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Our Sustainability Report summarizes the Global Headquarters
key environmental and social developments
in fiscal 2013. It covers all the Henkel com- Vienna, Austria Shanghai, China
panies included in the consolidated financial Regional Center Regional Center

statements. The contents of the Report reflect
the Henkel-relevant and material aspects of
sustainable development. Together with the
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Annual Report, the print version makes up
an integrated corporate reporting concept.
Since we joined the United Nations Global
Compact in 2003, our Sustainability Report
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annual progress report. Connecticut, USA
Scottsdale, Regional Center
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find references to further information in Regional Center
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to the guidelines of the Global Reporting a local employer, purchaser and investor. More information on our business performance and key

Initiative (GRI): www.henkel.com/sr2013 |1 indicators per region: Annual Report, pages 55 to 61, and www.henkel.com/sr2013 |2



our indicators

Economic indicators

Environmental indicators

2012 2013 2012" 2013
Sales in million euros 16,510 16,355 Production sites 171 164
Adjusted’ operating profit (EBIT) in million euros 2,335 2,516 Production output in thousand metric tons 7,580 7,699
Adjustedreturn on sales (EBIT) in percent 14.1 15.4 Energy consumption in thousand megawatt hours 2,208 2,162
Adjusted earnings per preferred share (EPS) in euros 3.70 4.07 Carbon dioxide emissions in thousand metric tons 657 634
Dividend per ordinary share in euros 0.93 1.202 Water consumption in thousand cubic meters 7,734 7,801
Dividend per preferred share in euros 0.95 1.222 Waste for recycling and disposal in thousand
metric tons 139 155
" Adjusted for one-time charges/gains and restructuring charges.
2 Proposal to shareholders for the Annual General Meeting on April 4, 2014. " We have retroactively corrected any differences discovered or
reported for 2012.
Employee indicators Social indicators
2012 2013 2012 2013

Employees™ (as of December 31) 46,600 46,850 Donations in million euros (financial and product
Trainees in Germany 489 487 donations, not counting paid time off from work) 7.3 7.9
Proportion of female employees in percent 32.6 32.9 Number of projects supported 2339 2,422
Average number of training days per employee 2 2
Participation in employee share program in percent 28.4 31.9
Occupational accidents per million hours worked 1.0 0.6
" Permanent staff excluding trainees. Figures have been rounded.
Value added statement 2013
in million euros
Sales 16,355 99.1% [
Other income 150 0.9% 178 (3.6 %) 36 (0.7 %)

Interest expense Minority shareholders
Total sales/
other income 16,505 100.0% 529 (10.6%)

Shareholders

!
. 597 (12.1%)
of which: Central and local

Cost of materials 7,233 43.8% government
Amortization / depreciation 420 2.5% —— 2013
Other expenses 3,882 23.6% *L
Value added 4,970 30.1% 1,060 (21.3%)

The value added statement shows that most of the generated sales flow
back into the global economy. The largest share - 51.7 percent — went to our
employees in the form of salary and pension benefits. Central and local
government received 12.1 percent in the form of taxes; lenders received

Reinvested in
the company

3.6 percent as interest payments. We paid 10.6 percent of sales as dividends
to shareholders. The value added remaining in the company is available for

investments in future growth.

2,570 (51.7%)
Employees



Our sustainability strategy at a glance

Our value We are committed to leadership in sustainability.
Our definition Sustainability: “In 2050, about g billion people live well and within the resource limits of the
planet.”*

Leadership: We pioneer new solutions to sustainability challenges while continuing to shape
our business responsibly and increase our economic success on the basis of a long-term goal,
clear targets for the years 2011 to 2015, and strategic principles.

Our strategy Achieving more with less: We create more value for our customers and consumers, for the
communities we operate in, and for our company - at a reduced environmental footprint.

Our instruments 20-year goal for 2030: Triple the value we create for the footprint made by our operations,
for implementing products and services. We summarize this ambition to become three times more efficient as
the strategy “Factor 3.”

5-year targets for 2015: With our 20-year goal in mind, we have set concrete interim targets

for our focal areas (see graphic below).

Six focal areas: We concentrate our activities along the value chain on six focal areas that

reflect the challenges of sustainable development as they relate to our operations.

Three strategic principles: To successfully implement our strategy, we have defined three
strategic principles: products, partners, and people.

*Vision 2050 of the World Business Council for Sustainable Development (WBCSD).

Our focal areas and targets for the five-year period from 2011 to 2015

More value

More social progress and Performance
better quality of life

Social

Progress )
Deliver

more value

More value for our customers
and more value for Henkel

Safety
and
Health

Safer workplaces and
better health & hygiene

+ 10 %

more net sales per
production unit

+ 20%

safer per million
hours worked

at a reduced

Energy footprint
and

Climate

Less energy used and X
less greenhouse gases Materials

and Waste

Reduced footprint

Less resources used
and less waste generated

Less water used and
less water pollution

less water per
production unit

- 154
less waste per
production unit

- 1 5 %
less energy per
production unit
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Foreword

“Together with our
partners we aim to
pioneer new solu-
tions for sustainable
development.”

Jear Frewoly p{/{i& Q%u/oa ay,/

We have formulated a clear sustainability strategy for
Henkel with ambitious targets: We want to achieve
more with less. By 2030, we aim to increase our
resource efficiency - i.e. the relationship between
resource consumption and the value we create for our
customers, for the communities we operate in, and
for Henkel - by a factor of 3. We see our commit-
ment to sustainability as part of our social responsi-
bility and a critical factor in the successful long-term
development of our business.

Today, we are facing immense challenges. Contin-
ued growth of the world’s population and accelera-
tion in global economic activity will lead to rising
consumption and resource depletion. At the same
time, corporate responsibility and contributions to
sustainability are increasingly becoming a focus of
public attention.

Henkel is committed to leadership in sustainabil-
ity. We aim to pioneer new innovative solutions
in this area — with our products, our partners

in society, business and politics, and around
47,000 employees worldwide. The examples in
this report show that we are already well on our
way. Our contribution to sustainability is also
regularly confirmed by international rankings.
For example, Henkel was recognized as sector
leader in the Dow Jones Sustainability Index for
the seventh year in a row.

Our employees’ clear understanding of what we
want to achieve in the medium and long term is

an important factor in our success. Building on
the extensive communication of our strategy and
objectives, we deepened this understanding dur-
ing the past year, especially through the continued
integration of sustainability-related topics in our
internal training courses. In addition, around
1,500 employees have qualified as “sustainability
ambassadors” and explored the global challenges
of sustainable development in this program. Their
aim is to pass on this knowledge to co-workers,
suppliers, customers, and students, and win them
over to sustainability.

We want to thank all of you - our employees and
our partners in society, business and politics — for
your strong commitment to sustainable develop-
ment. We aim to continue working with you
toward this common cause.

Lot /4/&-/&

Kathrin Menges
Executive Vice President Human Resources
and Chair of Henkel’s Sustainability Council



Sustainability strategy and management

Our goal for 2030

In order to meet the many
challenges the future holds,
we want to become three
times more efficient by 2030.
We call this “Factor 3” for
short. That means tripling
the value we create through
our business activities in
relation to our environmental
footprint.

Henkel Sustainability Report 2013

Sustainability strategy
and management

Our long-term perspective, anchoring in our core business and the clear
understanding of our employees are key requirements for progress
along the road to our sustainability goal: triple our efficiency by 2030.

Our ambition

Commitment to leadership in sustainability is
one of our core corporate values. Through our sus-
tainability strategy we contribute both to sustain-
able development and to our company’s economic
success.

As sustainability leaders, we aim to pioneer new
solutions for sustainable development while con-
tinuing to shape our business responsibly and
increase our economic success. This ambition
encompasses all of our company’s activities — along
the entire value chain. Our around 47,000 employees
all over the world have firmly embraced the prin-
ciples of sustainable development in their daily
work and think and act accordingly.

We are facing immense challenges: By the year
2050, the world’s population is expected to grow to
9 billion. The accompanying acceleration in global

economic activity will lead to rising consumption
and resource depletion. The effect of increasing
pressure on available resources is becoming more
noticeable around the world.

Achieving more with less

Our strategy is based on the Vision 2050 of the
World Business Council for Sustainable Develop-
ment (WBCSD): “In 2050, 9 billion people live well
and within the resource limits of the planet.” For us
as a company, this means helping people to live
well by generating value while using less resources
and causing less emissions.

This is the idea at the heart of our sustainability
strategy: Achieving more with less. We want to
create more value — for our customers and consum-
ers, for the communities we operate in, and for

our company - while reducing our environmental
footprint at the same time. To accomplish this,

we need innovations, products, and technologies
that can enhance quality of life and, moreover, use
less input materials.

Our ambitious targets for 2030

If we are to live in harmony with our limited
resources in 2050, we must become five times
more efficient. By 2030, therefore, we want to
triple the value we create through our business
operations in relation to the environmental
footprint of our products and services.

We can achieve this ambition of becoming three
times more efficient in different ways: We can triple
the value we create while leaving the footprint

at the same level. Or we can reduce the environ-
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Sustainability strategy and management

The Sustainability Council (from the left): Dr. Christian Hebeler, Marie-Eve Schroder, Dr. Peter Florenz, Dr. Tilo Weiss, Prof. Dr. Thomas Miller-Kirschbaum, Bertrand
Conquéret, Kathrin Menges (Chair), Dr. Thomas Forster, Dr. Andreas Bruns, Georg Baratta, Carsten Tilger, Thomas Gerd Kiihn, Michael Olosky. The Sustainability
Council steers the development and implementation of our global sustainability strategy. More details on page 6 and www.henkel.com/sr2013 | 3

mental footprint to one third of today’s level while
achieving our improvement in efficiency by deliv-
ering the same value.

To reach our ambitious goal by 2030 we will have
to improve our efficiency by an average of 5 to

6 percent each year. We have therefore set concrete
interim targets for our focal areas for the five years
from 2011 to 2015. For the period up to 2015, we
thus intend to improve the relationship between
the value we create and our environmental foot-
print by 30 percent overall. By the end of 2013, we
had achieved significant progress in all areas and
had already reached our 2015 targets in specific
areas, such as our 15 percent improvement in
energy efficiency and 50 percent improvement

in occupational health and safety.

Focal areas and strategic principles

We concentrate our activities on six focal areas
that summarize the challenges of sustainable
development as they relate to our operations. In
each of these focal areas, we drive progress along
the entire value chain through our products and
technologies. We have subdivided the focal areas
into two dimensions: “more value” and “reduced
footprint.” In order to successfully establish our

strategy and reach our goals, both of these dimen-
sions must be ever-present in the minds and day-
to-day actions of our around 47,000 employees
and mirrored in our business processes. We have
defined three strategic principles to achieve this:
products, partners, and people.

“We see our clear

| sustainability

= strategy as a success
factor and competi-

A

Kasper Rorsted
Chairman of the
Management Board

tive advantage.”
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Analysis of our influence along the value chain

From measuring our own production through to comprehensive quantification

Systematic collection of
sustainability data for our

Systematic expansion of
data collection along the

production sites and life value chain (including

cycle analyses for important raw materials, logistics,
product categories; proficient and use)

estimation of raw materials

and logistics

Our management and reporting systems

Henkel first reported in 1992 on its achievements
and progress in the area of environmental protec-
tion at its production sites, on product improve-
ments and findings from initial life cycle analyses.
Henkel subsequently began preparing an annual
report on relevant sustainability topics and the
company’s worldwide activities.

In 2013, we collected data on 163 sites representing
99 percent of our global production volume. Rep-
resentative life cycle analyses cover around 70 per-
cent of our sales across all product categories, and
in our innovation process we systematically assess
the contributions that our products make to sus-
tainability. We are currently using the knowledge
we have gained to further improve our assessment
and measurement systems to allow us to make an
integrated assessment of our progress toward our
20-year goal for 2030 across the entire company
and our value chains.

Assess and manage progress

Henkel is developing various measurement meth-
ods to optimize the “Value” and “Footprint” dimen-
sions. These allow the actions to be identified that
have the greatest effect on sustainability along the
value chain.

The various instruments are summarized in the
Henkel Sustainability#Master® (see page 19). At the
heart of this evaluation system is a matrix that can
be used to assess changes in the “Value” and “Foot-
print” dimensions.

Sustainability data
integrated and fully
quantified in all rele-
vant processes and
data platforms along
the entire value chain

We use the results to develop measures for
improvement and innovations with improved
sustainability profiles. Only by considering the
entire life cycle can we ensure that the actions
taken will improve the overall sustainability
profile of our products.

We also use the Henkel Sustainability#Master® in a
variety of different ways to conduct dialog with
retail partners, non-governmental organizations,
research institutions, and other stakeholders.

Development of accounting methods

We are working with selected partners to further
develop and standardize the accounting methods
used for the environmental footprint of our busi-
ness activities, and for the value created for our
customers, consumers, and the communities in
which we operate. For example, we participate in
the Sustainability Consortium, the Consumer
Goods Forum, and the World Business Council
for Sustainable Development (WBCSD).

In a joint project with the International Council of
Chemical Associations (ICCA) and the WBCSD, we
developed guidelines for measuring and commu-
nicating how greenhouse gases can be avoided in
value chains.

We are also participating in the current EU Com-
mission “Product Environmental Footprint” proj-
ect coordinated by the International Association
for Soaps, Detergents, and Maintenance Products
(A.LS.E.) that is aimed at establishing a standard
method for calculating the environmental foot-
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print of products. Determining further indicators Chaired by a Management Board member and
for the “Value” dimension is of particular interest reflecting all areas of the company, the Sustain-
to us in this project, and we are working on this, ability Council steers our global sustainability
for example, in a case study together with the Uni- activities as a central decision-making body.
versity of Kassel in Germany. Its members represent the business units and

corporate functions responsible for putting our

sustainability strategy into operational action.
Organization and management

The Compliance organization at Henkel ensures
The Henkel Management Board bears overall compliance with legal regulations and internal
responsibility for our sustainability strategy and guidelines.
for our compliance organization.

Sustainability targets on the road to “Factor 3” (as of December 31, 2013, relative to base year 2010)

Focal area Targets Status
Performance
» At least 10 percent more sales per production unit by 2015. o

Social Progress

» Continuous training and professional development of all employees as appropriate to their tasks. o

« Annual increase of one to two percentage points in the proportion of female managers ®
(see pages 35 and 36).

Health and Safety

@ « A 20 percent reduction in the worldwide accident rate by 2015. o

* A 50 percent reduction in solvents used in consumer adhesives by 2020. o

Energy and Climate

» A 15 percent reduction in energy consumption — and the associated CO, emissions — per production ®
unit by 201s.

» Regular checks of our production sites to determine whether the use of renewable energy sources ()
is environmentally and economically worthwhile.

Water and Wastewater

« A 15 percent reduction in water consumption per production unit by 2015. @

Materials and Waste
» A 15 percent reduction in the waste footprint per production unit by 2015. ®
« Ensuring that the entire volume of palm oil and palm kernel oil used in the form of raw materials

in our products is covered by certificates from the Roundtable on Sustainable Palm Oil (RSPO) by 2015.

" Overarching goals for all our focal areas
« All new products contribute to sustainable development in at least one focal area. o
/ « Establishing a recognized measuring system in order to assess the contributions our products make along

the value chain and to quantify the progress achieved in our product categories.

® Achieved/Progressing as planned Stronger focus needed @ Not achieved
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Corporate
governance

We provide comprehensive
information on corporate
governance, compliance,
and the remuneration report
of the Management Board, in
the Annual Report, pages 25
to 41, and on the internet:
www.henkel.com/sr2013 | 4

Globally uniform standards

From our Vision and Values, we have formulated
binding behavioral rules which are specified in

a series of codes and corporate standards. These
apply to all employees worldwide, in all business
areas and cultural spheres in which we operate.

The Code of Conduct contains the most important
corporate principles and behavioral rules. It is
supplemented by guidelines for dealing with
potential conflicts of interest. These guidelines
are a key element of our preventive measures
against corruption.

Further corporate standards — including our Code
of Corporate Sustainability — address specific
topics such as compliance with competition and
antitrust laws; safety, health, environment, and
social standards; as well as public affairs.

The codes and corporate standards also provide
the basis for implementing the United Nations
Global Compact initiative, which Henkel joined
as early as 2003.

www.henkel.com/sr2013 | 5
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Our Compliance organization

Our Compliance organization has global respon-
sibility for all preventive and reactive measures.

It is supported by integrated management systems
and an organizational structure with clearly
defined responsibilities.

The Chief Compliance Officer reports directly to
the Chairman of the Management Board. He is
supported by the Corporate Compliance Office, our
interdisciplinary Compliance & Risk Committee,
and 50 locally appointed compliance officers all
over the world. Our corporate data protection of-
ficer is also part of our Compliance organization.
Together, this team coordinates the flow of infor-
mation and helps our employees to implement our
requirements locally — for example, through train-
ing courses tailored to take local challenges into
account.

The Chief Compliance Officer reports on any
infringements, as well as the measures taken to
deal with them, to the Management Board and
the Audit Committee of the Supervisory Board on
a regular basis. Our internal reporting and com-
plaints channels were also augmented by a com-
pliance hotline, which was set up to enable
employees to report infringements of our Code
of Conduct, internal standards, or applicable laws.
Itis run by an independent external provider and
is available in 76 countries.

Our organization for sustainability

Henkel Management Board

Sustainability Council

. Regional and
Business 8 . Corporate
. national .
units . functions
companies

The Sustainability Council, as a central decision-making body, steers Henkel’s global sustainability activities. Its members represent
the business units and corporate functions. www.henkel.com/sr2013 | 6
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Focus on communication and training

Since we operate on a global scale, our employees
find themselves in a variety of legal and value sys-
tems. Many of our employees work in countries
where, according to surveys by organizations such
as Transparency International, there is a greater
risk of encountering corrupt practices. Even in
such surroundings, the same applies to all employ-
ees without exception: Henkel strictly opposes
infringement of laws and standards, and rejects
dishonest business practices.

To impart clear rules of conduct to our employees,
and especially to avoid any conflicts of interest in
everyday work situations, our compliance pro-
grams focus on regular training courses and com-
munication measures. In 2013, we trained more
than 10,800 employees around the world in semi-
nars on this subject.

Our managers play a key role in regard to compli-
ance. Given their position within the company,
they bear a special responsibility to set an example
for their staff. Only if our managers are seen to act
in an ethically and legally impeccable manner will
compliance be and remain a guiding principle for
the actions of all employees.

For this reason, all of our 10,000 managers across
the globe must participate twice a year in our man-
datory Compliance eLearning program which
addresses many different compliance topics. The
main emphasis is on anticorruption and antitrust law.

Zero tolerance for violations of regulations

Improper conduct is never in Henkel’s interest.
The Management Board and senior management
circles at Henkel all subscribe to this fundamental
principle. Improper conduct undermines fair
competition and damages our trustworthiness
and reputation. Our employees attach great
importance to a correct and ethically impeccable
business environment.

We react forcefully to violations of laws, codes and
standards. Where necessary, we initiate appropri-
ate disciplinary measures. In 2013, 11 employees
received written warnings, and 30 contracts were
terminated as a result of conduct violating compli-
ance rules.

Sustainability strategy and management

External audit of the compliance
management system

Henkel’s compliance culture involves continuous
monitoring and improvement of the compliance
process. As a result, our global compliance man-
agement system was audited by external auditors
in 2013 based on the IDW PS 980 auditing standard
with respect to the appropriateness, implementa-
tion, and effectiveness of the compliance pro-
cesses in the areas of competition law and anti-
corruption. Henkel is one of the few German
corporations to successfully pass this special audit.

Results of our audit programs

The Head of the Corporate Audit department
reports directly to the Chairman of the Manage-
ment Board. We carry out regular audits based on
our risk-based audit planning at our production
and administration sites, and at our subcontrac-
tors and in logistics centers to verify compliance
with our codes and standards. The audits are a key
instrument for identifying risks and potential
improvements.

Main focus of audits
in 2013

In 2013, we conducted 57 audits around the world.
In the course of the audits, a total of 2,131 correc-
tive actions were agreed upon. The main emphases
in 2013 were on the supply chain and operations,
and on our Safety, Health and Environment (SHE)
standards. Compliance with the SHE Standards
was audited at 93 sites, resulting in the initiation
of 480 optimization measures. Maintenance of our
Social Standards and our Diversity & Inclusion
Policy was integrated into the audits carried out
at 16 sites in different parts of the world.

Percentage distribution of the
2013 Henkel audit program

® 37% Supply chain,
production, SHE
All audit results, including the monitoring of our 23% Marketing, sales,

SHE and Social Standards, are included in the Cor- purchasing
porate Audit department’s annual report to the 21% Information tech-
Henkel Management Board and the Audit Commit- nology, human

. resources
tee of the Supervisory Board. )
19% Finance,

accounting
The Corporate Audit department also trains our

staff in aspects of compliance, risk management
and internal monitoring. In line with this policy,
we again trained 569 employees from all business
units and functions across the globe in seminars
and during our audits held in 2013.




Award-winning
suppliers

Close cooperation with our suppliers
leads to innovative solutions that
improve the sustainability of the entire
value chain.

Dr. David Lee, Director of
Research & Development at
the American manufacturer
MonoSol, and Erika Martinez
from Henkel’s Research and
Development department
work on further develop-
ments to the water-soluble
and biodegradable film for
laundry and dishwashing
detergents.

As part of our supplier management activities,

we work specifically with our strategic suppliers
to initiate positive changes throughout the value
chain, for example through joint projects on pro-
cess optimization, resource efficiency, environ-
mental and social standards, and innovations.
Henkel has been recognizing its suppliers for par-
ticularly innovative solutions since 2008. In addi-
tion, the three business units have presented a
special sustainability award in the last two years.

Laundry & Home Care awarded MonoSol for
developing a water-soluble and biodegradable
film for laundry and automatic dishwashing
detergents. This is used, for example, in Persil
Duo-Caps and Somat Gel Tabs.

Beauty Care recognized Evonik Industries for its
help in developing a new category of styling pow-
ders. Unlike mousse styling products in aerosol
cans, the powder does not use any volatile
organic compounds. In addition, using fewer
resources reduces the product’s CO, footprint
by around 9o percent.

Adhesive Technologies presented its sustainability
award to Bayer AG for its adhesive components
that enabled Henkel to become the market leader
in sustainable wood construction adhesives.
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Purchasing and supplier management

Purchasing and
supplier management

We expect our suppliers to satisfy our sustainability requirements.
We want to work together on an ongoing basis to help improve the

supply chain.

Worldwide purchasing markets

Henkel currently has suppliers and other business
partners from about 130 countries. More than
70 percent of our purchasing volume comes from
countries that belong to the Organization for
Economic Cooperation and Development (OECD).
However, we are also increasingly opening up
new purchasing markets in states that are not
OECD members. We place the same exacting
demands on suppliers worldwide. Our suppliers
are assessed in a comprehensive process that
covers sustainability performance and risks as
well as key commercial and operating indicators.

What we expect from our business partners

We expect our suppliers and business partners to
conduct themselves in a manner consistent with
our sustainability requirements. In selecting and
developing our suppliers and other business part-
ners, we consider their performance in regard

to sustainability. This is based on our globally
applicable corporate purchasing standards and the
Safety, Health and Environment standards that we
formulated as early as 1997, thereby demonstrating
even at that time our commitment to assuming
responsibility along the entire value chain.

Binding supplier code

Compliance with the cross-sector Code of Conduct
of the German Association of Materials Manage-
ment, Purchasing, and Logistics (BME) is manda-
tory for all Henkel’s suppliers worldwide. Henkel
joined the BME in 2009, as its code is based on the
ten principles of the United Nations Global Com-
pact and can therefore be used internationally.

The BME code serves as the basis for contractual
relationships with our strategic suppliers. This
means that they have either recognized the cross-
sector BME code — and hence the principles of the
Global Compact - or produced their own compa-
rable code of conduct.

Responsible Supply Chain Process

In line with our sustainability strategy, we intend
to achieve more with less. To do this, we have
introduced an updated, five-step Responsible
Supply Chain Process. This focuses on two main
challenges. First, ensuring that all of our suppliers

comply with our defined sustainability standards.

Second, we aim to purposefully work with our
strategic suppliers to continuously improve
sustainability standards in our value chain -
for example, through knowledge transfer and
continued education about process optimization,
resource efficiency, and environmental and social
standards.

Henkel is one of the signato-
ries to the cross-sector Code
of Conduct of the German
Association of Materials
Management, Purchasing,
and Logistics (BME).

www.bme.de

“Our suppliers are

; important partners

A iy
-~ 1
4 that help us improve
K the efficiency of our

Carsten Knobel

Executive Vice President
Finance (CFO)/ Purchasing /
Integrated Business Solutions

processes and the
sustainability pro-
file of our products.”
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Responsible Supply Chain Process

Step 1:
Risk assessment

Step 2:
Assessment

This process is performed both at the beginning of
our relationship with a supplier and as a regular
check of our existing suppliers.

Step 1: Risk assessment

Henkel uses an early warning system for sustain-
ability risks in global purchasing markets. We
begin by estimating the potential risks in a market
or aregion. In doing so, we concentrate on coun-
tries identified by international institutions as
being associated with heightened levels of risk.
The assessment includes the criteria of human
rights, corruption, and the legal environment.

We also appraise a second dimension, that of risk
value chains. These are industries and sectors

that we consider to potentially represent a specific
risk for our company. This is how Henkel identi-
fies risk countries, value chains and, therefore,
purchasing markets that score high in terms of
hot topics.

Step 2: Assessment

We use supplier self-assessments based on ques-
tionnaires and also have assessments performed
by independent experts. Both of these cover our
expectations in the areas of safety, health, environ-
ment, quality, human rights, employee standards,
and anticorruption. Around 600 assessments were
performed in 2013.

Step 3: Analysis

Based on these risk assessments, we classify sup-
pliers according to a “traffic light” system. A “red”
score always leads to an audit. In the case of a
“yellow” score, the areas where improvement is
needed are identified and the supplier is audited
if necessary.

Step 4: Audit

Henkel works with independent audit companies
to audit compliance with defined standards. Our
audits include on-site inspections, e.g. at produc-
tion sites, and discussions with local employees.

Step 3:
Analysis

Step 5:
Further
development

Step 4:
Audit

Follow-up measures after an audit ensure that
suppliers implement the corrective actions that
have been specified. Repeated serious non-compli-
ance leads to prompt termination of the supplier
relationship. In this area, we also actively partici-
pate in cross-sectoral initiatives with the aim of
improving the transparency and efficiency of sup-
plier audits and helping to establish cross-com-
pany standards. We conducted a total of around
200 audits in 2013.

Step 5: Further development

As part of our supplier management activities, we
work intensively with our suppliers to improve
sustainability performance. We strive to initiate
positive changes throughout the value chain,
through training programs and joint projects on
process optimization, resource efficiency, and
environmental and social standards.

On the whole, all of the strategic suppliers and
other business partners that were assessed in 2013
satisfied our expectations.

Early warning system for risk markets

One example of a risk market is the purchasing

of raw materials for soldering pastes and similar
products for the electronics industry. These con-
tain metals — mainly silver, copper, and tin - to
make them electrically conductive. In some coun-
tries, the mining of cassiterite (the main source of
tin) is often associated with military conflicts and
human rights violations. In recent years, we have
repeatedly reviewed our direct suppliers of metals
and requested them to supply documentary evi-
dence that they do not obtain or process metals
from critical regions.

Since 2012, working with external partners, we
have also developed additional early warning
systems that identify risk profiles as early as the
assessment phase. These now cover approximately
100 purchasing markets and all risk countries.
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In the USA and other countries, we are collaborat-
ing closely with electronics industry associations
to define an official auditing process for metals
suppliers.

Another example is the purchasing of advertising
giveaways, which are often manufactured by third-
party suppliers in low-wage countries. To ensure
compliance with our sustainability standards in
this area as well, we analyze the profiles of the rel-
evant suppliers before awarding any contracts for
such goods.

“Together for Sustainability”

In 2012, Henkel and five other companies in the
chemical industry established an initiative enti-
tled “Together for Sustainability - The Chemical
Initiative for Sustainable Supply Chains” (TfS). It
is based on the principles of the United Nations
Global Compact and the Responsible Care Initiative
of the International Council of Chemical Associa-
tions (ICCA).

The Initiative’s aim is to harmonize the increas-
ingly complex supply chain management pro-
cesses and to optimize the dialog between world-
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wide business partners. Above all, synergies are

to be created, so that resources can be used more
efficiently and with a minimum of administrative
effort, not only among the member companies but
with all of our shared suppliers. At the heart of the
Initiative is the idea: “An audit for one is an audit
forall”

In the future, suppliers will only need to pass one
assessment or audit. These are performed by
independent experts and an internet platform is
then used to make the results available to all
members of the Initiative for information and
approval.

In 2013, the Initiative successfully completed a
twelve-month pilot phase of assessments and
audits for the global supply chains of the member
companies. TfS members performed around e e n—
2,000 assessments and audits during the pilot 2]

phase. Around 30 main criteria were specified
for TfS audits and around 40 qualified auditors
identified.

The next step will be to expand the activities of
the TfS initiative into other purchasing markets
and acquire new members.

www.tfs-initiative.com

Joint platform for sustainable and efficient supplier management

TfS member

TfS assessment

by EcoVadis actions
Supplier code
I N\ 10GETHER
' SUSTAINABILITY

TfS supplier audit
Sales and risk

analysis

N

Assessment results and audit reports are made available
to all TfS members

“Together for Sustainability” initiative (TfS)

Corrective

Corrective
actions

TfS member

New
assessments /

audits 1
' Follow-up controls

TfS members are responsible for using supplier codes and risk analyses to define their supplier requirements. Assessments

and audits are then performed by independent experts for the Initiative. Performance is assessed in the areas of management,
environment, health and safety, employment rights, human rights, and ethical corporate governance topics. A new assessment
or audit is used to check that corrective actions have been implemented. Follow-up controls and subsequent supplier manage-
ment is the responsibility of the individual member companies.
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The world’s largest adhesives plant
in China sets new standards for
sustainable production in the emerg-
ing markets.

'l

Engineering Manager Dong- The adhesives plant opened in Shanghai by the
qing Lu explains to his col- Adhesive Technologies business unit in 2013 is a
league Riona Chen, Adhesive K . .

Technologies Supply Chain, model of sustainability and efficiency. Compared
how the equipment of the to a traditional production plant, the outstanding
new plant helps Henkel environmental and efficiency standards of the new
achieve its sustainability . .

targets. plant allow resource efficiency to be improved,

while reducing waste and environmental impact.

The machines providing compressed air for pro-
duction are one example. Instead of simply blow-
ing generated heat into the air, water is pumped
around the compressors through a special heat
exchanger. The warm water is used in the sanitary
facilities and for heating offices on the 50,124 square
meter property at the site. Resource efficiency also
plays an important role in the water treatment

equipment for production. By reusing condensed
water, water consumption is reduced by half. In
addition, an integrated recycling system saves
around 60 percent of the packaging materials,
containers and wooden pallets used. Transparent
ceilings reduce electricity use for factory lighting
by 9o percent. And innovative filling equipment
prevents adhesive losses.

The adhesives plant, the world’s largest, opened
in September 2013 and serves around 2,000 cus-
tomers in China and the rapidly growing Asia-
Pacific region. The Shanghai site was chosen after
a detailed analysis, and is optimally located near
to customers and suppliers, thereby reducing fuel
use and emissions.
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Production and logistics

Production and logistics

We continuously improve the processes used in all our production sites
and logistics in order to achieve our sustainability targets and to become

three times more efficient by 2030.

Clear targets for our production operations

Henkel has production sites in 54 countries.
We work hard to continuously improve our
processes and site structures at all of these pro-
duction sites, while simultaneously focusing on
reducing energy, water, materials consumption
and environmental impacts as an important
part of our promise of quality.

Keeping our 20-year goal of “Factor 3” in mind, we
have set concrete interim targets for our produc-
tion sites. By 2015, we not only aim to make 15 per-
cent reductions in our energy use, water use, and
waste production per production unit, but also to
reduce our worldwide accident rate by 20 percent.
By the end of 2013, we had achieved significant
progress in all areas and had already reached our
2015 targets ahead of schedule in specific areas,
such as our 15 percent improvement in energy
efficiency and 50 percent improvement in occu-
pational health and safety.

Worldwide optimization programs

In line with our strategy of achieving more with
less, our business units develop both general and
specific optimization programs for their locations,
since the various production processes involved
in making products such as household cleaners,
skin creams or tile adhesives allow different
approaches to improvements.

By the end of 2013, the headquarters and 24 other
sites in the Laundry & Home Care business unit
had been certified under the new standard for
energy management, ISO 50001. All of the estab-
lished modules work together to ensure the ambi-
tious targets are achieved by 2015: sustainability
scorecards define targets and track measures for
each site. A process-specific internet-based energy
measurement system permits energy use to be

tracked in real time at all sites. And the manage-
ment system, extended to include “energy,” not
only clearly defines responsibilities at each site, it
also ensures that monitoring leads to continuous
improvement.

Moreover, the Manufacturing Excellence Program of
the Laundry & Home Care business unit, which sets
and monitors best operating practice standards for
focal points in the plants, was extended to include
the areas of “sustainability” and “efficiency.”

In order to ensure that the “Total Productive Man-
agement Plus” optimization program identifies
small efficiency losses and implements counter-
measures quickly, the Beauty Care business unit
also monitors its processes in real time. In this
way, measurements of electricity, gas or water use,
for example, increase transparency, allowing the
production process to be controlled more efficiently.

© @

New warehouse at
the Diisseldorf site

The compact construction

of the new high-bay ware-
house for the Laundry &
Home Care business unit
reduces energy use. The
warehouse has a capacity

of 90,000 pallets, is fully
automated, and is connected
directly to the nearby laundry
detergent production plant
by means of a conveyor belt.
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Examples from other sites:
www.henkel.com/sr2013 |7

Successful implementation of measures in the
energy management system was confirmed by
certification of seven sites under the ISO 50001
standard.

The Adhesive Technologies business unit intro-
duced a new organizational structure in 2013 based
on a lean production approach that achieves
extensive resource conservation. In workshops,
we analyze value streams worldwide and identify
possibilities for improving energy and water use,
and reducing waste. By waste, we mean any form
of waste including, for example, unnecessary
goods transport, inventory, waiting times, excess
production, and downtime.

Globally networking production sites, sharing
best practice examples, and standardizing proc-
esses allows us to exploit synergies and conserve
resources. This optimizes the relationship between
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the value created and our environmental footprint
along the value chain. All our sites contribute to
the achievement of this goal.

In all three business units, our improvement
measures aim to reduce the environmental foot-
print within and beyond our production opera-
tions. New warehouse concepts and the produc-
tion of packaging materials directly on-site where
filling takes place reduce transport mileage and
thus also contribute to climate protection (see
page 13 below).

Standards and management systems

Our worldwide programs are based on globally
uniform standards for safety, health, environment
(SHE) and integrated management systems. The
SHE Standards and our Social Standards apply to

Worldwide: Selected examples of contributions to resource efficiency in 2013

Focal areas Measures

KruSevac, Serbia: Modernization projects reduced the water used for laundry detergent
and household cleaner production by 11 percent and energy used for internal raw mate-
rials transport by 5 percent. Over the last three years, total energy use has decreased by
20 percent and water use by 50 percent.

Vienna, Austria: Targeted recycling of pallets, containers, and bags reduced waste by
37 percent at the laundry detergent plant.

Alberton, South Africa: In 2013, the adhesives plant introduced a new ultrafilter techno-
logy for treating wastewater. The resulting water quality significantly exceeds the local
legal standard. Reverse osmosis enables the water to be reused in production and rein-
troduced into the water cycle in the future.

Dammam, Saudi Arabia: Waste production was reduced by 62 percent at the adhesives
plant by recycling pallets and using a new technology to eliminate edge trimming. In
addition, equipment for measuring water flow and blinds to reduce evaporation from
open tanks reduced water use by 33 percent.

Chonburi, Thailand: Better control of air conditioning equipment and automated
entrances reduced energy use by 14 percent at the cosmetics plant.

o eee o e e

Bogotd, Colombia: An optimized monitoring system and investments in more efficient
production equipment reduced energy consumption by 30 percent over the past five
years. The volume of wastewater fell by 49 percent and waste was reduced by 75 percent.
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all sites. We ensure compliance with these standards
at the production level through our internal audit
program (see page 7).

We regularly conduct environmental and safety
training sessions at all sites. Here, the employees
are trained on topics such as protective equipment,
fire protection, warehousing, and first aid - often
by external specialists as well. This is because
behavior at the local level plays a key role in Henkel’s
successful focus on sustainability and the imple-
mentation of our standards. The training program is
aimed at site managers and employees at all levels.

We have our environmental management systems
at the individual sites externally certified, wherever
this is expected and recognized by our partners in
the respective markets. At the end of 2013, about
95 percent of the production volume came from
sites certified to ISO 14001, the internationally rec-
ognized standard for environmental management
systems. 86 percent of our production volume is
covered by the ISO 9oo1 quality management
standard. The Adhesive Technologies business
unit has provided an overview of ISO certification
on the internet:

www.henkel.com/industrial

Collaboration with subcontractors

Third-party manufacturing constitutes an inte-
gral part of our production strategy and is used
flexibly for our products and markets. For exam-
ple, we may use toll and contract manufacturers
when entering new markets or introducing new
products and technologies. In these cases, the cor-
responding production volume is often still small.

In other circumstances, the use of external partners
helps to optimize our production and logistics net-
work and to increase resource efficiency. Currently,
we source about 10 percent additional annual
production volume from toll and contract manu-
facturers.

Our requirements regarding quality, environmen-
tal, safety, and social standards are an integral part
of all contractual relationships and order place-
ments. They were applied to finished goods suppli-
ers for the first time in 2013. We monitor them using

audits carried out by our own staff and, increasingly,
by specialized third-party service providers. We
aim to establish long-term collaborations with our
toll and contract manufacturers. This also includes
adding them to our environmental data recording
systems.

We already began collecting data on energy, water,
wastewater, and waste parameters for selected toll
and contract manufacturers starting in 2011. The
Beauty Care business unit plans to collect envi-
ronmental and production data for all of its exter-
nally produced production volume during the
course of 2014.

Starting in 2014, in addition to environmental data,
the Adhesive Technologies business unit will also
begin regular data collection for accident rates at
toll and contract manufacturers in order to check
compliance with our safety standards.

Production and logistics

@

SHE training from the
first day on the job

The Adhesive Technologies
business unit developed a
course in safety, health and
the environment (SHE) for
new employees in the Africa/
Middle East region and India.
The photo shows employees
in Dammam, Saudi Arabia
(from left): Project Engineer
Adeseye Durodola, respon-
sible for SHE Standards, Asad
Uaman and Orlando Rubio.



Occupational safety
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on the right track

A raw material for hair care
products produced by BASF
at the Disseldorf site has
been transported by rail to
our plant in Wassertriidingen
since 2013. The distance is
approximately 500 kilometers,
and a single rail car replaces
three trucks. This reduces CO,

emissions by around 270 met-

ric tons per year.

Occupational safety

Long-term objective: zero accidents

Occupational safety has the highest priority at
Henkel. Our long-term objective of “zero acci-
dents” remains unchanged. We therefore con-
tinuously improve our occupational health and
safety measures. Thanks to the great dedication
of our employees, we were able to reduce our acci-
dent rate by 83 percent during the period from
2002 to 2010. Henkel now plans to reduce the
number of occupational accidents by a further
20 percent by 2015. In 2013, the number was

0.6 occupational accidents per million hours
worked, a very low level by comparison with
international figures.

Behavior-based safety training

To achieve our goal, we insist on strict compliance
with our Safety, Health and Environment Stand-
ards (SHE). We focus on technical measures and
special training programs to create employee
awareness and avoid occupational accidents.
Training sessions and action days are therefore
regularly held at all sites. In 2013, the Adhesive
Technologies business unit conducted com-
prehensive SHE training for all new employees in
the Africa/Middle East region (see page 15). The
Laundry & Home Care business unit also held
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training sessions for all of its production man-
agement employees as part of the 2013 Safety
Excellence program. The training modules ranged
from “safety-related inspections” all the way to
“investigation of near accidents.” The Beauty Care
business unit trained its employees as part of the
“Total Productive Management Plus” program.

We also conduct training sessions for the staff of
contractors working at our sites. Our comprehen-
sive approach to occupational safety is showing
progress: 9o percent of our worldwide sites were
accident-free in 2013.

Fatal occupational accidents

Unfortunately, in spite of the great attention we
pay to occupational health and safety, we had two
fatal occupational accidents in 2013. An employee
of an outside firm was fatally injured during build-
ing demolition at our Kru$evac plant in Serbia due
to improper use of personal protective equipment.
At our Bay Point site in California, an employee
from a temporary employee agency was fatally
injured at a production equipment. These accidents
show that we have to spend further effort on safety
training. We also had two further employee deaths
in connection with the armed conflict in Syria.
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Logistics and transport

Logistics planning for different products

Our logistics planning is tailored to the nature of
the final products to be transported. For relatively
bulky products, we reduce the transport mileage and
the resulting environmental impact by maintaining
regional production sites. This applies especially
to our laundry detergents and household cleaners,
and to some cosmetics and adhesives. More com-
pact products with a low specific weight make
fewer demands on transport, so we produce them
centrally in large quantities wherever possible. Our
instant adhesives, for example, are produced at
just a few sites worldwide.

Emissions reduction initiatives

We are optimizing our logistics structures and
concepts throughout Henkel in order to reduce our
transport emissions. The location of warehouses
and distribution centers should minimize the dis-
tance between our sites and our customers. Wher-
ever possible, we combine transports between
individual sites and to central warehouses in order
to reduce transport mileage across the entire Group.

The Adhesive Technologies business unit, for
example, built a central warehouse in Rotterdam
where all products for transport to Africa and the
Middle East can be collected to ensure optimal
capacity utilization of transport units.

The Beauty Care business unit changed over from
truck to rail transport of an important raw material for
hair care products in our plant in Wassertriidingen,
thereby reducing CO, emissions by 270 metric tons
per year (see picture on opposite page). We also
cooperate with retail partners and suppliers of other
products to increase truck capacity utilization

and thereby reduce CO, emissions. A new service
center for customers of the pallet logistics partner
CHEP at the Diisseldorf site reduced the annual
CO, transport emissions of the Laundry & Home
Care business unit by 27 percent. Lead times and
warehousing are also reduced, while improving
reaction time and flexibility.

We consider logistics as early as the product
development stage. Concentrates and lighter
packages reduce transport weight and therefore

result in lower CO, emissions. We publish other
measures taken to reduce our transport and logis-
tics emissions on the internet at:
www.henkel.com/sr2013 | 8

Requirements on our logistics partners

Worldwide, more than 9o percent of the transport
of our products from the production site to the
warehouse, and from the warehouse to the cus-
tomer, is now carried out by external logistics
companies. We already take efficiency and envi-
ronmental performance into account when choos-
ing our transport partners. Criteria to this effect
have been a part of our request for proposal pro-
cess and tenders for the purchase of logistics ser-
vices since 2010. These include the definition of
energy-saving targets, measures for modernizing
vehicle fleets, and investments in programs that
optimize routes and record emissions.

Logistics and transport

Product transports per
transport mode in 2013

® 79% road
11% sea
8% rail
2% air’

T Air freight is not one of our
standard shipping methods.
It is only used when our
customers require extra-fast
delivery.

Overall picture: our operational carbon footprint in 2013

Direct greenhouse gas
emissions (Scope 1)

Indirect greenhouse gas
emissions (Scope 2)

Emissions due to energy
consumption at our
production sites

Emissions due to bought-in
energy (gas, fuel oil, coal,
renewable energies)

| |

308,000 metric tons (22 %) 326,000 metric tons (23 %)

| |

1,411,000 metric tons

Indirect greenhouse gas
emissions (Scope 3)

Product transports to
customers (all transport
modes): 617,000 metric tons

Business trips (train,
airplane, company car):
90,000 metric tons

Administration sites / ware-
houses: 70,000 metric tons

|

777,000 metric tons (55 %)

}

Henkel’s own CO, emissions are primarily caused by energy generation and consumption. Other
CO, emission sources are not relevant for our business operations. The same applies to emissions
of other greenhouse gases. They account for less than one percent of the Scope 1 and Scope 2
emissions. Scope 3 emissions, especially those associated with raw materials and product use, are

calculated at the product level.
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Sustainability stewardship
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Sustainability stewardship

Our products are used millions of times worldwide every day.
They therefore offer enormous potential for contributing to sustainable

development.

Innovation management

Product innovations play an essential role if we are
to decouple increased quality of life from resource
consumption. This is why one of the strategic prin-
ciples for implementing our sustainability strategy
is: “our products.” They should offer customers and
consumers more value and better performance
while having a smaller environmental footprint. For
us, this is not a question of developing individual
“green” products where only the environmental
profile has been improved. Our aim is to continu-
ously improve all products across our entire port-
folio, taking every aspect into account. A high
degree of innovativeness is very important in
achieving this.

In 2013, Henkel employed about 2,600 people
in research and development and invested
415 million euros in these activities. In order
to steer product development in line with our
sustainability strategy from the outset, our focal
areas have been anchored in the Henkel inno-
vation process since 2008.

Product and consumer safety

Our customers and consumers can be certain that
our products are safe when used as intended. All
raw materials and finished products are subjected
to numerous assessments and tests to ensure a
high level of safety during production, use, and
disposal. This is based on ensuring compliance
with legal regulations and farther reaching Henkel
standards.

Our product developers and experts for product
safety assess ingredients according to the latest
scientific findings and concrete safety data. They
continuously track Henkel products on the market
and incorporate the insights gained into the assess-
ments. In addition to considering the basic hazard
potential of a substance, our safety assessments
focus especially on the actual concentration in the
specific formulation and the conditions of use.

The safety of chemical ingredients in products is
frequently the subject of heated public debates.
As a rule, we respond by critically reviewing the

Sustainability evaluation in the Henkel innovation process
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The Henkel focal areas have been systematically anchored into our innovation process since 2008. This means that, at a given point,
our researchers must demonstrate the specific advantages of their project in regard to product performance, added value for custom-
ers and consumers, and social criteria (“more value”). They also have to show how it contributes to using less resources (“reduced
footprint”). The Henkel Sustainability#Master® (see graphic at right) is one of the tools they use to assess the different contributions.



Henkel Sustainability Report 2013

scientific basis of our assessments with particular
care. The use of substances with certain dangerous
properties is precluded for specific applications
from the very start. In other cases, we work to fur-
ther improve health compatibility by developing
alternative ingredients.

Since many of our products pass into wastewater
after use, their composition has been designed so
that their use is not harmful to the environment.
Wastewater from chemical engineering applications
is treated using state-of-the-art technology to remove
harmful substances, and then disposed of properly.

Innovations and alternative test methods

Henkel has been carrying out successful research
since the early 1980s to develop new methods for

testing raw materials and products for safety and
compatibility. Advanced molecular biological meth-
ods are used to thoroughly investigate aspects
such as the effect of raw materials on human

skin cells so that optimized formulations can be
created. This is one of the basic prerequisites for
successful product innovations.

One of our primary goals is to be able to answer
questions about the safety of our products and the
ingredients we use exclusively without animal
testing. As a matter of principle, Henkel only uses
animal testing if this is stipulated by legal regula-
tions and there are no accepted alternative test
methods available for obtaining the necessary
safety data. We also naturally comply with statu-
tory requirements that prohibit animal testing,
such as the legal provisions on safety testing of
cosmetic ingredients in the European Union.

Henkel Sustainability#Master® - Sustainability assessment of products and processes

Henkel focal areas

Assessment along the entire value chain
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Materials and e.g. fewer
Waste petrochemicals

Footprint

The Henkel Sustainability#Master® combines various instru-
ments for measuring sustainability. This evaluation system
centers around a matrix based on the individual steps of our
value chains and on our six focal areas. The goal is to increase
the value of the product and simultaneously reduce its environ-
mental footprint. Hot spots (white fields) can be identified for
every product category on the basis of scientific measurement
methods, e.g. life cycle analyses and empirical data. These are
the fields with the greatest relevance for sustainability - this
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