime andin any condition.

We are happy to see the sarly resulis of
integrating all standards within Cerporate
Management System. We have reached the rapid
decrease in excessive woarking hours,
enwirgnmental acodents, occupational acoidents
and fire. With regular and well planned trainings, we
mcreased the maolbivation among employses
resulting in high productivity. On the other hand, we
have announced the Social Respansibility principles
tor our suppliers, who had to obey to these principles
after an adaptation period. The expansion of our
Soctal  Responsibility  Code  of Conduct to owr
suppliers gave us the availability to extend social
responsibility principles to a broad community.

The certification process for Forest
Stewardship Council goes on and within next year we
will introduce new eco-friendly products to our
sustainable product range, bike recycied polyester
fiber. The investment plan on renewable energy
sources have just started and we hope Lo finish this
project within 7 years. Our actwities under the
FProject "Good Citizen within Local Community” witl
continue, especially we are aiming at supporting
young people in educational and sportmanner.

With this reporl, we aim to provide
information about our corporate social
responsibility. philosophy and to adress how we
contribute ta our emplovees and community and set
aut the concrete data related to our eftorts to
minimize nagative effects on environment. We are
well aware of the importance of invelverment of our
employees and management staft in owr
achieverments.

Towrs Sndenaly

Mahmut Akinci
Chwrner, Tapkapi Iplik
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B Having a closer look...

Topkapt Iplik SAM. We TIC: A% 5 & yarn
spinning company. It is whelly owned by the Akinci
family, in the legal form of & joint stock company
lanonim sirket = A5 ] according to Turkish law. Cur

state-pf-the-art machinery park is located in three

different plants' and a knitting mill in Hadimkdy-
Istanbul.

The production site 1= builbon our estate which
comprises 250000 m® of land and is surrounded by
more than 17.000 trees. The following pages give a
closar look on our company prohile, the development of
gur operations and our praducts.

Following are some highfights to the readers of this
report ta give you animpression of our proceedings:

W History of Topkapi Iplik

Topkapi Iplik can lock back an a long history af
business experience. Building on the production site
and the heritage of Santa Politi - 2 teading industrialist
of that time = we started with 5.500 spindles in T973.
Today - 34 years later - our three mills are equipped
with: 72.000 spindles which delrver 15,000 tons of varn
every year. We have been and continue to be one of the
most madern mills in Turkey.

This development was a long and challenging
process. Mew investments, new ideas and innovations
help us to manage the delivery of competitive, high
quality products. We are not only finding ways to adapt
tothe latest standard of technology, we contribute to sat
the new standards of the industry. Our emplovees are
trained and are capable toembrace change.

It would go beyond the scope of this report to
tell the whole history of Topkapi but we like to present
some highlights ta the readers of this report to give you
animpressionof our proceedings.

1973 - Modernization of the spinning machinery and the
investment in 25000 spindles purchasing
Whiten and Sweiter spinning machines

1974 - Establishment of the hirst circular knitting plant
in Turkey consisting of Terrot and Camber
circukar knitting machines.

- |
]

1980 - Relocation of the production sites toHadimkay

1985 - Further investments in new technologies such as
Rieter spinning machines with a total capacity of 10.080
spindles

1997 - Investments in-Trdtzschler, finzer and Murata
machines witha capacity of 10,080 5p|n!:|l!a'5

1995 - Warld wide first tests of Rieter G30 ring spinning
machines in - our plants; An investment of 11.088
spindles followed the perfaction of the machine as a
result of these experiments;

1998 - Testing and improving of the new spinming
machine af Rieter G33, new investment n
Tritzechler, Rieter and Murata. machines with a
capacity of 29 B0& zpindles

2003 - Start of the production im mill 3 and
implementation of 14 Meomarch circular knitting
machines

2005 - Equipmient with Rieter machines: KAs and
Kabspinning machines tested for the first
tirme in thes mitl
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Economic Target : To reach %Z4 Growth

Economic Impacts;
LPositive Impacis: Toincrease company s incomes by

a. Increasing the share of value added products
within all products,

b. Finding new custemers and experting areas
like Mauritius, North Africa and Former Sowviet
Countries.

€. Increasing the productivity by maintaining
better flow of goods, less stages and decreasing the
fouls orwrong production and waste.

d. Decreasing the total cost with using more
afficient electricity and equipmant.

& With changing the structure of company’s
structure from labor -intensive to capital-intensiva,

a. Due to the cost and risk of develaping new
and value-added products, the new additional cost can
bearoused.

b. Dependency to the main brands in the world.
The more wvaluable goods mean concenmbration of
income in the hands of few popular brands.

c. Dependency bo the few numbers qualified
and certified suppliers. This situation can affect the
sustainability of the products and the control on the

cost.
Envirenmental Impacts;

S i
a. The increase of more natural - friendly raw
materials usage in our products wilt help to the efforts
to save nature and increase people’s awareness to the

mature.
b. The improvement of efficrency in all

processes in the company will decreaze slectricity and

water usage, indirectly the greenhouse gas emissions.
2. Megative impacts

An increase of raw material usage if increase the total
ouiput.

Social Impacts;

1.Positive impacts

a. Increase of taxes paid to the government

b. Inthe long term, Increase of wages

2 Negative impacts
8. Mew costumers and suppliers might have lower
sacial, environmental and labor standards.

Environmental Targets
1- We plan to reduce energy consumption by %10 at the
2008 by increasing energy efficiency and process
redesign.
2-We aim ta increase the share of organic cotton to %20
as the part our enwvironmental concept.
3- We plan to increase the share of renewable energy
sources, like wind and solar energy, within next 7 years.
&- We plan bo replace the share of polyester by a new
innovative type of polyester that is completely made of
recycled plastic bottles, prospectively in 2008.
Social Targets

We plan to extend the share of Fairtrade catton
bo 10% in 20:08.

Reporting procedures inthe next reporting period

We will start to add this reporting procedure
with menitoring of data to our monthly menitoring
routine. We will alse set monthly and yearly targets to
specific indicators asof January.

=
[
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Bl Topkapi In Numbers

216

Starting only with very few
workers our company is now
amplu-_.rer of 516 staff members
and provides the tinancial basis
tor their flamilies. Some of them

9000
Working al full capacity our
plants can drive 72.000  spindles.

« 35

After starting organic cotton

-yarns production, Topkapi

reached a spetial pesition in the
world organic market and

.17.000

Our three plants are surrounded
by 17.000 trees which we
planted to compensate our CO?

emissions since starting our

“achivities of gam production in

1973. We can look back on 3&
years of expeniences in our

m‘ganlc ﬂh&hﬂ blended yarn

business.

34

. 33.264

are part of our business since and produce 9.000 tonnes of produces 35% of the total world business activities in Hadimbay-
ﬁ;@@;ﬂﬁ“frgﬁ:j&nmjﬂﬁﬁ& yarneachyear. organic cotton yarn pmdﬂnhnﬁ |§¢?,¢_|__,_Lr
The Akinct Family started ﬂ.&ﬂdmw&%ﬁaﬁgﬁﬁ

Wik 07
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B Processes and Structures

Monitoring Processes

Dur economic, erviranmental and

social pertormance is constamtly
controlled by an all embracing monitaring
systam:
Each department collects: data which
refers toits operations and reporis these
intormation in the monthly and the yearly
monitaring meetings. Twice a year each
depariment prepares a ‘special report
camparing the collected data with the data
of the previous vears. At the beginning of
each year, all departments announce their
aims for the mext year. Moreover, they
present new process performance
critaria, which will be the new guideline for
the monitoring in the previous year. This
procedurshelps us todefineand reach our
future plans, momitor success -and deal
with challenges.

SUSTAIMAEBILITY REFDRT « 3007

=
|




alnabmty 07

B Code Of Conduct
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1= We commil nok to use forced,
including bonded or prison, labour; Nor to
require workers to lodge “deposits” or their
identity paperswath theiremployer.

2= We commut to provide equality of
opportunity and treatment regardiess of race;
colour, sex, religion, polifical opinion,
natienality, social origin ar other
distinguishing characteristics.
3= We commit not to use child labour.
Only workers above the age of 15 years or
above the compulsory school-leaving age,
whichiveris higher, are engaged.

&-We commit to recognise the right of all
workers b form and join brade unions and ta
bargain cotlectively. Workers representatives
will not be the suhject of discrimination and
wili have access to all workiplaces necessary
to enable them to carcry .out their
representation funchions,

&- Emplovers commit bo adopt a positive
approach towards the activities of trade
unions and an open athitude towards their
organisational activities.

&- Wages and benetits paid for a
standard working week will meet al least
tegal or industry mimimum standards and
always be sufficient to meet basic needs of
workers and their families and to provide
some discretionany iIncome;

7+ Deductions from wages for
disciplinary measures will not be permitted
nor will any deductions from wages not
provided for by nationsl law be permitted
without. the expressed permission of the
worker concermed. ALl workers will be
provided written and wnderstandable
information about the conditions in respect of
wages before they enter employment and of
the particulars of their wages for the pay
period concerned each time that they are

paid.

B- Hours of work will comply with
applicable baws and industry standards. Inany
event, workers will not on a regular basis be
required bo work in excess of 45 hours per
week and will be provided with at least two
days off for every & day peried for shift
workers and 1.5 days for daily workers.
Overtime will be valuntary, will not exceed &
hours: per week, will not be demanded on a
reqular basis andwill always be compenzated
at a premium rate.

%- A sate and hygienic werking
environment will be provided, and best
gccupational health-and safely practice wall
be promoted, bearing in mind the prevailing
knowledge of the industry and ot any specitic
hazards. Physical abuse, threals of physical
abuse,; unusual punishments or discipline;
and intimidation by the employer is strictly
orohibited.

10- Obligations to employees under
labor or soctal security laws and requlations
arising from the regular employment
relationship will not be avoided through the
use of labor-only contracting arrangements,
or through apprenticeship schemes where
there i5 no real intent o impart skills ar
provide regular employment. Younger
workers will be provided the opportunity to
participate in education and training
programs.

11- The Code of Conduct and the
internal procedures will be clear and and
accessible to all employees. The employees
must receive regular training about internal
procedures.

B Company Values

m Humanitanan Working Philosophy

Wea are very well aware that the long term success of a irm depends mainly on its
human resources. Consequently we established sincere and strong relations with our
emplovess since many years. We offer a healthy and friendly working atmosphere and
suppart the transfer of knowledge and experience as wellas the development and training of
voung workers, Close to 00 people warking here dedicate all their energy to bearn and
produce, thanks tothe confidence ot having all kinds of secial suppart.

We do not only rely on our many years of experience but we also embrace new
technologies and innovations. Considering the impeortance of cotton with its historical
background and importance for the development of industry we are censtantly improving
our manufacturing processesin breaking new innovative grounds.

We pioneered many ways in short staple fiber ring spinning in Turkey. As the product
development partner of the warld leading textile machine producer Hiter. Many spinning

machines have beentested in Topkapilplik's spinning mill, perfected in accordance with our
experience and later they have been introduced to the world market.

m Sustainable Development

Using high value raw material cotton we have a high awareness of the importance to
protect nature. We are deeply convinced that the economic development of our enterprise
must be in accordance with our ecological and social environment. Within our whole
production process we adhere to high ecological and social standards which is proven by aur
certification in 150 140007 and 54 B000. In addition, Topkapiis the first certified organicyarn
producer in Turkey. We are also a supporter of & Fairtrade project, aiming. at the
encouragement of people in developing countries to stand on their own feet.

=
=
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Our aoperations have an
economic and social impact on
all limps of our supply chain and
our stakeholders. We are an
active member of the
community in Hadimkoy.

SUSTAIMABILITY REPORT « 2007
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One way of supporting our community was the
construction of two schools. The location of the schools
15 & very paor part of the country and with the advice of
the local community leaders we decided to support
education in Hardimkoy.

The Haci Ahmet Akinci High School and the
Hahrmi Akinct Primary school hast up to 7000 students
educated by 100 teachers. Some of them later graduate
university, with ascholarship provided by Topkapi Iplik.

Sport plays animportant rolein the community.
We support our local teams not only with equipment like
balls, tricots and shoas, We also orgamize trips to away
games and record all their matches for an archive.
Besides we like to watch their games ourselves in the
cormmunity.

Four times a year we support 30 poor families
in our community. The care packages of 40 kg contain
mainly food and hygiene articles. Apart from the food
help, we try to support coal society aorgamizations and
social clubs wath several equipments such as iron for
construction.

Supporting Local Suppliers

As a common practice Topkaps lplik prefers to
spurce as many products needed as possible from
Turkey and especially from suppliers in and around
Istanbul. On the one hand we benefit from the tast and
flexible delivery, on the other hand we support the Local
economy. 33% of all source goods are from Istanbul or
some other parts of Turkey.

Bul as a global player in yarn production,
Topkap needs Lo compete with other global suppliers.
Thiz increases price and cost pressures and raises the
need for global sourcing of raw materials.

Our suppliers are selected according to their
location, their -human rights performance, prices and
quality. According to the supplying procedure of
Topkapt lplik, it's a standard process to wisik bocal
suppliers. International suppliers are checked by
agents ar recemve special questionnaires.

Following this procedure we had to reject one
supplier due to excessive working hours and not

providing of personal protective eguipment by the

)

employees.

The number of significant suppliers

Raw material suppliers
Spare part suppliers

Packaging material suppliers

Machine suppliers
Transporters

Total:

27

a3

16
21
14

145

| 1]
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B Keeping in touch ...

#s a part of the society we are aware of our
relationship to our direct stakeholders. The reporting
process helped us to reflect an the impact we have on
the peaple we are in contact with in owr daily business,
Moreover we want to strengthen the trust of our
customers. in our performance and products. The
stakeholder dialogue i not totally new to us: Topkap
already sends out customer appraisal forms once a
vear to all customers in order to measure their
satistaction and get teedback bo improve our producks
and services. There has been a &3% return in the last
bwo years.

Our decision was to contact all stakeholders

with which we are in close relations and who affect us
or are affected by our processes the mast. We visited
the municipality government body, the local companies
near to Topkapi lplik - and some community leaders
living in Hadimkoy. Moreover, we asked all our
employees in group discussions aboub their
perspective on the working conditions, ther
suggestions for our performance and their critique.
Also customers were invalved inbo our dialogue via
email-guestionnaire or phone interviews.

We were surprised by the great wallingness of
our stakehaolders bo contribute to the dialogue about our
performance and we were impressed with their
patisnce in answering gur guestions. At this stage we
want to take the ocpportunity to thank them for their
constructive feedback. Here 15 a summary of the

AnswWerswe got:

KA

Qur Customers

We have stable business relations to a number
afinternational textile companies such as H&M and the
Otto Group. Asking them about their perception of our
perfarmance they described us as a reliable and
trustworthy partner. All guestioned customers state
that they are satisfied with our timely deliveries and
payments. Furthermore they express pasifive
expernences of communication possibilittes with our
COMpANY.

Our interviewed customers showed high
satisfaction with the guality of our products. We were
encouraged o our activities concerning Corporate
Secial Responsibility because most of our partners

appreciate the implementation of management
sysiems suchas SAB000ar 150 14001,

We also appreciated to get some feedback on
oppartunities to mprove and we are determined to
advance our performance. |n some cases customers
mentioned that they would Like to see an increase in our
Hemibility wath regard to cperative processes ; others
expenenced some communication dithculties, We are

aware of thesa issues and will keep in touch with our
customerstosolve these problems.

- Our Employes

As the most important resource of our daily
business we asked our employees abaut their attitude
towards their employer Topkapt Iplik. The employees
we falked lo appreciated the opportunities tor young
people ko learn and work at Topkapi. The salaries and
wages were reported to be beyond the average in
Turkey. Our employees wvalue the monthly bonus
payments and the food aid we provide. In general they
feal comfartable with our working conditions and
described their working environment as healthy and
safe. They judge the opportunity fo visit the doctor and
to get consultation whenever they need as a great
advantage.

The oftered meals were welcomed because
they are prepared under hygienic conditions, served hot
andtresh.

We were happy to learn that our employees

acknowledge our coniributions o the environment and
that theyliketosupportour actwvities,

Some warkers would like to see an imprevement af the
small dining hall, that does not provide encugh space

for all workers at lunch time. Moreover, there was the
idea for offering a higher vaniety of programmes for
leisure activities to stréngthen the relationships
beteween employees and management.

1:1];:;!_‘__] jhi dETes

Az @ company we have direct influence on the
community which lives near by aur factory. It was guite
interesting to get an overyiew about their perceptions.
Our commitments to the community were
acknowledged, especially the opportunities we ofter to
young people and students, We started a scholarship
program to support the educational development.

Because of ourlong-time business in Hadimkay
since 1977 we had the possibility to build good relations
to the commumiy. The people we talked to were
thankful far the support of the local feotball clubs and
benefite for local associations. Furthermore they
mentioned the planting of 17.000 trees within 20 years,
Dur commitment to peaple in need by arranging soup

kitchens or health and financial support are most
welcome.

The results were in general positive but we
were confronted with some eritical comments

regarding the noise at locations around the tactony.

—
Cad
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A& firm has e concenirale on customers’ social and
economic demands al the same time. The business
practices of Topkapl Iplik require long term
relations with customers based an reliability, trest
‘worthiness and layalty. Thanks to its firm principles,
Topkapi is acting in the supply chains of the world's
biggest brands for many years.

What

Responsible
actions

WE

The employess are the fore front units of
our company, who first realize the problams
and related solutions. With providing
employees to understand company values
and philosophy will help us to manage and
facilitate the grow up of our company.

With the start of 2007, Topkapi decided to take
place in the global effort to support African
countries in their efforts to improve the living
standarts of its people. Later Topkapi engaged

in projects of similar nature with Asian countries.

Measuring Progress

B The following presentation of our perfermance according to
sacial, economical and environmental indicaters of the Global Reperting
tnitiative will give a very detailed view anto the sustainability aspects of
our company. Some issues were also new to us and we were confronted
with very positive but also challenging discoveries. These findings are a
good basis to work on the improvement of our enterprise:

A special committer has bewn formed with clear
responsibilities and deadlines lor implementation§
The apprepriate countermeasures have baen
identified with the responsible officersin the
internal Risk Management Code of Conduct.

SUSTAINABILITY REPORT » 2007
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Since with the start of ¥0's Topkapi adopted its
production and marketing philosophy according bo the
mcreasing importance of social and environmental
issues. As the sustainability issues started bo become
selective factors in the consumer behaviors, Topkapi
re-organised Its production and markebing stralegy
fram marketing orientation strategy to sustainable
marketing concept.

Topkapi's sustainable marketing concepts’
cribical charge is that, a firm may satishy its custormer as
15 slated im the marketing concept, at the same time it
can also adversely atfect society. The key point in our
new concept Is that, a company recognizes that a
market includes not only the buvers af a firm's products
but also other people directly affected by the firm's
operations. The company must concentrate on long-
term view of customer satisfaction and performance

targets, instead of concentrating on short term

advantages.

o

Firm have to concentrate on custemers’ secial

and economic demands at the same time. The business
practices of Tepkap lplik require long term relations
with customers based on reliability, trust worthiness
and loyalty. Thanks to its firm principles, Topkapi is
acting in the supply chans of the warld' = biggest brands

for many years.,

B Product & Markets

There are wald trees in India. Their frus

produces such a woal that it i= grown as good and
beautiful as the sheeps. The Indians make their clothes
put of this tree's wool says lamous histernan
Heredates | 484-425 B.C} in ane of his books and he
adds that yarns spun gut of thiswool are hiner compared
to that of sheep’s wool. Cotton was generally called
‘treewool or plantwoal inthose days.
Domesticated simultaneousty in Peru and India some
b 500 vears ago, cotton was a buxury fiber in ancrent
Rome, a canvas for the artistry of Indian cloth makers,
and a prime motive for the colonization ot the Mew
World. Alexander the Great carried cotton cloth on his
back from India to Europe.

Topkap |plik transforms this unique mift of
nature inbo yvarn wiath great care, Cotion is the most
significant agricultural product used in industry, the

means of existence for milbons of families all around
the world.

Share of Export Markats

BEY
¥ africa
‘Middle East
" Domestic market

Topkapr lplik. 15 experienced about the
worldwide innovations in shorl staple ring spinning
technology because many new generation ring spinning
machines have been tested firstly in our plant, perfected
in accordance ‘with those experiments and later
introduced tothe world markets,

Durmain product is top guality yarn tar the production of
high=value textiles by concentrating on innovative and
technological development. We are specialized on
COMA® Compact; Twinand Yario Yarns and Vortex varns

whichare extremely demanded on the world market.

Share of Raw Matertsl

e

1%

10%

10%

76 % B Colton

¥ Falrtrade Cotton

B Organic Cotton
Polyester

W Tencel

B others

670 of spinming mill 15 processed as knitting
yarns. and %30 as warp yarns in the weaving mill,
predominantly for sports and owufter clothing and
household textile (bowels and duvet covers), ready-to-
wear, underwear, overalls and footwear. Tephapn Iplik
sells 708 of its yarn production, more than %70 of which
iz exported to European Union, Mauritius, Balkans and
ext, Its prestigious customers include Mango, fara,
Benettan, Mike, Banana Republic, Otto Versand, bioRe,
HE&M and Coop Switzerland.

Cotton is a precious gift of nature and lwang
resource of about 20 million families. The world cotton
production has increased threefold between 1950-19%5
as a result of high quality speed, watering.and use of
intensive input. World cotbon demand is increasing in
paratlel with growing population. In 1950, world fibre
production was 832 million tons, consumption per
capita was 3.3 kg. World fiber production rose to 42.88
millign tons in 2003 and world population of £.34 billion
corresponds ta an average per capita cansumption of a

. 9hkg.

—
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1- Organic Cotton Yarns

We decided to continue with organic cotion use
im our mull 1 in 1999, Tophap, wanis to minimize
agriculture’s impact an the environment and to pass
next generations 8 more liveable world. We process
%100 organic cotton in our mill sith 10,080 spindles
and %5 organic cotion blended wvarm with 33.264
spindles.

Urganic cotton agriculture 15 a produection
meathod thal aims to yield products containing
minemum chemecal residue by minsmizing agriculiural
impact on the envirenment and to rnise the guality ot
products.

#s a first step, Topkapl prepared a special
brochiure explaining the importance of using organic
cotton and the way of getling organic certificates of
procesing organic products. The most of Turkish
companies learned the organic process wia our
brochure,

After starting organic cotton yarns preduction,
Topkapi reached a special position inthe world aorganic
market and produced 35% of all world yarn production
in those years. In order to increase and shape market
and consumer awareness, and bo encourage organic
cotton farmers Topkapi gave a start to specal
promotion as using %5 organic cotton on all yarns
produced i one of its mills during the year 2003 withowt
any price difference. &l customers have been informed
about the varns they are buying. This was the one of
most important campaigns aiming to promoke organic
cottonyarn use and itreached abig success.

EECE

Following the organic cotton varn preduction,
in-accardance with iks Sacietal Marketing Concept for
21.century, Topkapi decided to add another important
sustainable product toats product range in 2004,

The production of Tencel is revolutionary.
Lyocell s a manufactured fiber, but it 15 not synthetic. I§
15 made from wood pulp harvested from tree farms that
practise sustainability and iz a %100 biodegradable.
The production is based on a solvent spinning process.
The closed loop circuit recycling the salvent is what
makes thiz process revolutionary. The solvent is
recovered up to %9.5% and the emissions, which
remain, are decomposed in adapted biclogical
purification plants. The manufacturing process was
awarded the "Europeanfward for the Environment”’ by
the European Union and the International F5C.

3 - Kapok I

In 2006, a huge step has been taken in order ta
help the world to save tropical fauna and rainforests.
Ceiba pentandra, is a majestic tropical tree and
appropriale symbol for the complex biological
interactions and human connections with the
emvironment that drive our work.

The kapok fiber, one of the few sustamable
rainforest crops, derived fromeseed pods of the majestic
Ceibatres iz agolden silky fiber, which can dizpel wind
and dampness and relieve pain.

The ancient Maya of Central Amenca believed
that a great Ceiba tree stood at the center of the sarth,
connecting the terrestrial woarld to the spirit-world
above. The long thick vines hanging down from its
spreading limbs prowvided a connection to the heavens
for the souls that ascended them. Ewen today, these
grand trees are regularly spared when forests are cut -
=it Iz a common event o see lone, isolated Ceiba trees
proudly spreading theirr shady branches high above a
pasture or agricultural field, arelict of the great forests
that encewere there.

The giant limbs of the Ceiba's umbrella-
shaped crown are laden with epiphyte [aerial plants]
and provide a home for countless species of ammals.
Birds, such as Toucans, Araucarias, flycatchers and
trogon teed and nest in the tree's high perches,
mammals, such as White-faced Capuchin monkeys use
the anormous limbs as aerial highways, frogs rakse
their tadpoles in the tiny pools that collect in
bromeliads, and insecizs reach the peak of their
diversity in the canopy of giant trees Like the Ceiba.

-
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There are companies called 'School
Comparnies’, with their long business experience and
corporate campany culture they are playing the role of
schools for their employees. Topkapi is wadely
accepted as a varn school within the Turkish Textile
Industry. Topkapi does not offer only bextile educatian
tor its employees but essenbal information at
international level relating to work safety,
envirommental awareness and human rights issues.

Employment and complying with national
regulations such as tor health -and satety or with
international standards already meet basic needs of
our emplovess. What makes the difference 1z that we
are laking concrete steps in workers satistaction,
career planning and persenalwslfare. itisthe best way
te show to our employees that we are appreciating
them as individuals and giving the necessary value to
their contripution to the company.

The employees are the fore front units of our
company, who first realize the problems and related
solutions. Providing employees to understand
campany ¥alues and philosophy wall help us to manage
and facilitate the grow up of our company.

We know that, employee participation will get
the emplovess more devoted bo the company and will
increase our company activeness. In order 1o establish
good imternal partnerships with our employses we
applied the following precautions:

1-To create reliable atmosphere betweasn
mianagement and employees
2-Partnerships wath employees by implementing
mindels of employee consultation and participation in
the decision-making process.
3-With training intensively our emploveess about work
safety, ervironment and human righis we empowered
thie individual.

More than 530 people working here dedicate
all their energy to learning and production thanks to
the canfidence having every kind of social opportunity.

|20

Training

Thanks to its working conditions and respect
for human dignity, Topkap was the first spinning mitl
nok only in Turkey but inthe whole of Europe bo recems
Sh BOOD certificabion for social responsibility and
accountabelity.

Topkapl appreciates loval employees with long
years of service who implement the company s guality
goals an a daily basis. Theretore, a skilled and well-
educated workforce 15 the mast important asset tor us.
Employees are completely prepared for their
responsibilities by the company's own training
department. Topkapi is investing in employee training
and regular mm-mill traiming courses guarantee a
consistently high skill level. The Employee Training
Oepartment has a target to educate all employees at
least %0 minutes every wyear, The training plan is
announced at the beginning of each vear and materials
are prepared carefully in accordance with national and
international regulations and certifications owned.

The maost important part of our training
philozophy, is training on human nights and work satety
issues, which is repealing every & months: The
education materials are prepared according to the 54
BOO0 code and OHSAS 18001 certshcation regulations.
The second phase in sur traming plan is environmental
issues relating ta the Environmetal Management
System 150 14001, Employees are trained on our
environmental politics and policy as well as action
pians. Aftter empowenng our employess with the
necessary information on socal and envirenmental
1Issues, the theoretical and at work training 15 taking
place.

Listening to our Employees

The operations of a company are highly dependent on
the communication within the team. The warking
atmosphere sutters if changes im operations are not
communicated in adequate notice periods. Accarding
to the collective bargaining agreement, significant
changes in the working conditions have to be notified
in a formal written document and employees can
provide their viewwithin six days.

The suggestions of our emiployees are of high value for
our company. We have also arranged a system with
complaint boxes to offer them the possibility to
express ther thoughts, ideas and complaints. They
are welcome to contact the managemenl whenever
they like to do that.

SA 8000 Certificate

Topkapi was the first spinning mill not only in
Turkey butin Europewhich receved 54 BOOD certification
for social responsibility and accountability. The SA 000
Standard is an auditable certification standard based on
international workplace norms of the International
Labour Organisation [ILO) conventions, the Unversal
Declaration of Human Rights and the UM Convention on
the Rights of the Child. Standards are integrated into a
management systems.

Safe Working Environment

After obtaining and adoption of SA
8000 principles to our Carporate
Management System, the absentee, injury
rate have decreased rapidly. Because of
nature of our work, there is no occupatienal
disease between our empoyees.

Since we started the preduction, we
did not experinced fatality in the company.

Sustainability *
rt

Health and Safety

To guarantee the health and safety of our
emplovees we implemented a heslth and safety
committee with joint representation. It helps us fo
facititate a positive health and safety culfure and has
the right to step production and all facilities in case of
danger for health and safety,

The committee among others consists of
worker health and work safety responsible technical
personal, a8 company docter, a8 workers
representative, a training/orientation director, and an
emplovers’ representative as the president of this
committes.

Our workers have the possibility to contact the
company s physician in case of illness ar injury. He is
also avallable in case of emergency and guarantees
fast medicalaid.
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Our social performance

The success of our company is totally
dependent on our employees, their motivation, health
and satisfaction, They are the anes who understand all
strengths and weaknesses within the production
process. Knowing about their wellbeing as well as
listening to their suggestions is the best way to
improve our business.

Our Workforce

Our workforce comprehends 514 employees
of which 13 have supervisor responsibilities, They are
all contracted on equal terms, that is on fulltime for a
permanent period, Their provenance is Istanbul or the
direct surrounding.

Collective bargaining agreements

The freedom of association is a human right as
defined by international declarations and conventions.
Topkapi Iplik is one of the biggest Turkish textile
companies which has implemented freedom of
association for allemployees.

We are an active member of Turkish Textile
Employers’ Association who manage the collective
bargaining with the Turkish Textile Employees
Association. As a member of TTEA we adapt our wages
according to the yearly agreement between employers
and employees.

| 22

Payment

The precondition for a good performance on
the job is a salary which does not only cover the basic
needs. An adequate salary allows to save money for
higher expenditures of an emergency case, Dur wages
and salaries are far in excess of the national minimum
level. The entry level wage of Topkapi is 30% higher
than the minimum level wage, which is set at 715
TL/month |414€] and 2,5 TL/hr respectively

ety
L
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Number of employees covered by collective
bargaining agreements due to their membership in
the Turkish Textile Employees Association

We know that raw material supplying is the
most important parameter in producing high quality
products. So we wark with the leading suppliers of
the world te maintain our standard quality. We
provide our cotten nead of 12.000 tons/year from
American, Greek and African suppliers. Supplying
%50 of our cotton from America as a licensed user

gives us the advantages of working with less recipes,
maintaining same values in repeating orders and
increasing productivity and efficiency.

With the start of 2007, Topkapi decided to take
placeinthe global effort to support Africancountries
in their efforts to improve the living standards of its
people. Later Topkapi engaged in projects of similar
nature with Asian countries,

Sustainability
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Qur activities began with our certification to
the FLO Fairtrade Label, which brings benefits such as
access lo international markets, with increased sales
and increased income as well as advice and support
The Fairtrade standards require the industry to pay a
Fairtrade minimum price anhd a Fairtrade Premium to
the producers. Topkapi bought 947 tons of Fairtrade
cotton from Mali, Senegal and Cameroon. This quantity
is appr. %10 of our cotton usage. In 2007 / 2008 we
sourced %30 of the world wide produced Fairtrade
cotton.

Since 2007 Topkapi has also sourced Organic
Cotton from Boweevil's project in Uganda by
permanent and reliable business aclivities and large
purchase shares that help create an impact on
business success of the project and on the local

2
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B Did you ever think what makes the difference?

We produce in accordance with internationally recognized quality systems, The high quality standard of our
products as well as our responsible production processes which attend human health, the environment and the needs
of our employees are certified by the following labels:

The percentage of significant products covered by a special labelling procedure is %20.

Label Name Purpose Impact
e 2 SA 8000 Global social accountabifity Management system
‘e’ Since 2003 standard for decent working Human & workers' rights
2 conditions Health & Safety
Compensafion
OHASAS 18001 Generic management Occupational Safety
Occupational Health system standards which Workplace Conditions
and Safety assures “"6“':';“““’*3’ Sanitary Facilities
Management Risk manageament
System
Since 2003
Faire Trade Independent guarantee that Fair payment of farmers
Since 2006 disadvantaged producers in Support of community
the developing world are projects in the production
getting a batter daal region
FAIRTRADE
society. The impact has been proven by improvements Furthermare Topkapi includes Organic Cotton I1SO 14001 Generic mamﬁfﬂ Continuous rﬂv’ﬂ_l-lcﬁm of
such as an increase in permanent housing in these fram India since 2007, The total quantity of organic Environment system standards with environmental impacts in
areas, a growing number of shops, betler medical care, cotton bought from India is: 586 tons which is the appr. Management regard to environmaentsl our whole production
and the fact that people can afford it. A major 50% of organic cotton used System Enagere process
improvement has also been the reduction of child Since 2003
mortality. Organic cotton trade encourages agriculture In the light of our decision to support African - .
free of chemicals and thereby avoids harming producers, we started to buy conventional cotton from D.rganic Exchange Non-profit business Reduction "-‘Ithe usage of
producers and the environment. Mali, Benin, Ethiopia and Togo.The bought quantity is Since 2003 ;ﬁﬁ“?ﬂmﬁﬂ synthetic fertilizer and
2582 tons of cotton which is appr. 30% of our global “E“cﬂ"ﬂ“ o ““ﬁ“".‘“:}'"“
"Boweevil Uganda Organic Project” includes conventional cotton usage during 2007 h-lduau:rg cultivation of cotton
16.000 farmers in the north of the country. The total
guantity bought from Uganda Organic is EII;I tons of .The total quantity of cotton bought from Africa 1S0 9001 Generic management Continuous improvement
cotton which is gqual to 30% of all organic cotton and India is appr. the %40 percent of all cotton bought Quality assurance system standards with of product quality,
bought by Topkapi during the 2007. by Topkapi. System regard to quality increase of customer
Since 2002 management system orientation
Share of Cotton Sources Oek olex/Standard 100] Label that guarantees Product responsibility
6% Since 1999 ecological standards of Consumer health
textiles during production
P i
= -
E Tencel Fibra Fibre which is produced Natural matarial E
. Since 2004 from pulp acording to FSC 100% biodegradable .
= " -
& % TENCEL principles. Biological purification &
iy . W
[= o o
= -
é’ Dri-release® treated | High quality fibre for Long duration of fibres E?,'
z iri IBNSEEEE" | Wi Freshguard® | sportswear z
o S - T Since 2004 =
% ® African Cotton o %
u # Indian Cotton v
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Topkapi decided to be a part of environmiental
salety movements since the mid of %0's.
Enviranmental concerns were not a new concept for
Topkapi. Topkapi already has been giving the
A LR importance to protect amd improve ifs own
4 f*f 1-.t{’-!3:,‘l', ok L'u I'*I '-H'IIJJ LEl emnvironment. Topkapi planted appr. 17000 trees since
T RRE RS '.f L almost after the start of the production in this new
plant. Topkapi has a hectare of fruit garden consisting " '
of mare then five types of fruits as well as half of a A EPEEial committee has been
hectare of vegetable and a hectare of grape garden all

to be used by the employees. The new approach was to formed with clear FESPUHSibilitiEE
II‘ ) Ty - - i s " . " - .
introduce an Enwvirenmental Management System Eﬂd dEEd'.II'IEE: f{]ll' Jmpl.ementalmn.

stk d-',»ll;r;-"l":;.'.'f; st PR 10 Ji '.-I" §i' E |[EMS] taking into account the global environmental

L LR o e L R LS e T L o i

: l_.r_j, |:'T- '.’}“'"!I Sl b A ;-_ -_ 4 | concerns and to adopt the intermationally accepted ThE‘ aPPr‘jPriatE EﬂLII'ItEI'I'I'IEEIE-UI’EE
e Kdry : ri regulations. . g .
i ’r*ﬁn"r jﬁlf- { b The first step towards to an EMS, was have been identified with the

oty { : v
by OF mlﬂ. F:' i':' Pf"1 ’.‘ ek i applying and obtaining the Oeko-Tex Standard 100 in . . . ;
Wy #1 L | i ffr e January 1989 far all products. The Oeko Tex Standard rESPDnEIblE officers in the internal
P!,;,f&" L1 L oy il ! i"-,_'.f_'.-‘f,-".. :-' ] ‘ 100 was intraduced al the beginning of the 90 in  Rigk Management Code of Conduct.
I i o i A L T U L 0 e order to meet customers demand for no risk to health !
i ; ' textile products. This cerlificate guarantees that all Each production and management seclion
products meet the human-ecological requirements of ~ ©2nsiders and announces its targets to reduce the
the standard presently established for baby artic impacts and prepare a spe l:!.al regport comparing the
The second step was the Introduction of the athievements with the previous years' results each
month. Each department announces its action plan to
achieve iis targets.
The risk and waste management systems are
gne of the important paris of Topkapi's EMS. The

T
Ty e

International Skal Certification for organic cotton yarn
production for the first ime i Turkey which was
obtained in 1%9%. Topkap: pioneered in the Turkish
market with the organic production and prepared a i
special brochure explaining the importance of using  ©@rporate risks were adentified, classibed  and
organic cotten and the way of getting an l:lrgani-;: recarded in an inventory. A EF:E-:'.I.:'Il committee has
certificate and the way of processing organic products. been formed with I:I|.E:'IF respansibilities and deadlines
The third and most important stepwas takenin 2003gy 197 Implementation. The appropriate counter
obtaining the IS0 14001 Enviranmental Mznagement measures have been ||:Ier::t.|hed with the r-azp:unz.-hle
Certificate. The Environmental Management System -::rr:-:ers. in the internal Risk Management Code of
of Topkapi is a tool for managing the impacts of the  =onauct.
organization's activittes on the enwironment. It As we realize that the supply of many of our
FIFEI'.rIdEE- an approach ta planning and implementing matural resources iz limited and irreplaceable, We
environment protection measures. decided that two conditions clearly demonstrate the
The EMS monitors environmental importance of careful new product planning.
Increasingly enviromnmental factors started to
influence product decisions, because we simply can

.
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performance of our campany accerding to announced
aims and criteria. An EMS imtegrates environmental ;
management into a company's daily cperations, long Mot afferd to continue wasting our natural resources
term planning and other guality management and polluting owr environment. The recent
Lhetirie development in this process has started in 20086

v To develop an EMS, Topkapi described and including environmentally friendly product
announced in an internzal code of conduct which 15 development. The first product of this new concept
updated every year, the environmental impacts of st Was blended yarn from the Kapok tree as described in

the products and markel section.
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B Our Environmental Responsibility Indirect Energy Use
Raw material by weight
N . . & 00000
The production of yarn is a high energy

consuming industry and we aim at minimizing our - = -

environmental impact constantly, Moreover we - (=T In total we consumed 100000 T—— ] = =

contribute to the protection of nature by using 98% E«-_Tl-':l'fl._f'.'f""" = 27.461.300 kwh [80%) non-renewable aman - . !

natural raw materials and 10% of organic produced o energy and 6.865.200 kwh [20%) :

.000.00 11 ‘ Ot b [ 1000 WV
cotton. _ renewable energy. The renewable . [l reaeprdia
Recycled materials energy is generated by water power. tsoace T8 —1

We aim at constantly increasing the portion of 1o i :
material which is composed of recycled assemblies. i -0 i | ! &
Currently I I

137 B JITEIL W aon - : -
15% (118.144 pieces) of our spare parts Organic Cotton r‘f‘ éﬂf & * g 4 f #“f
and ) _ The cultivation of organic cotton reduces these .
?ﬂ%ll_ﬁ‘??.:iﬁ pieces] UHTE packing substance negative impacts to a great extent. Therefore we use
are recycledinput materials. 10% organic cotton as raw material: our yearly output L
are 10,080 spindles with 100% organic colton and Wsiee ol Water consumption
. 33,264 spindles with 5% organic cotton blended yarn .
. Reduce the Impa{:t Qur plan is to extent the share to 15 or 20% in the next
year. Water is supplied by the
- - - i EWATER NS icipality and the city water
We perceive the protection of the environment as an One other aspect of our commitment is the municipality a ¥y ;
integral element of our business. We implemented  production of high quality yarn. Improved guality of our network.. Our total water consumption
several environmental management systems to make yarn makes it not necessary to use waxes! is at 2,25 m3 between January and
the conservation of nature a part of our daily business. September 2007
Our efforts are honoured by several certificates such
as |50 14001, ECO-Tex and pure wear.
Cotton How much MwﬁuimﬁEwhhqimdh raise the amount
. . y of cotton needed for a T-shirt..
98% of our raw material is cotton. Besides the superior -
properties for the production of different types of — WaSte Management
clothes, the cultivation of cotton is a way to safe energy e e e e A R o AP For the disposal of our waste we follow
and contribute to a sound environment due to its &> — — — Chum batteny. 5 pieces Paper and pastsbobnt 35,200 ks Ricycle: 178 816 TONNES the strict instructions of the national
biodegradability. — — - - Eleciric bulbs: 456 pmcas  Nyfon and riyton bags: 17,130 kge On-atis stornge: 53.5 bgs legislation and 150 14001 criteria.
At the same time cotton accounts for about 25% of the —_— e e mﬂ'm"'m""ﬁf‘a :;':m'n‘ﬁ;uf': s "ﬁwm',:m"mm'z"' The following table gives a detailed
global insecticides market and about 10% of the PR S R R Y Scrap cabie: 39.2 ks Plastics: 3,560 kgs overview of all waste types which emerge
5 Oy mistarinis. 26054 wgs Conpee 2055 hay '
pesticides market by value. Each year cotton Seventesn lea spoons of synihetic fertilizers are used b gesippringnin st from our Pl'“'ifUﬂl“" processes and
producers around the world nearly spend 2.6 billion $ lo raise nine ounces of cotion PR S the way of the disposal.
{ icides. Thi TOTAL TONS: 1.673
or pesticides. This has severe consequences for the {onm T-shint). el
human healthand the environment.
"
3/4 of tea spoon of active ingrediants: pesticides,
B CO,-emissions "
= 17.000 trees =
. Furthermore we made a great effort to contribute to Direct CO, emissions in Litre In Tona .
o the improvement of our direct environment. Since 1980 =
E every year we planted on average 1000 trees in the GABOLIE hasidiihe A5 E
; 5“”“““'5;“3_0*;‘;" plants, Today approximately 17.000 LPG 4320 58 In the year 2007 we had a total ;
E trees embellishthe area. DIESE amount of 16,062 t COZ emissions. In =
g We cannot provide relfiabie ducumentatiun and k. hicindinld i correlation to our production we emit ﬁ'
! rnr.*_thods yel to quantily cnmpenﬁatmn_ of CO2 FUEL OIL 49,142,00 185 1,78 tonnes COZ per 1000 tonnes of -
= emissions but we trust in the effect and keep improving yarn. =
..%n our decumentation and measurement technigues, Indirect CO2 emissions | ks kWh I Tons ua'l
Electricity Grid 34,326,817 KWh 15.858 1 C02
Total CO2 emissions 16,062 t CO2 | 29 ‘ -
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