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1.1

About Mammut

Mammut 7 from the ropeworks to the innovative global player
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Mammut is a Swiss company that was originally funded in 1862 as a establishment of ropeworks. The core

processes of Mammut' comprise the development, production and sale of functional clothing, mountain and

hiking shoes as well as a diverse offer of hardware for mountain sport and outdoor enthusiasts. Our large

outdoor product line is characterized by highest quality, functionality and security. We live Swiss technology

and perfectionwi t h o ur Hsautewls p io@wertha last ten years, the turnover of Mammut Sports

Group AG has mounted from CHF 25 to almost 193 million (see illustration 2.1.1). 70% of the turnover is

made abroad, about half of it is gained by the business unit apparel.

Illustration 2.1.1: increase in turnover of Mammut Sports Group AG, 1996-2008 in million Swiss francs (source: MSG
AG 2009)
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! See illustration 2.1.2: supply chain / core business processes of Mammut
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Our ropes are still exclusively produced in Seon;,, Made i n S heretstanelsfdr quality and security.
Alongside with a long tradition in the production of ropes, profound experience and well funded know-how in
the area of clothes, sleeping bags, shoes and accessoires, Mammut also refers to feedbacks of its numer-

ous athletes who regularly test Mammut equipment and take part in its development.

Our success throughout the last years is not only based on optimized products to perfectly fit our target
groups, but also on a partner relationship with our retailers and an extensive client service. Reinforced mar-
keting such as publicity campaigns, well elaborated catalogues and the close cooperation with well known

mountain athletes and partner organizations added up to this.

Illustration 2.1.2: supply chain / core business processes at Mammut (source: MSG AG 2009)

Kerngeschift /| Geschaftsmodell heute: Entwicklung, Herstellung und Vertrieb von Outdoorausriistung (B2B)

Product-Design & Sell-in Sell-out
Wertschopfungskette Ausgangs- und Entwicklung B Material-Lieferant ' Konfektionar Transport Absatzmittler Absatzmittler / Retail
Rohmaterial Product Management i (Fertigp ) / Spedition Lagerhaltung (Indirekter Vertrieb)

Leistungstrager
Process Ownership Unit Gore-Tex Luxly / ZKG Transporteur Mammut (Sales) Transa / Globetrotter
(exemplarisch fur BU Apparel)

Sustainability / IT / Finance Prozess A Corprate Social Responsibility (IT & Finance)
Innovation & Technology Prozess # Innovation und Technologie Management
Sortiments Prozess 4 Entwicklung Sortimentsprozess (Product Management)
Produktions- und Herstell Prozess m
Supply Chain Prozess 2 Mammut SC Management (Sourcing, Buying, Logistik, Lager, Lieferung)

Vertriebs Prozess (B2B) 2 Vertrieb |

Red indicates processes and services realized by Mammut, white marks services are provided by external

partners.?

The small industrial family business developed into a modern and innovative company that is among the

largest players of the outdoor sector. Counting 350 employees, daughter companies in Germany, Norway,

2 Ropes are produced in Switzerland.
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the USA and Japan, various brands such as Toko, Raichle and Ajungilak, a worldwide distribution net as

well as a wide infrastructure Mammut Sports Group AG is fit for a further growth.?

2 Corporate responsibility

Mammut is conscious of its social and ecological responsibility (CSR) and has integrated an encompassing
CSR strategy to its corporate strategy in 2008. Our vision is to offer the best alpine products and to assume
a high social responsibility. We are the first outdoor company to have joined Fair Wear Foundation, an inde-
pendent verification initiative for fair working conditions in developing countries. Furthermore we want to

leave the best possible ecological footprint, so that future generations may be mountaineers as well.*

2.1 Mission statement

We understand corporate social responsibility (CSR) as a management approach that makes social and
ecological responsibility a concrete element of our corporate strategy alongside economic logic. Our ap-

proach:
1 CSRis an integrated part of our corporate culture and is applied at all levels within Mammut.

1 CSRis arelevant innovation driver and opens up new business opportunities. Sustainability is re-

garded as a design criterion in its own right alongside price, performance and appearance.

T  We focus on customer needs and benefits as well as on market relevance. Investments in social and

ecological projects also create economic added value in the long term.

1 We aim to stand out from our competitors in the area of CSR as well, however we believe that there
are some issues we cannot resolve on our own. We therefore commit at industry level and cooperate

with the relevant internal and external target groups. CSR is a global team sport!

* see www.mammut.ch/de/company
4 see www.mammut.ch/de/csr.html
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1 CSRis a process of continuous improvement and changing established ways of thinking. We issue

transparent reports and communicate openly on this theme.

1 We are responsible for long-term, honest, integral and credible solutions and commitments.

2.2 Focus on our core business

We divide our corporate social responsibility into three different areas. The highest priority is set on social
and ecological concerns in our core business. Corporate governance, going beyond statutory obligations,
and corporate citizenship are complementary issues and take second priority. Read the individual sections

to find out more about our strategic CSR focuses.

CSR-Vision / Mammut Werte

Verantwortungsvolle & Gesellschaftliches
Transparente Engagement

Unternehmensfihrung Nachhaltiges Wirtschaften

Kerngeschaft

Global
Reporting
Initiative™

==\ FOUNDATION

Interne und Externe CSR-Kommunikation
www.mammut.ch/csr

2.2.1 Social responsibility throughout the supply chain

Non governmental organizations (NGOs) demand from companies that they respect international human

rights and labour standards throughout their economic activity. Social responsibility though concerns not

[MamMuUT |
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only the company level, but extends to the entire supply chain including fair business relations with suppliers
and human working conditions at factories. Pressure on companies has become more and more over the
past years so that nowadays none can ignore their social responsibility anymore. This argument is further

backed by the observed impact negative publicity about scandalizing working conditons has on a b

image. Social aspects have come to be considered in consumers decision to buy.

At the same time social responsibilityi s a signi ficant c¢challenge to a co
economics. Supply chains have become international and therefore more complex and less transparent. It is

not sufficient anymore if product managers, developers and purchasing staff are on regular visit to the facto-

ries. As we have come to realize, in order to guarantee fair labour conditions, a well functioning monitoring
system is necessary as well as external independent control. It is for this reason that we joined, as the first
outdoor company, Fair Wear Foundation (FWF) on October 1% 2008.

FWEF is a multi-stakeholder organization bringing together industry associations, NGOs and trade unions.

This unigue support structure guarantees independer
FWEF controls the effective, step by step implementation of the Code of Labour Practices by its member
companies. Beyond the social standards FWF aims at achieving real and sustainable improvements of la-

bour conditions in developing countries (more details in chapter 4)

2.3 Strategic orientation

At Mammut Sports Group, we apgshasogriedotimovationSTRIS unden t h e
standing is mirrored in the CSRitepnaissjtiated irothegepartmenat i o n e
Brand and Product Development (BPD) and comprises the equivalent of one full time position. It is further-

more charged with internal training, communication and internal coordination. The operational tasks relating

to our social responsibility are handled by the purchasing department with 40% of one full time position.
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Mammut Sports Group

CEO
Relf Schmid
Marketing Sales Finances Supply Chain
| |Brand- and Product-
Development
CSR
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2.4 Review 2009 & preview 2010

The overview belowsh o ws wher e we“r e at wiodrhbocidl tresponsibility dlomgrtieen t a t |

supply chain and what are the goals we set for 2010.

lllustration 3.4.1: review 2009 & preview 2010

Theme | Relevant issues goals 2009 status goals 2010 Priority Further info L

MAMMUT R
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Social issues

Systematic monitoring | - internal moni- Done - Consolidation of | High Chapters 3.2.2& | C
of working conditions | toring system - 74% of internal MS 4 p
along supply chain (MS) apparel sup- | - gradual exten- www.fairwear.org | ir
- systematic pliers cov- sion of internal V
monitoring of ered by in- MS to other prod- b
50% of apparel ternal MS uct groups re
suppliers, incl. 3 | - work plan fi
audits at facto- 2010 deli- y
ries vered on b
- FWF work plan | time
2010
Verification through - FWF manage- | - FWF MSA | - FWF follow up High Chapters 3.2.2 &
Fair Wear Foundation | ment system with very 4
(FWF) audit (MSA) at good results
Mammut head-
guarters
Social Annual Report | Social Annual Started Social Annual high Report available
Report 2009, Draft com- Report 2010 ac- on:
according to mented by cording to FWF www.mammut.ch
FWF FWF [csr
Publication
by April 2010
Integration of CSR Integration of Done gradual extension | low chapter 3.2.1 C
relevant criteria & FWEF relevant to other CSR p
processes in the Qual- | criteria & relevant criteria & ir
ity Management Sys- | processes in the processes

tem (QMS)

QMS

Overall : internal & external communication and transparency

3 Social issues

In 1992 Mammut Sports Group introduced its first code of conduct. It already integrated the Human Rights

Declaration as well as the norms of the International Labour Organization (ILO). By becoming a member of

Fair Wear Foundation (FWF) as of October 1* 2008, Mammut replaced the existing code of conduct with the

-FWF Code of Labour Practices”. This new code completed the previous one mainly by adding the criterion

of the right to a living wage.

In this chapter, we will try to give you an insight into why we joined Fair Wear Foundation and what are the

implications and consequences of this decision for us. The first section (4.1) highlights the FWF Code of

Labour Practice, being a core element in our partnership with FWF. Section 4.2 gives a review on achieve-

ments throughout this first year of membership as well as a preview for 2010, followed by detailed informa-

tion according to FWF reporting requirements.

MAMMUT SPORTS GROUP
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3.1 The FWF Code of Labour Practices

The FWF Code of Labour Practices (see box below) builds the basis to the member company in its monitor-

ing activities as well as to FWF in its verification task. In fact, every member company of FWF has to adopt

and commit to the FWF Code of Labour Practices when joining FWF. Member companies then communi-

cate the Code to their apparel suppliers, together with a questionnaire in orderto assesseach suppl i ¢
activities related to labour conditions and to gain their commitment to the Code. Monitoring activities, such

as social auditing and complaints handling, always reference the Code of Labour Practices.

Of course the Code of Labour Practices is not sufficient in itself to achieve fair working conditions. As expe-

rience has shown throughout the past two or three decades, left alone such a code might remain a simple

piece of paper with no implications on the supply chain. Systematic monitoring and independent controlling

were, as we realized, indispensable. It was after thorough study and discussion of the different social initia-

tives that we decided to join FWF.FWFi s a Eur opean verification inn-tia
dence is guaranteed through its structure as a multi-stakeholder organization. When verifying the step by

step implementation of the Code of Labour Practices, FWF examines the working conditions in the factory
aswellas the member company®s own ma nlagtenm®nds nottonlydhemo ni
factory management but also the member company are held responsible. As far as we understand, FWF

has among the highest requirements towards its members but offers, by its particular approach, at the same

time highest credibility. These elements characterize not only our relationship with Fair Wear Foundation,

but also our own commitment to fair working conditions along the supply chain.

FWF Code of Labour Practices

1. Mammut Sports Group undertakes to only trade in garments that have been pro- FAI R
duced under dignified working conditions. WE ! R

FOUNDATION

MAMMUT SPORTS GROUP ® 2
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2. To that end Mammut Sports Group agrees to implement the Fair Wear labour standards (section 3) in its
factories and agrees to put sufficient and effective efforts into ensuring that this code is followed by its con-

tractors, subcontractors, suppliers, and licensees.
3. Labour Standards

The Fair Wear labour standards are based on the conventions of the International Labour Organisation
(ILO) and the Universal Declaration on Human Rights. In the text below references are made to specific
conventions. Where clarifications of ILO Conventions are required, the Fair Wear Foundation follows ILO

Recommendations and existing jurisprudence.

3.1 Employment is freely chosen

There shall be no use of forced, including bonded or prison, labour. (ILO Conventions 29 and 105)

3.2 There is no discrimination in employment

Recruitment, wage policy, admittance to training programs, employee promotion policy, policies of employ-
ment termination, retirement, and any other aspect of the employment relationship shall be based on the
principle of equal opportunities, regardless of race, colour, sex, religion, political affiliation, union member-
ship, nationality, social origin, deficiencies, or handicaps. (ILO Conventions 100 and 111)

3.3 No exploitation of child labour

There shall be no use of child labour. The age for admission to employment shall not be less than the age of
completion of compulsory schooling and, in any case, not less than 15 years." (ILO Convention 138) "There
shall be no forms of slavery or practices similar to slavery, such as the sale and trafficking of children, debt
bondage and serfdom and forced or compulsory labour. [...] Children [in the age of 15-18] shall not perform
work which, by its nature or the circumstances in which it is carried out, is likely to harm their health, safety

or morals." (ILO Convention 182)

3.4 Freedom of association and the right to collective bargaining

® The expression "effective and sufficient efforts" implies that, depending on the circumstances in which the company oper-
ates, full compliance with the Fair Wear labour standards will not always be required for membership. Rather, the company
will be judged against the completeness and the intensity of the efforts it has undertaken to achieve full compliance.

Y MAMMUT R
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The right of all workers to form and join trade unions and bargain collectively shall be recognised. (ILO Con-
ventions 87 and 98) The company shall, in those situations in which the right to freedom of association and
collective bargaining are restricted under law, facilitate parallel means of independent and free association
and bargaining for all workers. Workers' representatives shall not be the subject of discrimination and shall
have access to all workplaces necessary to carry out their representation functions. (ILO Convention 135
and Recommendation 143)

3.5 Payment of a living wage

Wages and benefits paid for a standard working week shall meet at least legal or industry minimum stan-
dards and always be sufficient to meet basic needs of workers and their families and to provide some dis-
cretionary income. (ILO Conventions 26 and 131). Deductions from wages for disciplinary measures shall
not be permitted nor shall any deductions from wages not provided for by national law be permitted. Deduc-
tions shall never constitute an amount that will lead the employee to receive less than the minimum wage.
Employees shall be adequately and clearly informed about the specifications of their wages including wage

rates and pay period.

3.6 No excessive working hours

Hours of work shall comply with applicable laws and industry standards. In any event, workers shall not on a
regular basis be required to work in excess of 48 hours per week and shall be provided with at least one day
off for every seven-day period. Overtime shall be voluntary, shall not exceed 12 hours per week, shall not be

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

3.7 Safe and healthy working conditions

A safe and hygienic working environment shall be provided, and best occupational health and safety prac-
tice shall be promoted, bearing in mind the prevailing knowledge of the industry and of any specific hazards.
Appropriate attention shall be paid to occupational hazards specific to this branch of the industry and assure
that a safe and hygienic work environment is provided for. Effective regulations shall be implemented to
prevent accidents and minimise health risks as much as possible (following ILO Convention 155). Physical
abuse, threats of physical abuse, unusual punishments or discipline, sexual and other harassment, and in-

timidation by the employer is strictly prohibited.

3.8 Legally-binding employment relationship

MAMMUT SPORTS GROUP )

Absolute alpine.




12

Obligations to employees under labour or social security laws and regulations arising from the regular em-
ployment relationship shall not be avoided through the use of labour-only contracting arrangements, or
through apprenticeship schemes where there is no real intent to impart skills or provide regular employment.
Younger workers shall be given the opportunity to participate in education and training programmes.

4. Mammut Sports Group undertakes to assure that its contractors, subcontractors, suppliers, and licensees
abide by the standards established in the Fair Wear Foundation Code of Labour Practices and shall work
toward the verification of these standards.

5. Mammut Sports Group shall stipulate that contractors, subcontractors, suppliers, or licensees who de-
monstrably fail to comply with one or more of the standards laid down in the Fair Wear Foundation Code of
Labour Practices, take appropriate measures to ensure that the situation is improved. If necessary, the of-
fending party shall be sanctioned by cancellation of its contract, thus prohibiting it from producing or organis-

ing the production of garments for Mammut Sports Group.

6. Mammut Sports Group declares that it agrees to independent verification of its compliance with the Fair
Wear Foundation Code of Labour Practices and in that regard undertakes to follow the instructions of the

Fair Wear Foundation.

7. Disputes regarding the interpretation of this Code of Labour Practices will be handled according to proce-

dures established by the Fair Wear Foundation

3.2 Overview

The world financial crisis had a very real impact on all businesses. At the start of 2009, retailers and brands were
faced with the credit crisis and forced to reduce stocks. This resulted in a dramatic reduction of orders in the factories
and hence short time, lay-offs and redundancies. Many factories furthermore closed as a result of the recession. As a

result, the good ones who survived were filled with orders.

The consequence was on the one hand that other factories who survived suddenly received many additional orders,
and on the other hand that all brands placed orders later than in a normal year. In the factories, the result was ex-
tremely high seasonal peaks. Hence many factories were faced with no option but increased overtime. Two of our

audits showed that factories had exceeded the allowed overtime hours during the autumn period.

MAMMUT SPORTS GROUP )
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Unfortunately, this cycle will continue in 2010, although we hope that the peaks and troughs will be less dramatic than
in 2009.

2009

Within Mammut, two departments are mainly involved in the apparel business: the Business Unit Apparel

and the Purchasing Department. As to the implementation of the Code of Labour Practices along the supply
chain, this is the responsibility of the Purchasing Department (operational level) and the CSR team (com-
municational / internal training level). We duly paid our membership fee over 2009 and 2010 as well as

“s stat ementana0llaccortingt F&RIippl i

requirements. In our first year of membership to Fair Wear Foundation, the primary goals were:

submitted an accountant

1) the establishment of a monitoring system and the management of at least 50% of our apparel sup-

pliers with regards to fair labour conditions; and
2) the handing over of all operational tasks from the CSR department to the purchasing team.

We started by informing suppliers about our membership to FWF and sending in the FWF Code of Labour
Practices as well as a questionnaire. All our apparel suppliers returned the questionnaire filled in and duly
undersigned as agreement to the Code. The evaluation of their answers showed that most of our suppliers
were already well familiar with the theme of Corporate Social Responsibility, some even disposed of CSR
departments and had been audited more than once in the past. Where we were allowed access to recent
third party audit reports, we preferred supporting our suppliers in the implementation of corrective actions
rather than conducting still another audit. This, in our view, would be rather inefficient and represent unne-

cessary additional costs and time use for our supplier.

Based on these results audits were scheduled for one factory in Turkey and two factories in China, and local
audit teams trained by FWF booked. All of the three social audits showed positive results, no major viola-

tions of workers rights was found. Main issues <cor
overtime (China). As shows illustration 4.1.1, we were able to largely outdo not only FWF requirements
(40%) but also our own initial goal (50%) by managing about 73% of our apparel supply chain through the

monitoring system.

With regards to communication, our aim for 2009 was general awareness raising among Mammut em-
ployees and among the public in general. We created synergies with existing communication channels

where possible, for example by reporting on FWF relevant issues on the web, in product flyers, in the dealer

MAMMUT SPORTS GROUP )
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workbook, and other media. Finally, we achieved internal transparency by integrating all relevant criteria,

processes and documents to the internal quality management system (QMS).

2010

Our overall goal for our second year of membership to FWF is to live, test and improve the relevant, newly
introduced procedures. This at the same time shall lead us to improve/refine our procedures for suppliers of

all products.

On operational level, we want to cover significantly over the 60% requirement of our apparel suppliers
through our monitoring system. Furthermore, over the coming years we plan to extend the supplier register
and the CAP step by step to other product groups, which will lead us to get an overview on all suppliers and

to identify further CSR actions.

On communicational/training level, the main focus for 2010 will be on training of specific target groups as
well as —on external level—of our suppliers®™ management. We wil/
employees about our CSR and FWF activities, by paying special attention to that staff of Mammut daughter

companies and of Mammut shops are also kept on track.

lllustration 4.2.1: Apparel supplier register 2010 of Mammut Sports Group AG

Apparel updated 16.2.2010
Factory Nmber | Country of Region As % of Fairwear | Fairwear | Achieved 2009 (Must be 4( Plan 2010 (Must be 60%) | Signed and
Production Mammt defines as | defines as OK FWF
2009 No Risk Need forms as %
Puchases Audits Puchases
Factory 201 Latvia Europe 21% 21%) 21%) 21%) 21%)
Factory 030 Portugu Europe 11%) 11%) 11%) 11%) 11%)
Factory 223 Turkey Europe 8% 8% 8% 8% 8%
Factory 214 Portugul Europe 3% 3% 3% 3% 3%
Factory 091 Germany Europe 2% 2% 2% 2% 2%
Factory 059 Portugul Europe 2% 2% 2% 2% 2%
Factory 012 Romania Europe 1% 1% 1%
Factory 233 Turkey Europe 1% 1%
Factory 256 Turkey Europe 0% 0% 0%
Factory 045 Ireland Europe 0% 0% 0%

MAMMUT R
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50%
Factory 071 China Far East 21% 21%) 21%) 21%)
Factory 072 China Far East 15% 15% 15% 15% 15%
Factory 182 China Far East 6% 6% 6% 6% 6%
Factory 004 China Far East 3% 3% 3% 3% 3%
Factory 208 Vietnam Far East 1% 1% 1%
Factory 242 India Far East 1% 1%
Factory 136 China Far East 0% 0% 0%
Factory 204 India Far East 0% 0%
Factoy 015 China Far East 0% 0% 0%
Factory 261 China Far East 0% 0%
Factory 224 China Far East 0% 0%
Factory 008 China Far East 0% 0%
Factory 260 Vietham Far East 0% 0%
Factory 013 China Far East 0% 0%

50%

100% 41% 59% 73% 93% 97%

Notes: We stopped working with three factories in 2009, in one case because of quality problems and in two cas

following the cancellation of the product in question. Production from the first case was transferred to one of our other

suppliers.

Three audits were done, of which one was realized by FWF to verify Mammut" supplier management and
two were initiated by Mammut as part of the 2009 work plan. A fourth factory was audited by WRAP on 30™

October 2009 and hence was not on the Mammut agenda for 2009.
From the three audits, the following results were found:

Labour standards 11 3 (employment is freely chosen, no discrimination in employment, no exploita-

tion of child labour)
All factories agree to comply with this standard. No problems were found in the audits.
Labour standard 4. Freedom of association and the right to collective bargaining

All factories agree to comply with this standard. Auditors were not convinced at one factory that unions were

truly independent.

Labour standard 5. Payment of a living wage

MAMMUT SPORTS GROUP )
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All factories agree to comply with this standard. All factories pay in excess of the local minimum wages. In
most cases wages are significantly higher than local minimum wages. However, the definition of a living

wage remains a difficult one to define.
Labour standard 6. No excessive working hours

In two cases, the audits found evidence of excessive overtime. Furthermore FWF received complaints from
workers in two factories about this issue. Meetings were held with the suppliers to identify the reasons and

to agree measures to prevent this problem in the future.

The world financial crisis had a very real impact on all businesses. At the start of 2009, retailers and brands
were faced with the credit crisis and forced to reduce stocks. This resulted in a dramatic reduction of orders
in the factories and hence short time, lay-offs and redundancies.

Later in the year, all brands placed orders later than in a normal year. Many factories closed as a result of
the recession. As a result, the good ones who survived were filled with orders. In the factories, the result
was extremely high seasonal peaks. Hence many factories were faced with no option but increased over-
time. Two of our audits showed that factories had exceeded the allowed overtime hours during the autumn

period.

Unfortunately, this cycle will continue in 2010, although we hope that the peaks and troughs will be less
dramatic than in 2009. The factories that were the subject of the complaints have agreed that excessive
overtime is to be avoided and will take steps to improve planning with customers to schedule production and

avoid overtime as far as possible.
Labour standard 7. Decent working conditions

In all cases, the audits found minor shortfalls in Health and Safety standards. Mostly, these were inade-

gquate signage or inadequate machine guarding. These were all quickly rectified.
Labour standard 8. Legally binding employment relationship

In two cases, the auditors were not satisfied with the implementation of the procedures governing contracts

of employment. The factories agreed to improve these standards.
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3.3 Purchasing

As shown in illustration 4.2.1, Mammut clothing is produced in different countries, to 45% in China and
another 45% in European countries (Latvia, Portugal, Romania, Germany). The remaining 10% are manu-
factured in Turkey and Vietnam (roughly 1%). In order to monitor effectively working conditions at our sup-
pliers", we charged one per son dibnal tespensinility.r\We ldevsldpedg t
different tools and created synergies with already existing processes, to strengthen our monitoring system.
The management and staff of the purchasing department, as well as all Mammut employees in general, are regularly

updated on FWF relevant issues.

3.3.1 Production cycles

Fair labour conditions are made possible only if they are met by fair framework conditions. Take for example
the issue of overtime: it can be avoided if a supplier is informed early enough about a production cycle and if
he can plan for the staff necessary. At Mammut Sports Group, we only have two collections per year —
summer and winter. Two years may pass between the initial product idea, launched at the kick-off meeting,
and the final product in the shop shelves. Suppliers are involved from the beginning of the development
process of a given style, enabling them to plan well in advance the whole production cycle. Accordingly,

lead times are quite long and vary between five and seven months.

In the summer season Mammut achieves about 45% of its apparel turnover, in the winter season about
55%. We plan according to a fixed process per season. Per collection an international sales meeting is held,
where the collection is presented and country budgets are negotiated. Based on these budgets orders are
transmitted to the suppliers. Product orders reach our stocks in Switzerland and Germany in December (fort
he following summer season) respectively in May (fort he following winter season) to be sent in to our vari-

ous retail partners on time.

3.3.2 Sourcing strategy

Most of our products are complex and require a high level of investment, experience and know-how on both
sides. For this reason we pursue a long term business strategy with our suppliers, aimed at achieving a win-
win situation and based on trust, partnership and cooperation. The average duration of our business rela-

tions with our suppliers is 5 years.
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The quality of the business partnership and strategy is subject to meetings that are held at least every two
years on management level (Mammut CEO and/or Supply Chain Officer SCO). Our developers, fabric coor-
dinators and buyers visit our suppliers between three to four times a year and meet them regularly at trade-
shows (ISPO, OutDoor) as well as at our offices in Switzerland. Finally, our quality assurance officers in

China are oftentimes in the factories to control the product quality.
Choosing the Supplier

We roughly have 250 products in our apparel collection, split in four different target groups: Alpine, Moun-
tain, Snow and Climbing. Between 45 and 65% of the styles are carry-over styles from one season to the
next. These products are — whenever reasonable — produced by the same supplier. Reasons for shifting
production can be quality issues, price or major problems with the timeline.

Before we start with the development of the prototype (new products), we decide which supplier will produce
it. Since most of our products are very complex and cost-intensive to develop, we have to be very careful
about this decision. Designers, developers, fabric coordinator, product-managers, pattern-maker and buyers
discuss these aspects case by case. The final decision on which supplier to choose is taken by the purchas-
ing department, since they are responsible for quality, pricing and lead time of the bulk production.

Persons involved in Sourcing Decisions

The same persons who discuss which supplier will produce new articles / collections are also involved in

sourcing decisions: buyers, developers, product-managers, the pattern maker and the fabric coordinator.
Pricing

Our policy on pricing is closely linked and limited by the high level of complexity of our products, meaning

that we cannot shift the production from one supplier to another throughout the seasons for price issues

only. Furthermore, we pursue long term business relationships with our suppliers and seek to maintain a

product program with a supplier as long as quality, price and timelines are workable for both parties and as

long as it allows succeeding on the competitive markets. We invest a lot of resources in designing and de-
veloping our technical products together with the supplier. Both dimensions — price and quality — are nego-
tiated. Due to the immensepress ur e on price and margins, bass(utsi nce
make-trim), we do execute double sourcing when it comes to sensible products. This gives us an alternative

for order placement, and allows us to compare and better understand the FOB offer from the supplier. In no
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case has the double sourcing practice so far led to a supplier offering a price that is below cost price if con-

fronted with a lack of orders.
Supplier Rating

Mammut does not formally rate its suppliers and we have not changed our sourcing policy over the last 4
years. Nevertheless, wedo eval uate each s uwvitpdpécificrattestiorppaid tdb qualitma n c e
price and social compliance— as Mammut is recognized as a high-quality premium brand. This ranking is the

basis for claim negotiations.

Supplier evaluation takes place in stages. At the beginning, suppliers are asked to complete a form which
includes questions if they have already been audited for social compliance. At a later stage, Mammut staff
visit the factory and walk through the production. The report of the factory visit compares the factory with
others in a similar industry. Only then can development start. Before production can start, the supplier must
complete the FWF questionnaire. Once turnover exceeds 2% of purchases, they will be audited by FWF on
behalf of Mammuit.

Integration of monitoring activities & sourcing decisions

All FWF relevant documents have been archived and are accessible to all Mammut employees on our inter-
nal Quality Management System (QMS). Staff is regularly updated on the QMS content through the internal
newsl etnteewrs . Ql n additi on, in 2009 we created and i |

monitoring of the implementation of the Code on Labour Practices:

9 Labour conditions as integrated criteria of existing guidelines on choosing a new supplier and on

evaluating our suppliers
9 Factory visit report form to fill in by Mammut employees after every visit to a supplier
1 Corrective action plan register for systematic management and follow-up
1 Internal guidelines on maintenance of FWF supplier register

1 Internal guidelines on monitoring of FWF Corrective Action Plans
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3.3.3 Monitoring system & improvements

Fair Wear Foundation requires that member companies evaluate the coherence and the effectiveness of
their individual monitoring systems. That is, the various measures should be consistent and all contribute to

the same higher goal of improving working conditions in developing countries.

After only one year of membership it is rather difficult to answer this question. A lot has indeed been going
on with regards to monitoring and corrective actions, at the same time most of the improvement measures

are only about to be implemented and show effects.

Furthermore, in September 2009, we went throughourfrst FWF management system :
take place once a year, usually at the end of each reporting period, and aim at assessing whether the man-
agement system of a member company is coherent, that is creates a constructive framework, for the im-
provement of labour conditions along the supply chain. MSA" s al so contain recacmme
tion of the company®s monitoring system. As for Mar
showed a very positive result: after only one year of membership we have been able to establish a well
functioning system and integrate it to our existing quality management processes.

3.4 Training & communication

3.4.1 Open dialogue with suppliers

In July 2009 Mammut sent out its first “supplier ne ws | eto staéf antl all our suppliers. The newsletter will
come out twice a year and informs on topics of central interest to the supply chain, such as cost optimization

at Mammut and the status of CSR activities.

Moreover, in June 2009 we contacted suppliers for Mammut shoes, backpacks and sleeping bags in order
to realize a feasibility study for their integration to the monitoring system. The results was positive and we
decided to launch the process in 2010. Note well that this is a long term process that will require time and

resources on both sides. We do hope though to dispose of first outcomes by the end of the current year.

3.4.2 Awareness raising & trainings among Mammut employees

Corporate social and ecological responsibility requires a value change, in the economic world in general but
also within each company in particular. This designs a long term process that affects every level and de-

partment of a company. Mammut promotes this process actively through various activities:
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I n March 2009 we | aunc hemotherhand godifnactt h eorns “o:f d, e0sSteg myaotde
Mammut employees from different departments and levels were explicitly charged with bringing in CSR

thinking in every meeting to which they attended. The aim of this exercise is to continuously question exist-

ing processes and ongoing activities on the grounds of CSR. This in turn shall lead to that corporate social

and ecological responsibility is lived on all levels and in all departments and becomes an integral part of

corporate culture.

Furthermore the CSR-Team informs regularly in the Mammut emplo y e enadgazine, which is published both

in English and German and is distributed on international level, on developments with respect to corporate
responsibility. Since July 2009 we maintain an internal blog where, among others, we discuss CSR ques-

tions and news topics. Two to three times a year internal evening events take place at the Mammut head-
quarters where we highlight and discuss CSR relevant themes. In 2009, these events covered the following
topics: social issues along the supply chain (with presentations from the Clean Clothes Campaign, Fair

Wear Foundation and Transa, anowe, Mammutaam trip 200%and vaun-s ) ;

teer s mirgygsstamn i n Ky

At bimonthly meetings, the middle management respectively the executive staff and specialists are updated
on CSR topics. Similarly corporate responsibility is on the agenda for each sales meeting, taking place twice
a year. New employees are automatically informed upon their entry on Mammut approach and commitment

with respect to corporate social and ecological responsibility, including our engagement as FWF member.

Concerning Fair Wear Foundation, our membership as of October 2008 was generally well received by
Mammut employees, including among daughter companies. Question marks arose with regards to the con-
crete implementation and the effectiveness of these measures. In fact, we experienced that Mammut em-
ployees were among the most critical of our stakeholders. We do not have an answer at hand, in fact only
through experience will we be able to do. It is in this context that for example in November 2009 we realized

a small internal photo exhibition on our first social audit and its outcomes.

3.4.3 Internal & external transparency

Transparency goes hand in hand with credibility: the CSR approach and engagement of a company are
credible only if they are communicated in a transparent manner. Where credibility is lacking, CSR activities

of a company are quickly unmasked as marketing gag

The call for transparency original | ' y came from non government al Chkangan|

Clothes Campaign (CCC), and consumer initiatives. By means of surveys and evaluations, as for example
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the CCC Outdoor Company Survey 2009, they increase pressure on companies and enforce some transpa-
rency themselves. Moreover, one should not underestimate the online community that formed with the web
2.0. She contributes to a rapid and encompassing flow of information, out of the control of firms. Put diffe-

rently, the exchange between brands and end consumers takes more and more place at eye level.

This cognition and conviction are at the center of this report and more generally of our communication on

our social and ecologic performance. We want to be transparent toward end consumers, but also towards

the various stakeholder groups such as NGO"s, retai
CSR-website is a crucial platform where we can communicate as inclusive as possible on all relevant and

current CSR activities. In addition, we strive for synergies with other, existing communication channels at
Mammut: product flyers, online consumer newsletters, employees magazine and internal blog, hangtags, at

the fair booth and at the selling point.

The Code of Labour Practices (including the questionnaire and letter), supplier register template and correc-

tive action plan template are accessible to all Mammut employees on our QMS. The responsible purchaser
checks both files at least every three months. Al | t he dat a o rfornoce with neganadtolar s
bour conditions and the Code of Labour Practices is collected in the above mentioned monitoring files (sup-

plier register, corrective action plan register). As noted earlier on, these files will be refined in the future and

according to our experience while working with them.
Internal management system
[as illustration or graphic]

- cyclic!

- Yearly work plan A approval by FWF A continuous implementation by the purchasing team

(operational tasks) resp. the CSR team (communication, awareness raising, training)

- Operational: initial A FWF questionnaire, commitment o the FWF Code of Labour Practices
adopted by Mammut Sports Group (relevant documents: evaluation file of questionnaires per

supplier and per social standard; internal supplier register with history to each supplier)
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A social audit and/or verification audit A audit report (documents: FWF audit reporting tem-
plate®); also: complaints, visit reports by Mammut employees (documents: complaints regis-
ter, visit reporting template)

A agreement on corrective action plan (CAP) with deadline (documents: CAPre gi st edr ,

i n g,“d o/ nAe rhonitoring and quarterly control by the purchasing responsible

- Yearly management system audit (MSA) by FWF A control of the member company, report

incl. recommendations for improvements’
- Communication: on audit outcomes, monitoring, MSA, and in form of the sustainability report

A all of these elements are reported in a transparent manner in our sustainability report,

evaluation based on the yearly work plan, goals fort he following year

® Insert link!!!
" Insert link to FWF website
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