I KAPTEN & SON

RBC Policy

Kapten & Son

“As an internationally operating brand, Kapten & Son recognises
its responsibility to conduct business in an ethical and sustaina-
ble manner. Therefore, we are committing ourselves to continu-
ously work towards bettering the way we do business, and to

bring people and the environment in line with our actions.”

Dear Kaptens,
we are amid a big transformation within the textile industry, and that makes a shift in business a necessity.
As an internationally growing company, we want to make sure that we are dedicated to actively shape

these shifts and to become the most ethical und sustainable version of ourselves.

With joining the Fair Wear Foundation in 2022, we have set ourselves the goal to recognise human rights
and fair labour conditions, preventing any human rights violations and fostering fair working conditions
throughout our whole supply chain, including our own operations and the ones of partners and other
stakeholders. The goal is clear: we only want to sell products that are produced under strict ethical stand-
ards. Drawing from the International Labour Organisation (ILO) Standards, the OECD Guidelines for Mul-
tinational Organisations as well as the 10 Guiding Principles of the UN Global Compact, we have set out
the following guidelines that we expect our employees, as well as business partners to respect and sup-

port.
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Our RBC policy forms only a basis of our commitment to human rights and ethical labour practices. Even
more important will be the actions and processes we establish to protect and foster human rights and fair
working conditions. To embed Human Rights Due Diligence in management systems according to the
OECD Guidelines we will continuously assess actual and potential harms in our supply chain through an
ongoing risk assessment. Moreover, we will establish a systematic monitoring system that will help us to
assess the current labour conditions in partner factories. Both these activities will then help us to formulate
an action plan to cease, prevent mitigate as well as remediate any harm. To measure success of these
actions, we will track progress, also by involving relevant stakeholders into the conversation. Being open
and transparent in this process is an integral part, which is why we will regularly report on our progress

within our annual Social Report as well as our biannual Impact Report.

But we are not going to stop there; we will also take an inward look and see, where we can do better.
Brands have a direct influence on their supply chain partners, as for example decent working hours and a
fair remuneration are directly linked with a brand’s purchasing practices. First and foremost, we see it as
important to keep our supplier base as lean as possible to foster close and long-term relationships with
our supply chain partners. Any expansion of the supplier base must be reasonable and follow a clear
selection and onboarding process to guarantee that both sides are willing and committed to work on im-
proving labour conditions over time. We acknowledge that functioning grievance mechanisms and in-
volvement of worker representation are both enabling factors that can help to accelerate progress as well

as to formulate adequate actions right from the beginning.

Itis our goal to create an eye level playing field with our existing supply chain partners that is backed up
by General Agreements, which set out shared commitments and responsibilities. Besides a systematic
approach to monitoring labour conditions on a regular basis, we strive to foster open and honest social
dialogue, provide stable orders and frequent detailed forecasts as well as support in building up capacities
for workers and factory management through relevant training programmes. Moreover, we seek to find a
more transparent approach to pricing and costing to gradually increase worker's remuneration to a decent

level.

Most workers in production lines are female, which is why it is especially important to include a gender
lens throughout the whole Human Rights Due Diligence process. When assessing risks or monitoring
labour conditions it is crucial to answer the question, whether women or other minorities are even more

vulnerable to potential risks and harms and if actions of remediation, improvement and prevention need
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to be adjusted or intensified for these groups. Consequently, worker representation must also address a

gender or minority perspective.

We see a great opportunity in being a part of Fair Wear's network of member brands, in that they have
more leverage and power in the industry as we do alone. Therefore, we are willing to cooperate with other
Fair Wear member brands (and also non-Fair Wear member brands) in risk identification, mitigation, re-

mediation and prevention, wherever possible.

Lastly, we recognise the necessity to also facilitate social dialogue between management and employees
on supply chain partner’s side. Supporting the implementation of factory level grievance mechanisms and
searching for ways to increase the collaboration between management and employees will be one of the

main focal points in our advancement of work force engagement in our supply chain.

This RBC policy is approved and supported by executive members of Kapten & Son. It provides a frame-
work for further developing our sourcing strategy and purchasing practices and gives implications for fu-

ture decisions and business practices.

Social standards

The respect of human rights is an integral part of responsible business conduct for Kapten & Son. As a
member of Fair Wear Foundation, we have dedicated ourselves to comply to Fair Wear Code of Labour
Practices (ColLP), the OECD Guidelines for Multinational Organisations, the International Labour Organi-
sation (ILO) Standards as well as the 10 UN Guiding Principles of the UN Global Compact. In this man-
ner, we refuse to engage in all exploitative labour conditions. Apart from our own dedication, we also

ask all business partners, employees, and other stakeholders to adhere to the following principles.

1. No exploitation of child labour

We at Kapten & Son have a zero tolerance to any form of child labour. All employees must be at least
15 years old or over the age required for completion of compulsory education in the country of opera-

tion, whichever is higher (ILO Convention 138). "There shall be no forms of slavery or practices similar to
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slavery, such as the sale and trafficking of children, debt bondage and serfdom and forced or compul-
sory labour. [...] Children [between the age of 15-18] shall not perform work which, by its nature or the
circumstances in which it is carried out, is likely to harm their health, safety, or morals" (ILO Convention

182). All labour practices of Kapten & Son are to be aligned to the aforementioned ILO Conventions.

2. Employment is freely chosen

There shall be no use of forced labour, including indentured, slave, bonded or prison labour (ILO Con-
ventions 29 and 105). Acts of human trafficking are forbidden, and all stakeholders are obliged to re-
spect the right of their employees to leave the employer after adequate notice. All labour practices of

Kapten & Son are to be aligned with the aforementioned ILO Conventions.

3. No discrimination in employment

At Kapten & Son we are obliged to provide equal opportunity in all matters. Recruitment, wage policy,
admittance to training programs, employee promotion policy, policies of employment termination, retire-
ment, and any other aspect of the employment relationship shall be based on the principle of equal op-
portunities, regardless of race, colour, sex, religion, nationality, social origin, deficiencies, or handicaps.
Furthermore, all employees shall be treated with respect and no physical, sexual, psychological, or ver-

bal abuse as well as no embarrassing acts shall be exerted as disciplinary measures.

At Kapten & Son, diversity and inclusion are of utmost importance in our company. Along with our inter-

nal diversity team, we are continuously reshaping and rethinking current and future business practices.

4. Freedom of association and the right to collective bar-

gaining

At Kapten & Son we acknowledge our employees’ freedom of association and the right to collective bar-

gaining. The right of all employees to form and join trade unions and bargain collectively is recognised
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(ILO Conventions 87 and 98). All suppliers shall facilitate independent and free association and bargain-
ing of all workers in accordance with the national law. Employees' representatives shall not be the sub-
ject of discrimination and shall have access to all workplaces necessary to carry out their representation

functions (ILO Convention 135 and Recommendation 143).

We understand that freedom of association is an enabling right, which gives workers the possibility to
speak up and discuss other human rights violations. We therefore work towards giving freedom of asso-
ciation a more important role in our sourcing strategy and consequently in the selection of future produc-

tion locations.

We require our current suppliers to grant their employees adequate access to grievance mechanisms. In
order to demonstrate our own responsibility in this matter, we will start mapping the social dialogue in

our production countries and at the supplier level as well as provide support, wherever possible.

We also want to provide grievance procedures for our own employees, which ideally resolves arising
failings and complaints and ensures respectful communication between employees and management at

Kapten & Son.

Itis our goal to involve, inform and include all our employees into relevant business processes. In doing
so, we are committed to finding the right balance between economic interests and the interests of Kap-
ten & Son’s employees. The conduct and level of communication towards and among employees is
characterised by respect and fairness and sets out in an internal Code of Conduct. In the occurrence of a
conflict, our goal remains to provide a constructive and respectful cooperation between the parties in-

volved.

5. Payment of a living wage

At Kapten & Son, wages and benefits paid for a standard working week shall meet at least legal or in-
dustry minimum standards and always be sufficient to meet basic needs of employees and their families
as well as provide some discretionary income (ILO Conventions 26 and 131). Deductions from wages for
disciplinary measures shall not be permitted, nor shall any deductions from wages not provided for by
national law be permitted. Deductions shall never constitute an amount that will lead the employee to

receive less than the minimum wage. Employees shall be adequately and clearly informed about the
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specifications of their wages including wage rates and pay period. Moreover, wages as well as any other

allowances or benefits shall be paid timely and in the preferred manner of the employee.

With our commitment to the Code of Labour Practices and the ILO conventions, we recognise the shared
responsibility of also attaining fair payment terms on the supplier’s side. Consequently, we have set our-
selves the goal to work towards gaining a clear understanding of the labour cost component of our pur-

chasing prices.

6. No excessive working hours

Hours of work shall comply with applicable laws and industry standards. In any event, workers shall not
on a regular basis be required to work more than 48 hours per week. All stakeholders are demanded to
allow employees at least 24 consecutive hours of rest in every seven-day period. All overtime work
shall be consensual.

Overtime shall be voluntary, shall not exceed 12 hours per week, shall not be demanded on a regular

basis and shall always be compensated at a premium rate (ILO Convention 1).

At Kapten & Son we respect national legal requirements of working times and make sure that our em-
ployees comply with work breaks, resting times and frequent paid vacation leave.

As for our business partners, we make sure that planning and forecasting of production are timed realis-
tically and allow appropriate working hours for employees in our partner factories. In the event of un-
foreseen changes, we work together with our business partners on solutions in a way that appropriate

working hours can still be guaranteed.

7. Safe and healthy working conditions

Employee safety is one of our top priorities. Therefore, we and our business partners commit to provid-
ing a safe and healthy work environment, according not less than the applicable law, to prevent acci-
dents and injuries to health arising from or linked with the performed work. Best occupational health and
safety practice shall be promoted, bearing in mind the prevailing knowledge of the industry and of any

specific hazards. Appropriate attention shall be paid to occupational hazards specific to this branch of
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the industry and assure that a safe and hygienic work environment is provided. Effective regulations
shall be implemented to prevent accidents and minimise health risks as much as possible (ILO Conven-
tion 155). Physical abuse, threats of physical abuse, unusual punishments or discipline, sexual and other

harassment, and intimidation by the employer is strictly prohibited.

8. Legally binding employment relationship

There must be a legally binding employment contract. Every worker should get a written contract and
all legal social security charges should be paid as stated in the contract. Obligations to employees under
labour or social security laws and regulations arising from the regular employment relationship shall not
be avoided using labour-only contracting arrangements or through apprenticeship schemes where there
is no real intent to impart skills or provide regular employment. Younger workers shall be given the op-

portunity to participate in education and training programs.

To make sure that all business partners of Kapten & Son respect and adhere to a legally binding em-
ployment relationship, agreements with business partners and suppliers will require that all workers

receive written contracts as set out above.

Environmental standards

To mitigate environmental damage, we have set out the following principles, that we wish to respect
and incorporate in all our business practices. While we already try to use sustainable and recycled ma-
terials for our production, whenever possible, we know that there is still a lot of room for improvement in
terms of sustainability in our supply chain as well as in our product development. Consequently, these
principles shall be seen as a first step towards more sustainable business practices, but they will be ex-
panded and refined in the future, as our understanding regarding the best sustainability practices devel-

ops.
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1. EU Reach Standard compliance

We are complying with the European legislation and regulations of chemicals in terms of product mate-
rials set out in the EU Reach Standard. To ensure that no chemicals or other substances are used in the
manufacturing of our products, all our business partners have been made aware and signed the respec-

tive Restricted Substances List.

2. Decent waste management

We want to commit to a decent waste management in our supply chain. Therefore, we currently monitor
the waste management at our business partners’ factories and want to work together on solutions to
improve waste management. All different kinds of waste (solid, hazardous, domestic wastewater and
gas) shall be controlled and managed accordingly. Moreover, recyclable and non-recyclable waste is to

be disposed of separately.

As for Kapten & Son products and packaging, we work on and follow the principle of reducing materials
to additionally reduce accruing waste. Moreover, we also want to reduce the number of used materials

in our products and packaging to simplify waste disposal for our customers.

3. Decent air emissions

Additionally, to decent waste management, we also want to commit to reducing air emissions. Along
with our waste management, we also monitor air emissions at the factories of our business partners
and want to work on solutions to reduce air emissions. We ask our business partners to classify, rou-
tinely monitor and treat general emissions from operating procedure (air and noise emissions) and
greenhouse gas emissions as needed before they are released. Moreover, it is also the business part-

ners responsibility to monitor their emissions treatment systems.
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4. Animal welfare

No living creature should be harmed or slaughtered solely for the purpose of fashion, which is why we
have set ourselves the goal to offer a completely vegan product portfolio by the end of 2023. While,
since August 2022, our production does not use any animal materials, we will sell off stocks from

watches and watch straps with leather components until the end of 2023.

Governing standards

As we grow as a brand internally and expand our business operations in other markets, we want to pro-
fessionalise our governance approach and set out policies in terms of privacy, anti-corruption, and fair

competition, in which our employees and other stakeholders adhere to.

1. Privacy

At Kapten & Son we respect data privacy as a personal right. Personal data is only used and processed to
the extent that is permitted by laws (GDPR), regulations and those affected. Our privacy statement,
which can be found on our website, forms the basis of a responsible, legally compliant and ethic use of
all data and information. Therefore, all employees and other stakeholders are obliged to care for confi-
dential and proprietary information of others as well as personal information from illegal access, destruc-
tion, use, modification, and disclosure. Appropriate physical and electronic security shall always be incor-

porated. Only a limited number of authorised employees shall have access to personal data.

2. Anti-Corruption

We take a zero-tolerance approach to bribery and corruption and are dedicated to acting fairly and with
integrity in all our business dealings and operations. Participating in or benefitting from any kind of cor-
ruption, extortion or bribery shall be avoided by all our employees and business partners. Gaining any

improper business advantage by offering, promising, giving or authorising anything of specific value to
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any person or business partner in any country is, therefore, also prohibited. Soliciting, receiving, or ac-
cepting any form of bribe from another person shall always be prevented by all our employees and busi-

ness partners.

5. Fair Competition

Norms of fair business practices, fair advertising and fair competition are to be observed. Beyond this,
the relevant antitrust laws, which particularly prohibit agreements and other activities to influence
prices or conditions, are to be applied. These rules further prohibit agreements between business part-
ners or other stakeholders, that are intended to limit customers’ freedom to autonomously determine

the prices and conditions for their resale of goods.

6. Subcontracting

Kapten & Son is committed to terminate any form of subcontracting without prior information. All sub-
contractors of our supply chain partners must be approved prior to outsourcing full orders or specific
production steps. This obligation will be incorporated into contracts between Kapten & Son and its sup-
pliers. Moreover, direct suppliers will be required to continuously monitor approved subcontractors for
social and environmental responsibility using standards that meet or exceed our social and environ-

mental standards. The supplier is obliged to extend any agreements with subcontractors accordingly.

7. Traceability and Monitoring

Transparency and traceability will play a key role in supply chain management and business operations
in the upcoming years. Therefore, we require our employees and business partners to work towards

high traceability and transparency through the whole supply chain.

To guarantee compliance of our principles on human rights and ethical labour practices, we reserve the
right to assess labour conditions at our business partner’s factories in the form of announced and unan-

nounced audits with third party auditors. If the assessment shows, that the Suppliers Code of Conduct
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is breached, we and the business partner will engage in defining a Corrective Action Plan and improv-

ing conditions in a sufficient amount of time.

We also commit ourselves to higher transparency and traceability towards our customers, which is why

we are going to publish annual Social Reports and more extensive Impact Reports on a biannual basis.

Liability and Observance

This RBC policy statement was jointly approved by management, the HR and CSR department. It is ap-
plicable for all employees of Kapten & Son, and is expected to be upheld by every employee in all busi-
ness practices. In case of requests, suggestions, or individual concerns, we encourage you to contact the

HR department.

We require our direct business partners to uphold our standards on human rights, the environment, and
governance as well and to convey them to their employees and business partners. We will support our
business partners in implementing the requirements through cooperation, training, and resources, wher-
ever possible. If we witness any code violations on business partner’s side, they will be contacted to dis-
cuss Corrective Action Plans. In case of severe violations, such as a business partner’s involvement in
child labour, forced labour, physical abuse or corruption, corrective actions will be put in place immedi-

ately as well as possible remediation actions.

If severe and repeated code violations as well as refusal to commit to Corrective Action Plans are wit-

nessed, Kapten & Son has the right to terminate the business or employment relationship immediately.

Johannes Theobald, CEO
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