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Our Sustainability Hotspots

As a partner to the retail industry, Hermes conducts its business balancing
many expectations. The chart below highlights particular challenges along

the retail supply chain.
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About this Report

With this, our second, Sustainability Report we aim to update our stakeholders on projects and progress made in
respect of our economic, ecological and social responsibility. And in 2015, we are doing this for all Hermes Group
business units along the retail supply chain.

The current reports depicts just how we
implement and maintain our corporate
responsibility in our business processes both
as an employer and as part of our social
commitment. The content we have chosen
reflects the principle of materiality and the
interests of our key stakeholders — our cus-
tomers, our clients, contracting partners
and employees. The themes and section
structure correspond to the four strategic
areas of action promulgated by Hermes in
the field of sustainability: Management &
Dialogue, Service & Clients, Climate & Envi-
ronment and Work & Life.

GRI reporting

In order to facilitate comparability, our
second Sustainability Report has also been
compiled in line with the internationally rec-
ognised guidelines of the Global Reporting
Initiative (GRI-G3.0). In the course of this,
we are continually building on the transpar-
ency of our reporting. And the results speak
for themselves: in this year’s report we
immediately satisfy the second highest GRI
application level (level B). On top of this, we
also report on selected indicators specific to
the logistics and transport sector (GRI pilot
version 1.0) for the first time.

Integration of new business units

Unless stated otherwise, key data refers to

the following Hermes companies:

e Hermes Europe GmbH (HE)

e Hermes Transport Logistics GmbH (HTL)

e Hermes Fulfilment GmbH (HF)

e Hermes Logistik Gruppe Deutschland
GmbH (HLGD)

e Hermes Einrichtungs Service GmbH & Co.

KG (HES)
e Hermes Ltd. UK (HUK)

In addition, we have also integrated Hermes-
OTTO International (H-OI) which provides
worldwide sourcing services for us in the
report for the first time. Our current Sustain-
ability Report for 2015 therefore reports on

all four business areas of the Hermes Group:
Sourcing & Product, Transport Logistics, Full-

Service E-Commerce and Distribution. All
told, the companies included in this report
achieved a 96.4% share of Group revenues.

Data collection and reporting period
The reporting period covers the 2013 and
2014 financial years —in total from 1 March
2013 to 28 February 2015. Since 2013, the
key data required for the report have been
largely captured on the basis of the calen-

dar year. Exceptions to this have been iden-
tified. This has resulted in a trunk year for
2013, which has to be taken into account
when interpreting the figures. The report is
based on qualitative data gathered by our
specialist departments and the sustainabil-
ity coordinators, and key data from the Otto
Group'’s corporate responsibility database.

Editorial note

For the sake of readability, this report omits
gender-based dual entries and uses the
masculine form. In those cases, however,
both women and men are intended.

The Hermes Sustainability Report 2015 is
available in both German and English. It has
been published in printed form, and online
as both a PDF file and as an e-book at www.
hermesworld.com. Editorial deadline for the
current report was April 2015. In principle,
we report on our progress in sustainability in
two-year cycles. The previous Hermes Sus-
tainability Report was published in summer
2013; the next report is planned for release
in summer 2017.
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Dear Reader,

ompanies have to accept responsi-
C bility. In societies characterised by a

division of labour, corporate success
is not measured solely in terms of maximis-
ing profit: enterprises also exist to serve
people. In the bigger picture, this means
that companies are required more than ever
before to contribute to a society’s well-be-
ing and its advancement.

This belief has been a constituent compo-
nent of Hermes corporate strategy for years
now and is expressed succinctly in the title
of this second Sustainability Report: Net-
worked Action — a formulation that is the
maxim of all our work. Each and every day,
worldwide. With its twelve specialised com-
panies, Hermes is currently the only service
provider worldwide capable of offering its
clients all the relevant services along the
global retail supply chain from under one
roof. This provides significant value-added
because only those products and services
that promote greater efficiency in trade are
sustainable in line with our definition — and
contribute to corporate success in the long
term. This applies just as much to us as it
does to our clients. Well-positioned in this
way, Hermes generates transparency and
reliability. And in the light of increasingly
complex supply chains and with an eye on
the future, these factors are becoming ever
more important.

This is what makes our report credible for
our stakeholders, particularly as we can con-
stantly complement the image the public
has of us — through this report or through
other communication channels we maintain
and can draw on new perspectives. Both
Hermes UK, our rapidly growing parcel divi-
sion in Britain, and Hermes-OTTO Interna-
tional have made key contributions to this in
recent months. The latter has partnered
many retailing clients over the last 50 years
and more, developing bespoke sourcing
strategies in crucial markets in Asia and

Europe. This remarkable history has only
been possible because the company has
faced up to its responsibility for people and
the planet as well as pursuing its economic

goals and developing its specialist expertise.

It has managed to do this in a highly sensi-
tive market that is strongly characterised by
cost pressures and growing competition.
We are highly delighted to be able to pres-
ent this current report, a continuation and
development of the sustainability reporting
we initiated in 2013.

As a wholly-owned subsidiary of the Otto
Group, Hermes has traditionally been an
integral component of the sustainability
efforts of our parent company — and, as
part of the services division, has made
major contributions in this regard. With
its CR Strategy 2020, targeting reductions
in ecological and social effects along the
supply chain, the Otto Group has deeply

anchored the principles of sustainable busi-

ness in its organisation and in all related
business processes. The mission of the

Group’s ‘Power of Responsibility’, formu-
lated in 2012, places focus on people as our
company’s most important resource. We are
fully aware that in global trade, we are
already in competition today for the talent
of tomorrow. This is why we are positioning
ourselves as a corporate group that is sus-
tainable, for example by publicly emphasis-
ing our plans to become better —as an
employer, a service provider and as partner.
You can see just how far we have come in
this our current Sustainability Report.

We hope you enjoy reading our report and

would be delighted to have your continued
support along our journey.

Mouw/c;

Hanjo Schneider

About this Report | Foreword from the Chairman of the Supervisory Board 3



Everything to Promote Trade

The Hermes Group is a worldwide leading provider of supply chain management
services and offers its clients all the relevant services along the whole retail
supply chain. It can draw on around 50 years’ experience.

A wholly-owned subsidiary of the Otto
Group, Hermes was founded in 1972 as the
mail-order company'’s in-house home deliv-
ery service. Today, the enterprise has become
a specialist for the whole band of retail-
related services and partners numerous dis-
tance sellers, multichannel retailers and
online traders both in its native Germany and
abroad. The array of services provided by
the twelve companies operating under the
Hermes brand range from sourcing and
quality assurance through to transport
logistics, fulfilment and the delivery of par-
cels to the customer’s doorstep. Hermes is
still the only company worldwide capable of

offering its clients such a complete package.

22 countries:

operations of 12 Hermes
companies continue
to expand.

On course for growth

In 2014, the Hermes Group secured its elev-
enth year of continued growth, achieving
total revenues of 2.23 billion euros (2013:
2.083 billion euros). The number of employ-
ees also continued to grow, rising to 12,470
(2013: 11,814). Hermes is currently active in
22 countries, and operates its own compa-
nies in the UK, Russia, Italy and Austria. To
meet our clients’ rising demands, we are

continually building on our worldwide oper-
ations — such as through our global trans-
port network or by expanding our European
parcel logistics, which we operate in conjunc-
tion with renowned partners.

Germany remains the biggest market in

the Hermes portfolio. In view of the contin-
uing boom in e-commerce, Hermes is cur-
rently modernising the infrastructure of its
German parcel division to make it fit for the
future. By 2018 we will have invested around
300 million euros, creating a network of

35 high-performance logistics centres best
positioned to meet stringent traffic require-
ments. Hermes is also looking to strengthen
its relations to smaller and medium-sized
enterprises. As part of this realignment, the
two logistics units within the Hermes Group,
line haul (Hermes Transport Logistics) and
final mile (Hermes Logistik Gruppe Deutsch-
land) will be fused.

At home in Hamburg

Group headquarters is located in Hamburg.
One of the companies at home there is the
umbrella organisation, Hermes Europe (HE),
that coordinates all inter-company pro-
cesses. The twelve Hermes companies are
each managed by their own management
team. Since November 2014, HE also has a
Supervisory Board. Its chairman is Hanjo
Schneider who is also a member of the Exec-
utive Board of the Otto Group where he is
responsible for the Services segment.

Reporting companies at a glance

The aim behind our second Sustainability

Report is to provide our stakeholders with
transparent insights into the economic,

ecological and social performance of the
Hermes Group. The unit Sourcing & Prod-

ucts is represented for the first time in the
report with the inclusion of Hermes-OTTO
International. This now enables us to illus-

trate our corporate responsibility along
the whole retail supply chain.

Hermes continues to grow,
achieving revenue of

2.23 billion

euros in 2014.

Umbrella Organisation
Hermes Europe GmbH (HE)

As the umbrella organisation, Hamburg-based Hermes Europe
manages the collaboration between Hermes companies world-
wide. HE houses many central functions, such as IT, HR and
Corporate Communications. Changing the name of the com-
pany from Hermes Logistik Gruppe to Hermes Europe in 2009
was a key step towards further internationalisation. Since 2014,
Hermes has been operating the largest network for parcel
deliveries to private customers in Europe. The Hermes ParcelShop
network covers 28 countries in Europe, providing the highest
standards of service to business clients as well as private cus-
tomers. HE has around 200 employees.

Sourcing & Product

Hermes-OTTO International (H-OI)

A global sourcing organisation, H-OI can look back on nearly

50 years’ experience of procurement from markets around the
world. H-OI primarily sources clothing, lingerie and shoes as well
as products from the ‘home living’ sector, cooperating with a
worldwide network of suppliers. Around 1,500 staff in 23 offices
located in key sourcing markets look after the needs of the
company'’s steadily growing client base in Europe, North Amer-
ica and Asia. The company’s head office is in Hong Kong.
Founded by H-OI in spring 2015, the independent company
Astra Supply Chain Services Ltd., provides additional social

and quality audits, quality controls and IT-based supply chain
solutions.

Transport Logistics

Hermes Transport Logistics GmbH (HTL)

HTL transports goods from some 30 countries for clients from
around the world — on water, on the ground, by rail or in the air.
HTL provides its clients with customised logistics solutions
enabling them to manage their worldwide supply chains by
drawing on the most efficient combination of carriers. In terms
of intercontinental transport, HTL's business focuses on import-
ing from and exporting to the Far East with more than 45,000
transports per year. Besides its Hamburg head office, the com-
pany maintains eight additional offices, and employs more than
250 staff.
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Full-Service E-Commerce
Hermes Fulfilment GmbH (HF)

To facilitate e-commerce, HF provides all the services along

the flow of goods: from webshop development, financial and
customer services through to warehousing and returns process-
ing. With over 3,600 employees in four of its own logistics cent-
res in Germany and direct access to other international
logistics sites, HF moves around 300 million items each year.

Distribution

Hermes Logistik Gruppe Deutschland GmbH (HLGD)
Hamburg-based HLGD is Germany’s largest, independent parcel
delivery service to private customers. Each day, deliveries are
made to up to 1.5 million private households. In addition, the
logistics company maintains 14,000 ParcelShops in Germany —
the largest national parcel shop network targeting private
customers in Europe. HLGD logistics infrastructure comprises six
hubs and 57 depots. The company employs over 3,600 staff
and generates work for 10,500 employees at contracted delivery
partners.

Hermes Einrichtungs Service GmbH & Co. KG (HES)

HES has specialised in the delivery, assembly, repair, installation
and returns management of bulky items such as furniture and
larger household appliances — the so-called 2-man handling.
HES was founded in 2004 as a joint venture between HLGD and
the Lohne-based Sdnger group of companies. Today, it delivers
to around 4 million customers in Germany, Austria, Switzerland
and the Netherlands from its 43 German and five international
depots. The company’s headquarters are located in Léhne
where 260 people are employed.

Hermes UK Ltd. UK (HUK)
Formed from the rebranding of Parcelnet Ltd., HUK has been
part of the Hermes Group since 2009. Today, HUK maintains the
largest private consumer delivery service in the UK. With more
than 10,000 lifestyle couriers and 4,500 ParcelShops, Hermes
handles more than 200 million parcels each year. All this is man-
aged from the company’s head office in Morley, Leeds, from its
27 depots and three hubs, and by its 2,300 employees.

Hermes: a portrait




Stefan Hinz
is responsible for data management across
the Hermes Group and is the first port of call
for all our companies in matters relating to
sustainability. In February 2015, a workshop
for all CR decision-makers and concerned
parties took place in Hamburg and served
as a launching pad for the development of
a groupwide strategy on sustainability.

Hermes Sustainability Report 2015
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A Strategic Approach to
Management & Dialogue

As before, e-commerce is the prime driver of growth in global retail — 2014 saw record revenues being achieved
again in this segment. This is a dynamic development that offers us a myriad of opportunities. But because the role
and responsibilities of logistics is becoming more diverse and is characterised by increasing international competition
it also gives rise to a number of challenges. At the same time the stipulations for the logistics industry have become
tighter and our customers and clients are expecting increasingly more complex services with an eye for quality —
and sustainability. Given this demanding market environment, our highly motivated employees are our greatest
asset and we are looking to create the best possible working conditions for them. This applies as much for employ-
ees engaged at our contracting parties as it does for our own employees. Because corporate responsibility at Her-
mes does not end at the company gates, we also have to ensure that our suppliers and partners work with

us on sustainability.

Preparing the ground, we manage sustainability in a holistic manner, setting ourselves ambitious targets and
defining clear standards and processes. However, we can only continue to develop in the long term if our clients,
employees and partners accompany us along the path we have laid and when we include them in such events as
the Hermes Sustainability Weeks or in the Hermes Future Forum. Only by engaging our stakeholders in dialogue
in this way can we learn about their expectations and take these into account in future action.

The CR workshop discussed the future alignment Besides Frank Rausch, CEO of HLGD and HTL, and Supervisory Board member
and strategic development of sustainability at Sabine Christiansen, CR decision-makers from strategy, sustainability and

Hermes. communication sat together around the table.

Management & Dialogue 7



Managing Sustainability Holistically

Our Sustainability Programme

Action field Aim

For Hermes, sustainability is not a passing trend: it is the foundation for long-term
successful business. We set ourselves clear goals, enabling us to grow by
harmonising economics, ecology and social matters — and to report on them.

Hermes has a tradition combining economic
progress with ecological and social goals.
Back in 1986 we strategically anchored the
issue of sustainability — in particular environ-
mental protection — in our corporate goals.
In other words, we have been looking to
conserve resources and continually reduce
our carbon footprint. Every day, our employ-
ees help in a variety of ways to anchor and
foster sustainability activities in the com-
pany. In return, we aim to offer them attrac-
tive working conditions throughout our
organisation. At the same time, we also
help clients achieve their own sustainability
goals, supporting them in an advisory
capacity. Through responsible management
and a steady commitment to people and
the planet we are aiming to secure the trust
and acceptance of all our stakeholders.
Given this, we have defined four areas of
action for our sustainability activities: Man-
agement & Dialogue, Service & Clients,
Climate & Environment and Work & Life.

All together they form a holistic approach
to sustainability (see the chart on page 1)
which we pursue by setting specific targets
(see page 9).

Networked management of
sustainability

Given the broad base of our business, the
challenges the Hermes Group has to face in
the field of sustainability are highly diverse.
In order to achieve the goals we have set
ourselves, Hermes companies have each
appointed their own CR coordinators who
are not only responsible for the topic of sus-
tainability in their business units, but who
also promote it. Together they form the Cor-
porate Responsibility (CR) Network which
convenes several times per year to exchange

ideas and coordinate cross-company projects.

All the strands from around the Group
converge at our sustainability officer whose
job itis to coordinate data management
and act as the interface to CR management
at the Otto Group. The Corporate Commu-
nications division at Hermes Europe (HE) is
then responsible for internal and external
communication of sustainability issues. At
executive level, the topic is in the hands of
Frank Rausch, CEO of Hermes Logistik
Gruppe Deutschland (HLGD) and Hermes
Transport Logistics (HTL). A member of the
Executive Board is also on the Otto Group’s

Sustainable Supply Chain Management
Board. The Hermes Group’s sustainability
performance is also monitored in the
Group’s Supervisory Board, set up in 2014,
with TV moderator and producer Sabine
Christiansen holding responsibility.

Dialogue on an equal footing

For us, networked action means maintain-
ing dialogue with all our stakeholders on an
equal footing. Only by being in direct con-
tact with them can we begin to understand
what is expected of us and where we have
to channel our energies. Our key stakehold-
ers at Hermes are our employees, custom-
ers, clients and contracting partners. But we
are also in constant exchange with business
associations, competitors, NGOs, the media,
the critical public, academia, local govern-
ment, politics and regional authorities. As
part of this, we use a variety of channels,
from employee and customer surveys and
events through to our PR work, which
includes client and employee magazines,
and a newsroom with a special focus on sus-
tainability. We are also looking to promote
interactive networking with our stakeholders
by using a variety of social media — includ-
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Sustainability management extended at HF

In addtion to the Hermes head office, Hermes Fulfilment (HF) also set
up its own Corporate Responsibility Board in 2014. The main task of
the committee is to implement groupwide sustainability goals for the
company and to adopt sustainability projects specific to the fulfilment
business. The first objectives for the Board have already been met:

a sustainability audit and mission have been developed for HF and
specific programmes pinpointed.

~

Management
& Dialogue

Service &
Clients

Climate &
Environment

Work & Life

Date Status quo

Elaborate a groupwide strategy for sustainability 2016 A task force has been set up to develop the strategy

Conduct a materiality analysis, including a survey of 2016 Planning and start for HLGD and HTL in current financial

stakeholders year 2015; other business units to follow

Continually expand the scope of the Ongoing Full integration of the largest Hermes companies (HE, HLGD,

Sustainability Report HTL, HES, HF, HUK) and the integration of H-OI with regards
to qualitative information

Successively increase the rate of first-visit Ongoing Currently, 96.3% of parcels reach customers at the first visit

deliveries to customers

Continually expand the Hermes ParcelShop network  Ongoing The Hermes ParcelShop network grew by 44% in the period
under review. Status: 36,000 pick-up/drop-off points in Europe

Generate CO, compensation offers to clients 2015 Pilot project based on CO, compensation in 2-man handling
(HES) launched

Record all pollutants and emissions generated 2020 100% allocation of transport-related CO, emissions as a

during transport for Hermes clients standard service for clients

Cut CO, emissions at all German sites by 50% (base 2020 Cuts in CO, emissions at all German sites of 9%

year 2006)

Cut CO, emissions in German parcel distribution by 2020 Cuts in CO, emissions in German parcel distribution 19%

30% (base year 2006)

Certified environmental management system in line 2016 94% of German sites and 55% of UK sites have already been

with ISO 14001 at all sites in Germany and UK certified in line with ISO 14001

Comply with exhaust emission standard Euro 6 2020 19% of the Group’s own fleet of trucks meet

across the whole Hermes fleet Euro 6 standards

Continue to expand the deployment of Ongoing Involvement in various pilot projects, such as in electro-

alternative drives mobility; 100% electric-driven deliveries in London through
transport partner

To have 30% of management positions in service 2020 18% of management positions in service and administration

and administration held by women (HLGD, HTL units are already held by women

and HE)

Successively expand the certification of working Ongoing Continually integrating new contacting partners in the

standards at contracting partners across all Hermes certification process, SGS-TUV Saar have been certifying

companies HES depots since 2014

Set up a groupwide Corporate Volunteering 2017 Making employees aware of social commitment as part of

Programme

the Sustainability Weeks, individual Corporate Volunteering
Programmes running in companies

Management & Dialogue
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ing our Twitter channels and our Hermes
blog. Our various memberships in associa-
tions, initiatives and projects open up other
options for cooperative dialogue for us. At
present, the key cooperations and member-
ships comprise:

e Bundesverband Logistik
(Federal Association for Logistics),
since 2009
e Bundesverband Paket und Expresslogistik
eV. (German Association for Parcel and
Express Logistics), since 1993
e (Clean Cargo Working Group, since 2015
e Das Demographie Netzwerk e.V.
(The Demographic Network), since 2013
e Logistik-Initiative Hamburg, since 2006
e Maritime LNG Plattform e.V., since 2014
e Naturschutzbund Deutschland eV,
(German Nature and Biodiversity
Conservation Union), since 2010
e Partnerschaft fir Luftgite und schad-
stoffarme Mobilitdt (Partnership for Air
Quality and Clean Mobility), since 2012
o Schaufensterprojekt zur Elektromobilitat
Berlin-Brandenburg (Electromobility
Showcase), since 2013
o Umwelt-Allianz Sachsen-Anhalt
(Environmental Alliance Saxony-Anhalt),
since 2009
e UmweltPartnerschaft Hamburg
(Environmental Partnership), since 2003
o Wasserstoff-Gesellschaft Hamburg
(Hydrogen Society of Hamburg),
since 1996

Inspiring ideas

Only by generating innovative ideas and
having the courage to implement them can
Hermes expect to prosper on its markets in
the long term. At the inaugural Innovation
Camp which took place in autumn 2013,
involving representatives from all Group
companies, we gave free rein to the creative

Analysing and managing risks

As an international provider of supply chain
services, we are confronted daily with the
dynamics arising from macroeconomic and
industry issues as well as those arising from
within individual companies. This calls upon
us to identify potential risks at an early
stage — only then can we manage them

‘By building s distvibution centyve, Hevwes Fulfiment has
CONSidLYably ennancLd the status of the fown of Haldensleloen.
The inavguvation in 1444 was the inifial spavl fov furthey

INLSTWUNT ALCISIONS. 1N e course of the xpansion progravime

launched in 2015, Hevwes Tulfilvent has genevatzd additional

10bs, building on its veputation as the biggest emeploveyr

in the vegion.

Norbert Eichler, Mayor of Haldensleben (1996-2015)

potential of our employees. Together,
delegates attending the Camp developed
forward-looking ideas — from deploying new
services for shipping parcels and innovative
ways to generate customer loyalty through
to optimising processes throughout the
organisation. This one-day workshop is just
one example of how Hermes is promoting
innovation. Since 2012, HTL has been regu-
larly inviting its staff to submit ideas on how
the company can become better and more
sustainable.

responsibly. Therefore, as part of our system
of risk management, all of our companies
are required to update their inventory of
risks. This requires them to identify risks
classed under the heading ‘Environmental
and Social Responsibility” and to develop
countermeasures. This also includes corrup-
tion risks. Our Code of Conduct clearly stipu-
lates that any form of bribery and corrup-
tion will not be tolerated. The whistle-blower
system we have implemented allows anyone
to report any alleged misdemeanours. It is
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Contemplating the future together

In November 2014, Hermes Europe hosted the Hermes Future Forum in
Hamburg for the third time — a series of conferences for clients and partners in
retailing, involving renowned celebrities from business, society and politics.
Asin 2010 and 2012, it highlighted contemporary economic developments
from a variety of perspectives. Under its banner headline ‘The Future of
Innovation — Strategies for Competitiveness and Market Power’, guests such as
Frederik Willem de Klerk (former President of South Africa and Nobel Prize laure-
ate) and Sir Christopher Pissarides (economic scientist and Nobel Prize laureate)
discussed the conditions required for successful and sustainable innovation in
retail and trade. The event was once again moderated by Sabine Christiansen.

then the task of the Internal Auditing
department to assess and investigate these
cases. In the two years under review, only
one single case of suspected corruption
was reported. However, investigations could
not uphold the suspicion. All new staff in
specific ‘risk’ areas were given online train-
ing in corruption prevention.

Compliance with legislation and
regulations

The Otto Group’s own Code of Conduct for
non-merchandise and services is binding for
all Hermes companies. These key guidelines
demand compliance with respective national
laws and internationally-recognised labour
standards based on standards promulgated
by the International Labour Organisation
(ILO) and the United Nations. In addition,
HLGD has drafted the principles of its lead-
ership in its own Code of Conduct. This
applies to its own employees as well as to
those employed at it contracting partners.
In 2014, this Code of Conduct was also
adopted by Hermes Einrichtungs Service.
Should any employee suspect that stan-
dards are being infringed they can contact
the Social Compliance department at Her-
mes as well as an appointed independent
ombudsman.

Environmental and social standards

at partners

The Otto Group’s Code of Conduct for
non-merchandise and services also serves
as guidance for our management of con-
tractual partners and suppliers and is a firm
component of service agreements. As an
international sourcing organisation, Her-
mes-Otto International (H-OI) also applies
the Otto Group’s Code of Conduct for mer-
chandise. This is rooted in the globally rec-
ognised standards of the Business Social
Compliance Initiative (BSCI), which the Otto
Group supports in conjunction with several
worldwide enterprises to improve production
standards in sourcing markets since 2003.
This Code of Conduct is taken into account
in all supplier contracts negotiated by H-OI.
In parcel distribution and 2-man handling,
the Hermes Code of Conduct applies to all
business partners. As from 2015, this is now
signed by our suppliers as well as contract-
ing parties. Complementing the Otto Group’s
Code of Conduct, this regulates topics such
as employee protection, working conditions
and minimum wages (see page 32).

Monitoring compliance with standards
Hermes companies regularly assess compli-
ance with legal standards. H-OI documents
compliance with the Otto Group’s Code of
Conduct for merchandise in all markets and
constantly evaluates its suppliers broken
down into categories of sustainability, qual-
ity and performance. Each production site is

monitored for social and quality standards
before any contracts are awarded. Produc-
tion sites assessed in a positive light receive
an internal code which helps us ensure a
high degree of transparency in the ordering
process. When selecting potential suppliers,
both logistics and parcels segments too
make sure that these meet our environmen-
tal and process standards. Hermes Fulfil-
ment carries out an assessment of suppliers,
drawing on the services of an external
auditing company.

In transport logistics, Hermes targets long-
term collaboration with its partners — creat-
ing planning security for both parties. Since
2013, selected transport partners have been
regularly audited, which includes an assess-
ment of environmental and social stan-
dards. In 2012 we became the first com-
pany in the CEP sector to have its
contracting partners in parcel distribution
certified by an external inspection institute.
In collaboration with SGS-TUV Saar, we
have developed a certification system to
ensure high standards of both work and
security. It is a system we have continually
built on in conjunction with contracting
partners since then (see pages 32/33). In
addition, since 2014 all companies we coop-
erate with have been called upon to take
part in a half-yearly self-assessment.
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WE DO! 4YOU - Mobilising employees

In 2014, Hermes organised its second Sustainability Weeks, raising employee
awareness of sustainability issues in everyday life. Over a period of four weeks,
employees at the Hamburg head office were made more cognizant of economic
and social issues through a variety of campaigns — from bike inspections and new
electro-vehicles through to a market for volunteers. Measures were selected on the
basis of an online survey in which staff were encouraged to propose topics, ideas
and wishes. These Sustainability Weeks proved so popular — even at the second
time around — that the idea is to be expanded to other locations in future. To date,
the programme has already included an energy-saving and ideas competition
among Hermes depots throughout Germany.
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“An Investment in the Future”

The Hermes Group has its own Supervisory Board. Set up in November 2014, it binds sustainability even more
securely in the company and strengthens dialogue with key stakeholders. As part of the CR workshop, Frank Rausch
(Executive Board member with responsibility for sustainability at Hermes) and Sabine Christiansen (member of the
Hermes Supervisory Board) discussed the challenges Hermes has to face up to. The discussion was moderated by
Claudia Schanz, spokeswoman and the person responsible for CR communication at Hermes.

In 2015, Hermes publishes its second Sustainability Report.
What for you was the greatest progress made in the last two years?

F. Rausch: Generally speaking, 2013 and 2104 saw us grow signifi-
cantly on the market. This is the key prerequisite for new invest-
ment. With our ‘Always Better’ pledge, we have built on our service
portfolio and aim to improve customer contact even more. For us,
there is no question that this growth will go hand in hand with
greater social responsibility and we have therefore consolidated our
commitments. This is shown in measures we have undertaken in cli-
mate and environmental protection —in London, for example, par-
cels have been delivered using electro-vehicles since 2014 — as well
as in more social matters, where we have enlarged the certification
programme of working conditions at our contracting partners.

This is the sort of progress that the German consumer watchdog
Stiftung Warentest independently attested to Hermes in 2014,
when they praised our performance in both service as well as in
CSR. I think this is some achievement. But we're not resting on our
laurels. We know that there is still a lot of work to do.

S. Christiansen: Developments are just as pacey as they have been.
This applies to the retail trade as well as to logistics. Hermes has
made crucial investments in the right direction. At the same time
though, demands are growing on the company: speed and custom-
ised delivery options are one thing, but many customers are also
looking for sustainable solutions for transport and the environment.
The aim is to hand over 100% of deliveries at the first visit. Essentially,
it'’s all about efficiency — at the end of the day, we all profit from
that, even the environment.

What is also new is the Hermes Supervisory Board. Why was it
felt we needed it, and why now?

F. Rausch: It’s quite easy really, Given the growth we have achieved,
the company is now so big that he law requires us to have a Super-
visory Board — and that is completely acceptable for us. The Hermes
Supervisory Board is part of the umbrella organisation of the Hermes
Group and, with its equal representation, had its constituting meet-

ing in November last year. And after just a short period of time I
can already tell you that the Supervisory Board is doing a great job
for us, opening up new perspectives, expertise and discussion.

S. Christiansen: We might be very inconvenient sometimes (laughs),
but the diversity of members and our critical questions requires the
company to adopt a manner of thinking that is forward looking. We
have to picture many stakeholders: customers, employees, suppliers,
partners. Wherever we see challenges, it is our job to place our finger
on them and ask questions. At the same time, the Supervisory Board
also has to support key developments, such as the ongoing restruc-
turing in the logistics and parcel units in Germany. Our common
interest is to position the company so that it remains future-proof.

Ms Christiansen, you were appointed to the Hermes Supervisory
Board especially with the issue of sustainability in mind. What
are you going to be taking a particular look at?

S. Christiansen: I'll be taking a look at all aspects of sustainability.
Hermes has traditionally been well positioned on ‘green’ issues and
has developed quite positively. Since 1994, Hermes has been able
to cut carbon emission by a respectable 43% per parcel on the way
to the customer. We've not achieved that sort of success every-
where, but we're making progress. The media has been focussing on
improving working conditions in the parcel sector recently. Hermes
has responded both well and quickly to this and has undertaken a
lot to create transparency. The minimum wage is another major
challenge. But there are also issues such as women in management,
diversity as well as training and development.

Climate change, globalisation, demographic change — what are
the most urgent challenges facing Hermes?

F. Rausch: We are in a highly competitive market. Trade today is no
longer a national or European issue, it really is global. And this means
that today we are managing global supply chains which ensure that
every product is available everywhere and at any time. It is logistics
that guarantees that this can happen. We often forget this.

S. Christiansen: That’s right! And more importantly, nobody wants
to pay for it. There is a feeling that shipping should offer quality,
flexibility and returns for nothing — how is that ever going to work?
We also need to discuss the value and, thus, the price of logistics
services.

F. Rausch: On top of this is the demographic change; people are
getting older, moving more to towns and cities, there are more and
more single households. Neighbours are becoming more anonymous.
So we have to ask ourselves how we can adapt our services. Logis-
tics has to think one step ahead and generate real value added.

Even politics is becoming increasingly involved in the develop-
ment of sustainability issues. With success?

F. Rausch: Sure, politics has to provide the framework for things

to happen. Networking business, politics and research is key to sus-
tainability. Even the cities and the local councils have to do their
share, by making space available, or by opening bus lanes for elec-
tric delivery vehicles, for example. I think it is extremely important
to maintain dialogue and to push on innovation together.

From your perspective, why is Hermes an attractive company?

S. Christiansen: As an employer and training organisation, Hermes
has received multiple praise, it has a track record on innovation and
is a forward-thinking company. This increases the appeal of the employer
brand Hermes. And sustainability is increasingly important here.

F. Rausch: I can only underline that. In job interviews, one of the
first questions we are asked is what are you doing socially and what
are your values? These aspects have an impact both within and
outside the company. However, we are not awarding ourselves feel-
good factors. Our engagement is an integral part of our core busi-
ness and a clear investment in the future.

s
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Amanda Peng,

Assistant Compliance Manager at Hermes-
OTTO International, checks the quality,
social and environmental standards in
Chinese production sites Hermes draws its
good from together with her colleague,
Ben Wang.

Top-class Service
Implemented Sustainably

According to a recent study, roughly 80% of internet users in Germany regularly shop online.” And they are doing
this increasingly across borders. Today, e-commerce is a global reality 24 hours a day. This is due not least to legisla-
tion, such as the new EU consumer rights directive. In the course of this, logistics is developing into a key industry in
the digital age. Expectations are high: customers want logistics services to be speedy, reliable and flexible, and of
course available worldwide — and, best of all, should cost nothing. At the same time, retail customers are making
more conscious purchases and asking for specific information, such as about transport channels and fair working
conditions. We have to measure ourselves against such requirements which the market is demanding of us.

In our own interest, but also in those of our customers, we want to become better. In order to satisfy these demands
we are continually building on our services, making them more efficient. And we are actively involving our customers
and clients in this process: by expanding our mobile services or providing a carbon footprint, we are jointly contrib-
uting to greater transparency along the global supply chain. At the same time we are looking to contribute to a
public awareness of the role and position of logistics in retail and trade. Through dialogue and discussion we are
hoping to promote the development of sustainable logistics.

* German Federal Office of Statistics: Number of the week. destatis.de, 2.9.2014.

Our auditor, Amanda Peng, interviews an employee at a textile ~ Ms Peng also talks to the factory management on issues of
factory in the Jiangsu province (China) on working conditions employment protection and safety at work.

and processes.
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Transparent, Efficient, Sustainable

As a learning organisation, we are constantly on the look out for ways to develop.
And service is central to this concept: we are always keen to make our
integrated portfolio extending along global supply chains more efficient, creating
transparency and working ever closer with partners and customers. All of
which delivers a value added, both for our customers and the environment.

CO, monitoring for customers

If you are looking to improve your CO, bal-
ance, you need two things: transparency in
capturing CO, emissions and proven exper-
tise in implementing measures aimed at
improving the situation. As part of its WE DO!
initiative, Hermes provides its customers
with both. In addition, since 2011, we have
also been providing our customers with a
free statement of their individual CO, emis-
sions for goods transported by Hermes. This
statement is based on specific real data
such as the length of a delivery round and
the load, and is thus able to indicate CO,
emissions in a detailed manner per round or
shipment. In a monthly status report, the
Service Compass, our customers receive a
regular concise overview of the CO, emis-
sions resulting from their transport using
Hermes. Based on this report, we can pro-
vide sound advice to our customers on their
optimum transport mix, and jointly arrange
more efficient transport routes. In the future
we are planning to extend our CO, reporting
to include other pollutants such as soot par-
ticulates. Also, our aim is to offer our custom-

ers a chance to offset their CO, emissions
through their participation in climate pro-
tection projects or the purchasing of emis-
sions certificates. A first project of this type
was implemented by Hermes Einrichtungs
Service (HES) in cooperation with the ship-
per Kaiser + Kraft.

More service, less emissions

Each failed delivery attempt results in approx-
imately 400 g of CO,. Thus, the more we
avoid these unnecessary journeys, the more
we protect the environment and the more
we can increase customer satisfaction. Con-
sequently an increasing number of custom-
ers are looking to have customisable ship-
ping processes to ensure that their shipment
reaches them directly, whether at home, in
the workplace or even where they are on holi-
day. With the aim of permanently improv-
ing customer focus, Hermes instigated the
Always Better pledge in 2014. This entails new
services for parcel deliveries. First amongst
these is the Hermes App, which immediately
dispenses with the need for delivery notes
and facilitates paper-free parcel delivery.

To within hour
Hermes informs the
recipient when their

parcel will be
delivered.

Another example is ‘Hermes request delivery’.

This offers four new service modules, that link
our customers and their customers even
better:

e Request time band: Binding delivery
within a freely selectable 3-hour time
band

e Request delivery day: Binding delivery on
a freely selectable weekday

e Request package shop: Delivery to one
of over 14,000 Hermes ParcelShops in
Germany

COTTON

MADE IN

o AERICAS |
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Courier clothing produced under fair conditions
Since 2013 Hermes has been equipping its 10,500 couriers in Germany
with a uniform made from a textile mix that includes cotton grown
under highly stringent environmental and social conditions. The cotton
is sourced through the initiative “Cotton made in Africa (CmiA)”, which
helps African smallholders to improve their living conditions by their
own efforts. A training programme encourages them to learn how to
farm in an efficient and environmentally responsible manner. A life-
cycle-assessment revealed that the production of CmiA cotton results
in 40% less greenhouse gas emissions than with conventional cotton.
Therefore not only does the initiative contribute to fairer employment,
it also makes a considerable contribution to climate protection.

”

Mobile parcel services help our customers to integrate the sending of parcels into their everyday life.

e Request drop point: Delivery to a safe
drop location at the delivery address

The aim of our service offensive: To deliver
100% of our shipments at the first delivery
attempt. Everyone involved will profit from
this, both customers and recipients, our
organisation and of course the environ-
ment. Since autumn 2014, the parcel notifi-
cation service has been contributing to this
goal. Thanks to it, the customer discovers
the day before delivery, when, to within an
hour, their shipment will be delivered any-
where within Germany. The date and time
of an order can be seen in the online track-
ing service and are integrated in the Hermes
App. Hermes UK also has an attractive offer
for both customers and the environment,
delivering parcels on Sundays — a service it
has been providing since 2014.

It is much easier for customers to receive
their parcels on work-free days, and this in
turn saves unnecessary return visits.

The Hermes ParcelShop as an
alternative

Since 2000, the Hermes ParcelShop has
been combining customer proximity with
sustainable service. A reason why our net-
work has grown constantly over the years
and has established itself as the alternative
delivery address for distance selling. Today
with more than 36,000 pick-up/drop off
points in Europe, and more than 14,000 in
Germany, we maintain the largest national
network of collection points in private parcel
shipment.
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Mpoviant fov US 10 wWovk alongside
HLrvLS aS & SWipping SLyvick pYovidey
hat incovpovates sustainability as an
infLgval pavt of itS covpovatz philoso-
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Andreas Bartmann, CEO,
Globetrotter Ausriistung GmbH

As this type of parcel shipment focuses
individual delivery traffic at a central Parcel-
Shop, it is particularly environmentally-
friendly. In addition, delivery of parcels to
ParcelShops is particularly convenient for
customers because shops such as news-
agents, bakeries or petrol stations are highly
flexible, often staying open for long hours.
In large German cities, our customers are
generally less than 600 metres away from
the closest shop. The outcome is that Par-
celShops can be conveniently accessed by
cyclists and pedestrians alike. Thanks to our
carbon footprint calculations, we know that
ParcelShop deliveries result in up to 30% less
CO, being generated than results from deliv-
eries to the front door. Moreover, some of
our clients are encouraging their customers
to have deliveries sent to a Hermes Parcel-
Shop thus saving CO,,.
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The Hermes ParcelShop: the original amongst the parcel shops, an institution that is not only CO,-efficient,

but is also often a lively meeting point

Data security for our customers

Thanks to intelligent IT solutions, we can
offer our customers more transparency plus
the latest updates on their orders. These
digital platforms help us manage large
quantities of data on a day-to-day basis,
including personal customer data, which we
are bound to protect. And the results speak
for themselves: the positive finding is that in
the current reporting period, no infringe-
ments of the data protection law have been
reported nor have any cases been brought
to court.

Customer product standards

We have also set ourselves the target of
combining high service with social and envi-
ronmental responsibility outside Europe and
globally. Hermes-OTTO International (H-OI)
procures products from global markets. As
an international sourcing organisation, the
company has comprehensive knowledge in
the areas of quality, social and environmen-
tal standards, which is available to our cus-
tomers in the main procurement markets,
primarily in Asia. Alongside the usual quality
controls in the production facilities, H-OI
therefore also typically offers product final
acceptance in its own inspection centres.
These ensure expert goods inspection under
optimum conditions. The staff in these facil-

ities are supported by specially trained
management. Moreover the newly-founded
Astra Supply Chain Services Ltd. ensures,
thanks to its environmental and social audits,
that, as a minimum, nationally applicable
standards are complied with in production
facilities.

Feedback exchange with our customers
We find out about our customers’ require-
ments by means of regular surveys. Using
the “Customer contact monitor” we regu-
larly ask our parcel customers in Germany
about their willingness to recommend Hermes
to others. The results of the latest survey:
In financial year 2014, 68% of our
customers were happy to do so.

In addition we instigated studies on relevant
industry topics. In 2014 we asked 200 logis-
tics decision-makers from wholesale and
manufacturing industries about how rele-
vant green logistics was for their company.
Around 40% indicated that sustainability
was important or very important. Moreover
59% wanted their logistics service provider
to offer professional and comprehensive CO,
reduction solutions. These findings basically
confirm that sustainability has to remain a
central aspect of our service strategy.
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Safe2Go: reusable packaging for bulky items

To ensure that the returns of white goods are safer and
environmentally friendlier, Hermes Einrichtungs Service
has been using the patented packaging system Safe2Go
since the beginning of 2015 This can be used to pack
household appliances such as fridges and washing
machines ready for return, thereby effectively minimising
damage. When it comes to avoiding damage, the reus-
able packaging has clear advantages over the standard
use of bubble wrap, corrugated board and other dispos-
able materials — and is significantly environmentally

friendlier. A small service with a big impact!

~

Prize-winning service

Our service has also received multiple
awards from external, independent sources
during the reporting period. In 2014, the
largest service ranking survey of the daily
newspaper Die Welt and the consultants
ServiceValue selected Hermes as the best
German Parcel Service Provider for the third
time. The award of “Service Champion” was
based on the positive assessments of our
customers. Once again HES received top
marks from its customers: in 2014 the deliv-
ery of furniture and large appliances by Her-
mes was tested for the fourth time by TUV
Saarland and awarded the top marks.

59%

of decision-makers in
retailing call for logistics
service providers to offer

solutions to cut CO,,.
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Andreas Schroder, CEO of Vertbaudet Deutschland GmbH

Of the 1,700 customers surveyed, 96% said
they would recommend our 2-man handling
service without any reservation.

Best-in-class by Stiftung Warentest
Following on from 2004 and 2010 Hermes
was awarded best-in-class for the third time
in a row by the German consumer watchdog
Stiftung Warentest. In the parcel service
test (Issue 12/2014) Hermes achieved best
marks both in the category “Delivery reli-
ability and timeliness” and in the category
“Convenience of ordering, payment and
tracking”. Overall, Hermes shared top spot
with another provider. A second parallel test
inspected the working conditions and the
environmental protection of companies in
the parcel industry. Here, Hermes secured
second spot with the top marks of all tested
parcel services in the “Environmental policy”

category. The independent institute men-
tioned explicitly how transparent and coop-
erative Hermes was in respect of its
research. During the process, which lasted
several months, we welcomed the auditors
to our sites and depots, providing insights
into all company sectors. However we are
not resting on our laurels, rather are using
them to provide pointers. They offer us valu-
able information about where we can
improve in the areas of environmental pro-
tection and employment provision.
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In 2014, Hermes was once
again chosen as best-in-class
by Stiftung Warentest.
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Hermes achieve top spot for
the third time in arow in a
ranking of nine parcel deliv-
ery companies.
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Oliver Lanka (r.) and Rob Elmore (l.)
are responsible for fleet management
at Hermes Logistik Gruppe Deutschland
and Hermes UK respectively. They
ensure that our vehicles emit as few
harmful substances and carbon as
possible — such as by deploying of
electricpowered vans.

Clear Goals for Climate
and Environment

Experts agree that by 2050 carbon emissions in road and rail traffic arising from international trade will rise four-
fold.” This forecast is a clear imperative to retail processes and logistics. As a service provider along the retail supply
chain Hermes has a particular responsibility when it comes to CO,. This is something we recognised early, integrat-
ing climate and environmental protection in our corporate strategy as early as 1996. Today, we have bundled all
our climate and environmental activities into our Hermes WE DOl initiative. The programme aims to avoid carbon
emissions, conserve resources and to continually improve our carbon footprint. In implementing this, we have set
ourselves ambitious targets: by 2020, we are aiming to cut carbon emissions of all German Hermes companies by
at least half at all sites and, in addition, by 30% in parcel distribution. This way, Hermes is offering support to the
climate strategy of the Otto Group which envisages halving carbon emissions across the Group by 2020 (from 2006).

Because successful climate protection is a joint effort, our clients and employees are an integral part of Hermes
WE DO!. Through specific activities we not only involve them individually and commensurate with their interests in
corporate environmental protection, we also encourage awareness of ecologically responsible business. On top of
this we cooperate extensively with key parts in climate and environmental protection.

* OECD: ITF Transport Outlook 2015.

<icH DIE BEFL INER
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Since 2011, Hermes parcels in Hamburg and Berlin have been As a cooperation partner in the ‘Showcase Project Electro-
delivered using 20 environmentally-friendly Vito E-CELL vehicles.  mobility” we are testing electro-prototype delivery vehicles.
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Climate Protection on All Routes

As a globlal provider of transport services we are responsible for ensuring that
our networks are as efficient as possible. Thanks to a mix of intelligent tour
planning, the use of alternative drive technologies and our collaboration with
strong partners, we are managing to steadily reduce CO, emissions along the
worldwide supply chain, despite the growth in transport volumes.

Lower emissions in transport

In 2014, Hermes reporting companies
generated a total of 311,447 t of CO,. The
greatest CO, pollutant in our organisation is,
as before, transport — currently, 85% of our
carbon emissions are transport related. And
the key factor for us to control in this respect
is distribution logistics. Here, we have direct
influence on both fleet management and
route planning. We are getting close to the
goal the German Hermes companies have
set, namely to cut carbon emission in distri-
bution by at least 30% by 2020. Since the
base year, 2006, we have reduced CO, by 79 g
per parcel (adjusted), a saving of 19% in the
greenhouse gas. In international sourcing
logistics we also have to take account of the
specially complex supplier network. An
effective contribution to climate protection
has largely been achieved by the carbon
footprint assessment for line haul transport
broken down by source. Our monthly CO,
report (see page 16) provides the transpar-
ency increasingly called for by clients and
retail customers.

The fields of business the Hermes Group is
active in offer a variety of potential areas to
cut CO,. This is why several Hermes compa-
nies have developed and implemented their
own master plans to reduce CO,.

19%

CO, has already been
cut in German
distribution logistics
since 2006.

Given the large number of measures and
projects, they not only contribute to achiev-
ing CO, goals in the transport sector, but
also at our sites (see page 25).

Total carbon emission (transport, sites and mobility)
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Innovative fleet management

The key to reducing emissions lies in opti-
mising and modernising our fleet. At present,
all our own fleet vehicles meet the Euro 5
emissions standard. In view of the stricter
Euro 6 standard emission threshold, intro-
duced in 2014 for all newly registered lorries
within Europe, we are now in a process of
successively converting our vehicles. 19% of
our fleet currently meets this emission stan-
dard. By 2020, all our vehicles will comply
with the Euro 6 standard.

The Hermes Group is looking to go beyond
legal requirements and invest in climate con-
serving technology and alternative drive sys-
tems. At the end of 2014, Hermes UK (HUK)
put the largest fleet of electrically-operated
vehicles to date in a major European city into
service. Parcels destined for households and
Hermes ParcelShops in London are now deliv-
ered using 44 electric prototype “Renault Kan-
goo Z.E.” vehicles. Thanks to an innovative
charging technology, the vehicles are powered
by sustainably-sourced electricity which emit
neither carbon dioxide nor any other harmful

1 Details were calculated on the basis of the DIN EN
16258 standard and on the basis of the manual for
emission factors in road transport. The audit comprises
all transports, including those of our contracting
partners.

2 Excluding air and sea freight emissions.

3 Because of the conversion of data to calendar years,
2013 is a trunk year.

Delivering parcels to
a cleaner London

Since 2014, Hermes has deployed 44 electro-vehicles through its transport partners, Gnewt.

substance. This has enabled us to save 146t
of CO, each year. Another benefit is that the
vehicles are virtually noiseless and take up
around 40 % less parking space than conven-
tional transporters — which helps reduce noise
levels and ease the parking situation. This not
only benefits the environment but also the
people of London.

The electro-mobility project in London is
the latest of many initiatives concerning
trials of alternative drive systems that Her-
mes has actively explored since the 1980s.
In Germany, Hermes has been involved in a
pilot project with Mercedes-Benz, for exam-
ple, on developing and launching the Vito
E-CELL. The 20 vehicles used as part of the
project have been used since then to deliver
parcels in Berlin and Hamburg. Since 2013,
Hermes has also been engaged in the
‘Showcase Project Electromobility” in Berlin
and Brandenburg. As part of a sub-project
supported by Hermes and sponsored by the

German Federal Ministry for the Environ-
ment, Nature Conservation, Building and
Nuclear Safety, the programme aims to
develop an electrically operated transporter
optimised for the CEP industry ready for
serial production. By mid-2015, we are look-
ing to deliver the first parcels to customers
with a test vehicle in the Berlin city centre.

Besides electrified prototypes, we are con-
tinuing to deploy gas-fuelled transporters
in the delivery process. In addition, we are
intending to reduce fleet emissions further
by deploying automated start-stop systems
in vehicles. Through its audits, Hermes
Transport Logistics regularly assesses the
efficiency of lorries belonging to its trans-
port partners in an attempt to exploit effi-

ciency gains together. By deploying aerody-

namic trailers and more energy-efficient

tyres, HUK has been able to save an aver-
age of 16.6% on diesel consumption per

year.
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Werner Schonewolf, Coordinator of the
‘Showcase Project Electromobility’
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Boris Johnson, Mayor of London

Planning tours efficiently

We regularly check our transport routes and
are constantly implementing improvements
in conjunction with our clients. Besides
taking account of time and cost, carbon
emission levels are also a key factor. For our
clients, we are looking to find logistics solu-
tions that deploy the best possible mix of
carriers that has as little impact on the envi-
ronment as possible. The most environmen-
tally-friendly carrier is rail: a tonne-kilometre
on the tracks releases around 20 kg of CO, —
thirty times less than transport by plane, for
example. Accordingly, since 2014 HTL has
been offering clients the option of trans-
porting their goods by rail between China
and Germany. Following rail transport, ships
are the most CO,-efficient option. For clients
who are a little more flexible, we therefore
recommend sending their goods by sea.
With the combined sea and air transport,
part of the route is covered by ship.
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In collaboration with atmosfair, Hermes is supporting a holistic aid project in India, encouraging

the use of energy-saving cookers to save on CO, and firewood. Reducing smoke emissions is also set

to improve the health of the local population.

In road transport, the key is to combine
intelligent tour planning with efficient driv-
ing. With the help of professional programs,
we calculate in advance the best possible
route for all delivery tours in 2-man han-
dling. HUK deploys telemetrics to encourage
its couriers to drive in a manner that saves
fuel. With its own driving schools, HUK in
fact goes one step further, not only training
their own drivers, but also helping employ-
ees from other companies learn a more effi-
cient style of driving. In Germany, HTL also
offers regular professional driving training
through transport partners.

CO,-efficient business trips

In 2014, Hermes emitted 3,456 t of CO,
that were in direct connection with business
trips incurred by staff. This represents a fall
of 23% year on year. We were able to do
this thanks to a mutually rewarding project.
Since 2013 our project partner, atmosfair,
has been helping us offset carbon emissions
arising from air travel. As part of this pro-
gramme, we have been supporting a social
and environmental project in the Sunderban
region of India. In the course of this, Her-
mes acquired offsetting certificates in the
reporting period amounting to 944 t of

CO,. In addition we have been encouraging
staff awareness of environmentally-friendly
travel. Among other things, we have been

encouraging the take to pedal power for
short trips — for example, as part of our Sus-
tainability Weeks in Hamburg (see page 11)
staff covered a total of 2,468 km simply by
cycling to work. At the Hermes head office,
ten company bicycles are permanently
available to staff to rent.

We are also promoting environmentally-

friendly drives deployed in our company cars.

New vehicles such as the electrified Smart
and Fiat 500 are parked at Hermes head
office and can be booked at any time

through the intranet. Employees at Hermes-

OTTO International use electric and hybrid

cars at sites in Turkey for short business trips.

*x : x
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Air quality partner to the city of Hamburg

The City of Hamburg officially recognised our efforts
to put together a CO,-efficient fleet by bestowing on us
the award ‘Air Quality Partner of the City of Hamburg
2014’. Hermes was largely acknowledged because

of its overall efforts: praise was not only forthcoming
because it tests alternative drive systems, but also
because of its employee awareness programme as
part of its Sustainability Weeks (see page 11). Hermes
has been a member of Hamburg’s environmental part-
nership since 2003 — a joint public-private initiative to
improve the quality of the air for the people of the city.

~

Sustainability at our Sites

Hermes is careful to ensure that its 100 logistics and administration buildings
are as efficient as possible and that environmental impacts are avoided.

Our site planning is a clear statement in this regard while directly involving our
employees in environmental protection.

Certified environmental management
At a total of 84 sites — 67 of which are in
Germany and 17 in the UK — environmental
management is regularly certified in accor-
dance with ISO 14001 requirements. We are
successively expanding the process: in the report-
ing period, seven new sites were awarded the
certificate — including Hermes Fulfilment’s
(HF) distribution centre in Haldensleben and
its logistics centre in Ohrdruf, as well as Her-
mes Einrichtungs Service (HES) administra-
tion building and hub in Léhne. By 2016, all
Hermes sites in Germany and the UK are to
have their environmental management sys-
tems certified in accordance with ISO 14001.

In addition, Hermes is the only company in
the logistics industry to be authorised by
DQS, a German institute that certifies man-
agement systems and processes, to apply
the Trust Improvement Program (TIP) under
its own direction — an audit procedure for
particularly advanced environmental man-
agement systems. Environmental officers in
our Facility Management division ensure
that legal and internal requirements are
complied with on our sites.

Climate protection

Besides cutting carbon emissions in trans-
port, we also address climate protection at
our logistics and administrative buildings.
Since 2006, we have reduced CO, by 3,145t
(adjusted) at our sites in Germany, saving
9% of greenhouse gas emissions — equiva-

94%

of our sites in Germany
hold environmental
certification based
on ISO 14001.

lent to the average amount emitted by 300
people per year. By 2020, we are looking to
cut carbon emissions at our sites by at least
half, using 2006 as the base year. To achieve
this we need to lower energy consumption
and convert to alternative energies. Energy

Direct and indirect energy consumption on our sites

consumption at reporting companies
amounted to 127,039 MWh in 2014 —a sav-
ing of 4.3 % on the reporting year 2012/13.

Energy efficient building

Our aim is to build new property that is as
sustainable as possible. In this respect, corpo-
rate responsibility for us starts in the planning
phase. In doing so, we focus on recognised
standards: to date, more than 20 buildings
have been constructed in accordance with
the silver standard of the German Sustain-
able Building Council (DGNB). The DGNB
system evaluates the economic, social and
ecological quality of commercial property
across the whole life cycle of the building.
The new building in Léhne which will be
completed in 2016 and used jointly by HES
and HF, is also to receive DGNB’s certifica-
tion in silver. The topic is also highly relevant
for the German parcel unit: by 2018, around
300 million euros will have been invested

in building 35 modern logistics centres —

all subject to high ecological and social
standards.

Unit 2011/12  2012/13 20137 2014

Total energy consumption MWh 126,257 121,538 118,733 127,039

of which relates to energy MWh 63,278 62,635 65,678 65,867

of which relates to renewable energy % 5.7 4.5 4.6 4.6

of which heating energy requirement MWh 62,979 58,903 53,055 61,172

of which district heating MWh 1,571 953 2,721 1,477

of which heating from heating oil MWh 161 292 0 232

of which heating from natural gas MWh 56,753 51,722 47725 55,699

of which heating and generation MWh 4,494 5,886 2,609 3,764
from renewable energies

Own renewable electricity generation MWh 1,862 1,697 1,318 1,486

1 Because of the conversion of data to calendar years, 2013 is a trunk year.
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In 2015, Hermes Fulfilment commenced operation of a combined heat and power station.

Exploiting alternative technologies

We are continually assessing new technolo-
gies to generate electricity and heating
energy in an environmentally-friendly man-
ner. We now use renewable raw material
biomass to heat the buildings at ten logis-
tics sites. To promote climate-friendly solar
energy, we installed a photovoltaic system
on the roof of the Hermes hub in Langenha-
gen near Hanover. In the meantime, we are
also using solar energy at other sites — such
as the office building of Hermes-OTTO
International in Turkey. In order to generate
environmentally-friendly energy based on
requirements, HF is building two new com-
bined heat and power stations. Such a sys-
tem was put into operation in Haldensleben
in 2015 for the first time. Other sites are
being planned. This is an investment that
will have a positive impact on our carbon
footprint: operating a combined heat and
power station will save over 1,000 t of CO.
each year.

2

And when it comes to lighting, we are also
looking to become more sustainable — by
converting to energy efficient light bulbs or
installing sensors at all Hermes sites.

over

1,000t

of CO, saved each year
per combined heat and
power station.

Cutting paper consumption

Paper is another resource we are looking to
save. In Germany, Hermes has been offer-
ing the mobile parcel note since winter
2014. This uses a smartphone to facilitate
delivery and replaces the conventional

printed label. The mobile returns note has
been in use since 2015. The paper docu-
ments used to process HES deliveries have
now been replaced with immediate effect
by deploying mobile devices. This will help
save several million sheets of paper per year
in future. In 2014, we used 147.7 t of office
paper —95% of which was recycled. This
rate is set to rise steadily. Since 2014, Her-
mes has underlined its commitment to this
by signing up to the ‘CEOs for Recycling
Paper’ initiative.

Recycling materials

Avoid or recycle waste effectively — this is
the subject of training offered to employees
at logistics sites in half-yearly courses. Com-
panies also undertook a number of mea-
sures to recycle used packaging, feeding it
back into the materials cycle. At its hubs, for
instance, Hermes UK (HUK) recycles plastic
packaging, cardboard boxes and pallets. And
at the fulfilment facility in Haldensleben, over
5,000 t of used cardboard boxes are pressed
and returned to regional paper plants.

Avoiding adverse effects on the
environment

To avoid the risk of environmental pollution,
first-aid vehicles are generally on hand for
oil accidents at all Hermes logistics sites.
Intervention plans define precautionary
behaviour in the event of emergency and
ensure that, in case of accidents, the envi-
ronmental impact is kept as low as possible.
Eighteen accidents occurred in the reporting

®
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H-OI Hong Kong receives Loop Award

The prize is awarded by the World Wide Fund for Nature (WWF) to com-
panies in Hong Kong for their special commitment. Hermes-OTTO Inter-
national (H-OI) has been a member of the initiative since 2013 and
achieved the silver award in its first year. The company has cut its carbon
emissions by over 10% in just two years. Among other things, this has
been achieved through the use of LED lamps and sensors, and by asking
employees to simply switch off electronic equipments when they leave

their office.

~

period. In all of them, leaking oil or fuel was
absorbed and/or removed, and environmen-
tal damage avoided.

We also monitor noise emissions: not only
do we want to reduce transport-related
noise, we are also looking to design process
at our sites to be as quiet as possible for our
employees and the neighbourhood. With
this in mind, HF upgraded its cardboard
presses in 2013: by encasing the system, it
now runs ten decibels quieter than before.

Preserving the diversity of nature

We are committed to protecting the environ-
ment and biodiversity, and have been coop-
erating extensively with the German Nature
and Biodiversity Conservation Union (NABU)
since 2010. When new buildings are con-
structed, NABU advises us on how best to
optimise local ecology. At 18 new HLGD
depots we have planted ecological compen-
sation areas, providing nesting opportuni-
ties for birds and set up ‘insect hotels’. At HF
sites, the environmental protection organi-
sation carried out an inventory of biodiver-
sity in 2013, which revealed that biodiversity
and logistics facilities are not at all mutually
exclusive. In all areas renaturalised with the
help of NABU, diverse flora and fauna have
developed, and to make sure that they stay
that way, HF has freed moats and ditches —
habitats for a variety of fish and frogs —
from overgrowth to prevent silting. On top
of this it also set up 25 new nesting sites
and five perches for birds of prey.

Consumption

Unit 2011/12 2012/13 20132 2014

Paper consumption’ t 288.7 147.3 138.8 147.7
of which recycled paper t 491 96.7 96.4 140.3

of which FSC paper t 5.7 0.3 31 7.4
Waste amounts total t 17,620 15,646 15,221 16,000°
Water consumption per year m?3 62,562 62,824 64,892 68,6283

1 Excluding HUK.

2 Because of the conversion of data to calendar years, 2013 is a trunk year.

3 From 2014 with HUK.

4 The high level of water consumption is primarily attributable to the increase in employees and the expansion of the

number of sites.

Hermes also supports NABU’s work beyond
our own sites, such as in the Elbtalauen bio-
sphere reserve. In 2013 and 2014, together
with NABU’s Hamburg branch, we acquired
more land (currently 250 hectares) for the
Lower Saxony conservation area. By pur-

chasing the land, Hermes is aiding the long-

term protection of a unique habitat for
many species of animals and plants. At the
same time, the Elbtalauen project is also an
encouragement for our apprentices to
become involved in environmental protec-
tion. Here they can spend some of their
training time and take part in workshops,
for example.

Natuve consevation neLd poviners
from bUSILSS WD VL PYLPAYLA
o commit femsees ovey @ lonagey
pLriod of fime. This is What makLs
e collabovation between NAGY
Hambuvg and Hermes so valuabole.

Tobias Hinsch,
Director, NABU Hamburg

Humming and buzzing on our roofs

More than 150,000 bees have found a new home on the roof of

the distribution centre in Haldensleben. Together with a local beekeeper,
Hermes Fulfilment has set up several hives there, providing a major
contribution to maintaining biodiversity. Bees are one of the most
important insects because they pollinate both crop and wild plants.
But employees too are delighted with their flying housemates: for
Easter every member of staff received a jar of Hermes Fulfilment’s first
roof honey. Things are not only buzzing in Haldensleben — bee hives
have also been installed in Ohrdruf and at the Hermes head office

in Hamburg.

~
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Sylvie Reichel,

work/study student at Hermes and
three apprentices swapped places
with staff at the alsterarbeit e.V. —
an organisation that provides valuable
support to disabled people. Such an
exchange gives people the chance to
experience inclusion and strip away
reservations.

gstainability Report 2015

Good Working Conditions
for All Employees

We want to win over talent for Hermes and offer our staff attractive working conditions. As part of this we secure
comprehensive training and development opportunities and help staff balance family and working life. Our aim
is to promote and deploy individual skills, experience and prospects for our employees in the best possible way.
We see diversity and inclusion as an opportunity — especially in the light of the ongoing demographic change.

To promote the issue, Hermes has signed a framework agreement and is an active member of the demographic
network sponsored by the Federal Ministry for Labour and Social Affairs. In this way, we are also looking to build
on our appeal as a leading employer in the industry and the renewed ‘Top Employer 2015" award, granted by
the CRF Institute, is valuable evidence of this.

We assume social responsibility throughout our whole organisation for everyone who works for us. This applies

as much for employees engaged at our contracting parties as it does for our own 12,470 employees. The long-
standing collaboration we have enjoyed with many of our partners is based on mutual trust and on high standards,
which we assess on a regular basis. In 2012, Hermes became the first and still remains the only company in the
industry to maintain its own certification system for the final mile: in collaboration with SGS-TUV Saar we have
developed a verification system that explicitly documents compliance with fair working conditions. We also ensure
fair conditions in our international business with our partners and suppliers.

One of the staff at the alsterarbeit Changing places was not only informative, it was also a great deal of fun.
facility explains just how work is done
in the sheltered workshop.
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Promoting Individual Potential

Our 12,500 plus employees are our greatest asset. By recognising their
individual strengths, promoting their skills and providing enough freedom for
both professional and private priorities, we can grow successfully together.

Listening and understanding

We regularly poll employee opinion to stay
in tune with their needs. Thus Hermes Ful-
filment initiated a comprehensive employee
survey in 2013 in which over 2,200 col-
leagues participated. Based on the results
of this, 37 moderated workshops were car-
ried out and ultimately 64 concrete mea-
sures derived, e.g. for individual develop-
ment options or to improve cooperation
with the management. Hermes UK (HUK)
also regularly assesses how satisfied
employees are at work. The last survey,
conducted in 2014, showed employee satis-
faction had risen once again.

Individual development

In annual employee reviews, our employees
decide, together with their superior, about
options for their development plus appropri-
ate continuing professional development.
The aim is to support each and every
employee in line with his/her individual
needs and prospects. In addition, we offer
our employees and management a compre-
hensive range of seminars and workshops,
that we are constantly expanding and

which is matched to actual requirements.
During the reporting period for instance,
particular focus was placed on the training
of our field staff team leaders, in order to
prepare them as best as possible for the
latest requirements arising from the certifi-
cation of our contractual parties.

High quality training

So that we can retain the rising stars of
tomorrow at Hermes, we place particular
emphasis on the quality of our apprentice
and trainee programme. This was once
again acknowledged in 2015 by the award

“Hamburg’s Best Apprenticeship Company”.

By signing the ‘Career promoting and fair
trainee programme’ charter we have also

avowed ourselves to remaining a high-qual-

ity training provider. Across Germany we
currently have a total of 77 apprentices.

Promoting diversity

As long ago as 2006, Hermes signed a
Diversity Charter. In doing so we undertook
that our employees would receive equal
opportunities, irrespective of sex, age, reli-
gion, sexual identity, origin or disability.

Additionally HUK has adopted a guideline
for equal opportunities. Our basic principle
is that discrimination will not be tolerated
within Hermes. During the reporting period,
no cases of discrimination were reported to
our ombudsman, human resources or the
works’ council.

As with many other companies in the logis-
tics industry, it is also our aim to achieve a
more even balance between the proportion
of female and male staff in the workforce,
especially in management positions. Her-
mes Logistik Gruppe Deutschland (HLGD),
Hermes Transport Logistics (HTL) and
Hermes Europe (HE) have accordingly set
themselves the target, that by no later than
2020, at least 30% of management posi-
tions (heads of department or higher) in
both service and administration will be

filled by women. In 2014 the proportion of
women was 18% (2013: 15%). An ambitious
target therefore that we want to achieve
with the expansion of the women'’s network
Flash@Hermes plus targeted recruitment
campaigns, as for example through regular
attendance at the ‘women&work trade fair’.

2015

Hambutrar
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Nominated by our own employees

The most credible employer prizes are those based on employee opinions.
Hermes was particularly happy once again to receive the quality seal
‘Hamburg'’s Best Employer’ in 2015 thanks to the positive assessment of
our workforce. Likewise the award ‘Hamburg’s Best Training Company’ in
2015 can be traced back to the positive assessments of our trainees. They
were asked about both their personal satisfaction and also requirements
and standards in training. We are also proud of the ‘Top Employer’ seal
that we received for the seventh time in a row in 2015. This assesses the
work and career conditions at Hermes on an annual basis.

30%

of management positions
in service and adminis-
tration are to be filled
by women by 2020.

In order to encourage women to pursue a
career in logistics, HUK sponsors the ‘Every-
woman Awards for Transport & Logistics’
and regularly recommends its own excellent
female staff for the award.

Creating scope for development

Offering flexible work models we support
our employees of both sexes in meeting the
demands of both their work and private
lives. In 2014 46.3% of the workforce were
employed part-time. Alongside part-time
work, annual working hours models and
home-office positions provide extra flexibil-
ity. As part of the “WE-CARE-programme”,
since 2013 we have been offering our
employees help and advice on childcare and
the care of other family members in cooper-
ation with the AWO's parental service. This
extends from subsidising nursery places and
providing emergency care for small children
through to supporting applications for home
nursing.

Safe and healthy working

In 2014, there was an average of 56.8 acci-
dents per 1,000 employees in our companies.
To keep the risk of injury as low as possible,
we annually check the health and safety at
all sites and inform the workforce of all rele-
vant health and safety risks. Moreover we
offer our employees an extensive workplace
health promotion programme: the spectrum
extends from health checks, flu injections
and training in ergonomics through to 33
different sports as part of the Otto Group’s
company sports activities. Our employees

Development courses

Unit 2011/12  2012/13  2013/14 2014/15

Delegate days employees total Number 3.098 3.260 2.534 3.760
of which employees % 50,6 54,0 76,8 64,6
of which management % 49,4 46,0 23,2 35,4
Number of participants Number 2179 1.920 2.700 3.819
of which employees % 49,2 47,6 50,7 51,4
of which management % 50,8 52,4 49,3 48,6

Employees by employment relationship’

Unit 2011/12  2012/13 20132 2014

Total employees Number 10,344 10,535 8,978 11,216
Employees with part-time contracts % 50.3 48.7 53.2 46.3
Employees with full-time contracts % 49.7 51.3 46.8 53.7

1 Including student workers and employees on parental le
PhD students and temporary workers.

ave, however, excluding trainees, interns,

2 Given the switch over to calendar years, 2013 is a trunk year and does not contain any key data from HUK.

Absence rates and labour accidents

Unit 2011/12  2012/13 2013° 2014
Absence rates % 7.2 7.7 6.6 8.3
Accidents per 1,000 employees Number 65.0 51.0 54.2 56.8
Accident related absences (days) Number 7133 4,393 3,387 -
Accident related absences (hours)? Number 57,045
Work-related deaths Number 0 0 0 0

1 Given the switch over to calendar years, 2013 is a trunk year and does not contain any key data from HUK.

2 From 2014: Absences caused by accidents at work and o

can obtain help in respect of psychological
or private problems via our social care provi-
sion. Moreover where necessary our addiction
counsellors are on hand to provide support.

Fair employment

Our remuneration system is designed to
ensure that the performance of the individ-
ual is fairly rewarded. Correspondingly the
wages and salaries at Hermes are signifi-
cantly above those set by wage agreements
in almost all employee groups. Nearly half
of salaried commercial staff profit from vari-
able compensation elements. For provision
in their old age, permanent employees of
HLGD, HTL and HE (employed before

1 Jan. 2014) have a right to a company
pension without having to make personal

n the way to work in hours.

contributions. In addition, after six months
employment, all employees can convert a
portion of their gross salary into a subse-
quent occupational pension. Hermes sub-
sidises this converted pension contribution
by up to 10%. Depending on wage agree-
ments we pay our employees an amount
of up to €26.60 per month for capital
accumulation purposes.
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Fair Conditions for Deliveries

Hermes transports more than 500 million parcels per year through Europe

— the lion’s share with the help of contracting parties. Their employees
represent the face of Hermes to the customer. It therefore goes without saying
that we need to create and document fair working relations — as we would do

for our own employees.

Exploiting opportunities and

managing risks

The courier, express and parcel industry
(CEP) is particularly reliant on a high degree
of flexibility. On the one hand it needs to
cover fluctuating volumes reliably — in the
lead up to Christmas, for example — while
on the other hand being capable of deliver-
ing to structurally weak and to low-density
areas every day. Besides our own employ-
ees, Hermes relies on around 10,500
employees at contracting partners. On our
behalf, they deliver all types of parcel to
Hermes customers and have made it possi-
ble for us maintain the levels of reliability of
our services across the whole year. When we
organise our deliveries, we only cooperate

with independent enterprises who are them-

selves responsible for managing their opera-
tions, including drawing up contracts with
their employees. What binds us, is an inter-
est in trying to secure a long-term partner-
ship rooted in transparency and reliability.
To achieve and expand upon this, we main-
tain direct contact, set clear standards
through our certification process and offer a
wide variety of options for open dialogue.

Providing clear standards

Since 2011, the Hermes Code of Conduct
has been the foundation of any business
relationship with the Hermes parcel unit.
This Code obliges our contracting partners
beyond simple compliance with the law to
employ and remunerate their employees at
conditions that are fair. We have presented
this body of rules and regulations to con-
tracting partners personally and distributed
20,000 copies to all couriers. In addition,
the document is available online. The Code
of Conduct is an overriding document for
organising the collaboration with partners
in the ‘“final mile’.

Reporting infringements

However, should disputes or uncertainties
arise we offer a number of channels for dia-
logue. If the principles defined in the Code
of Conduct are not complied with or if there
is a need for clarification in any other way,
anybody can contact the Social Compliance
department at Hermes through its whistle-
blower facility, or can contact an indepen-
dent ombudsman should there be any sus-
picion of criminal activity. In the reporting

period, five people actually made use of

the latter option and contacted the ombuds-
man. These reports related to alleged
infringements of labour law, which were
later dropped following exhaustive checks.
A total of 123 cases were reported using

the whistleblower facility during the report-
ing period — 37 of which were substantiated.
By and large these related to matters in
connection with the non-payment or
delayed payment of wages and infringe-
ments of working time regulations. Our
clear aim is to eradicate any infringements
against, or any misinterpretation in respect
of, our Code of Conduct completely. Devel-
opments show that we are on the right path:
in 2014, we registered 68% fewer substanti-
ated or partly substantiated reports.

Ensuring high standards of work
together

In 2012, Hermes Logistik Gruppe Deutsch-
land and SGS-TUV Saar developed a com-
prehensive certification system to assess
social standards in the delivery of parcels. A
particular focus of the certification process
lay in the employment conditions of couriers
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HES certification expanded

Following the successful introduction of a certification process
at Hermes Logistik Gruppe Deutsland, the process has now
been extended to other companies. In 2014, Hermes Einrich-
tungs Service (HES) was also subject to the certification of its
German depot operators through the SGS-TUV Saar inspection
institute. The 42 HES partner sits were assessed in five key
areas —employment conditions, safety at work, external per-

—for example, adequate remuneration, com-
pliance with holiday entitlement and contin-
ued payment of wages in the event of
sickness. In order to achieve a high degree of
transparency, all general contractors working
for Hermes were professionally audited in
2012 and 2013, using these factors as a
basis. In 2014, we successfully completed
the third round of certification and have now
expanded the inspection process. Alongside
SGS-TUV Saar, which is now randomly
assessing one-third of our contracting part-
ners — as is usually the case with accredited
standards — we have also been deploying
specially-trained internal auditors since
2014. They also conduct audit-like interviews
with randomly selected contracting partners
at their sites, questioning them on four
areas: safety at work, environmental protec-
tion, health care and quality. In addition, we
require all general contractors to carry out
self-assessments twice a year. These are
web-based surveys and are carried out inde-
pendently by the companies themselves.
The catalogue of questions leans heavily on
the content of the SGS-TUV Saar audits and
are adapted to meet the latest developments.
These mainly include labour law regulations,
such as the payment of a minimum wage
which has applied in Germany since January
2015. We have therefore significantly fac-
tored in a degree of personal responsibility
as part of our certification process.

Companies and contracting partners who
fail an audit have to demonstrate improve-
ments and/or remedies within an agreed
period. And such companies do of course
receive Hermes support in the process. If

deficiencies are not remedied in the medium

to long-term, we terminate our business rela-

tions — this was something we had to do four
times in total in 2013 and 2014.

Reducing complexities

Some of our general contractors subcontract
their work. To keep such complex structures
under control, we insist that their subcon-
tractors cannot pass on work to other sub-
contractors. This allows us to check with cer-
tainty whether our key requirements — such
as the payment of hourly rates instead of
piecemeal rates — are being met. As part of
the auditing process carried out by SGS-TUV
Saar, we also carry out interviews with couri-
ers employed at subcontractors and receive
documents on their standards of work. This
helps us effectively control the delivery pro-

cess. If subcontractors fail to hand over the
documents we require, the general contrac-
tor we have appointed will not be certified.

Courier survey as starting point
Measures we undertaken on the ‘final mile’
and as part of our analysis of the way things
stand, we carried out another anonymous,
representative survey of our couriers in 2013.
We interviewed around 7,000 people nation-
wide on their situation at work. In response
to the question how satisfied couriers are with
their jobs, 70% of those surveyed gave a
positive reply. One exception to this was pay-
ment. However, when it comes to remunera-
tion, there has been a tangible improvement
on the 2012 survey — an indication that mea-
sures introduced are actually having an impact.

TWe audits ave faking effect. Since 2012 Wi vk been seeing Steady
PYogvLss. TWe veason fov this is cleav: Harmes is pushing alnead with its

long-fevwm ceviitication pvoect. TWevk ave coNtiNUOUS INALPLNALNT INSPLCTIONS
conductzd by SOS-TUV Saav. TWie audit catalogue in vegulavly Updated and
bveaches ave followed VP Yigovousiy.

Dirk Schmidt, Lead Auditor at SGS-Gruppe Deutschland
and head of the Hermes certification project

ception, quality and environment — and successfully certified.
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Global Commitment

We become involved where we are required the most: in the direct vicinity
of our sites. But beyond this, we are also committed to people in need.

This is why we have networked with established charitable organisations
and involve our employees. A glimpse at the map shows the broad range of

our commitment.

| cant Wait 10 go 10 our New School -

finally no move dust!

M. Mueni, pupil at the Mbusyani Primary School, Kenya

Kenya

A school for Kenya

Education is the future - this is why we have
tied in with the PLAN foundation of the
children’s charity Plan International to
assist the education of children and youths
worldwide. In a current project, we provide
long-term support to around 500 boys and
girls at the Mhusyani Primary School in the
south of Kenya, helping them set up a
teaching centre. With a donation from all
Hermes companies of 100,000 euros, since
autumn 2014 a local school is being built
and equipped. And the donation is helping
to improve hygiene, by building toilets and
providing running water for example. In
addition, we are also investing in teaching
materials and in teacher training.

UK

Donating joy

At Hermes UK, employees are involved in
decisions on which charitable organisations
to support. As part of the company’s
favourite campaign ‘25 Days of Giving’,
employees can decide on how to allocate

donations on each of the 25 days in Decem-

ber leading up to Christmas. Seventy-five
employees made proposals for donations,
and a total of 15,000 pounds was raised to
support a wide variety of social projects.
But employees can also push the cause of
charitable initiatives throughout the year.

Germany

Promoting inclusion

Hermes is looking to actively integrate people
with disabilities in the company. To demon-
strate this we signed a letter of intent entitled
‘We're following the road to inclusion” and
were officially recognised by the City of Ham-
burg. We are working particularly closely with
the charitable organisation alsterarbeit e. V.
in Hamburg, which promotes the inclusion of
the disabled in working life. The current proj-
ect, ‘Changing Sides’, offers our apprentices a
chance to work in a sheltered workshop for
two days. In the other direction, ten employ-
ees from alsterarbeit took up the opportunity
to gain practical insight into daily work at
Hermes (see pages 28/29).

&

Hong Kong

Actively committed employees

At Hermes-OTTO International, employee
engagement is supported by a Corporate
Volunteering Programme. A dedicated com-
mittee coordinates the charitable work of
employees. This ranges from visits to senior
residences to donating blood and fund-rais-
ing campaigns. Hermes colleagues in Hong
Kong have already invested over 10,300
hours for a variety of social projects in the
last three years.

Germany

Speedy flood aid

For our colleagues at the Hermes Fulfilment
(HF) distribution centre in Haldensleben —
one of the largest employers in Saxony-
Anhalt - speedy and uncomplicated help
during the 2013 floods was given without
thinking. HF provided volunteer transport,
manual help, food and clothing. The
employees not only got their hands dirty,
they also collected donations totalling
6,200 euros — to support those most
affected by this natural disaster.

In the period under review,
we have donated

733,000

euros to the community.

Germany

Corks for cranes

Since 2011, Hermes Logistik Gruppe Deutsch-
land has been the exclusive transport part-
ner of the cork campaign — a project orga-
nised by the German Nature and Biodiversity
Conservation Union (NABU) is which bottle
corks are collected and recycled. Hermes
voluntarily transports corks from over 300
collection points to the Elbe Werkstatten
facility for people with disabilities. Here, the
corks are recycled into ecological insulation
granulates. Part of the sales revenue is paid
to NABU'’s crane protection programme.

Germany

Inspired by classical music

The Hamburg-based music project Young-
ClassX aims to inspire children and youths
in a playful manner for music. One of the
modules of this programme, instigated by
the Otto Group, is The YoungClassX Musik-
Mobil. MusikMobil buses pick up the boys
and girls directly from school and take them
to concerts, rehearsal and music school
events. Hermes Transport Logistics supports
the project as a transport partner, providing
the buses free of charge. Since 2010, this
has given over 4,000 children and young
people the chance to enjoy a wonderful
musical experience.

Plan Infernational and Hevwes ave not only connected
fvough e city of Hamburg, it is fiziv global focus
fhat also connects them. Togethey, W ave comwmitizd 1o
e most impovtant thing: childven, Who ave our futuve
- vk ot home and avound the world.

Kathrin Hartkopf,
head of Plan’s foundation centre
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GRI Index

GRI Indicators (G3.0) Degree of Page
performance
1 Vision and Strategy
11 Statement from the CEO or Chairperson [ ) 3
1.2 Descriptions of key impacts, risks and opportunities with regards to sustainability [ ) Cover flap, 7,15, 17, 21
2 Organisational Profile
21 Name of the organisation [ ) 4
2.2 Primary brands, products, and services [ ) 4/5
2.3 Operational structure of the organisation, including main division [ ) Cover flap, 4/5
2.4 Location of the organisation's headquarters [ ) 4
2.5  Countries with major operation [ ) 4/5
2.6 Owner structure . 4/5
2.7 Markets . 4/5
2.8  Scale of the reporting organisation [ ) 4/5
2.9  Significant changes during the reporting period [ ) 2
210 Awards received in the reporting period [ ) 19, 24, 26, 30
3 Report Parameters
31 Reporting period [ ) 2
3.2  Date of the last report [ ) 2
3.3 Reporting cycle [ ) 2
3.4  Contact point for questions regarding the report [ ) 2
3.5  Process for defining report content [ ) 2
3.6  Boundary of the report [ ) 2
3.7  Limitations on the scope or boundary of the report [ ) 2
3.8 Joint ventures, subsidiaries, outsourcing [ ) 4/5
3.9 Data acquisition [ ) 4/5, 22
3.10 Changes regarding the presentation of information [ ) 4/5
3.11 Changes in the scope, boundary or measurement method [ ) 4/5
312 GRIIndex [ ) 36/37
313  External verification [ ) The report was not audited by external parties..
4 Governance, Commitments, and Engagement
41 Governance structure . 4/5
4.2 Independence of the Chairperson [ ) 4/5
4.3  Independent members of the board [ ) 5
4.4 Mechanisms for shareholders and employees to provide recommendations [ ) n.r.
45 iﬂl.(gr?i I;))ztr\;\(/)er:uic;r:pensation for members of the highest governance body and the organi- ® not existing
4.6 Processes to ensure conflicts of interest are avoided . 12/13
47 E:;)dc;sses for ensuring the quality and expertise of the members of the highest governance ® 12/13,6-8
4.8  Vision, corporate values, and codes of conduct [ ) 1,8, 11
4.9  Procedures of the highest governance body for overseeing sustainability performance [ ) 8
410 Processes for evaluating the highest governance body’s own performance [ ) 8,13
411  Precautionary approach [ ) 10, 21
412 Externally developed charters, principles, or other initiatives [ ) 27,29,30
413  Memberships [ ) 10
4.4 Stakeholder groups [ ) 2,8
415  Selection of stakeholders . 2,8
416  Approaches to stakeholder engagement [ ) 2,8-10
417  Key concerns raised through stakeholder engagement [ ) 18,30, 33
5 Performance Indicators
DMA Economic — Management approach 15
EC4  Significant financial assistance received from government [ ) none
EC8 Infrastructure investments and services provided primarily for public benefit [ ) 10, 34-35
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GRI Indicators (G3.0) Degree of Page
performance
DMA DMA Economic — Management approach 21
EN1  Materials used by weight or volume [ ) 26/27
EN2 Percentage of materials used that are recycled input materials [ ) 26/27
EN3  Direct energy consumption by primary source [ ) 25
EN4  Indirect energy consumption by primary source [ ) 25
EN8 Total water withdrawal by source [ ) 27
EN16 Total direct and indirect greenhouse gas emissions [ ) 22,25
EN17 Other relevant indirect greenhouse gas emissions [ ) 24
EN18 Initiatives to reduce greenhouse gas emissions and reductions achieved [ ) 22-26
EN22 Total weight of waste by type and disposal method O 27
EN23 Total number and volume of significant spills [ ) 27
EN26 Initiatives to mitigate environmental impacts of products and services [ ) 16-18
EN29 Environmental impacts of transporting products [ ) 22
DMA Labour Practises and Decent Work — Management approach 29
LA1  Total workforce by employment type, employment contract, and region O 31
All employees in Germany are covered by collective
LA4  Employees covered by collective bargaining agreement [ ) ?S,;eri:ceer:s)&f gﬂt;?gr{ i;I;Iciflhnit']222?;:)(::5‘,:2::;)?;;22'
representatives are organised in works’ councils
LA7  Rates of injury, absenteeism and work-related fatalities [ ) 31
LA8  Risk-control and programmes in place to assist workforce members regarding serious diseases [ ) 31
LA10 Average hours of training by employee category [ ) 31
LA13 Diversity of employees and governance bodies [ ) 30-31
DMA DMA Human Rights — Management approach 11, 29-30
HR2  Suppliers and contractors that have undergone screening on human rights [ ) 11, 32/33
HR4  Total number of incidents of discrimination and actions taken ‘ 30
DMA DMA Society — Management approach 8,34
SR e
DMA DMA Product responsibility — Management approach 15
PR5 Practices related to customer satisfaction ‘ 19
PR8  complaints regarding breaches of customer privacy and losses of customer data [ ) 18
PR9 Non;compliance with laws and regulations concerning the provision and use of products and Y Fn the reporting period no fines based on such
services infringements were reported.
Additional indicators specific to the industry
LT5  Description of initiatives to control air emissions and noise pollution O 27
LT6é  Traffic congestion O 16/17,22/23
LT8  Description of developments in transport and infrastructure O 10, 22-24
715 ELon\:E:?uc:;lgaizggz and transportation core competences to deliver Y 34/35
LT14  Description of policies and programmes for public access to mail services () 1718

®- fully reported ©O- partially reported QO = not reported n.r. = not relevant
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