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about the report

As Kastamonu Entegre, we conduct our
business with an ethical, transparent and
accountable management approach in line
with our vision of becoming a global brand.
We have been carrying out our activities

for 50 years with an awareness of our
environmental, economic, social contribution
and impacts. In addition to the annual report
we have prepared for financial institutions
regularly since 2014, we are now pleased to
present our first sustainability report to all
our stakeholders.

The report you are currently reading lays
out the sustainability performance of our
company regarding its operations in Turkey
between January 1 - December 31, 2018.

This report has been prepared by the KEAS
Sustainability Work Group as inspired by
Global Reporting Initiative (GRI) Standards
and by considering every step of our

value chain. At the same time, the United
Nations Sustainable Development Goals
have provided significant input to the
report. Sustainability priorities have been
determined based on Stakeholder and
Sustainability Committee feedback.

In the forthcoming periods, we aim to
continue our reporting studies and develop
them in step with the expectations of our
stakeholders.

In order to minimize environmental impacts,
we have prepared the Kastamonu Entegre
2018 Sustainability Report in the digital
environment, and hereby submit it for your
consideration at www.keas.com.tr

You may submit your questions and
suggestions to: surdurulebilirlik@keas.com.tr




) CEO's message

Dear Stakeholders,

Kastamonu Entegre, having adopted the

mission of "preserving the natural balance”

and "contributing to society” upon inception,
considers its sustainability approach focused on
people and nature an integral component of its
corporate governance principles. We are pleased
to share this work that embodies this approach
in our company'’s first sustainability report.

In order to leave a fairer and more viable world
to future generations, our core target should

be to ensure that the sustainability approach

is adopted in all fields. As the Turkish leader

of, and ranking among the world’s top four
manufacturers in product terms of the wood-
based panel industry in the production of MDF,
particle board, laminate flooring and door panels,
and being the seventh largest manufacturer in
the world, we realize all our business processes in
light of our environmental, social and economic
impact.

Our biggest responsibility today is to look for
means to realize economic growth efficiently
without consuming the world’s resources. We
focus on the circular economy by supplying the
wooden raw material we use in production from
sustainable, renewable and certified sources. We
are developing solutions where waste is recycled




at an increasing rate. As for the ECOBULK Project
created with the target of product design and
production, the establishment of reverse logistics
chains and better management and monitoring
of waste flows, we have been elected to take part
in it in our capacity as a manufacturer, and as the
sole solutions partner from Turkey. We produce
composite boards from waste. We produce

raw and melamine coated particle boards for

the furniture industry using 100% recycled raw
materials at our Italian facilities. We are the
second largest partner of ENAT A.S., established
under the guidance of the Ministry of Agriculture
and Forestry and TEMA Foundation with the aim
of achieving sustainable forest management and
ensuring industrial forest plantation development.
To date, our company has planted 1.7 million
saplings on 14,000 acres, and since 2016 has been
supplying wood to the sector.

There is no doubt that one of the pressing global
issues to be addressed today is the climate
crisis. We develop renewable and innovative
energy projects in line with the Climate Action
target, a Sustainable Development Target.

With our “Gasification of Waste Biomasses and
Renewable Clean Energy Production” Project we
ensure that waste generated at our production
facilities is efficiently converted into energy

at the gasification facility. This project of ours

was the recipient of two major prizes in 2018.
With the Solar Power Plant we established in

our Adana plant, we supply our electricity from
renewable sources. And by converting from
diesel fuel forklifts to electric alternatives at our
facilities, we have both reduced our energy costs
and prevented risks that may arise in terms of
occupational health and safety.

Another factor that contributes to the
sustainable development of our company is
digitalization. We are changing the way we do
business and increasing our productivity by
converting our systems to digital platforms, both
on our production lines and in administrative
processes.

As a global brand in the wood-based panel
industry, we will continue to work with respect
and awareness of the right to a good life for
future generations. We sincerely hope that these
seeds we have been sowing will continue to
grow, vyielding fruit for tomorrow’s generations,
and for our employees and their families who
have accompanied us on the steps we taken thus
far. It is our foremost wish that environmental
and sustainability works progress swiftly
enabling sustainable progress, both for our
country and the world at large.

Kindest Regards,

Haluk Yildiz
CEO



A0OUL
<astamonu
—Ntegre

4-25



= e 2
LW.. MH WMM% .h.cﬂ..ﬁ..h..l..%

SSLEEEEEEE

I~ &k 1
Sl i

i 1

RESPONSIBLE MANAGEMENT APPROACH

EMPLOYEE ORIENTATION
PRESERVING THE BALANCE OF NATURE

CONTRIBUTION TO SOCIETY
DOCUMENTATION

w
2 4
(Y)
w
-
4
w
2
Z
o
=
s
3
(-
2
o}
(1]
<

SUSTAINABILITY APPROACH
PERFORMING OUR DUTY WITH A




> ABOUT KASTAMONU ENTEGRE

In the wood-based panel production industry’
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aoouUt Kastamonu Entegre

Our company produces raw and melamine When viewed on a pI’OdUCt

faced particle board and MDF, laminate 0 5

flooring, skirting, fire resistant MDF and baSIS! namely MDF! partlcle
particle board, moisture resistant MDF and board, laminate flooring and
particle board, painted panel, colored MDF, door panel, our company is
honeycomb filled decorative panel, glossy

panel, kitchen countertops and door panel amonhg the tOp 4 manufacturers

in the world.

required by the furniture, decoration and
construction industry.

The company, established in Istanbul in
1969 under the name of Hayat Holding to
manufacture in the wood-based panel sector
with T00% domestic capital, commenced
production in 1971 in Kastamonu. As of

the end of 2018, production has started at
our Adana, Balikesir, Gebze, Kastamonu,
Samsun and Tarsus facilities in Turkey.

Our overseas production facilities include
Romania, Bulgaria, Russia, Italy and Bosnia-
Herzegovina. Furthermore, we have a
company in the USA where we manage the
wood chip supply and logistics processes.
Of our total production capacity 44% is
accounted for by our overseas plants, and
56% by our plants in Turkey.

When viewed on a product basis, namely
MDF, particle board, laminate flooring and : :
door panel, our company is among the top | <= — -
4 manufacturers in the world. We realize et .
6% of global laminate flooring production. (S
We have an annual production capacity of

2.5 million m3 for MDF and 3 million m?3 for

particle board.

7 All MDF, MS and OSB productions are taken into consideration.

ASTAMONU ENTEGRE SUSTAINABILITY REPORT 2018 @kastamonu
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oroduction plants

Particle Board Plant

Kraft Paper
Plant

Particle Board Plant
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Kastamonu Romania S.A.
Particle Board and
Doorskin Plants

Kastamonu Russia
MDF Plant

Kastamonu Turkey
Kastamonu Particle Board Plant
Gebze MDF & Particle Board Plant
Balikesir Particle Board Plant
Kastamonu MDF Plant
Samsun Particle Board Plant
Tarsus Particle Board Plant
Adana MDF Plant
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our product groups

Particle Board

v v

Low Density PB Mediun;BDensity

) ; }

Moisture Flame

Decorative Panel Resistant Retardant

v \/ v

Printed Melamine Faced Kitchen Tops

.

UV Lacquered

Moisture Resistant Flame Retardant Melamine Faced

Printed UV Lacquered

@kastamonu KASTAMONU ENTEGRE SUSTAINABILITY REPORT 2018



Fiberboard

LDF MDF HDF
(Low Density) (Medium Density) (High Density)
MEaced Resistant Retardant Coloured Door Panel Y
jiclice phciice
UV Lacquered PVC Laminated MeII)aon(;irngaI:‘Z?ed Skirting

Raw and Laminated Acrylic Laminated PVC Laminated

Printed Laminate Flooring
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MISSION

To add value to the comfortable living spaces
with high quality, innovative, reliable and
environmentally friendly products which meet
all stakeholders’ expectations at the highest

level in the wooden panel sector.

To become one of first 5 producers in
the world in the wooden panel sector

and to make Kastamonu Entegre
become a global brand.

KASTAMONU ENTEGRE SUSTAINABILITY REPORT 2018
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@ core values

... Teamwork
'. « As part of a global team, we work
together towards the same target.
 We share ideas, technology and talent
and reach targets as a team.
 We trust each other individually and as
a team and share responsibility.
* We embrace difficulties; we learn from
each other.

Q Respect for Human and Nature
v * We care about each other.

 We approach differences with respect.

« We work with respect to the
environment and nature, and are aware
of our social responsibilities.

« We establish our relationships and
communication with respect.

@ Transparency

& °* We work in open communication.

* We share our knowledge and
experience.

 We work in a feedback culture.

« We share our ideas with a questioning
culture.

69 Loyalty
* We ensure a working environment of
high motivation.
« We encourage and reward success.
 We support each other.
* We are part of a strong and learning
organization.

C{ASTAMONU ENTEGRE SUSTAINABILITY REPORT 2018

Responsibility

We do not allow environments where
we detect risks.

We act within the framework of ethical
values and principles.

We perform our tasks with holistic
responsibility.

We anticipate the consequences of
our words and behavior, and bear their
responsibility.

Sense of Justice and Integrity

We treat all our employees fairly and
offer equal opportunities.

We build relationships with all our
stakeholders based upon integrity,
fairness and trust.

We are accurate, open and consistent
in our words and behavior.

We encourage everyone to express
their ideas.

Continuous Improvement

We investigate and question in light
of science.

We monitor change and become
part of it.

We support our team members’
potential and their activities that
create value.

We constantly renew ourselves and
prepare for the future.

@kastamonu
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governance

Transparency, integrity, ethical behavior
and compliance with legal regulations
constitute the basic principles of our
company’s corporate governance approach.
We form our board of directors within the
framework of our corporate governance
principles and distribute tasks among the
members. The Board of Directors manages
and represents the company by observing
the long-term interests of the company in
the first place with a rational and prudent
risk management approach by keeping the
risk, growth and proceeds balance of the
company at the most appropriate level with
the strategic decisions to be taken on their
part. The Board of Directors, which is the
administrative body at the highest level,
consists of 4 members.
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Front Left

AHMET YAHYA KiGILI
Chairman

Right Back

MEHMET AVNi KiGILI
Vice Chairman

Left Back
HALUK YILDIZ
Forestry Group CEO and Board Member

Front Right
MEHMET ORHAN iDiL
Board Member
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> ABOUT KASTAMONU ENTEGRE

) significant aevelopments in 2018

Innovation was among the key issues that
we focused on in 2018. We started to man-
age innovation in a systematic and holistic
manner, making it an integral part of our
corporate culture. Thanks to these stud-
ies, our company successfully completed
the “Inosuit-Innovation-Based Mentoring”
project conducted in cooperation with TIM
(Turkish Exporters Assembly) and Sabanci
University as the first and only brand in the
sector.

SUSTAINABILITY REPORT _

The “Idea Platform” was launched to enable
employee involvement in innovative pro-
cesses and for them to share their innovative
suggestions. The platform, launched within
our corporate innovation system built around
the principles of intellectual equivalence,
empathy and collective intelligence, provided
a solid foundation for the implementation of
innovative projects. We initiated the “Lean
Business Acceleration Program” and the “In-
cubation Program” for project implementa-
tion, with applications filed to this platform.

™ 13 TEKNOLOJi GDULLERI

ke 20W

In 2018, Kastamonu R&D was established
within Teknopark Istanbul by means of cen-
tralizing the R&D processes. In this context,
while our R&D employees previously em-
ployed at factories were gathered under a
single roof, a process was initiated to employ
new employees of diverse expertise in line
with our R&D Priorities. The company, be-
ing included in the TUBITAK 2244 Industrial
Ph.D. Program, envisages the recruitment
of a total of 12 PhD students in cooperation
with 4 universities.




Kastamonu Entegre, being selected as the
only participant in the ECOBULK Project
supported by the world’s highest budget civil
research program in the wood-based pan-

el sector, Horizon 2020, has started to test
boards using bio-based glue formulations.

The Gebze, Kastamonu, Adana and Tatarstan
plants of Kastamonu Entegre have been

the recipients of the Blue Angel, the world’s
first eco-labeled environmental certification.
Kastamonu Entegre, which has successfully
pioneered environmental, health and quali-
ty issues, has entered the sector as the first
Turkish manufacturer to obtain this certifi-
cate in laminate flooring products. The Geb-
ze, Kastamonu, Adana and Tatarstan plants
of Kastamonu Entegre producing laminate
flooring under the “Floorpan” and “Artfloor”
brands was awarded Blue Angel certification
confirming that inputs used in production
are not detrimental to health.

At the Quality Circles Sharing Conference
held by KalDer, our “Hand in Hand” team
from the Balikesir Particle Board plant
and “Fast and Furious” team from the
Kastamonu MDF plant were awarded for
continuous process improvement.

Part of our sales office in Inegdl, which has
been providing logistics support to furniture
manufacturers and dealers since 2005, has
been converted into a showroom. The com-
pany showroom, covering an area of 300 m?
and where the latest trends are reflected in
a display of high quality and aesthetic prod-
ucts, has also become a sharing environ-
ment by bringing together industry profes-
sionals. The trend meeting for designers and
furniture manufacturers was held hosting LG
Hausys’ designer Josef Kim as a speaker. LG
Hausys, offering solutions for building and
interior applications within the LG Group,
supplies us with industrial foil.

The “Laminate flooring Masters Seminar”,
held in Turkey in 2016 and 2017 to train
qualified parquet masters opened abroad
in 2018. 150 parqguet masters, architects and
merchants participated in the training held
in Tehran, Tabriz and Isfahan. This program,
designed for parquet masters, who serve as
a crucial bridge between ourselves and the
end user, includes applied training in devel-
oping technology and renewed products.
Besides providing information on production
and quality processes, pre-flooring prepa-

CASTAMONU ENTEGRE SUSTAINABILITY REPORT 2018
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ration, the source of issues encountered
during and after the flooring process and
solution methods are practically explained
to participants.

Within our Industry 4.0 activities, which

we have accelerated over the past three
years, we have started to implement digital
transformation projects with our technical,
automation and engineering teams in the
fields of data collection, big data processing
and the creation of decision support mech-
anisms. In addition to creating a corporate
culture in this regard, we had the opportu-
nity to share our works with diverse compa-
nies and become a reference point.

In one of our digital transformation projects,
we are able to monitor all consumption and
production data instantly through sensors.
This provides us great benefits in terms of
analysis and reporting as well as decision
support. With the mathematical models used
in addition to the system data, we are able to
make estimations in our quality and mainte-
nance processes. We are the only company in
the sector in Turkey using this system.

We perform overall equipment effectiveness
(OEE) and detailed failure monitoring with
the software we have implemented within

KASTAMONU ENTEGRE SUSTAINABILITY REPORT 2018

the scope of Industry 4.0. The screens within
the facilities ensure that all types of infor-
mation regarding the production line and
manufacturing process are collected and
managed at a single center. These screens
are customized according to product, and
the statistics and data required for the pur-
pose and the target are monitored using this
software. Thanks to this system for machine
and production line efficiency, we optimize
the stages of production so as to immedi-
ately, and in detail, generate analysis reports
to identify the source of any failure.

A system we use in another project applied
within the scope of digitization efforts pro-
vides instant feedback to the previous stag-
es of the production line by following the
physical properties of the raw material we
utilize in the production process. While the
system displays on-screen warnings of loss
of value, it also shares suggested solutions.

While significant gains are achieved in terms
of energy saving, thanks to this project we
also gain experience in machine learning.

The “IDS Interactive Room,” marking a world
first in the field of product testing, was
brought together with sector professionals at
the Intermob Fair. In this digital room, pro-
fessionals quickly accessed all content con-



tained in the “IDS 3D” (Interior Design Studio)
mobile application, moved around the room
without 3-D glasses and wandered through
virtual spaces, closely examining all products
and enjoying the opportunity of reviewing
the applications of the products examined.
The IDS interactive room, capable of opening
its doors to multiple users simultaneously, has
made a difference with this feature.

In 2018, we expanded our production map by
adding Gruppo Trombini, Italy’s third largest
particle board manufacturer, to our foreign
investments. We completed the renovation
works at the particle board plant in Pomposa
in north-eastern ltaly and commenced pro-
duction therein. As one of the largest manu-
facturers in the world, we are proud to lead
the way as the foremost Turkish investor in
ltaly where we have been doing export until
today. Production at our Italian facility with
100% recycled materials is of particular im-
portance for our investment.

The particle board production line with a ca-
pacity of 500,000 m¥year purchased from
French company Darbo was relocated to our
Bulgarian facility, with modernization works

E

commencing in 2018. This line will be put
into operation in 2019. Our Bulgarian facility,
receiving “Class A Investor Certification” in
the same year, was the reference company
at the “Turkey-Bulgaria Business Forum” or-
ganized by DEIK, and acknowledged as the
preeminent business meeting between the
two countries of the past 10 years.

In order to ensure the continuity of raw ma-
terial supply, we have taken the delivery from
the Oshima Shipyard of our second ship, which
has a capacity of 46,000 tons of wood chip.

o
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Our awaras

Kastamonu Entegre was ranked 46th on
the Istanbul Chamber of Industry’s list of
“Turkey’s Top 500 Industrial Enterprises

2018”.

It was positioned as 96th having
increased its turnover to 2 billion 879
million Turkish lira according to the

2017 results of the “Capital 500" listing
of Turkish companies with the highest
turnover. With this success, the Company
maintained its position in the “Permanent
Leaders” listing in the “Wood and

Forest Products” sector, maintaining its
leadership position this year as well as
the last.

The “Gasification of Biomass Waste and
Clean Renewable Energy Production”
R&D project was awarded under

the category of “University-Industry
Cooperation” within the scope of 13th
Technology Rewards, and simultaneously
was under the “Biomass and Waste”
category awarded within the scope of
the 7th ICCI Energy Prizes, considered to
be among the key energy-sector events
in Turkey.

It received the “20-Year Outstanding
Contribution Award” at Domotex Asia’s
20th Annual Gala Night prize ceremony.

ASTAMONU ENTEGRE SUSTAINABILITY REPORT 2018
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In the “Global 100 Awards” research
conducted by Platin Magazine, it ranked
first under the “Tree” category, standing
out among its competitors. In the
“Global 100 Awards” event conducted by
Platin Magazine under the “INDUSTRY
4.0” theme, it ranked first in the sector
among those companies successfully
representing the country in the
international arena. The company was
ranked 27th in the general listing of one-
hundred companies making the highest
contribution to Turkey.

The company attended the Cairo
Woodshow held for the first time in
Cairo, Egypt, and was awarded the
“Best Stand” prize at the fair among 175
companies from 24 countries.

Kastamonu Entegre was the champion
of the Schattdecor Beach Volley
Tournament.

The Kastamonu Entegre Adana MDF
Facility received the “Innovative
Company of the Year” award granted by
Adana Refleks Newspaper.

Within the framework of the 41st
celebration activities of Adana Organized
Industrial Zone, Kastamonu Entegre
Adana MDF Facility came second in the
“Greenest Plant” competition.






22

> ABOUT KASTAMONU ENTEGRE

SUSTAINABILITY REPORT

OUr MeMpersnips

We attach importance to our relations

with the sectoral associations and non-
governmental organizations we collaborate
with. We actively participate in the meetings
and organizations organized by these
institutions and organizations. Some of
these are listed on the right.




g Tl ¥ Eoal
B i A e EF el e
il == " 0y o
MDF and Particle Board Industrialists Association
Turkey Forest Products Association of Industrialists and Businessmen (TORID)

Turkish Association of Foresters

Turkish People Management Association (PERYON)

Turkish Quality Association (KalDer)
Association of Ethics and Reputation (TEID)

Foundation for the Preservation and Promoti_pn of Environmental and Cultural
Heritage (CEKUL)

The Turkish Foundation for Combating Soil Erosion for Reforestation and
the Preservation of Natural Habitats (TEMA)

Central Anatolia Exporters Association (OAIB)
Foreign Economic Relations Board (DEIK)
Istanbul Exporters Association (IEA)

Turkey Union of Chambers and Commodity Exchanges (TOBB)
University - Industry Cooperation Centers Platform (USIMP)
Turkey Materials Marketplace (TMM)

Adana Chamber of Industry
Adana Chamber of Commerce
Balikesir Chamber of Industry
Balikesir Chamber of Commerce
Gebze Chamber of Commerce
Istanbul Chamber of Industry
Istanbul Chamber of Commerce

Kastamonu Chamber of Commerce and Industry

Kocaeli Chamber of Industry

Tarsus Chamber of Commerce and Industry . e LAY %
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ABOUT KASTAMONU ENTEGRE

Sustainability Approach

The management of risks and opportunities
of our activities in the environmental, social
and economic fields forms the basis of our
sustainability management approach geared
at leaving a more viable world for future gen-
erations. In the awareness of being a global
brand, we have determined our sustainability
strategy and started to implement it for the
future with our stakeholders, with whom we
form the links of a chain with our services
that extend beyond borders.

We have established a “Sustainability Com-
mittee” to execute our sustainability efforts,
based upon the action plans arising from our
sustainability strategy, and to measure and
monitor our performance in these endeavors.
Our committee, operating under the leader-
ship of our CEO affiliated to the Kastamonu

PERFORMING OUR DUTY

ITH A RESPONSIBLE
MANAGEMENT
APPROACH

@*2

PRESERVING THE
BALANCE OF NATURE

o

@ kastamonu
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) SUSTAINABILITY APPROACH PERFORMING OUR DUTY WITH A RESPONSIBLE MANAGEMENT APPROACH

Entegre Board of Directors, and consisting of
representatives from different units and de-
partments, is the highest executive authority
in terms of sustainability activities.

We have identified our priorities in the
development of our sustainability strategy
through inclusive stakeholder dialogue. We
have planned our short-term, medium and
long-term actions to implement our strategy
and created performance indicators capable
of measuring the efficiency of these actions.

Sustainability Strategy

We have determined our sustainability
strategy, formed in parallel with the goals
and objectives of our company, based upon
four main themes.

EMPLOYEE
ORIENTATION

00

ONTRIBUTION TO



> EMPLOYEE ORIENTATION > PRESERVING THE BALANCE OF NATURE >CONTR\BUTION TO SOCIETY > DOCUMENTATION

Sustainability Policy

As Kastamonu Entegre, we adopt an ethi-
cal, transparent, equitable and accountable
management approach in the awareness of

our environmental, economic and social con-

tributions and impacts.

We engage in activities that strengthen our
corporate structure, and we take sustainable
development-based growth as the basis, in
line with our target of becoming a global
brand.

In determining our strategies, we always
consider the expectations and opinions of
our stakeholders and create a strong bond
by ensuring their satisfaction.

We conduct practices with an employee-ori-
ented perspective that takes into account
their expectations and needs, thereby creat-
ing an efficient and peaceful working envi-
ronment.

Besides ensuring the health and safety of all
our employees, we also contribute to their
training and development activities.

Pursuant to our responsible purchasing ap-
proach, we perform our raw material supply
processes based on sustainable forest man-
agement. We support initiatives related to
this model and contribute positively to their
development.

Our innovation and R&D processes enable
us to develop and manufacture products
that create high guality, environmental-

ly friendly and healthy living spaces using
state-of-the-art technology.

We respect human rights and encourage
equal opportunity.

We pay regard to energy and water efficien-
cy; we implement renewable and innovative
energy projects accordingly.

We contribute to the welfare of the local
community by creating employment and
economic value in our geographic locations.

Sustainability Priorities

Our sustainability priorities have been
determined as the result of effective
stakeholder dialogue, encompassing all
stakeholder groups. Prioritization processes
were carried out during a 3-month period.

The sustainability priorities consistent
with the vision and objectives of
Kastamonu Entegre that meet the
expectations of stakeholders have
underpinned the development of the
company’s Sustainability Strategy.
While prioritizing issues, the economic,
social and environmental impacts of
Kastamonu Entegre, as well as the risks
and opportunities associated with relevant
sustainability issues and the effects of
these issues on the company’s long-
term strategies have been taken into
consideration.

!

KASTAMONU ENTEGRE SUSTAINABILITY REPORT 2018



28

ABOUT KASTAMONU ENTEGRE

@ kastamonu

With the stakeholder dialogues performed
together with the Sustainability Committee,
Kastamonu Entegre employees, suppliers,
customers, dealers, consultancy
companies, financial institutions, sectoral
associations, academic institutions, non-
governmental organizations and public
and local governments, 161 stakeholder
representatives in total contributed to the
determination of Kastamonu Entegre’s
sustainability priorities.

PREPARATION

Sustainability issues
which can be
prioritized have been
listed by examining the
information obtained
from current due
diligence meetings,
feedback from
stakeholders on
different platforms,
sectoral dynamics and
relevant in-house/ex-
ternal resources.

DETERMINATION OF
STRATEGIC
PRIORITIES

To identify the
sustainability issues of
strategic importance,

a prioritization

workshop was held
with the

“Sustainability

Committee”.

PERFORMING OUR DUTY W

A )
- /

'H A RESPONSIBLE MANAGEMENT APPRC

In the workshops and online surveys done,
those sustainability issues that could

be prioritized have been shared with
Kastamonu Entegre stakeholders, who were
asked to select and list their priority issues.
Sustainability training was respectively given
to the participants in the workshop; thus it
was ensured that a common language was
created, and workshops were conducted
more productively. The workshops

provided an opportunity to understand the
expectations of the stakeholders and to
receive suggestions for improvement, as well
as to strengthen stakeholder dialogue.

DETERMINATION OF
PRIORITIES FOR
STAKEHOLDERS

In order to learn
priority sustainability
issues and receive
feedback from
stakeholders’
face-to-face
workshops and online
surveys were
conducted with
different stakeholder
groups.

DETERMINATION OF
KEAS SUSTAINABILITY
PRIORITIES

The issues deemed as
a priority by the
Sustainability
Committee and the
stakeholders were
consolidated and
therefore the
prioritized sustainabili-
ty issues for KEAS
were transferred to
the matrix.

_

N

g™

A

2 GRI report "Sustainability Issues for Sectors: What do Stakeholders want to know?” has been utilized.
3 The Sustainability Committee consists of 47 members who perform duties in the senior management and who are decision makers.

4  The scope of the report has been identified as Kastamonu Entegre Operations in Turkey. Sub-contractors have also been included within the scope under

the heading of Occupational Health and Safety.
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Kastamonu Entegre Sustainability Priorities Matrix

The colored section in the prioritization has been identified as Kastamonu Entegre
matrix created in line with feedback from Operations in Turkey. Sub-contractors have
the Sustainability Committee and internal also been included within the scope under
and external stakeholders indicates the the heading of Occupational Health and
priority issues. The scope of this report Safety.
‘ | |
13 s - @

Innovation and R&D

12 ‘ ‘.

Energy Management ' !

Occupational Health and Safety

10 ®
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; :
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8 o
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We attach importance to the value that
efficient stakeholder dialogue will bring to our
sustainability performance. For this reason,
the stakeholder dialogue is one of the main
elements of our sustainability strategy. All
people, institutions and organizations that are

directly, or indirectly, affected by our activities,

policies and products, and that at the same
impact us are included on our stakeholder
map.

We establish transparent and reliable
relationships by reflecting the expectations of
our stakeholders to our business strategies.
Our main stakeholders are employees,
customers, shareholders, end users,

suppliers, public institutions and society at
large. For each of our stakeholder groups,

we have defined communication channels
and processes to inform them and receive
feedback through various platforms.

While setting forth our sustainability strategy,
our various dialogue activities with diverse
stakeholder groups have shaped our strategy.

You can find the platforms we use to
communicate with our stakeholders and
the schedule showing our commmunication
frequency in the documentation section.

KASTAMONU ENTEGRE SUSTAINABILITY REPORT 2018

The Sustainable Development Goals
published by the United Nations in 2015 are
a set of universal objectives formulated to
eliminate poverty, protect our planet and
contribute to all people living in peace and
prosperity. These targets, also named global
targets, were replaced with the Millennium
Development Goals, which started the
global mobilization in 2000.

As the result of our responsible
management approach and with an
awareness of fulfilling our duties, we aim to
contribute to the achievement of sustainable
development targets in line with our sector
and corporate priorities.

As the result of our evaluation, reflective

of our sustainability strategy and sectoral
dynamics, we have determined that the
following global targets particularly overlap
with our business processes.
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ABOUT KASTAMONU ENTEGRE

Economic Performance

Kastamonu Entegre, being the leader of
the Turkish market both by domestic and
foreign sales, with its innovative product
portfolio, today carries out its production
operations in six countries as the result
of investments geared at improving its
production capacity through successful
financial and operational performance.

Consolidated turnover of

hillion

The vision of elevating Kastamonu Entegre
to the top 5 manufacturers in the wood-
based panel industry as a global brand lies
at the heart of our strategy of overseas
expansion. In this context, the company was
included in the Turquality® project in 2015
by the Ministry of Trade with the vision of
“Creating 10 Worldwide Brands in 10 Years”.

The first
company in the
wood-based
panel sector to
receive
Turquality
support

®
TURQUALITY

@ kastamonu
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In 2018, the total turnover of our company’s
domestic operations increased from 2.9
billion Turkish lira to 3.6 billion Turkish lira
and a growth by 24% was achieved. Our
company, being the sector leader with a
domestic market share of 25-30%, is listed
as the 46th among Turkey’s Largest 500
Industrial Enterprises as announced by ISO
for the year 2018.

Our company, contributing significant added
value to Turkey’s economy with exports to
over 100 countries in Asia, America, Africa,
Europe and Australia, has been an export
champion in the sector since 2013, ranking
among “Turkey’s Top 1000 Exporters”
prepared by the Turkey Exporters Assembly
(TIMD.

57% of our consolidated revenue in 2018
stemmmed from our affiliates beyond
Turkey and our export sales from Turkey.
Our company’s ranking in the category of
“overseas share in turnover” in the “The
Largest Turkish Companies Established
Abroad” research published by Capital
Journal has risen to 7.

o EVE'NIN LK 1000 {HRACATCI FIRMAS!
Top10 mg {EL)‘((PORTERS OF TURKEY

T0P100

The investments we have made in different
geographic locations and increased diversity
in the value-added product range are the
key factors contributing to our growth rate.
Aiming to grow by increasing its share in
global markets, through careful identification
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of international investment opportunities,
Kastamonu Entegre takes into consideration
those criteria that support sustainable
growth, such as rich raw material resources,
population, rise in consumption and
purchasing power of the economy, market
size, proximity to target markets, qualified
work force and a mixed energy matrix.

Ethics and Compliance

A sense of justice and integrity, being
among our long-standing core values,
guides our working principles and
constitutes the framework of our ethical
management understanding across all
decisions and actions.

The relations of our companies with pub-

lic and private institutions and individuals
are regulated in accordance with legal and
moral values in order to increase the quality
of products and services, to use resources in
the most efficient manner and to ensure sus-
tainable growth and success. By this means,
our reputation is improved and maintained,
whereby stability and trust are preserved.

In the light of our transparent and
accountable management approach, we
completely and fully inform our stakeholders
of all company activities.

All our employees are required to fully
comply with the laws and regulations of the
country in which we operate. All employees
support the internal audit activities carried
out in order to monitor the compliance of
our activities with the laws of the relevant
country and of company regulations by
means of cooperation. Our employees must
comply with the reputation and integrity of
the company by adhering to the principles

» PRESERVING THE BALANCE OF NATURE
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of equity, transparency, responsibility and
accountability in performing their tasks.

In 2018, we carried out internal trainings for
our target audience with the consultancy
firm we cooperated within the scope of

the Competition Law Compliance Program.
We prepared simultaneous e-learning
trainings. This teaching kit and Competition
Law Handbook will be shared with our
employees in 2019, and the internalization of
this initiative will be ensured.

Within the scope of the Law on the
Protection of Personal Data (LPPD)
Compliance Program, we set out the
data inventory of our company with the
consultancy firm and started to provide
informative trainings to our employees on
LPPD. We plan to have completed these
trainings with all employees in 2019. The
policy and procedural work on LPPD will
also be completed and published in 2019.

Code of Ethic: Our business ethics outline
our business principles and responsibilities
in our work processes and in our relations
with all our stakeholders, within or beyond
the organization.

To ensure that our business
ethics are understood and
adopted by all affiliated
parties, we publish our rules
on the Kastamonu Entegre
website.

In our code of ethics, it

is determined that our
employees should have
information on competition
laws and legislation, and that
relations with our competitors > .
should be managed in this ‘ = ' o
awareness. . ;

KASTAMONU ENTEGRE SUSTAINABILITY REPORT 2018
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Risk Management

The efficient risk management activities ap-
plied by our side are aimed at early detection
of strategic, financial, operational and compat-
ibility risks that may jeopardize the existence,
development and sustainability of our com-
pany, prioritizing the impact and probabilities
of the same, managing the risks that it may
be exposed to and taking these into consider-
ation within the decision mechanisms.

Risk management activities are carried

out within the framework of the “Risk
Management Guide” established by the Risk
Management Department and approved by
senior management. The risk management
process has been digitalized and the “Risk
Management Module” put into practice within
the enterprise resource planning software to
increase efficiency.

In our risk management process, the risk
management approach specified in the
“COSO°® - Corporate Risk Management
Framework,” and which consists of the
following four stages, has been adopted:

v/ Determination of risks

v/ Risk assessment (impact and probability
assessment)

v/ Risk management (response and
controls)

v/ Reporting and updating of risks

Risk identification is made through risk
identification workshops conducted
separately with all process managers.
The identified risks are classified under
operational, financial, compliance and
strategic headings according to their
sources. The identified risks include those
issues we manage within the scope of
sustainability management.

Risks are evaluated across seven categories
in terms of their impact on the achievement
of targets:

Financial impact; Impact on profitability,
additional expenses

Operational impact; Production downtime,
supply chain interruption, quality

Impact on reputation; Negative news,
decreased confidence in the brand

Market share; Impact on market share

Compliance Operations contrary to
legislation, penalty payments

Environment; Environmental impact

People; Occupational health and safety,
human resources

Those risks evaluated at senior level within
the scope of the impact and probability
assessment are reported to the Risk
Committee on a quarterly basis. The current
situation regarding the risks in gquestion

and the countermeasures that can be taken
are submitted to the Board of Directors by
the Risk Committee, and those measures
resolved upon are implemented.

Internal audit practices, being among the
foremost risk management tools, review
the effectiveness of controls related to risks
regarding the processes communicated

by the Risk Management Department. The
Internal Audit Department, which conducts
its activities independently, performs its
tasks directly under the Chairman of the
Board. The findings of the audits performed
at Group companies, the results of annual
risk assessments and the annual work plans
prepared are submitted to the board of
directors for approval.

5 COSO: The Committee of Sponsoring Organizations of the Treadway Commission

@ kastamonu

KASTAMONU ENTEGRE SUSTAINABILITY REPORT 2018



KASTAMONU ENTEGRE SUSTAINABILITY REPORT 2018




ABOUT KASTAMONU ENTEGRE

SUSTAINABILITY APPROACH

Innovation and R&D

Entering the Turquality® process initiated in
2014 with the target to become a worldwide
brand that respects the nature and commu-
nity and produces innovative solutions in all
fields of life, we had the chance to review,
develop and increase our brand value. The
company, in addition to these efforts, in 2016
started to invest in its infrastructure to build
a culture of innovation with regard to B2B in
a traditional sector, as well as to deepen and
develop systems and tools.

The company began to systematically invest
in the innovation infrastructure and assess
innovation by adopting a holistic approach
considering the InoSuit-Innovation Oriented
Mentoring Program launched by TIM at the
end of 2016 as a catalyst, in order to scan
best international examples and implement
the most appropriate model for the compa-
ny and its culture. Simultaneously, platforms
where qualified knowledge and experience
from external channels are shared and dis-
cussed have been organized by establishing
a basis of cooperation with Sabanci Univer-
sity, Ozyegdin University and the Technology
Development Foundation of Turkey.

We define innovation as “the novelty creat-
ing value”. Besides the impact of this value
on ourselves as a manufacturer, we also pay

INNOVATION

ORIENTED
MENTORING

@ kastamonu
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regard to its impact on our customers, and
even on the end user. Our corporate innova-
tion culture, the foundations of which were
laid in 2016, is based on three core principles:

The principle of intellectual equivalence,
which emphasizes the freedom of idea cir-
culation within the institution, regardless of
the hierarchy and the transition to appropri-
ate channels,

The principle of empathy, which prioritizes
recognizing business partners in the value
chain, understanding what is required by
them and approaching these requirements
without prejudice and in a spirit of learning,

The principle of collective intelligence, which
considers innovation not as an individual
performance output, but as a product of the
cooperation of all our employees.

At the beginning of 2018, the “ldea Plat-
form” was launched to enable employee
involvement in innovation processes and
their sharing of innovative suggestions.
Ideas received by the platform are evaluat-
ed by the Innovation Board, on which rep-
resentatives from all units are present, and
the owners of ideas focused on are taken
to the 4-week in-house entrepreneurship
camp. We call this process, based on De-
sign Thinking and Lean Startup methodol-
ogies, the Lean Business Acceleration
Program. At the end of this program,
which focuses on verifying custom-
er requirements, the idea own-
ers have the opportunity to
present their innovative
projects before the
CEO and a jury.
Those projects
that receive a
budget for pilot




implementation follow-
ing this presentation
are included in the Incu-
bation Program.

We aim to ensure that the
Idea Platform becomes a
value-added tool that allows
PMHORMU the leaders of the next gen-
eration to be discovered. We
expect the contribution of our
employees to be more visible in establishing
gualified governance mechanisms for the
development of business processes and to
meet customer requirements, nurtured by
the inputs of our employees to the platform
in the discussion of issues of corporate sig-

Aside from the fact that Teknopark Istanbul
contains a real R&D ecosystem, particularly
in terms of composite technologies, the key
determining factor leading to its selection,
its proximity to air and road transportation

JUE is also considered a sustainable solution for
In the second half of 2018, Kastamonu R&D Kastamonu Entegre’s domestic and overseas
was established within Teknopark Istanbul operations. While the R&D team, gathered
by means of centralizing all R&D activities. our R&D employees, previously located at

teknoparkistanoul 0 N

t'e.knopark
istanbul

TS

SUSTAINABILITY REPORT 201¢ @kastamonu



40

>PERFORMING OUR DUTY WITH A RESPONSIBLE MANAGEMENT APPROACH

other plants, under one roof, a new process
has been initiated to employ new people of
diverse competencies in line with our R&D
Priorities. Upon completion of this process,
the filing of an application for an R&D Cen-
ter is planned for 2019.

At the closing of the year 2018, Kastamonu
Entegre was included in the TUBITAK 2244
Industrial Doctorate Program. With this pro-
gram, support for scholarships for doctoral
students and employment support for the
private sector are provided to encourage a
greater number of researchers to be recruit-
ed by the private sector. By this means, it is
aimed to improve the quantity and quality of
human resources, critical in achieving de-
sired levels in the value chain and achieving
the targeted technological transformation
through grants, incentives and investment

KASTAMONU ENTEGRE SUSTAINABILITY REPORT 2018

support. In line with this objective, our R&D
Priorities will be centralized and collabora-
tion with 4 universities established. A total
of 12 doctoral students from Istanbul Techni-
cal, Sabancl, Karadeniz Technical and Bursa
Technical Universities are expected to join
the company.

In terms of the wood-based panel sector
worldwide, we are the sole participant in the
ECOBULK Project supported by the world'’s
highest-budget civil research program,
Horizon 2020, which we were included into
in 2017. ECOBULK, being one of the largest
innovation projects funded in the circular
economy, aims to prove the possibilities of
such an economy by focusing on furniture,
automotive and construction sectors. Within
the scope of the work packages introduced
in 2018, board tests that combine bio-based
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glue formulations with recycled raw materi-
als have begun.

In step with our approach of holistic sus-

tainability, we both carry out process and
product development works, and also realize
projects aimed at effective resource con-
sumption and environmental protection. The
primary projects here are those aimed at
minimizing industrial wastewater and emis-
sions, recovering industrial wastewater by
use of membrane technology and reducing
consumption and emissions by raising the
utilization rate of glue in MDF production, all
of which are carried out with the support of
TUBITAK.

With our project Gasification of Biomass
Waste and Renewable Clean Energy Produc-
tion (ABIGAS) included in the same context,
we have received the Technology Awards
given together by the Scientific and Tech-
nological Research Council of Turkey (TUBI-
TAK), Technology Development Foundation

of Turkey (TTGV) an Association of Turkish
Industrialists and Business People (TUSIAD)
under the category of University - Industry
Collaboration.

7. 1CCT 4
Enerji Odiilleri
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Responsible Supply Chain Management

We aim to extend our sustainable growth ap-
proach to all links in our value chain. We have
developed our supply chain management
strategies in light of our target of delivering
quality products to our customers in a timely
manner and to a high service level through
investments supported by state-of-the-art
technology, in proximity to raw material re-
sources and the market.

Our supply chain structure is comprised of
our Supply Chain Directorate, Raw Materials
Supply Directorate and Purchasing Direc-
torate units. This supply chain enables us to
contribute to the economic development of
our operational geography.

The Supply Chain Directorate (SCD) has been
aligned with the goal of realizing deliveries to
our customers in line with targeted service
levels, by taking into consideration the opti-
mum stock level and minimum supply chain
operation costs of related processes from de-
mand forecast to sales. Pursuant to this goal,
a total of six “strategic focus areas” have
been defined, namely stock optimization,
customer satisfaction, ownership cost, distri-
bution/logistics costs, production efficiency
and operational excellence. Strategies and
working principles are respectively defined
under these focus areas.

A supplier evaluation form is sent to those
companies that apply to become a suppli-

er of our company, and supplier criteria are
questioned through this form. We furthermore
specify our expectations regarding compli-
ance with environmental and occupational
safety legislation within the scope of our
contracts concluded with our suppliers. Our
raw material, packaging, energy and techni-
cal material suppliers are examined regarding

KASTAMONU ENTEGRE SUSTAINABILITY REPORT 2018
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their holding of ISO 14001 Environmental Man-
agement System and OHSAS 18001 Occupa-
tional Health and Safety Assessment Series
certification.

Among our criteria applied in the selection of
suppliers, quality as well as other criteria such
as compliance with the laws applicable to the
forest products trade, relations with sub-sup-
pliers, inquiries into forestry-related criminal
record and tax liability also exist. We have ex-
plained in detail in our report our approach to
sustainable forest management in the section
on protecting the balance of nature.

Supplier evaluations are carried out by the
Purchasing Directorate through our ERP soft-
ware, as a result of which, cooperation with
those suppliers on the approved supplier list
continues. Suppliers are evaluated according
to quality, price advantage, legal compliance
and delivery criteria.

We believe that our supplier network has
great importance regarding its contribu-

tion to our sustainable growth. Accordingly,
Kastamonu Entegre supports the sustainable
business success and development of its sup-
pliers. For this purpose, R&D and productivity
projects are implemented with suppliers to
achieve joint profitability, and a contribution

- Risk 5.
assessment for

1>

critical
suppliers




is made to increase the quality performance
of these suppliers.

In order to ensure the sustainability of pro-
curement processes, supplier risk analysis was
conducted in 2018, wherein 75 critical sup-
pliers were subject to a risk assessment, with
action plans developed for 10 identified risks.

Contributing to the sustainability of our supply
chain, a localization project has been initiated
to substitute imported products with local al-
ternatives. While this project reduces purchas-
ing and logistics costs for Kastamonu Entegre,
it also provides an important exemplar of in-
creasing employment through local production
and reducing carlbon emission resulting from
distance. Within the scope of the localization

a saving of

million
Turkish lira

project in 2018, a saving of 8.5 million Turkish
lira was achieved. The project also brought
together the specialists within different direc-
torates to create a sharing environment.

In order to increase coordination between the
purchasing departments at different loca-
tions, the Kastamonu Entegre Global Pur-
chasing Meeting was held in 2018. This orga-
nization, now an annual event, will be held in
Bulgaria in 2019.

In order to increase the professional knowl-
edge and preparedness of Purchasing Direc-
torate employees, the Purchasing Academy
Program took place in 2018 and 12 purchas-
ing department employees received ten-day
training.

ASTAMONU ENTEGRE SUSTAINABILITY REPORT 2018
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In line with the technology and digitalization
which rapidly changes business processes, dig-
ital transformation projects increasing our ef-
ficiency and speed and providing competitive
advantages are conducted. In this context, the
e-catalog project will be implemented by the
Purchasing Directorate in 2019, automating the
procurement processes and digitalizing routine
manual work, thereby allowing our employees
greater time for more value-added tasks. Fur-
thermore, comprehensive digital transforma-
tion projects are implemented at all links of the
Supply Chain to increase the level of customer
service and operational excellence.

As of the end of 2018, important projects
directly contributing to sustainability were
launched under SCD. Duly, the internal com-
bustion (diesel) forklifts used at our plants
have been replaced with electric alternatives
whereby the annual use of 1 million liters of
fossil fuel has ended. In certain of our wood
chip fields, stacking is no longer done with a
loader, but with the newly-installed electric
conveyor belt stacking system, thereby end-
ing the annual the use of one-hundred-thou-
sand-liters of fossil fuel. The “Integrated
Business Plan” model has been developed in
the ERP software, and has gone live.® By this
means, the optimizing of stock and resource
utilization (capacity, raw material, labor) is
achieved.

The projects planned for 2019 include the
monitoring of the supply chain using the
SCOR model to ensure performance mea-
surement via the KESCO project, which will
enable instant and retrospective traceability
of all end-to-end import, export and interna-
tional transportation processes. Likewise, a
Supply Chain Academy is being planned for
2019 in order to make the organization more
horizontal among managerial groups under

6 (DR SNP, PR/DS, Global ATP)
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SCD, and to align the departments. Within
the scope of this series of events, it is antic-
ipated that weekly trainings to be attended
by unit managers and academicians from
various universities will be available.

Product Quality and Safety

We perform our manufacturing process
within the framework of our quality policy in
order to deliver high quality products to our
customers. Thanks to our integrated manage-
ment systems applications, we have a holistic
approach across all quality-related issues.

The desired product guality is achieved
while the production is in progress with

the controls made with reference to EN
(European Norms) standards at the thirty-
six laboratories and in-house quality control
points established at our plants.

At Kastamonu Entegre, the following checks
are carried out throughout all our plants in
order to fully meet customer requirements
and expectations:

Physical endurance tests (tensile
strength, flexural strength, elasticity, etc.)
of all products, as they may endanger
human safety during their use

Formaldehyde release amount checks
across all products as it may have a
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negative effect on human health

v/ Product-specific performance tests for
fire-resistant and waterproof products

v/ Product-specific performance tests for
special hygienic products

\

Surface tests for coated products

\

Paint tests for painted products

v/ Special tests and checks for laminate
flooring considering possible issues that
may arise during use and final flooring
applications

Performance limits in tests and controls have
been reviewed and shared at all plants, where-
by the uniformity among all plants is ensured.
The commonization of the control plan is fol-
lowed by using the appropriate module in the
ERP software.

By providing key user trainings at all
domestic and international plants, quality
control performance results are more easily
accessible and traceable on the same basis.
For any discrepancies that may arise during
checks, CPA (corrective and preventive
action) is initiated with an internal customer
approach related to the previous stages, and
steps to prevent the recurrence of the same
are meticulously taken.

Kastamonu Entegre holds certificates of
conformity for Turkish Standards issued by
the TSI’ for all products manufactured in
different properties and under formaldehyde
emission classes. In line with customer
requests, we are able to manufacture
products that conform with fire retardant
(FR), moisture resistant (MR), FSC certified®,
CARB Phase II° and F**** standards'. We
are the first Turkish company to have
received the EO, FR and CE System!]
certification for laminate flooring products.

7 TSI - Turkish Standards Institute
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Our Quality Policy

To be the sector leader by following developing
technology, thereby increasing both product quality and
variety,

To produce products that meet customer expectations,
consistently and in a timely manner,

To meet customer demands at every stage, in order to
ensure customer satisfaction,

To increase quality and decrease cost by considering the
quality management system in all processes as risk-based,
and improving the same in line with productivity,

To ensure continuous improvement with employees whose
training and experience are continuously increased, and
with a management approach open to dialogue,

To sustain a team spirit among our employees, dealers and
customers, who comprise our internal dynamics,

To fulfill the applicable requirements of legislation and
related parties while carrying out all our activities within
the scope of, and pursuant to the objectives of the
organization,

To stake our place in the global market and register
achievements in line with the abovementioned principles.

By means of the improvements we have made over recent
years to the input control system, the process has been
standardized at all plants, resulting in greater operational
efficiency. The continued compliance of raw material used
in quality product manufacturing is also ensured through
supplier visits.

9 Specifies products in the free formaldehyde release class that are compatib-

le with the California Air Resources Board.

10 Specifies the products in the free formaldehyde release class that are com- 4 5
patible with Japanese Industrial Standards.

8 While the FSC-Forest Stewardship Council provides its forestry assets ba-
sed upon this certification, the degradation of natural forests and other habi-
tats in the world is prevented, and high-quality forestry activities are supported
by means of ensuring the efficient operation of forestry organizations.

KASTAMONU ENTEGRE SUSTAINABILITY REPORT 2018
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Our Gebze plant was the first MDF facility in
Turkey to have the TSI EO Certification.

Kastamonu Entegre confirms the
importance given to the environment and
human health with hygiene certificates
verifying that its products have an anti-
bacterial surface. We were the first company
in Turkey to be awarded SGR Hygiene
Certification for our Floorpan/Artfloor
Boutique series laminate parquet products.

Furthermore, Kastamonu Entegre received
“Blue Angel (Der Blaue Engel)” certification
for all its domestic and overseas laminate
flooring products in 2018, becoming
the first and only company entitled
to hold such certification. Blue
Angel is a German certificate
granted for products and
services with environmentally
friendly features.

The first and

only Turkish
company to receive
“Blue Angel”
certification for
laminate flooring
products

46
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We contribute to the development of our
sector by providing opinions to the relevant
institutions and organizations that go
towards determining the quality standards
of our sector. The TSI has received support
from Kastamonu Entegre in the setting of a
value-added product standard with glossy
surface boards, kitchen countertops and
PVC/PET surfaces starting with the code
“TSE K”.

In the periodic Production, Quality and
Stock Management meetings, the reasons
for customer complaints based on products,
customer complaint resolution times, second
quality reasons of products and their rates,
quality test performances and competitor
data are reviewed and decisions to improve
product quality are taken.
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What is formaldehyde?

Formaldehyde is a simple chemical
compound consisting of hydrogen,
oxygen and carbon. All life forms
(bacteria, plants, trees, animals and
humans) naturally produce formaldehyde
as part of cell metabolism.

Formaldehyde is used as resin during the
production of wood-based panels. The
release of formaldehyde caused by panels
produced using formaldehyde-based
resin has been limited by the application
of national and international standards.
As Kastamonu Entegre, we perform our
production in accordance with national
and international standards, in the

awareness of the impact of our living
spaces on our health.

We monitor our products and tests with
independent international accredited
laboratories (WKI, IHD, RISE, CATAS, etc.).

In international markets, we are able

to manufacture in compliance with the
formaldehyde release certificates required
by our customers.”

You can examine the table for Free
Formaldehyde Limits in Different
Countries, as summarized below, in the
documentation section.

ppPm
T
. R T B e St St i, | CAREazb
compliant
i _ wdes BN Wl BT
2 CARB2
compliant
©1"0) | . T e
S e T R e CARBZ»
compliant
0,055 F*%xx
0,035 - Fxoxxx
| | |
[ [ [
Europe Japan us

12 Since 2014, our company has been able to produce in compliance with CARB Phase I, which is valid for the US market. However, the Formaldehyde
Standards for the Composite Wooden Products Act issued by the (US Environmental Protection Agency), which entered into force as of June 1, 2018, have
been added to Article 6 of the TSCA Act. TSCA Title /I and CARB Phase Il emission standards are essentially the same and are considered compliant in the first

instance. However, as of March 22, 2019, the CARB certificate will no longer be considered as EPA compliant. We are preparing for 2019 by working with EPA-
certified accreditation bodlies for our customers exporting products to the US market.
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Quality Management Systems Applied

Kastamonu Entegre has always been a
pioneer in its sector in Turkey at the point of
applying the Quality Management Systems
in the company. The breakdown of the
management systems it has incorporated
over the years since 2002 is shown below:

MANAGEMENT SYSTEMS

ISO 9001 Quality Management System

OHSAS 18001 Occupational Health and Safety
Assessment Series

FSC Forest Stewardship Council

ISO 50001 Energy Management System

CARB California Air Resources Board

ISO 27001 Information Security Management System
AEO Authorized Economic Operator

ISO 14001 Environment Management System

The formation and updating of all
procedures, instructions, forms, etc. required
to ensure the standardization and continuity
of all quality management systems within
the company are managed through the
QDMS" system, and the required version
updates are monitored.

Every year, regular trainings are
given to employees to ensure that
the implementation efficiency of all
mMmanagement systems is sustainable.

13 QDMS: Quality Documents Management System
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Internal audits are planned and performed
by a competent group of internal auditors

in order to review the compliance of
applications with systems. As the result of all
these efforts, external audits to ensure the
continuity of the documents of management
systems are successfully performed.
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Total Quality Management Journey

In our journey which was started in
2014 with hardware trainings based
on fundamental concepts, we took

opportunities to improve business efficiency,

in terms of OHS and environmental matters
aside from quality. The Quality Circle
processes consisting of white, gray and
blue-collar employees are added to the
plant performance indicators (KPI) at all our
facilities, which ensures that the number of
teams and related work increases.

2018 Results

mMman-hours
of training

White Collar
%19

Grey Collar
%11

.255

suggestions

Aoz

quality
circles

14 SMED: Single Minute Exchange of Dies
15 FMEA: Failure Modes and Effects Analysis

Quality Circles and
Employee Distribution from

SMED studies

On the other hand, SMED' trainings have
been given in 2016 and 5S and FMEA™ in
2017 and implementations started in pilot
areas. Projects have been created for the
implementation of these techniques in all
production processes.

As of 2016, KEAS Global Quality Summits
have been launched to be held with the
participation of the plant representative
teams determined by annual competitions
held at these plants.

Gl

SMED
studies

&

5S field
works

Blue Collar

% /0

FMEA
studies
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In the Quality Circles Sharing Conference Customer and Dealer Satisfaction
ization held by Turkish lit . : :
orgam.za- e TR i) gl y. Carrying customer service gquality to the
ROl G SR A highest level with an innovative workin
2018, the top-three teams in the KEAS 2nd = <
: . ) method open to change by understanding
Global Quality Summit event gave their ) .
. the requirements and expectations of our
presentations and were awarded two of . ;
; ] ; . . customers is among the key strategies
the three prizes given in the Quality Circles ,
X oo of our company. Our Customer Service
e department was established in 2017

with the aim of increasing the level of
customer satisfaction and increasing the
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efficiency of sales order operations and
providing standard service. In 2018, we
began to support our operations within the
department with digital solutions. In order
to provide good service to our customers
at all times, while updating our order portal
(KEP) to best meet the requirements, we
also launched the Customer Relationship
Management (CRM) program and integrated
it into the order portal to provide direct
feedback access to our customers.

To ensure customer satisfaction, all manner
of feedback from our customers (industrial
manufacturer, dealer) and product users
(architect, carpenter, parguet master, end
user) are given importance and handled
with priority. Such notifications are received
by telephone, KEP, e-mail and social media,
or else by sales units during company visits.

Since 2017, there has been an increase in
feedback with the sensitivity shown to

Customer Feedback

2015

2017

2016

B Production
B Logistics

OF NATURE

2018 2016

CONTRIBUTION TO SOCIETY DOCUMENTATION

customer feedback. On the other hand,
with digitalization, the fact that customers
can access their feedback records over KEP
and the start of direct information flow to
the CRM system have also supported this
increase.

Within this system, different approval
strategies have been developed enabling
swifter response to customer feedback. By
including the customers in the complaint
management system, the opportunity to
monitor their complaints was taken at
every stage. All stages of the process are
monitored through the system at all levels.

When the past 3 years is reviewed, it is
clear that a significant improvement in the
resolution of customer complaints occurred.
In 2019, it is aimed to review each complaint
within 3 business days, and to finalize and
close the same within 7 business days.

Customer Complaint
Solution Time
1400 6
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1.000
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We continuously
improve our
human resources
practices for our
employees, whom
we regard as the
most valuable asset
of our company,
and strive to take
our performance in
this area one step
further.

Human Resources Management

Pursuant to our human and employee
rights-based human resources policy,

we continuously improve our human
resources practices for our employees,
whom we regard as the most valuable asset
of our company, and strive to take our
performance in this area one step further.

It is our priority to ensure the rights of

all our employees within the scope of

the legislation in force. At the point of
determining the wages and fringe benefits
of employees, we have identified market
conditions, business valuation outputs and
performance evaluation results as our main
criteria. Since we have adopted the principle
of equal pay for equal work, we apply fair
pay principles without any discrimination.

@ kastamonu

Maternity Education Transportation
Leave Support Means
Seniority Fuel Support Dining Hall
Incentive ervice
Food, Cleaning and Diaper Workplace
Hygiene Support Support Physician
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Human Resources Policy
Kastamonu Entegre:

Acts in accordance with the protection
of human rights and in compliance with
the principle of respect for people within
AuMan resources pProcesses.

Does not discriminate on ethnic origin,
religion, language, race, age, gender, na-
tionality, disability or cultural difference,
nor does it act with behavior that will be
gualified as discrimination.

Focuses on increasing the motivation and
loyalty, as well as the continuous develop-
ment of its qualified human resources.

Provides equal opportunities to all can-
didates in terms of training, knowledge,
skills, competence and experience in re-
cruitment processes.

Adopts the principle of equal pay for

equal work. Similar salaries are deter-
mined for peer positions within the com-
pany and the salary difference between
employees performing equivalent tasks
only occurs based on differences in sever-
ance and performance.

Aims to provide career development and
learning opportunities for its employees in
different geographic locations in order to
have a competent workforce.

Thanks to the globally adopted matrix or-
ganizational structure, it creates feedback
and guidance mechanisms among the man-
agement staff that are separately linked in
administrative and functional terms.

Enables a global strategy and culture to
be adopted in the common functions of
different organizations within the compa-
ny thanks to this structure.

Our priorities include providing our em-
ployees with a safe and healthy work
environment where they can develop their
talents and participate in all processes of
the company.
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In order to provide a suitable working envi-
ronment for employees, international con-
ventions, in particular the International La-
bor Organization (ILO) and the regulations
specified under local legislation are abided
by. Since the most important factor deter-
mining the product or service quality of a
business is the human resource, our employ-
ees form the basis of our organization. With
the participation and support of our em-
ployees, it is important for us to create and
maintain the most suitable working environ-
ment, both physically and socially.

Employee hobby clubs (alternative nature
sports club, photography club, agquarium
club, etc.) at the central campus have been
launched as pilot applications. Areas are
allocated for our employees to meet on
social issues at our production facilities.

Employee Profile

As of the year 2018, 2,541 people had
been employed in the Kastamonu Entegre
operations in Turkey. The distribution

of employees recruited within the
headqguarters, 6 plants, 5 sales offices and
the R&D structure positioned at various
locations is shown below.

<30 259 %13,8 101 %15,]1
30-50 1556 %83 504 %754
>50 58 %31 63 %9,4

*We recruit full-time employees.

Adana 58 8 297 1 364
Balikesir 52 7 237 1 297
Gebze 130 17 607 6 760
Genel Mudurluk 124 72 2 198
Kastamonu YL 22 137 159
Kastamonu MDF 94 3 314 41
Samsun 33 3 124 1 161
Tarsus 22 4 134 1 161
Ar-Ge 2 3 5
Ankara 5 5
ikitelli 1 1 2 4
inebolu 3 3
inegdl 2 1 6 9
izrir 3 4

1
overa sl 548 120 3] 10254
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Equal Opportunity

Regardless of religion, language, race,

culture and gender, everyone is offered Disabled Employee Percent
equal career and development opportunities
within the company. White Collar 10 %141

Efforts are being made to increase women'’s Blue Collar 61 %85,9
employment ratio in production. For
example, the practice of increasing the
number of female operators at certain of
our production lines at the Gebze facility
has begun. There has been an increase in
the number of female employees holding Location Number of Subcontractor Personnel
administrative functions at our headquarters

over recent years. Adana Factory 62
Balikesir Factory 55
Breastfeeding rooms have been renewed
at all campuses by considering the post- Gebze Factory 108
maternal needs of female employees. Kastamonu Factory 58
No discrimination (gender, seniority, Samsun Factory 30
- location, etc.) is applied in the development
An increase of in the number of programs, or for the fringe benefits we
o female employees
at the Headquarters
o (2014 - 2018) Number of employees at the Headquarters
128
140 > 120 126 127 L
120 el St
===
100
74
80 63
60 43 ——
40 ®
20
O
2014 2015 2016 2017 2018

- Male ==l Fcmale
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provide within the organization, and all
employees are enjoy equal opportunities.

All positions published outside the company
are announced to company employees

as internal announcements through the
company’s communication portal and

the individual applications of employees
and those indicated as the reference are
prioritized during the evaluation process.

Attracting and Retaining Qualified Labor

In order to attract and retain a qualified
workforce, it is vital for our company to cre-
ate an employer brand for which everyone is
keen to work.

In this context, we behave openly and clear-
ly towards our employees regarding our
company culture, vision, mission and values.
Our employees are informed of the open po-
sitions published on the internal portal. We
engage in two-way communication with our
employees and foster an environment where
everyone’s ability to share their opinions is
ensured in performance feedback, commu-
nication and performance review meetings.

With the Idea Platform established within
the corporation, our employees are included
in the change and development processes
of the company, and offered the opportunity
to participate in those projects where they
can directly work.

Within the scope of our recognition and ap-
preciation practices, our talented employees
displaying high performance are continuous-
ly motivated.

We encourage development by bringing sug-
gestions for the career goals of our employ-
ees through Performance Review meetings.

Within the scope of our university-employer
collaboration procedure, we organize work-
shops with students from the universities
we have identified during the year. With the
case studies and projects specially designed
for our company, we carry out competen-
cy and academic knowledge evaluations

of students. Bringing students considered
successful to our company as employees is
the main goal of this project.

We also organize long-term internship pro-
grams for students who are studying in their
final year of our targeted universities, or for
newly-graduated students. These internship
programs are shaped according to the project
requirements gathered from the various de-
partments at the beginning of the year. In or-
der to play an active role in the projects, those
deemed successful among the students/newly
graduated and included in the process are
considered as the priority for eligible positions.

Employees within the organization are as-
signed to work in domestic and international
investment projects in order to improve their
competencies and professional knowledge,
as well as to expand their experience.

5/
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In 2018, a pilot application was carried o ut
within the new framework by restructur-

ing the existing rotation applications at our
domestic facilities. In line with the outcomes
of the pilot application, necessary improve-
ments were identified and made.

For the year 2019, it is planned to introduce
and extend the new structure of the applica-
tion throughout the company.

Rotation application has been structured
under three main headings to be carried out
among those people who perform the same
function in different campuses, carry out
activities in successive and complementary
processes and perform different functions
overlapping each other in the same campus.

The current expertise and training status of
people, as well as their developmental areas
and future career goals are the main deter-
minants in this project, and are carried out
on a voluntary basis. Transferring existing
knowledge, sharing best practices and iden-
tifying development areas are among the
outcomes of this practice.

Employee Development and Training

We care about the personal and professional
development of our employees in the

desire to be an ever-evolving, innovative

and learning company. Our training and

3P 4P
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development strategy involves the training
of leaders of the future and ensuring
organizational development on the basis of
our rich learning culture. We create a rich
learning experience for all our employees.

It is essential that training and development
investments made for our employees create
value both for the employees and our

company, and be related to strategic goals.

We have established our infrastructure that
will ensure the development of employees
in order to keep our corporate performance
at the highest level. In the following process,
our target is to strengthen and improve the
relationship of this structure with our other
human resources processes.

We implement development programs
which are uniquely designed for the

various requirements of different target
groups, from young professionals to

senior management, based on learning by
experiencing, where new learning techniques
are applied, and which we prepare together
with specialists of the relevant field to cover
all blue collar and white collar employees in
line with the target audience.

The trainings we offer to our employees;

v/ Leadership and Managerial Competence
Trainings: Leadership Development
Programs, In-House Entrepreneurship,
First Level Manager Development
Programs

v/ Coaching Trainings
v/ Competency Oriented Training Programs

v/ Vision-related talks focused on People,
Change, Corporate Culture and
Innovation

v/ Technical and Professional Expertise
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Trainings: On-the-job trainings, Function-
specific trainings, Occupational Health
and Safety, Quality and Quality Systems,
Legal/Compulsory Trainings

v/ Personal Development and Team
Training: Foreign Language, Presentation
Techniques, MS Office Programs,

v/ Master’s Degree

Performance and Career Management

The performance management process aims
to reveal and sustain successful business
results, behavior and the high performance
of employees in accordance with corporate
culture and values.

In order to support this process, we offer

an effective performance management
system and career management program to
ensure high performance is shown by our
employees along their career paths. As of
the recruitment process, the performance
management system is our most important
tool to transparently evaluate the progress
of all our employees and their contributions
to our company. All our white-collar
employees work on individual business
objectives and competency development
goals that they wish to focus on for a period
of one year, in line with company targets set
in the Financial, Strategic, Human Resources
and OHS categories. They evaluate their
performance together with their managers
at the end of the year with mutual feedback.

Training Hours

WC BC WC BC

2018 9 30 38 37

2019 26 27 - -

In order to increase the potential of

our employees to progress to a higher
level, we provide trainings to promoted
managers, present middle rank and

senior managers within the scope of the
“Leadership Development Program” and
provide master’s degree support. “Career
Development Plan Meetings” have been put
into practice as of 2017 in order to direct
and guide our employees along their career
development path.

With the “Mentorship” study promoted

in 2016-2017, and that we have realized

in order to extend the culture of learning
from one another, sixty-nine people
participated in the process and supported
each other’s development. Mentoring is a
process of development dialogue between
the more experienced person (mentor)
and the person who intends to learn/
develop (mentee). The mentoring program
aims to support individual and corporate
development, and is offered to all our white-
collar employees on a voluntary basis.

The second term of the “Mentoring”
procedure is planned to start in May 2019.

_ Average
training time
per employee is

59

Mentor Mentee
28 41 69
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Occupational Health and Safety
OHS Management

Occupational health and safety are among
the core issues we primarily and thoroughly
deal with. We take pains to ensure that our
occupational health and safety management
system, established with a scientific approach
and systematic methodology, is internalized
by all employees of Kastamonu Entegre. It

is our core objective to manage all risks that
we face, and to minimize any loss that may
occur in order to create a continuous, safe
and healthy working environment for our
employees.

We comply with the OHSAS 18001
Occupational Health and Safety Management
System Standard requirements and all
legislation in force in all of our activities to
cover all our employees and subcontractor
employees at our facilities and at the
headquarters.

Our production facilities exist in the very
dangerous works category within the scope
of the prevailing legislation. We
conduct various risk analysis
processes at various periods
using different methods, with the
participation of diverse expert
groups and employees in order to
identify the hazards we

legal limits. Eliminating hazards ranks first

in our prevention hierarchy, and we apply
engineering measures for those hazards that
cannot be eliminated.

Within our occupational health and safety
organization, we have occupational safety
specialists suitable for our hazard group, and
a sound health team. Health examinations
related to the duties of our employees

are performed and monitored annually

by our workplace health department and
appropriate recruitment is made accordingly.

As in all our work, we collaborate with our
employees on occupational health and safety
as well. In addition, we have integrated the
employees of all sub-contractor companies
operating in our facilities into our OHS
management system. Thanks to the near-miss
system we have established at all our facilities,
we can prevent minor or serious injuries with
the feedback provided by our employees.

In order to fulfill our commitments under

this policy, we collaborate with and take
necessary measures regarding our employees,
trainees, suppliers, contractors,
businesses and visiting guests be

it for visit or commercial purposes,
thereby fostering a culture open to

. continuous development. All our
2 i employees, in particular our

mMmanagers, are responsible for

face and measure our
risks within each business
group we manage. We
take every precaution
against the risks we
detect, and keep
these risks below
acceptable levels

by considering
compliance with

KASTAMONU ENTEGRE SUSTAINABILITY REPORT 2018

taking and implementing the
necessary measures related to
their field of activity in order
for the system to adapt to
changing conditions.
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OHS League: We have initiated our “OHS
League” practice at our plants in order to
create an occupational safety culture to be
adopted by all employees from the senior

to junior level. The objective of the OHS
League is to improve OHS performance on
the basis of the sub-units of enterprises with
proactive safety culture practices, and to
prevent accidents by leveraging the synergy
of team spirit.

Kastamonu 10 Audit System: With the
“Kastamonu 10 Audit System” that we have
established and integrated at our facilities,
we carry out OHS internal audits under
international standards with our expert staff,
thus better defining our opportunities and
risks for continuous improvement.

The OHS performance of our facilities is
reviewed weekly and monthly. Besides this,
important decisions are taken unanimously
at the monthly “Occupational Health

and Safety Board” meetings, where the
participation of our employees is actively
ensured within the scope of the legislation
in force. Employee representatives who

are elected in accordance with the number
of persons and procedures defined in the
statutory legislation, represent all employees
and participate on the Occupational Health
and Safety Board.

Occupational accidents and emergency
management are handled under the control
of our expert staff and management team at
our facilities. In the case of experiencing near-
miss or occupational accidents, we follow up
on all processes by creating activity plans to
identify existing root causes and take actions
to eliminate them. Accident statistics are
recorded at all our facilities and presented
monthly at the directors’ meeting.

Occupational Health and Safety Policy

Kastamonu Entegre recognizes the
human being as the preeminent asset in
all its activities and undertakes:

v

To comply with the entire legislation
in force on occupational health and
safety,

To evaluate all kinds of new products,
processes and facilities within the
scope of occupational health and
safety starting from the project stage,

To identify and evaluate risks that have
a negative impact on occupational
health and safety with the cooperation
of employees, and to take necessary
measures to prevent occupational
accidents and occupational diseases,

To develop systems that will minimize
our losses in the event of an accident
or emergency that may occur during

our operations,

To include our employees, sub-
contractors and guests within the
scope of our health and safety
practices, and to be open to
technological developments that will
ensure a safe working environment,

To continuously maintain training
activities in order to improve
occupational health and safety
awareness,

To continuously improve, increase and
supervise occupational health and
safety performance.
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Within the framework of the Regulation

on the Prevention and Mitigation of Major
Industrial Accidents issued by the Ministry

of Environment and Urbanization in line with
the European Union SEVESO IlI Directive,

our Adana, Balikesir, Gebze and Kastamonu
plants have been designated as “top level
organizations”. In this context, tank site
overflow prevention and fire monitoring
systems that increase the security levels of the
processes have been established. Specialist
consultants have worked on training,
operation, process and maintenance safety,
emergency modeling and exercise planning.
Safety Report studies were completed in
2017, and will be revised according to the new
notices to be published by the end of 2019.

In the trainings we provide to our employees,
methods that enable them to think and
ensure their active participation are used.
Knowledge contests under the slogan

3D (Stop-Think-Continue) in preventing
occupational accidents are examples of this.
By this means, both theoretical training is
given and its efficiency measured. During
the OHS week held every year, “working

at height with VR glasses” experience

and applied tests of falling from height
prevention systems were performed. There
have been no fatal occupational accidents
suffered by our employees since 2015.

Thanks to the applied sustainable OHS
programs and improvement plans, the
number of work accidents with day losses
at all our facilities throughout Turkey, which
was at 112 in 2015, declined by 36% in 2018
to 71 accidents.

NTEGRE SUSTAINABILITY REPORT 2018
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Environmental Policy

As Kastamonu Entegre, we will strive to
continuously reduce the environmental
impact arising as the result of our
activities, in order to protect our
environment and leave a more viable
world for future generations, and

will endeavor to raise and extend
environmental awareness.

For this reason, we undertake:

v To fulfill all environmental

compliance obligations,

To include practices that will not
cause climate change, protect
biodiversity and ecosystems in our
processes,

To increase the efficiency of our
processes, use sustainable resources
and decrease our natural resource
consumption continuously to leave a
more viable environment for future
generations,

To continuously improve and
maintain our environmental
performance,

To raise environmental awareness
among all our employees by
organizing continuous training
activities.

Environmental Management

Preserving the balance of nature is an
important part of our sustainability strategy.
We have established our environmental
management system pursuant to our goals

KASTAMONU ENTEGRE SUSTAINABILITY REPORT 2018

to minimize our environmental footprint

and fulfill our assumed responsibility in

all our activities. All of our plants operate

in accordance with the “ISO 14001
Environmental Management System
Standard” and are certified accordingly.
Within the framework of our environmental
policy, we implement environmental risk
assessments for all of our processes in line
with our risk-based approach, and take the
necessary measures in those fields of activity
which we consider to bear risk. We aim to
take our performance to the highest level by
preparing action plans for our areas open to
improvement in light of environmental risk
assessments.

Our teams of expert environmental engineers
work at our factories for compliance with
legal regulations and the monitoring of
environmental performance. Periodic
performance monitoring is vital for its
effective management and continuous
improvement. By setting environmental
targets annually, we ensure that these targets
are extended across all directorates.

We allocate significant investment

and expenditure budgets each year to
minimize our environmental impact.

We organize training activities for our
employees and subcontractor employees
to strengthen environmental awareness.
We realize necessary actions by evaluating
environmental notifications from our
stakeholders in a timely fashion. We have a
very sound internal audit system that allows
us to identify our areas for improvement.

No environmental non-compliance has been
detected at our company in legal terms
during the reporting period.



> PRESERVING THE BALANCE OF NATURE

Sustainable Forest Management

As Kastamonu Entegre, we transform As Kastamonu Entegre, we process these to

forestry products into economic value, while convert them into an economic value, while
ing that the f t ni health - H

e k= YRR bbbl - - < U ensuring that the forests achieve a healthy

condition.
. , _ balance.
Forests contain the earth’s most important

natural assets, as well as featuring up
social and ecological dimensions. It is one
of our core responsibilities to ensure the
continuity of the forests, and to extend the
sheer wealth of this unigue beauty to fUtUras '
generations. The key factor in ensuring the
continuity of forests is their sustainable
management in terms of economic, social
and ecological impact.

Like every living creature, trees are born,
grow, mature, age and die. At the end of the
maintenance activities in forests, those trees
that complete their life span (administration
period) are rejuvenated in a planned manner
by using techniques that vary according to
their species and biological structure. The
raw materials we use consist of the products
obtained during these rejuvenation and
maintenance activities that are mandatory
for the continuity of the forests. As
Kastamonu Entegre, we process these to
convert them into an economic value, while
ensuring that the forests achieve a healthy
balance. Wood products can be recycled
when they have completed their life span,
whereby wood is a renewable source of raw
materials. Since a lack of rejuvenation and
maintenance activities in forests will not
allow young and healthy trees to grow, this
constitutes a risk and hazard to ensuring
the continuity of forests and increasing their
productivity.
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Different applications can be observed in
from country to country in terms of forest
management. The organization responsible
for managing forests in Turkey is the Di-
rectorate General of Forestry (OGM). OGM
allocates some of the forestry resources in a
certain region to companies in proportion to
the capacities of facilities in the same region.
Other than this, we purchase wood by par-
ticipating in tenders pertaining to forestry
resources in different regions to the extent
required by our company. In addition, the
y-products (sawdust, lath, cover, etc.) of the
ood industry are disposed of in our prod-

t and thereby brought into production.

> share of these products in total products
se from 13% in 2016 to 17% in 2018.

e company has become a partner to the es-
3blishment processes of ENAT A.S. (Industrial
ree Agriculture and Industry and Trade Joint
Stock Company) aiming to develop industri-
al forest plantations in Turkey. Established in
2005, Kastamonu Entegre is the second big-
gest shareholder with a 21.83% stake in ENAT.
ENAT, being of great importance in terms

of the development of the forestry products
industry in Turkey, has determined its key
target as enabling the planting of trees on an
approximate area of 300 hectares per year,
composed of the rapidly growing tree types
throughout the country, and ensuring their
development and widespread utilization by
the private sector. To date, 1.7 million saplings
have been planted on an area of 14 thousand
acres (approximately as large as 2,000 foot-
ball fields) and the wood is being supplied to
the sector.

ENAT stakeholders aim at better protection
of natural forest areas, continuous supply
of raw materials in forestry products sector,
prevention of erosion and minimization of
carbon emissions.

L]
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In the Plovdiv region of Bulgaria, we are
planning to establish industrial poplar tree
plantations on an area of 1100 decares, which
we have leased for a period of 30 years from
the municipality legal entity, along the River
Evros. It is intended to consider this project,
to be initiated in 2019, as a pilot project, and
that its achievements be an exemplar that
may be extended to all countries.

Contacts are established with representa-
tives of diverse ministries to promote and
expand the industrial plantation. Other con-
tacts with ministerial representatives focus
on increasing the number of forest protec-
tion officers and forest management chiefs,
as well as addressing issues related to the
improvement of forest roads and infrastruc-
ture to increase production efficiency.

Within the framework of our strategy to
preserve the balance of nature, we pay re-
gard to the procurement and efficient use of
wood as a raw material, and the main input
of our production processes from sustain-
able resources. As per our raw material pro-
curement policy, we supply no raw materials
from unregistered sources with high protec-
tion values, or from areas where fundamen-
tal human rights are violated.

The company, being committed to obtaining
wood raw materials from sustainable and
renewable sources, has been able to under-
take production in accordance with the FSC®
(Forest Stewardship Council) chain since
2013. This chain certifies that it is managed
sustainably during the period starting from
the cutting of the forest assets to their be-
coming wood-based panels and reaching
the end-user in furniture form through a dis-
tribution network, and that it is supervised
and approved by an independent board. A
31-million-hectare portion of the forestry

assets in Turkey, at 22.3 million hectares as
per 2018 OGM data, holds FSC® Certification,
which corresponds to 17% of total forest-

ry assets. Kastamonu Entegre’'s domestic
plants, namely Gebze, Balikesir, Kastamonu
and Adana and the overseas plants, namely
Romania, Bulgaria and Russia hold this certi-
fication.

With the 100% recyclable nature of the
wood that constitutes the main input of its
production as a starting point, Kastamonu
Entegre made an important investment in
Italy in 2017. Wood-based panel industry

in Italy realizes almost all of its production
using recycled materials. Upon purchasing
the particle board plants belonging to Grup-
po Trombini and completing the necessary
upgrades at those facilities, Kastamonu
Entegre commenced its related production
in 2018. At this point, the investment made
in recycling is a significant development
both in terms of pursuing an environmen-
tally friendly methodology and in creating
employment opportunities in a brand-

new market and contributing to economic
growth. However, the recycling heading is
also included in the R&D Structuring Tech-
nology Roadmap, which was expanded and
centralized in 2018. From this perspective,
the company has aimed to allocate a 2 mil-
lion Turkish lira research budget for recycling
and the utilization of internal and external
waste in 2019.

According to OGM’s 2018 data, the actual
use of the wood-based panel industry has
amounted to 12.5 million tons. While the
portion of this use covered by imports was
3.2 million tons in 2015, it declined by 17% in
2018 to 2.1 million tons. It is anticipated that
the share of imports in total use will decline
further over the forthcoming years.
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Import raw materials are also used from time
to time at our Gebze and Adana plants due
to the limited forest resources available in
those regions and rising production capaci-
ties. In this context, Kastamonu USA (KUSA)
was established at the beginning of 2016,
whereby a chipper unit is available to trans-
form imported wood into chips.

Our facilities take care to supply the wood-
en raw material they require from the least
distance possible. Average distances at our
domestic facilities range from 100 km to 225
km. Such distances vary according to the
presence of forest in those regions where fa-
cilities are located and the required tree type.
However, these distances are optimized by
evaluating wood raw materials from an inte-
grated perspective in order to reduce both
transportation cost and carbon footprint.

Bioenergy and tree-based panel sectors are
in competition because they use similar raw

materials in our country as indeed through-
out the world. This sector, being encouraged
by the state to increase the share of renew-
able energy in the energy mix of our coun-
try, constitutes risk for some parts of the
wood-panel sector with the increasing use
of wooden raw materials in addition to ag-
ricultural wastes. The wooden raw material
being converted into a product, when con-
sidering the value chain of the wood-based
panel sector, is incinerated once thereby
completing its life span by generating ener-
gy in the bioenergy sector.

Our Raw Material Supply unit regularly par-
ticipates in the “Forestry and Water Council”
organized by the Ministry of Agriculture and
Forestry. This event intends for the forest
and water resource players of our coun-

try to comply with global developments

and changes regarding the development

of national policy and strategies pertaining
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to sustainability management issues. It is
ensured that all relevant parties negotiate
views and recommendations and take ap-
plication-oriented decisions for the solution
of problems encountered in such issues as

structural, legislation, resource management,

implementation, monitoring and evaluation.
Our Business Planning and Innovation Di-
rector is also a member of the Sustainable
Forest Industry Advisory Board of the World
Agriculture Organization (FAO).

Material Management and Use of Recycled
Materials

We expend significant effort to achieve the
highest efficiency level of raw material use
and material management. We produce
innovative, competitive, high quality, envi-
ronmental and user-friendly products using
sustainable and renewable raw materials.

Any improvements in material manage-
ment processes contribute to both reduc-
ing environmental impacts and operational
costs. We have a strict monitoring system
regarding the amount of raw materials and
consumed materials per product unit, and
realize various actions to improve our per-
formance in this area.

Recycling is an issue in which we are highly
sensitive. We strive to implement all recy-
cling facilities at our plants. In this regard,
we provide trainings to our employees and
work to increase the level of awareness.

Our products are recyclable. As mentioned
under the title of Sustainable Forest Man-
agement, the inclusion of industrial by-prod-
ucts at all our plants and production with
100% recyclable materials at our Italy plant
defines our waste management approach

in the procurement process of wooden raw
materials. One of the projects to enter the
Idea Platform in 2018, and that reached the
incubation phase being upon admission to
the Acceleration Program, focuses on estab-
lishing a business model for furniture recy-
cling in Turkey. As per Waste Management
Regulations, a more prioritized method is
adopted, rather than generating energy by
the disposal or incineration of waste. Ad-
ditionally, the packaging cartons with our
product labels and the rings used to hold
the packaging together are made from recy-
cled raw materials.
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Meanwhile, we can all do our
best in an effort to “reduce -
reuse - recycle”, although wood
is also the only material that is
“renewable”. It regrows after
harvesting. Natural resources such
as oil, natural gas, coal, minerals
and metals cannot be recycled.”

Renewable natural resources are those
that, after use (harvest), can attain previous
natural stock levels through natural growth
or renewal processes.'”” These resources

are rapidly renewed by ecological cycles or
agricultural processes. Therefore, materials
and services derived from these sources
are not compromised and remain ready and
available for future generations.'

Besides the wood raw material, mainly
constituting the bulk of our products, we
have also made studies into producing
glue, another main component normally
produced from fossil resources, from
renewable natural alternatives.

Efforts Against Climate Change and Energy
Management

Climate change, which has become a
global problem, causes adverse effects
almost everywhere on our planet,
threatening life, biodiversity and socio-
economic systems. Parallel to the Climate
Action target, which features among the
Sustainable Development Goals, we work
with due diligence on carbon and energy
management, in full awareness of our
responsibility.

As a sector, reducing the amount of CO:2 in
the atmosphere by using wood is one of the
important contributions we offer nature in
combating climate change.

Wood and
CO, reduction

There are two ways to
reduce the amount of CO:
iNn the atmosphere. Either
by reducing emissions or
by. isolating and storing
CO: (reducing carbon
resources and increasing
carbon storages). Wood is a
material having the unique
ability to do both.

16  Bill Cook (2008), MSU, “Manufactured wood products are renewable and environmentally friendly”
17 OECD (2008), Measuring material flows and resource productivity - OECD guide

18  GRI Standards (2016), GRI 301 - Materials
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Forests and the Carbon Cycle

V.. % co,

Light A&

a tree whose growth
has been completed
stored carbon
Wooden furnitures

a growing tree stored carbon

PHOTOSYNTH Esls starts stored carbon

y

New planted seedlings are,
stored carbon

Light,

water and
natural resources are
required for

growing Plants whose life span

is complete give carbon dioxide
o the atmosphere.

Forests play an important role in climate photosynthesis, while producing equivalent
change with the bi-directional effect of oxygen of 0.7 tons.” However, this situation
isolating and storing carbon emissions. continues until the tree reaches maturity,
Forests, like the oceans, are the most after which CO: storage stops. On the other
important carbon storages in nature. They hand, dead trees begin to give back to the
store carbon in the atmosphere within atmosphere what they had previously stored.

themselves and grow accordingly. Wooden
products do not continue to absorb carbon
dioxide from the atmosphere, but rather,
extend the time in which carbon dioxide is
removed from it, thereby promoting forest
growth, and allowing forests to absorlb more

From this point of view, the European
Confederation of Wood Industrialists states
that the sustainable management of forests
and the harvesting of trees that have
completed their life span will allow the storage
of stored carbon dioxide within the product.

carbog The wood-based panel industry also supports
Through photosynthesis, trees can capture this cycle as it uses harvested trees as raw

CO:z2 in the air and combine it with water materials. Since carbon constitutes half of the
from the soil to produce wood, which is the chemical structure of wood, thanks to wood-
essential organic material. based products, carbon remains in the product

: without being released.?%?’
Growing trees absorb CO2 and produce Oz2. On 2

average, a typical tree absorbs 1ton of carbon
dioxide per 1 cubic meter of growth through
I It means that carbon storage and substitution stores 0.9-tons of CO2 of combined

1 m3 wood and substitutes 1.1l of CO2, which makes 2.0 tons of CO:2 in total i

Dr. A Frithwald

19

Edinburgh Center for Carbon Management

20 CEl Bois: “Tackle Climate Change. Use Wood”

21

Dr. Arno Frahwald, University of Hamburg
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Replacement of Fossil Fuel: When wood
cannot be reused or recycled, it can still
generate energy through incineration. The
energy generated is an efficiently stored
solar energy. Wood incineration is a carbon-
neutral process, since the amount of CO:2
emitted during the incineration process is no
more than that previously stored. This issue
is well known by the wood industry, which
derives 75% of its consumed energy from
wood by-products.

Thermal Efficiency: The use of wood also
helps to save energy during the life span of a
building. This is because its cellular structure
provides excellent thermal insulation 15
times better than concrete, 100 times better
than steel and 1,770 times better than
aluminum. A wooden board with a thickness
of 2.5 cm has a better thermal resistance
than a brick wall with a thickness of 11.5 cm.

Using one cubic meter of wood instead
of other construction materials (concrete,
block or brick) results in an average of
CO: saving of 0.75 tons against 1 ton.

International Institute for Environment and
Development, Using Wood Products to Mitigate Climate
Change, 2004.

In our opinion, the behavioral attitudes of
all our employees towards climate change
are important both within and beyond the
company. In this context, we ensure all our
employees conduct a mission to address
this global issue through awareness-raising
trainings provided within our Environment
and Energy management systems.
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Monitoring chimney emissions

We take care that the fumes emitted

by chimneys at our production facilities
constantly remains within the limits

set by the Ministry of Environment and
Urbanization. At our facilities located
close to settlement areas, the Provincial
Directorate of Environment monitors data
simultaneously through the continuous
emission measurement system applied to
chimneys.

Water Management

In a world where natural resources are
depleting rapidly, we take all our steps

with a responsibility for consuming these
resources efficiently and consciously. For
this reason, we focus on minimizing water
consumption in our production processes
and on reusing water. We calculate our
water consumption per unit product
annually in order to follow our performance
in this field.

Total of

380,000 m’

of wastewater
recovery

hetween 2015-2018
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The concept of wastewater recycling is

an important issue for our company as
part of the objective of reducing natural
resource consumption. A total of 380,000
m3 of wastewater was recovered at our
domestic facilities in wastewater recovery
units between 2015 and 2018. As of 2018,
the average annual recovery is 140,000 m3,
which meets the annual water demand of
approximately 1,800 persons. The company
aims to recover a total of 1.7 million m3 of
wastewater between 2019 and 2030.

The wastewater generated at our facilities
is discharged after treatment within the
limits stipulated by legal regulations. At
our facilities where chemical and biological
treatment systems are in operation, we
constantly monitor the performance of

these systems and keep them under control.

Carbon Footprint

In 2015, we started the process of carbon
footprint calculation in order to gauge and
reduce the direct and indirect impact of our
activities on climate change.

At our domestic plants, carbon emissions
per unit product are calculated and emission
targets are set by taking into consideration
the changes in the energy portfolios planned
by the plants.

In order to increase value, non-

compliant waste wood is converted into
environmentally friendly electricity and
heat at our biomass power plants, whereby
we avoid an annual average of 240,000
tons of CO2 emissions compared to energy
production using natural gas.

Kastamonu Entegre Carbon Footprint

139.349

135.822

2015 2016

400.000

350.000

300.000

141.458 138.786

250.000

200.000

tons CO,

150.000

219.826 211.567

100.000

50.000

[ | Scope 1
2017 2018 Il Scope 2

The carbon emission details of domestic plants are given in the table above.
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MDF Plants CO:2 Intensity
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Graphs above include all domestic operations.
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Energy Management

In order to carry out and monitor our
energy efficiency processes conducted by
observing all our processes, in accordance
with international standards, we introduced
the ISO 50001 Energy Management System
at all our facilities in 2014 for a sustainable
guality of human life and sustainable
production.

The basis of our energy management
approach is set by considering all factors
that may affect our energy performance.
The Electricity and Energy Systems and
Renewable Energy Units under the Technical
Directorate coordinate with the energy
managers at each of our facilities and carry
out studies on the establishment of energy-

related targets and long-term planning.

Energy Policy

v To increase energy performance values
including energy efficiency and intensity
in all processes,

To reduce costs by making improvements

in all processes in step with energy
efficiency,

To be the most energy efficient company

in the sector by increasing the energy
management quality through constant
monitoring of developing technologies,
To ensure continuous improvement
with employees, whose training in

and experience of energy efficiency
are continuously increased, with

a management approach open to
communication,

To comply with national and international
legal obligations on energy management,

To take care of the environment by
reducing the emission values based

on efficiency, while producing and
consuming energy,

To ensure sustainability in energy by
diversifying our fuel types and supply
resources,

To be traceable by realizing our energy
measurement, evaluation and reporting in
the most effective manner,

To ensure the purchase of energy-
efficient products, services and designs
to improve energy performance, and

to allocate budget for necessary
improvements,

To reduce fossil fuel consumption by
increasing production opportunities using
renewable energy resources.
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SUSTAINABILITY APPROACH

Our renewable energy investments

are related to both Clean Energy and
Responsible Production and Consumption
within the UN Sustainable Development
Goals. Besides the main raw material
forming our product being renewable, we
focus on increasing the share of renewables
in the energy we use. We monitor all kinds
of innovations in this regard and try to take
advantage of a wide range of opportunities.
Our main renewable energy investments are
as follows:

¢ ORC (Organic Rankine Cycle) Turbine:
Electricity and heat energy are obtained
with very low losses (2%) from the ORC
cycle, which has high energy efficiency.
The ORC turbine commissioned at our
Gebze facility at the beginning of 2015, the
first such facility established in Turkey, has
received competency (CE) certification.
The annual power generation of our facility
is 6.5 million kWh with a thermal input
power of 6.5 MW.

e Solar Power Plant: The solar power plant
installed on the roof of our Adana MDF
facility was commissioned in March 2016.
The panel power of the plant, which
comprises 4,356 PV modules, is 1,113 kWp,
and it generates an annual 1.4 million
kWh of energy.

» Gasification Facility: Our TUBITAK-
TEYDEB project on “Gasification of
Waste Biomass and Renewable Clean
Energy Production” has been successfully
completed, and the project is aimed at
energy recovery from waste biomass
generated by our processes. In the project,
gasification technology has been used
as an alternative to firing technology,
and renewable energy generation has
been achieved by the development of

KASTAMONU ENTEGRE SUSTAINABILITY REPORT 2018
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gasification reactors, the production of
synthesis gas and the use of organic

cycle (ORC) turbines to generate energy
using synthesis gas. With this plant,
commissioned in 2017, 20,000 tons of
biomass waste generated annually as the
result of production is used for energy
recovery, while 6.5 million kWh of electrical
energy and 43.6 million kWh of thermal
energy are also generated..

While the share of renewable
energy in our entire energy
consumption is 51.6%, this
ratio rises to 57% when only
direct energy consumption is
considered.
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Energy consumption

The values for energy consumption in 2015,
2016, 2017 and 2018 may be seen below:

In 2018, an energy saving of 2.87% was
achieved compared to 2015.

While the share of renewable energy in our
entire energy consumption is 51.6%, this
ratio rises to 57% when only direct energy
consumption is considered.

Total energy consumption within the organization

Consumption by Fuel Type
(Direct and Indirect) 2018
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%1

Renewable
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%50
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8.500.000
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7.500.000
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6.500.000
6.000.000
5.500.000
2017 2018

Consumption by Fuel Type
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Energy intensity

Energy intensity is calculated on the basis
of the ratio of the total energy consumption
of the related facility to its total production
amount per year. In 2018, the energy density
was 340 GJ/m? for particle board production
and 770 GJ/m? for MDF (fiberboard)
production. The high electricity requirement
of the unit (refiner), where the defibrating
process is performed in the production of
fiberboard, causes the density to increase
compared to particle board production.

Energy intensity in PB production
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Our Energy Efficiency Studies

We have carried out numerous energy
efficiency processes for the compressors

and compressed air systems of the
production lines at all our locations, in both
water and hot oil lines with the assistance
of pumps, in air lines with the assistance of
fans, and also in lighting and compensation
systems. Improvements made in heat
generation and transfer systems, and in the
recovery of waste heat generated during
production have played an important role in
reducing energy consumption.

We have been producing efficiency-
increasing projects supported by the Turkish
Republic Ministry of Energy and Natural
Resources General Directorate of Renewable
Energy since 2013.

As of the end of 2018, a total of 24 produc-
tivity growth projects have been worked on,
23 of which have been completed.??

Within the scope of these projects, an
annual energy saving of 40 million kWh

is envisaged.

Some of the productivity growth projects
we have implemented at our facilities are as
follows:

¢ Replacement of steam absorption chiller
with hot water-operated absorption
chiller: Electricity is produced by
burning gas of high calorific value at the
gasification facility in the ORC turbine
of our Gebze plant. During this process,
with the procurement of an absorption
chiller which operates with hot water to
replace the existing steam chiller used
for the cooling of hot water, a reduction
of vapor consumption is ensured where
existing facilities are utilized in the most
efficient manner through the use of waste
heat. With this project, 5.5 million kWh of
energy saving has been achieved.

22 A total of 37 applications were filed by Kastamonu Entegre. Eight of these have been rejected and five have been cancelled.
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Distribution of Productivity Growth Projects (VAP) on a Plant Basis.

Balikesir Adana Gebze

Cooling of gas turbine inlet air and
panel chambers with absorption chiller:
With this project carried out at our
Balikesir facility, a part of the gas turbine
exhaust gas and steam from the steam
generator (by means of hot oil boiler)
are obtained. The gas turbine inlet air
and panel chambers were cooled with
the heat exchanger and fan-coil units
and the cooling water from the existing
absorption chiller procured within this
project. In other words, by using gas
turbine exhaust gas waste heat, the gas
turbine inlet air and panel chambers are
cooled. In this context, while the waste
heat is evaluated, electricity is saved

by eliminating the use of electrically
operated duct type and split type air
conditioners. With this project, a 2.5
million kWh energy saving has been
achieved.

- - - - 0

Kastamonu
MDF

Kastamonu

Samsun Tarsus
VL

Recovery of Heat Discharged from the
Hot Oil Boiler By-Pass Line: The hot

oil obtained by burning biomass at our
Adana facility is used to produce steam
both in the process and in the steam
generator. The temperature of the smoke
fumes emitted by the hot oil boiler is
around 350-380°C, and this heat is used
for drying the wood chip. When the heat
requirement in the dryer unit decreases,
some of the hot fume gas emitted by the
boiler is discharged into the atmosphere
via the by-pass line. With this project, the
heat discharged from the bypass line will
be recovered and fed into the existing
waste heat boiler, and energy production
will be increased by boosting the steam
production. With this project, a 9.2 million
kWh energy saving is achieved.
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Another important project of ours worthy

of mention in terms of energy efficiency is
the replacement of diesel forklifts at all our
facilities with electric alternatives. With this
change, we both reduce our energy costs and
eliminate carbon emissions associated with
diesel fuel use. In the project we started at the
end of 2015, we replaced 136 diesel forklifts
with electric ones within the scope of a relat-
ed program.

As for the diesel fuel consumptions at Turkish
plants, a decrease of 24% in 2016, 85% in 2017
and 94% in 2018 occurred when compared

to 2015. This change has led to the release of
3,545 tons less CO: over the past three years,
with resulting savings of 2.8 million euro.

On the other hand, working with diesel fork-
lifts at our workplaces (especially in enclosed
areas) means that these areas are adversely af-
fected by exhaust fumes. With electric forklifts,
both exhaust fumes and engine noise are elim-
inated. When the scope of the project is con-
sidered, such a transformation in terms of both
fuel consumption and occupational health and
safety was an important step for our company,
as well as for the industry we operate in.

Waste Management

Our waste management approach is
based on reducing, separating, collecting,
storing, disposing of and recovering waste
at its source, and recycling such waste to
the extent possible, and has a structure
supportive of a circular economy.

In the first stage, the prevention of waste
formation is evaluated, and if not achievable,
waste minimization is considered and aimed
at. Thereafter, the reuse of waste and if that
is not possible either, then its recycling and
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energy recovery are aimed at. Wastes that
cannot be reduced, reused and recycled

are disposed of in accordance with environ-
mental legislation in a manner that does not
harm human and environmental health.

In terms of soil and water health, we apply
the necessary measures at all our factories

to prevent leaks and spills, and have con-
tingency management plans in place for all
possibilities. No significant leakage or spillage
occurred during the reporting period.

Within the scope of our environmental man-
agement system, we provide trainings for all
our employees to inform them of our practic-
es related to waste management.

The waste density of our company per unit
product is shown in the below graph. The
change in these figures is directly affected by
studies into increasing the production volume
and preventing waste generation.

Biomass waste (sanding dust, bark, etc.) aris-

Waste Density Per Product

(excluding biomass)
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es at our facilities as the result of our produc-
tion, and is used as fuel at our plants upon
approval by the Ministry of Environment and
Urbanization in accordance with the TS EN
ISO 17225-1 standard. Therefore, biomass has
been excluded from the graphic above.
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We cooperate with third-party institutions for
the collection of packaging materials (pack-
age carton, stretch film, pallet, etc.) that we
launch to the market as per the Regulation
on the Control of Packaging Waste. Amounts
collected for different packaging types are
given below by year:

Good practice example:

The recycling of impregnated paper waste
in particle board production

Laminated products are produced by pressing
papers impregnated with glued resin to the
board at a certain temperature and pressure.
Waste from impregnated paper occurs during
the impregnation of paper and after pressing
on the sheet. This results in a certain waste
disposal cost. With the project we have
implemented, we are treating and recycling
these wastes at our particle board plants.

In the waste management hierarchy of EU
Waste Legislation, prevention and reduction
are monitored in terms of the reuse of waste
as a primary option. We generate unavoidable
waste in direct proportion to our production.
Therefore, by using this waste in another
product, we save on both glue and wood,
while simultaneously managing our waste
using a higher priority option?, and by this
means we avoid any additional cost. We are
currently implementing the project at our
Gebze, Adana, Kastamonu MDF and Balikesir
facilities. Waste from Adana is recycled at

the Tarsus facility and of Kastamonu MDF is
recycled at the Kastamonu YL facility. By this
means, all our facilities are included within the

aforementioned recycling project.

Packaging Type

[Documentation Amount (ton/year)] 2015 2016 2017
Paper-Cardboard 1.427.8 2136,0 1.536,0
Polyethylene (PE)/Polyamide (PA) 4448 55,5 408,6
Wood 260,2 376,7 292,0

Good practice example:

Waste gas line from boiler to drying unit at
the Samsun Plant

Prior to 2018, the amount of waste gas
coming from the energy facility to the
Particle board drying facility of our Samsun
plant was 2 MW. By adding a fan to the
transition pipe of waste gas to drying, the
efficiency of the energy plant was increased,
and 3 MW of energy was gained in addition
to an energy amount of 2 MW. Accordingly,
the fuel consumed per 1 m3 of chip in the
drying unit has decreased by 20.3% and the
amount of ash formed during the year has J
decreased by about 20%.

Good practice example:

Electrostatic Dust Holding Filter
Electrostatic dust holding filters (WESP) are
typically used to control particulate matter
emissions with high explosive potential in
exhaust gas flows that contain adhesive and
condensable hydrocarbon contaminants.
With this filter used at our Gebze plant, the
particle board drying facility is treated with
waste gas at the chimney outlet. The same
project has been planned for the Balikesir
particle board plant, which is intended to be
commissioned in 2019. /J

23 In the management of these wastes, options for energy recovery by incineration or burial are available. While there will be harmful gas emissions during
incineration, this waste, which will not dissolve in nature for many years, will damage groundwater.
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Community Investment

Since 1969, the year of our establishment,
we have positioned the principle of “bein
beneficial to society” at the heart of o
work. We have integrated our wo
vision, mission, values and all op
with human and social consider
the core. We have concentrated
development activities in the field
education, sports and culture.

Culture

As Kastamonu Entegre, we carry out
activities in order to protect all assets w
gain from the locations in which we operat
and to pass them onto future generations:

* The book “Tartarica”, which holds
great importance in terms of Turkish
and Tatar history, was translated from
Russian to Turkish with the contribution
of Kastamonu Entegre. The book, now
translated into Turkish for the first time,
stands out for being the first publication
to comprehensively treat the history and
geography of its subject matter.

« We have been the sponsor of the
International Rose Festival, celebrated
annually in the city of Kazanlik since the
establishment of the Bulgaria Factory in
2000.

* Event launch night support was provided

in Kastamonu, when it was named the
“2018 Turkish World Cultural Capital” by
the International Turkish Organization
(TURKSOY).
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We sponsore
International Forestry Products Congress
organized by Karadeniz Technical

University. A presentation was made
by Kastamonu Entegre at
Session of the co
problems, propos
scientific stuol'
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We were the sponsor of the 11th National
Furniture Design Competition Organized
by the Central Anatolia Association for
Furniture, Paper and Forestry Products
Exporters. Thanks to this contest, primary,
secondary, high school and undergraduate
students were able to meet designers from
both the professional and academic arenas.

Our company was the silver sponsor of
the 14th National Home Furniture Design
Contest, which has been organized by
MOSDER - Turkish Furniture Industrialists
Association since 2005.

Every year, we continue our efforts to
meet the demands and requirements of
numerous educational institutions.

All our production facilities hosted
secondary school, high school and
university students throughout the year.
With these activities, students were able to

KA
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discover the production processes of the
sector and increase their awareness.

We consider sports to be among the most
important elements contributing to the
individual and the society, and support
successful projects in the sporting arena,
particularly in domestic and foreign locations
where our production facilities are located.

* The Kiril Methodi High School Volleyball
team, sponsored by our side, ranked first
in Bulgaria and was entitled to represent
Bulgaria in the 2018 World Inter-School
Volleyball Tournament (ISF WSC Volleyball
2018 - Czech Republic).

*  Within the scope of the “Education for
Every Child” project, it participated in the
40th Istanbul Marathon.




* |t participated in the 13th Istanbul Half Mar-
athon with the “Kosar Adim LOSEV” team.

* Fitness centers were opened at the Altuni-
zade Headqguarters and Kastamonu Bulgar-
ia offices, allowing employees to exercise
regularly.

* We support our employees’ sports activities
in order to further their individual develop-
ment.

* Tournaments have been organized in dif-
ferent locations at the domestic facilities
in order to encourage employees to par-
ticipate in sports and strengthen internal
communication.

* We sponsored the “No to Violence against
Women and No to Drugs” panel organized
by the Kastamonu People Solidarity Associ-
ation (KASDER) Sisli, istanbul Branch.

« A total of 250 employees were support-
ed in becoming homeowners within the
Kastamonu Entegre Prestige Residences,
constructed for Kastamonu Entegre em-
ployees.

* As part of the Forest Week events, com-
memorative forests are created in those
regions where production facilities are
located..
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While calculating the carbon footprint of
Kastamonu Entegre production facilities in
Turkey, Intergovernmental Panel on Climate
Change 2006 (IPCC 2006)' Guidelines
were adhered to and direct and the indirect
emissions of the company were calculated.

The Tier 1 method was used in the
calculation and the following steps were
followed:

1. Determination of annual consolidated fuel
amount values consumed by plants

2. Finding the carbon emission factor accord-
ing to the type of fuel/energy consumed

3. Determination of carbon emission arising
from oxidation and combustion

4. Multiplication of the above 3 data sets
for the respective consumed fuel/energy

type
Formulation of the method in question is;

CO2 emission = Fuel consumption x
Emission factor x Oxidation factor

CO2 emission: Amount of greenhouse gas
(kg CO2) depending on fuel type

Diesel ton CO2/ TJ 74,
Coal ton CO2/ TJ 94,6
Natural Gas ton CO2/ TJ 56,1
Methanol ton CO:2 / ton 0,375
Electricity kg CO2 / kWh 0,497
Wood Chips ton CO2/ TJ 1,47

/ IPCC: Intergovermental Panel on Climate Change

Fuel consumption: Consumed fuel
amount (kg, It fuel)

Emission factor: The default greenhouse
gas (SG) CO2 emission factor (kg COz/kg
fuel) based on fuel type

Oxidation factor: In the Intergovernmental Pan-
el on Climate Change, the oxidation factor is
considered and accepted as 1. Since carbon is
readily oxidized, it converts to CO2 and the oxi-
dation factor is considered as 1 based on COs.

The table below shows the emission factors
by energy resource. IPCC 2006 Guidelines are
taken as the reference for natural gas, diesel
oil, coal and methanol. In the calculation of
CO2 emissions arising from electricity con-
sumption, the emission factor calculated by
Climate Transparency depending on country
conditions has been used instead of IPCC
data considering the resources and technolo-
gy of electricity production in Turkey!.

For biomass, the thermal values of bark and
sanding powder were calculated in the first
instance based on the article by Ucar, G. da-
ted 1988, whereupon the emission factor in
the NCASI 2009 Guideline was used".

43 IPCC 2006
258 IPCC 2006
48 IPCC 2006
- IPCC 2006
- Climate Transparency, 2017
NCASI, 2009

/i https:/www.climate-transparency.org/wp-content/uploads/2017/07/B2G2017-Turkey.pdf (Access date: April 2019)

il Ugar, G, (1988). Possibilities for evaluating wood and forest wastes as resources of energy and chemical substances, IU Faculty of Forestry Journal, series b, VVolume: 38,

Issue: 1, page 80.

iv  https:/www.ncasi.org/resource/ghg-calculation-tools-for-wood-products-facilities/ (Access date: April 2019)
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Communication with Stakeholders

STAKEHOLDER GROUP COMMUNICATION CHANNEL FREQUENCY

Employees

Customers

Business Partners
(Suppliers, Subcontractors, Service
Providers, Finance Institutions,
Consulting Firms, etc.)

Social Stakeholders
(Media, NGO and
Local Communities)

Public Institutions
(Governments, University and
Academic Institutions,
Local Authorities)

Intranet
Social Media
KEAS Global Magazine
Announcements

Employee Loyalty and Satisfaction
Survey

Hayat Academy
Dealer Order System
Social Media
Websites
KEAS Global Magazine
Customer Satisfaction Survey
Meetings
Announcements
Supplier Entry System
Social Media
Websites
Meetings
Annual Report
Social Media
Marketing Communication Activities
Websites
Meetings
Social Media
Marketing Communication Activities
Websites
Meetings
Audits
Annual Report
Memberships
Official correspondences

KASTAMONU ENTEGRE SUSTAINABILITY REPORT 2018

Continuous
Continuous
Quarterly

Continuous
Updating

Continuous
Continuous
Continuous
Continuous
Quarterly
Annually
Periodically
Periodically
Continuous
Continuous
Continuous
Periodically
Annually
Continuous
Continuous
Continuous
Periodically
Continuous
Continuous
Continuous
Periodically
Periodically
Annually
Biennially
Continuous
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TSENIS012460-5 | TSENISO 12460-3 TS EN 12460-1 TS EN 1S0 12460-4 ASTM E1333 1

R TR TS-EN-717-2 TS-EN-717-1 JISA5908+JIS A 1460 ASTM D6006
DIFFERENT COUNTRIES AS/NIS1859-162
Perforator Method = Gas Analysis Method = Chamber Method Desiccator Method = Large Chamber Method
mg/100g mg/m’ h mg/m?’ air mg/L ppm
E2 <30 >0,1
EUROPE El <8 3,5 0,124 1,5 <01
(END EO 2,54 1,75g 0,062 0,5
Super EO 1,54 0,3
PB 4 0,09
e s | @t oo 5 om
(thicknesses gSI\r:wlmDuEed for flooring) 8 0’13
TSCA Title 6 0,09
(EPALEAARB) TSCA Title 6 0,11
TSCA Title 6 0,13
Fxx 6,54 <15 ~0,143¢
JAPAN Fxxx (EO) 25, <0,5 <0,055¢
Fxx**x (SEO) 154 <03 <0,035¢
E2 <45
ET <15
AUSTRALIA
ET <1
-4 EO <05

A - SUBSPORT Specific Substances Alternatives Assessment - Formaldehyde, 2013
B - TSE EO Information Form

C - Alves da Costa N.J. (2013): Adhesive system for low formaldehyde emission wood-based panels. PhD Dissertation, L{n/’vers/ty of Porto

94

@kastamonu KASTAMONU ENTEGRE SUSTAINABILITY REPORT 2018









