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About the Report

This is the first Sustainability Report of our Group after the name renaming as Arcandor AG on 1 July 2007.
It follows the reporting tradition of KarstadtQuelle AG and links to its Sustainability Report from the year
2005. The Sustainability Report addresses our most important stakeholder groups, among them analysts and
investors, our business and cooperation partners, employees and junior workers, consumer organisations

and authorities, our customers as well as interested members of the public.

In this report, we follow the internationally-recognised guidelines of the Global Reporting Initiative (GRI)
as well as the requirements of sustainability-orientated ranking and rating agencies, our employees and

@

external stakeholders. Due to the diversity and structural complexity of the Arcandor Group as well as the

diversity of our ecological and social commitment, it was not possible to provide a complete picture of all %

our sustainability activities in the print version of the report. Therefore, further complementary themes

relating to sustainability are addressed on the Arcandor AG corporate website. We also give a report on ‘QOVOM;QC:”’,%

the corporate website about our progress in the implementation of the ten principles of the United Nations i\ .="Ij’

Global Compact. =~
WE SUPPORT

The subject matter of the report is Arcandor AG’s ecological and social commitment as well as the three
operational business divisions, namely Thomas Cook Group plc, Primondo GmbH and Karstadt Warenhaus
GmbH. Due to the restructuring of the Group and the current data situation arising from it, the chapter
concerning the subsidiary company Primondo GmbH contains only statements and figures related to its core
brand, Quelle GmbH. A sustainability managementsystem will be established throughout Primondo by the
beginning of 2009. Further information about the collection of data and a selection of consolidated key
figures for the Group are shown in the key figures section of the report. At the end of each chapter, in the sus-
tainability programmes of Arcandor AG, Thomas Cook Group ple, Primondo GmbH and Karstadt Waren-
haus GmbH, we provide information about the status of the 2005 targets. At the same time, we provide an
overview of the companies’ measures and goals up to 2009. Since no goals were announced for the Thomas
Cook Group plc in 2005 and new challenges arising from the merger with MyTravel in 2007, only new
sustainability targets and measures are shown in the sustainability programme of Thomas Cook Group plc.

The reporting period extends from 1 January 2006 to 31 December 2007. Information from 2008 was also
taken into account insofar as it was available by the publication deadline (29 February 2008). The copy
deadline does not apply to the “Strategy” chapter in the report section of Arcandor AG. In this section, we
provide information about important strategic processes that are continuing throughout the year 2008. In
order to render the report easier to read, we have avoided the use of both masculine and feminine pronouns
as well as the legal forms plc, AG and GmbH in the company chapters. We are reporting uniformly as
Arcandor AG on the sustainability management of KarstadtQuelle AG up to the renaming of the Group in
July 2007. The Arcandor Sustainability Report 2007 is available in German and English. We will publish
Arcandor AG’s next Sustainability Report in 2010.



MISSION STATEMENT

Arcandor AG is an internationally orientated financial holding company with subsidiaries in the
core areas of tourism, department stores and mail order. Our aim is to develop all three business
areas continuously through sustained growth and operational excellence. As a globally operating
group, our investments exert a daily influence on the lives and working conditions of customers,
employees, service providers, suppliers and shareholders. In order to honour our responsibility to
them, we align our corporate activities with the following principles:

CUSTOMERS

Customer satisfaction is our motivation and our challenge

Providing value to customers is the key to our group’s success. We work hard daily to meet the
expectations of our customers. For this reason, our top priorities are service and good relations with
customers. This includes selecting goods and services of the highest quality, as well as establishing
a fair price-performance ratio. Our goal is long-lasting customer relations based on trust. We are
accessible to our customers as a reliable partner, without restrictions.

EMPLOYEES
We challenge our employees, and orientate them on the path to professionalism,
corporate responsibility and customer focus

Our employees are the drivers of added value. Their knowledge, commitment and innovative
strength help to assure our joint success. We face one another, our customers and our business
partners in a spirit of openness, fairness and respect. Through continuous investment in skills
development, we enable our employees to realise their individual potential.

SHAREHOLDERS
We create value for our shareholders

We strive for long-term growth and attractive dividend yields. To meet this challenge, we set our-
selves ambitious yield targets. We honour the trust invested in us and are careful with the resources
made available to us. Communication with our shareholders is transparent and comprehensible.

SOCIAL AND ENVIRONMENTAL RESPONSIBILITY

We are aware of our social and environmental responsibility

Social responsibility and environmental protection are anchored deeply within our value-added
chain. We work actively for the further development of internationally recognised environmental
and social standards, and are consistently committed to seeing that they are upheld. To this end,
we strive to maximise our influence as a global operating business. To enhance the efficiency of our
use of natural resources, we are continually working to improve the environmental sustainability of
our products and services. Our dialogue with society is based on openness and cooperation.

ONLY A BUSINESS BASED ON VALUES CAN CREATE VALUE.



GRI Content Index (Global Reporting Initiative)

The current Arcandor Sustainability Report 2007 (“Stability in times of change”) is based on the guidelines
of the Global Reporting Initiative (GRI G3 guidelines). With GRI Application Level B, GRI confirms that
Arcandor is highly compliant with its reporting elements.

The following index provides an overview of all the GRI indicators and also the degree to which Arcandor

takes them into account in its reporting. References to individual sections of the report and to our corporate

website clearly show the places where Arcandor meets the GRI requirements. Other publications by the

Group, such as the Arcandor Annual Report 2007, are also cited for this purpose.

On our corporate website, which you can access at

www.arcandor.com > Sustainability > Data & Facts > GRI, you will find a comprehensive GRI index that

contains additional explanations of the individual indicators.

Status

® fully reported
@ partially reported
O notreported

not applicable

Reference
1-80: Sustainability Report 2007 pages
AR 1-167: Annual Report 2007 pages

www (www.arcandor.com)

GRI Standard Disclosure Reference

C1-8: Cover pages Sustainability Report 2007

Core indicators

Additional indicators

1. Strategy and Analysis 4. Governance, Commitments, and Engagement
1.1 @ Statement from the most senior-decision maker p.8-10, 30, 44, 62 4.1 ® Governance structure p.8,14-17, AR p. 37ff, www
1.2 @ Key impacts, risks and opportunities 4.2 @ Indication whether chairperson
p. 14-21,37,47-49, 54-55, 60-61, AR p. 95, www is also executive officer AR p. 37ff, www
2. Organizational Profile 4.3 @ Independent Members at the Board AR p. 37ff, www
21 @ Name of the organization p. 12 4.4 @ Mechanisms for shareholders and employees to provide
: recommendations to the board p. 14-16, AR p. 37ff, www
2.2 @ Brands, products and/or services p. 12-13, www
. 4.5 @ Linkage between executive compensation
23 © Operational structure p. 12-13, www and organization’s performance AR p. 42ff, www
2.4 @ Headquarter location p. 12, www 4.6 @ Processes to avoid conflicts of interest at the board
AR p. 42ff, www
2.5 @ Countries in operation p. 12-13, www
4.7 @ Expertise of Members of the Board
2.6 @ Nature of ownership p. 76, AR p. 27, www on sustainability topics p. 14-15, AR p. 42ff, www
2.7 ©® Markets served p. 12-13, www 4.8 @ Statements of mission, codes of conduct, and principles
p.8-10, 14-17,20-21, 28-29, 36, 39, 51-54, www
2.8 @  Scale of the organization p. 12-13, www
4.9 @ Procedures for board governance on management
2.9 @ Significant changes regarding size, structure, or ownership of sustainability performance p. 14-16, www
P-8,12-13, AR p. 27, 72ff, www 410 @ Processes for evaluation
2.10 ® Awards received p. 10,19, 33,47,59, 64-66 of the board’s sustainability performance www
3. Report Parameters 411 @ Precautionary approach p. 20-23,26-27,47-50, 64-66, www
3.1 ® Reporting period p.C2 4.12 @ External charters, principles, or other initiatives
p.8-10, 18-25, 35, 37, 50, 62, 64-66, 70-72, www
3.2 Date of t t i rt .C2
et ate of mostrecent previous repo P 4.13 @ Memberships of associations
3.3 @ Reporting cycle p.C2 p. 10, 18-25, 32-33, 35, 37, 64-66, 70-72, www
3.4 ® Contact point for questions p.C7 414 @ Stakeholder groups p.8-10, 18-19, 28-29, C2, www
35 ®  Process for defining report content p.C2,76 4.15 @ Stakeholder identification and selection p. 18-19,26-29, www
3.6 ® Boundary of the report p.C2,76 416 @ Approaches to stakeholder engagement
p.8-10, 18-19, 23, 26-29, www
3.7 @ Limitations on the scope or boundary of the report p.C2,76 417 © Topics and concerns raised by stakeholders
3.8 @ Joint Ventures, subsidiaries, and outsourced operations p.8-10,18-19, 23,32, 34,47, 51-52, 66, 67, www
p-20-21,ARp. 5, 28, 98 Economic Performance Indicators
39 ©  Datameasurement techniques p-C2,28,76 @ Disclosure on management approach AR p. 101f, www
3.10 @ Effects of re-statement of information provided |n1 iagée_rzge%cz‘r_t;s EC1 © Direct economic value generated
P17 ' and distributed p. 13,76, AR p. 101ff
3.1 ® i'rgr:lﬁacsa&te?::?;seﬁgéesSCOpe’ boundary, p.C2 EC2 @ Financial implications due to climate change p. 48-49, 54, 56-57
3.12 ® GRI Content Index p. C5-C6, www EC3 @ Coverage of the organization’s defined benefit plan
p.23,77-78, www
313 ® External assurance p.C2,28,76 EC4 @ Financial government assistance www




EC5 Entry level wage compared to local minimum wage www LA8 @ Training on serious diseases p.20-22,29, 35,51, www
EC6 ©® Locally-based suppliers p.20-21, www LA9 @ Trade union agreements on health and safety p. 20-21, www
EC7 @  Local hiring www LA10 @ Training per employee
p.8-10,22-23,26-27, 35,51-53, 62, 67,78, www
EC8 © Infrastructure investment and services for public benefit
p. 8-10, 22-25, 39, 40-41, 58-59, 70, 73, www LAT1 @ Programmes for lifelong learning p. 26-27, 35, www
EC? @ Indirect economic impacts www LA12 @ Regular performance and career development reviews
- - p.22-23,26-29, 35,51-53, 67, www
Environmental Performance Indicators
LA13 @ Composition of governance bodies p. 23,25, 36, www
© Disclosure on management approach ; :
p.28-29, 42, 46, 48, 54, 74-75, www LA14 @ Gender pay disparity www
EN1 @® Volume of materials used p.42,60-61,74-75, 81, www Social Performance Indicators: Human Rights
EN2 @ Recycled materials  p.38,49,55, 60-61, 66,68-69,75, 81, www @ Disclosure on management approach  p. 20-21, 28, 39, 64, www
EN3 @ Direct primary energy consumption p. 37, 54-55, 71, 80-81, www HR1 @ Investment agreements p.20-21, 28, www
EN4 @ Indirect primary energy consumption p. 37, 54-55,71, 80-81, www HR2 @ Supplier screening on human rights p. 20-21, 28, www
EN5 @ Energy conservation HR3 @  Training on human rights p.20-21, 28, www
p.25,29,44,48,54-57,68-69,71,74-75,80-81, www . o
HR4 @ Incidents of discrimination www
ENé @ Initiatives for energy-efficiency and renewable energy
p. 17,29,37-38, 44, 46, 48-50, 54-57, 68-69, 71, www HR5 ©® Freedom of association and collective bargaining
p. 10, 20-21, 23, 29, 52, www
EN7 @ Initiatives for reducing indirect energy consumption )
9 p. 38, 46,94}/8—50, 56—[;7, 68-69, 71, www HR6 @ Child labour p.20-21, www
EN8 @ Total water withdrawal p. 80-81 HR7 @ Forced labour p- 20-21, www
EN9 O Effect of water withdrawal HR8 O Training for security personnel
EN10 O Water recycled and reused HR9 ©  Violations of rights of indigenous people
ENT1 Land assets in or adjacent to protected areas www Social Performance Indicators: Society
EN12 Impacts on biodiversity www @ Disclosure on management approach
p. 14-19,24-25, 39, 58, 73, www
ENT3 Habitats protected or restored e SO1 ® Impacts on communities p. 24-25,58-59,73
EN14 @ Strategies for biodiversity p.25,42,70-71, www SO2 @ Corruption risks p.20-21, www
EN15 @ Endangered species p- 42,7071, www SO3 @ Anti-corruption training p. 20-21, www
EN16 @ Greenhouse gas emissions P-25,29,38, 44, 55,71, 81, www SO4 @ Actions taken in response to incidents of corruption p. 17, 28, www
EN17 O Other greenhouse gas emissions www SO5 @ Lobbying p. 18-19, www
EN18 @ Initiatives to reduce greenhouse gas emt;sr;gsz(? 37 55 71 www SOé ©  Donations to political parties and politicians
EN19 O Emissions of ozone-depleting substances www 507 O Legal actions for anti-competitive behavior
EN20 @ NO, SO, and other air emissions p. 38 SO8 @ Sanctions for non-compliance with laws and regulations www
EN21 O  Water discharge www Social Performance Indicators: Product Responsibility
EN22 @ Waste by type and disposal method p. 55,81, www @ Disclosure on management approach p. 32-33, 37-38, 46-50, 64
EN23 @ Significant spills www PR1 © Health and safety impacts along
product life cycle p. 38,44, 48-50, 64-66
EN24 O }}/i‘f:te deemed hazardous under the terms of the Basel Conven- PR2 ©  Non-compliance with health and safety standards
EN25 O Impacts of discharges and runoff on biodiversity PR3 ©  Product information p. 32-33, 48-50, 56-57, 64-66
EN26 @ Initiatives to mitigate environmental impacts PR4 @  Non-compliance with product information standards www
p-17,29,37, 48-50, 54-57, 64-66, www PR5 ® Customer satisfaction p. 32,47, 66, www
EN27 Packagi terial . 55,81
@  Packaging materials p- 23,57, www PR6 @  Marketing communication standards p.53
EN28 Sanctions f - li ith envi tal lati
®  Sanctions for non-compliance with environmental regulations PR7 ©  Non-compliance with marketing communication standards
EN29 Envi tal i ts of t rt p.25,29,37-38,55,71,
©  Environmental impacts of transport p e PR8 ©  Complaints regarding customer privacy
EN30 Envi tal protecti dit
©  Environmental protection expenditures PR9 @ Sanctions for non-compliance with product
Social Performance Indicators: and service related regulations www
Labour Practices and Decent Work
@ Disclosure on management approach
p. 22-23,25-27,35-36, 51-53, 67, www
LA1 ©® Workforce by employment type and region p. 12-13,77, AR p. 92
LA2 @® Employee turnover p. 34,51
LA3 @  Benefits to full-time employees p.22-23,26-27,51, 67, www
LA4 © Employees with collective bargaining agreements www
LAS @ Minimum notice period(s) regarding operational changes  www
LAS @  Workforce represented on joint health and safety committees
www
LA7 ©® Occupational diseases, lost days, and number of fatalities

p.34-35,51,79
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PREFACE GROUP STRATEGY COMMUNICATION SUPPLIERS EMPLOYEES SOCIETY DIVERSITY

PROGRAMME

“Stability in times of change” — under this motto we have made far-reaching structural changes to our Group
in recent years and put it on a fresh course for success. As a financial holding company, Arcandor AG, which
changed its name in 2007, is the umbrella for our three core areas of business, namely tourism, home
shopping and stationary retail sales. In the past two years since the publication of our last Sustainability
Report, the structure of our Group has changed considerably. With the takeover of the majority shares in
Thomas Cook, the Group has gained a business division that is strong in sales and growth. As a result, we have
changed from a pure commercial enterprise into a leading tourism and retail Group with a strong international
direction.

Arcandor strives above all for consistency in its entrepreneurial values, which already enjoy a long tradition
in the three areas of business. Arcandor considers itself as expressly committed to this tradition: right from
the start, we assume full responsibility for our employees, the environment and the society in which we live
and work. Throughout the entire production process to sales and distribution and the period of use of our
goods and services, we commit ourselves to maintaining social and ecological standards.

Arcandor’s goal is to create sustainable development for our Group, the environment and society. For us,
economic success and sustainable action go hand in hand. We are convinced that good corporate govern-
ance pays off for our Group, both financially and ideologically. Over the medium term, we aim to position
Arcandor as an internationally-leading tourism and commercial company through sustainable management.
We regard it as an urgent task to further improve the sustainability profile of our Group following its name
change and to address our social and ecological responsibilities systematically and group-wide. Following
on from the many years of experience and successes of our participating companies, in 2007 we carried
out restructuring of our sustainability organisation and updated our sustainability strategy. This involved
strengthening central committees and increasing responsibilities in sustainability management. In our
strategic renewal process, we adhere to the values in practice within our Group in relation to our claim that
we are “Committed to creating value” and we also comply with international standards for responsible
company management. Arcandor is committed to the goals of the United Nations Global Compact, which
we have actively supported since May 2006. Detailed information about our activities can be found in our
Communication on Progress Report 2007 at www.arcandor.com > Sustainability.

Throughout the past two years, our Group has been able to demonstrate many highlights and successes:
despite tough economic conditions in 2006, we were able to create more than 1,000 new training positions
in our Group. In the same year, we gave a clear sign of the importance of further training of our employees
with the founding of the Arcandor Academy. Alongside qualification processes for managers, in step with
actual practice the Arcandor Academy offers an international platform to strengthen group-wide dialogue
and corporate culture. For the adjustments to personnel costs, which were required in the course of restruc-

turing, we have developed mutual solutions in close cooperation with employee representatives.



Arcandor

Dr. Thomas Middelhoff
Chairman of the Management Board



PREFACE GROUP STRATEGY COMMUNICATION SUPPLIERS EMPLOYEES SOCIETY DIVERSITY

PROGRAMME

By accepting to the company restructuring agreement, employees have shown their solidarity with the Group.
For this, we would like to thank all our employees here as well. The founding of the Group works council in
2007 will strengthen further the regular, constructive dialogue between employees and management.

In the spring of 2007, Arcandor was able to settle the long-standing legal dispute with the Jewish Claims
Conference as representative of the inheritors of Wertheim. Arcandor accepts its responsibility to history

and welcomes the amicable agreement.

The consistently positive evaluations of our sustainability performance are reflected in the listing of our
Group in the FTSE4Good (FTSE4Good Europe Index and FTSE4Good Global Index) as well as in the Ethibel
Sustainability Index. The fact that our 2005 Sustainability Report earned fourth place in the Institut fiir
dkologische Wirtschaftsforschung (IOW — the Institute for Ecological Economy Research) and future e. V.
ranking of sustainability reports in 2007 was again very pleasing. Furthermore, our business areas were
repeatedly honoured for their commitment to environmentally-friendly and socially-compatible products
and services. Looking to the future, we will continue to place the greatest value on further strengthening the

markets for sustainable tourism as well as ecologically and socially-compatible goods.

Our Sustainability Report 2007 provides information about our successes and progress, but also about goals
that we have failed or have yet to reach. We are guided in this by the requirements of the Global Reporting
Initiative (GRI). We consider the Sustainability Report as an important instrument for maintaining and
deepening the dialogue with our various stakeholder groups. We would therefore be pleased if you would
accept this offer and help us with constructive and critical suggestions for improving our sustainability

performance further.
For the Management Board,

Yours faithfully,

o

Dr. Thomas Middelhoff
Chairman of the Management Board

10
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PREFACE GROUP STRATEGY COMMUNICATION SUPPLIERS EMPLOYEES SOCIETY DIVERSITY
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Arcandor - Committed to creating value

Since 1 July 2007, Arcandor AG as a financial holding company unites three strong business areas under
a single roof: tourism, mail order and stationary retail sales. Between January and September 2007,

the Group, with its more than 87,700 Group employees, generated total sales of more than € 14 bn. As a
financial holding company, Arcandor AG’s focus is on steady growth with the goal of creating value for
our stakeholders on a continuous and sustainable basis. “Committed to creating value” is our Group claim

and guiding principle shared throughout all business areas of the Group.

GROUP STRUCTURE AND OPERATIVE SEGMENTS

The holding company, with its headquarters in Essen, brings together three independent operative areas:
the tourism Group Thomas Cook Group plc, the mail order Group Primondo GmbH and the department
store company Karstadt Warenhaus GmbH.

THOMAS COOK

With its excellent market positions in Europe and North America, the Thomas Cook Group plc is one of the
leading tourism groups worldwide. The new Group came into being from the merger of Thomas Cook
and MyTravel and has been listed on the London Stock Exchange since June 2007. Among its brands are
Thomas Cook, Airtours, Neckermann Reisen, Condor, Ving, Direct Holidays and Sunquest. As a travel
provider, Thomas Cook offers a diverse range of package tours, individual components and services.
Key focal points are the increasingly-individual customer requirements as well as e-commerce. At the end
0f' 2007, Thomas Cook had 97 planes. More than 3,000 company or franchised travel offices advise our
customers when selecting their holiday destination. Thomas Cook has around 19 million travel guests each

year for whom some 33,000 Group employees ensure the best possible service.

PRIMONDO

The Primondo Group portfolio includes high-quality universal and special mail order companies in Germany
and Europe. In universal mail order, the core brand Quelle holds leading market positions both in Germany
and in Central Eastern Europe. A total of twelve special mail order companies, among them the brands
Hess Natur and Baby Walz, satisfy individual customer demands in eleven European countries. As a multi-
channel provider, Primondo, in addition to catalogue mail order, is also positioning itself in the growth
segments of e-commerce and teleshopping with its own homeshopping channel HSE24. In total, Primondo
serves approximately 25 million customers in 24 European countries, maintains approximately 100 shop-
ping domains and dispatches more than 1,400 catalogues each year in a total print run of more than

800 million copies.

12



Arcandor

KARSTADT

Karstadt reorganised itself as a modern marketplace in 2007. The company meets the respective demands and
needs of customers with four independent department store profiles: the prime-location department stores of
the Premium Group, including the KaDeWe in Berlin, the Alsterhaus in Hamburg and the Oberpollinger in
Munich, the Karstadt brand’s department stores, the Karstadt sports stores and the online portal karstadt.de.

In 2007 Karstadt had a workforce of more than 33,600 employees.

GROUP STRATEGY AND INTERNATIONALISATION

The successful realignment of the Group will continue in 2008. The aim of the Arcandor Group is to become
the respective market leader in all business areas. Karstadt and Primondo are intended to become capital-
market instruments. To do this, Arcandor is pursuing a clear internationalisation strategy. It was possible to
bring about notable expansion of the market presence outside the German home market within a short
period of time. Today, the foreign share of sales is greater than 40 percent. Around 31,800 employees,

36 percent of our workforce, are already working in foreign countries — a trend that is set to continue. Key
drivers of this include the success of Quelle in Central Eastern Europe and Russia, the merger of

Thomas Cook with MyTravel and the acquisition of Thomas Cook India.

The growth strategy places the focus on promising, future markets in all areas of business: Thomas Cook is
increasingly putting the emphasis on improvement in the package travel business, expansion in individual
travel and in the internet business as well as on an expansion of financial services. Primondo plans to
expand its multichannel network focusing on e-commerce and teleshopping. In the long term, these modern
distribution channels are planned to develop the same economic strength as the catalogue business. Karstadt
is putting its focus on the consumer fields of fashion, beauty and living, where margins are strong.

ECONOMIC DEVELOPMENT

Restructuring put the Group on a healthy financial basis and allowed us to take an active approach in the
ongoing development of our business areas. In the course of restructuring at Arcandor AG, the financial year
was also changed: it now covers the period from 1 October to 30 September for all operational areas. The
change led to a shortened financial year in 2007. It covers the time period from 1 January to 30 September
2007. Within this period, the adjusted Group sales rose markedly by 71.9 percent to € 14.3 bn. The adjusted
EBITDA of the operational areas improved by € 665.8 m to € 601.7 m. The positive overall results are attrib-
utable to the increase in sales across all three operational areas.
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Anchoring sustainability

“Committed to creating value” — the claim of the Arcandor Group forms the foundation of our sustainability
strategy: values guide our actions and at the same time constitute the results of our responsible business
activities, which focus on the future. With our Mission Statement, we show our commitment to the values
lived out in our company. This includes the benefit to the customer, the motivation and encouragement of
our employees and increase in value for our capital owners. Our stated values also include a socially and
ecologically-responsible organisation of the value creation chain as well as open and cooperative dialogue

with our stakeholders.

CHANGE AND CONSISTENCY

The sustainability strategy of Arcandor is based on the value orientation of our Group and is in agreement
with the ten principles of the United Nations Global Compact as well as the OECD guidelines for multi-
national companies. In the steady development of our sustainability strategy we are building on the Group’s
social and ecological commitment from previous years. At the same time, we meet the challenges involved
in the new Group structure and the consolidation of Thomas Cook into Arcandor’s portfolio. Against this
background, we have implemented numerous changes and restructuring measures in the sustainability man-

agement of the Group since it changed its name from KarstadtQuelle AG to Arcandor AG on 1 July 2007.

In July 2008, the Management Board of Arcandor AG finalised a new organisational structure for group-
wide sustainability management and approved the newly-defined areas of corporate action in relation to
sustainability. They have since included “Product Range — Services — Supplier Management”, “Social
Dialogue”, “Customers”, “Environment” and “Employee Relations”. Every year, the Group determines its
sustainability goals within these five areas of corporate action and steers the group-wide sustainability
strategy towards them. Furthermore, in July 2008, the Board of Management brought Arcandor’s Code of
Practice on Sustainability Management into effect. These guidelines specify the responsibilities and port-
folios of the bodies and committees involved in sustainability management across the Group and regulate the
coordination of goals and measures within the context of Arcandor’s social and ecological responsibilities.
The Board of Management will also finalise the new version of the Group Guideline on Sustainability
Management by the end of 2008.

In accordance with the new organisational structure in the sustainability management of the Arcandor Group,
the Management Board of the Group bears overall responsibility for sustainability and directs its business
towards the demands of ecologically and socially-responsible management. The Management Board of the
Group transferred operational responsibility for the areas of ecology and social affairs to the Board Members
responsible for social affairs and purchasing. In doing so, the cross-sectional competence of the group-wide
Sustainability Council was significantly expanded. This functions as an advisory and recommendation
committee for all the ecological and social affairs of the Arcandor Group.
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ORGANISATIONAL STRUCTURE: SUSTAINABILITY MANAGEMENT

ARCANDOR

COMMITTED TO CREATING VALUE

Group Management Board Members
for social affairs and purchasing

Sustainability Council

Group Management Board Members
and twelve additional members

Department of social affairs

THOMAS COOK PRIMONDO KARSTADT
Sustainability representative Sustainability representative Sustainability representative

Regular reporting

Subsidiary companies’ sustainability representatives are required to report to their
supervisors in their respective companies and to carry out their instructions

Information and knowledge exchange

The chairmanship of the Sustainability Council is held by the Group Management Board Member for social
affairs (chair) as well as the Group Management Board Member for purchasing (co-chair). The committee
was expanded to 14 members including sustainability representatives and chairpersons from the Group
works council as well as managers from all Group divisions relevant to sustainability and the subsidiary
companies. The Sustainability Council meets every six months to develop recommendations for the

sustainable business development of the Arcandor Group.

The Management Board of the Group has entrusted group-wide coordination of our sustainability effort to
the department for social affairs, thereby acting as an interface between the financial holding company, the
Sustainability Council and the participating companies. It is responsible for internal and external communi-
cation and reporting, sustainability rankings and ratings as well as the collection of data and key figures. The
department also coordinates the stakeholder dialogues, diversity management, social compliance and issue
management, as well as the corporate volunteering of the Group. In environmental and climate protection,
in social standards and human rights, as well as in the areas of supplier management, auditing and sponsoring,
the department for social affairs carries out an advisory role. As the operational entity of the Sustainability

Council, its duties also include the implementation of the Council’s decisions.
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In the subsidiary companies, responsibility for sustainability lies in each case with a member of the
Management Board. Each company in addition appoints a coordinator who represents the interests of his
company as a sustainability representative and is a member of the Sustainability Council. Further tasks and
organisational structures are determined independently by the participating companies as part of the group-
wide sustainability strategy. An internal communication system supports information exchange within
Arcandor’s sustainability management framework and provides those responsible with access to relevant

information and key figures.

LEADERSHIP IN RESPONSIBILITY

In exercising their social responsibilities, the leading entities and committees of the Arcandor Group focus
strongly on the German Corporate Governance Codex. We work continuously on further developing our
measures for implementing the Codex and verify their effectiveness at regular intervals. In December 2007,
based on the recommendation of the Codex, we created a fourth supervisory committee, the nomination
committee. We ensure transparency in terms of dates and financial data by drawing up a financial calendar
and by publishing comprehensive investor relations and press information on the Group’s corporate

website. Remuneration of the entities is likewise subject to the principles of transparency.

RISK MANAGEMENT

In order to estimate the risks that are associated with our company activities, we engage in dialogues with
numerous stakeholder groups. These include initiatives, associations, governmental and non-governmental
organisations as well as our suppliers and customers. In order to ensure the timely recognition of risk
potential, to systematise and use it as a basis for decisions, the Arcandor Group also operates an internal risk
management system. It forms part of the group-wide steering system and is based on a uniform and firmly-

defined steering and reporting concept.

SUSTAINABILITY ROADMAP

With the Group’s name change, we have set new goals for ourselves and given sustainability management a
broader base. We thereby also respond to the need to make improvements in terms of overlapping manage-
ment, as outlined in the last Sustainability Report. Our sustainability roadmap shows the milestones that have

already been reached and the steps we wish to take on the way to a successful future.
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SUSTAINABILITY ROADMAP

STRATEGY

-Uniform risk management
-Group Guideline on
Sustainability Management
-Group-wide general specifications

for sustainability management

-Solidarity pact agreement

2003 2004 2005

-Working group
for sustainability

-Supplier
auditing

-Joining
the BSCI

-Reorientation of group-wide
sustainability strategy

-New organisational structure

-New version of Group Guideline

-Derive and establish group-wide goals
from sustainability guidelines

-Group-wide management guidelines

on Sustainability Management

-Name change

2006 2007 2008

-Founding of
Group works
council

-Founding of Arcandor Academy
-2 Group Sustainability Report

-Start of training programme on
social standards for purchasers

-Provide support to affected
people in collapse of a textile

factory

- Start of regular customer surveys

Karstadt

- 1% Group Sustainability Report

-Sustainability communications via
corporate website and intranet

-Dialogue event on the subject of
social standards

-Founding “Quelle InnovationsStiftung”

-Increase share of direct imports

-Taking effect of the Code of Practice| from socially-audited suppliers
to Arcandor AG | on Sustainability Management

in risk markets to 90%

2009 2010 by 2012

-Training projects for
BSClI requirements

-Expansion of e.Campus
(Arcandor Academy)

-Continuation and devel-
opment of workshops
dedicated to sustain-
ability topics throughout
the Group

-4t Group Sustainability Report

-Employee training on
social standards

-Sustainability as a part
of targets for all managers

-Green concept for
environmental protection

-Establish uniform reporting
system and key performance
indicators concept

-Update Code of Conduct for
suppliers

-Introduction of Group job
portal and talent pool

-Restructuring and expansion of
Sustainability Council

-Establishment of group-wide
whistleblower programme

-Signing the “Charter of Diversity”

-39 Group Sustainability Report

-Relaunch sustainability section
of the corporate website

-Introduction of an environmentally-
sound fleet management
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Added value through transparency and openness

The entrepreneurial activities of Arcandor are carried out in the conviction that our commitment creates
added value — for society and for our Group. Values, which are played out in practice and anchored in the
individual and collective consciousness, provide our employees with a reference point and increase their
motivation and productivity. At the same time, these values are an essential prerequisite for gaining the trust
of our stakeholders and also significant capital.

Sustainable management is firmly integrated into the core strategy of our Group. Credible communications
form part of this strategy alongside the need to transport our values effectively inwards and outwards.
“Credibility as a central factor for success can only be reached by means of open communications that
clearly and honestly depict the context and only announce what is also achieved at the end,” states

Dr. Alexandra Hildebrandt, head of social affairs at Arcandor.

SYSTEMATIC STAKEHOLDER DIALOGUE

Arcandor engages in a regular and systematic exchange with its various stakeholders. In order to recognise
the interests and requirements of our stakeholders early, and be able to work on and fulfil them, the depart-
ment of social affairs is entrusted with the systematisation of the Group’s stakeholder dialogues. The
department regularly organises dialogue events that are specific to the individual target groups and engages
in exchanges with the company’s most important target groups. In addition, both the Group departments
and the subsidiary companies engage in stakeholder discussions. In addition to the Annual General meeting
and the analysts meeting, for example, the investor relations division organises the annual Investors’ Day.
The dialogue with capital market target groups is also supported by ongoing exchanges at international

investor conferences, private investor events and in numerous individual discussions.

COOPERATIONS AND MEMBERSHIPS

In numerous initiatives and organisations, Arcandor commits itself to the worldwide improvement of the
basic social and ecological conditions in our society. We are committed to the ten principles of the United
Nations Global Compact and increasingly advocate consideration of the core values in the fields of human
rights, labour rights and environmental standards within the context of our worldwide activities. Since 2003,
Arcandor has been a founding member of the Business Social Compliance Initiative (BSCI). Together

with scientists and representatives from non-governmental organisations, other companies and unions, we
regularly participate in the international Round Table Codes of Conduct initiated by the Gesellschaft fiir
Technische Zusammenarbeit (GTZ), an international cooperation enterprise for sustainable development.
Arcandor also cooperates with the Fair Trade and TransFair organisations as well as with the “Deutsches
Netzwerk Wirtschaftsethik” (German Business Ethics Network). In addition, we are a member of the “Auflen-
handelsvereinigung des Deutschen Einzelhandels” (AVE — Foreign Trade Association of the German Retail
Trade), the “Hauptverband des Deutschen Einzelhandels” (HDE — the German Retail Federation), the
“Kulturkreis der deutschen Wirtschaft” (Cultural Committee of German Business), the “Intercontinental
Group of Department Stores” (IGDS) and “The Conference Board”, a global, independent organisation for

the improvement of management expertise and entrepreneurial services for the companies.
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DEPARTMENT OF SOCIAL AFFAIRS

The department of social affairs is responsible for the coordination and communication of Arcandor’s
themes and goals that are relevant to sustainability. It ensures that professional and credible communication
relating to sustainability is a constant in the culture of the entire Group. One focal point in this regard is the
integration of the topic into personnel development programmes, particularly for prospective executives.

In cooperation with the personnel department, the department for social affairs organised an event on the
subject of “Kreativ handeln, Unternechmenswerte leben” (Acting creatively, living company values) in the
red dot design museum in Essen in January 2008. It became clear here that openness and allowing for changes
in ways of thinking, acting and communicating is the path to success. In order to integrate the concept of
the creative day into the corporate culture at Arcandor, the department for social affairs documented the
event in a brochure. Other book projects of the department for social affairs also have the goal of illustrating
cultural, ecological and social aspects in creative ways. The book “Die Andersmacher. Unternehmerische
Verantwortung jenseits der Business Class” (Kamphausen Verlag, 2008) gives case studies of employees
from various Group companies and documents the implementation of our guiding value of cultural diver-
sity within the Group. As part of a media partnership with Arcandor, the Glocalist Magazine sets out our
Group’s approach to sustainability. The feature presents specific, practical examples from Arcandor and adds
them to a professional, expert debate in the Glocalist media.

REPORTING

Our reporting goal is to communicate our activities in the field of sustainability continuously and transparently.
As a central instrument for this purpose, Arcandor’s Sustainability Report is published every two years.

In the summer of 2008 we also completely revised the sustainability section of the Arcandor Group’s
corporate website and added numerous themes and aspects.

The transparency and quality of our Sustainability Reports have been confirmed by good rankings in recent
years. In the ranking of the sustainability reports of the 150 largest German companies, carried out by the
Institut fiir 6kologische Wirtschaftsforschung (IOW — the Institute for Ecological Economy Research) and
future e. V., Arcandor took second place in 2005 and fourth place in 2007.
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Responsibility in the supply chain

Our customers expect high-quality products from responsible production. Arcandor, therefore, in parallel with
its economic goals, also assumes responsibility for compliance with social standards among our suppliers.
This has made it possible in recent years to improve the work and living conditions for many thousands of
people in our procurement markets.

Arcandor’s procurement guidelines (Code of Conduct, CoC), which are based on internationally-valid con-
ventions of the United Nations Organization (UNO) and the International Labour Organization (ILO), have
already been a fixed part of the contracts with our suppliers in important procurement markets since 2000. As
an active founding member of the Business Social Compliance Initiative (BSCI), we have used the method-
ological instruments and all other opportunities offered by the BSCI since 2003 to meet the responsibilities that
we have assumed. The common goal is to coordinate the numerous efforts made by the companies to improve
working and living conditions in the factories and to design them more efficiently. The BSCI now has approxi-

mately 150 members from eleven European countries.

AUDITING IN ACCORDANCE WITH BSCI

The BSCI process model guides companies and suppliers through several consecutive stages for improving
the situation in the production sites. The process starts with general raising of awareness about the subject of
social responsibility and standards. At this stage, changed attitudes in supply chain management trigger
above all workshops that clarify, with specific examples and documentation, that social engagement also
pays off economically over the long term. Each supplier must assess their own organisation via a self-assess-
ment to create a picture of the situation in their factory and identify any measures that need taking immediately.

Following this, the supplier can request an “official” analysis via an audit.

Currently, eleven external and independent audit companies are authorized to perform BSCI audits, thereby
ensuring the objectivity and comparability of results. As well as determining the current conditions in the
factory, one-on-one interviews with workers are also part of an audit. An audit takes several days and is

concluded with a report that includes a Corrective Action Plan (CAP).

Experience has shown that implementing the CAP, i.e. correcting any problems or shortcomings within the
specified timeframe, can often cause difficulties. Arcandor therefore holds special workshops, individual
discussions and trainings courses with suppliers, and develops ideas and solutions together with them.
When doing this, we usually employ experts in the field who have already had positive experiences with
social responsibility and promote the long-term benefits they have enjoyed from their social commitment.
After implementing the CAP, a re-audit requiring the result “good” is carried out to confirm that the agreed
measures have been implemented and the factory now complies with all necessary social standards. Should
this audit conclude the situation is still “in need of improvement” or even “critical”’, new measures are

drawn up.

20



Arcandor

IMPLEMENTATION OF THE BSCI PROCESS AT ARCANDOR

CSR-TEAM SUPPLIERS
Awareness-raising Self-Assessment/Pre-check
Multipliers
Audit/Review
External
auditing BSClrequirements Best Practice SA 8000
companies mandatory optional

Corrective Action Plan

Qualification and implementation

Multipliers
External Re-aueli
auditing BSCl requirements Best Practice SA 8000
companies mandatory optional

not successful

Consolidation/
Ensure sustainability

successful

repetition after 3 years

However, even if the plant is judged to be “good” in the BSCI process, auditing continues. It is in staff
interests that the level attained is consolidated, and a further audit three years later (from the time of the first
audit) serves to confirm this. As such, consolidating and securing sustainability will become a new focus of
our work with suppliers in the future. We are very confident we will reach our strategic goal that by 2010,
approximately 90 percent of all imports from risk procurement markets will be from socially-audited

suppliers.

WORLDWIDE COOPERATION WITH LI & FUNG

After Arcandor sold its foreign procurement organisation to Hong Kong firm Li & Fung in autumn 2006,
the latter has been responsible for goods procurement in significant import markets as the exclusive agent.
Aside from selecting and managing suppliers, its duties include monitoring and overseeing placed orders,
product quality control, documenting compliance with social standards, and communicating directly with
suppliers in their local language. After overcoming initial difficulties due to differing views and mentalities,
we now work very closely with our colleagues at Li & Fung. Together we set priorities, monitor the supplier
portfolio and regularly inspect the implementation and improvement status of social standards. Furthermore,
new suppliers are evaluated using a pre-check and assessed regarding their suitability and need for develop-
ment. Strategic targets and any focusing on specific groups of goods or markets are, however, still handled

by our Group centre, in line with Arcandor’s ultimate responsibility for supply chain management.
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Achieving success through personnel management

The positive developments of the past two years in all business areas have shown how important well-
trained and motivated employees are for company success. Personnel and knowledge management are thus
a key part of our corporate strategy. Arcandor believes in demographically-sustainable personnel manage-
ment, with the goal of binding well-trained employees to the Group over the long term. Our trainee and
further development schemes have a central role here, and at the end of 2007 Arcandor employed 2,862

trainees across the Group.

ARCANDOR ACADEMY AND E.CAMPUS

In May 2006 we founded the Arcandor Academy. The Business Talents Program (BTP) and the Manage-
ment Learning Program (MLP) are a key component of this. The BTP was carried out successfully in
2006 and 2007, and offers targeted support to talented and committed young employees across the Group.
Over the course of a nine-month programme run by external and internal staff, 20 business talents, having
been selected as part of a anonymized process, gain a valuable insight into issues that are relevant to the
Group and learn about innovative methods. The MLP is similarly structured: a further development course,
it is aimed at employees in differing functions — from management via senior staff in key Group positions
to management trainees. It is structured according to three different modules (MLP 1-3). Since its founding,
the Arcandor Academy has generated considerable interest and enthusiasm among staff, and after its first

two years it is already proving a valuable tool with 352 employees taking part in 136 event days.

The e.Campus was founded in 2007 as part of the innovative environment of the Arcandor Academy. It fo-
cuses on future-orientated and strategically-important themes in the fields of e-commerce, m-commerce and
t-commerce. The e.Campus aims to facilitate e-business related experience exchanges and networking across
the Group, as well as the speedy implementation of innovative concepts and business ideas in this segment.
Beyond this, the e.Campus is intended to assist the further development of existing business models, and to

offer start-ups help in analysing, planning and implementing projects.

ATTRACTIVE PERSONNEL DEVELOPMENT

Arcandor supports the health, job satisfaction and motivation of its employees with a range of attractive schemes.
As the organisation of the company develops dynamically and training requirements evolve, intensive
support and goal-orientated measures are provided to employees from a large variety of fields and hierarchical
levels via professional and personal development programmes. Further to this, health-problem prevention
schemes have been introduced in cooperation with health-insurance providers, while constant improvements
have been made to workplace safety. Depending on the business area, we offer various options for flexible
working hours, family breaks and working from home, so that our employees can combine their professional
and private lives as suits them best. We also offer senior employees a gradual transition into retirement.
Further to this, the Arcandor Group is planning to introduce working-time accounts for the autumn of 2008.
Against a backdrop of falling pension levels and rising retirement ages, working-time accounts are a new
work model designed to make work time more flexible. Employees can “pay in” money or time to their

account, and the employer supports the account with attractive bonuses and by guaranteeing interest rates.

22



Arcandor

Employees can use the credits they save either to enter early retirement, or to take an extended break during
their careers (sabbatical) — while continuing to receive wages. The accounts offer employees far greater

flexibility and allow them to organise their work according to their personal wishes and requirements.

SECURING EMPLOYEE DIALOGUE AND EQUAL TREATMENT ACROSS THE COMPANY

Since the second quarter of 2006, Arcandor has carried out quarterly employee surveys and has therefore
gained a constant overview of the opinions and mood of its employees. The aim of the employee surveys is
to encourage and support dialogue between staff, as well as between managers and their teams. As between
33 and 38 percent of employees have taken part each time, the surveys have firmly established themselves as
a tool for dialogue within the Group.

We enjoy a regular, constructive dialogue with employee representatives, including the newly-founded Group
works council as of 2007. We have also actively implemented the new German General Equal Treatment
Act throughout the Group and trained staff in exactly what it means. An independent complaints office will
also be set up soon for any queries or problems staff may have. At 70 percent, the proportion of women

within our staff is extremely high.

SUPPORTING EDUCATION

Arcandor works with a range of national and international further education institutions such as the
University of Mannheim, the Kulturwissenschaftliches Institut Essen, the European Business School (ebs),
the University College Falmouth (Great Britain) and the Hong Kong Polytechnic University (Hong Kong).
As part of our partnership with the Chinese-German further education college at Tongji University in
Shanghai (China), we discussed our experiences of “sustainability in the supply chain” with Chinese
students during a series of lectures on supply chain management. To further advance scientific discussion
on the subject of corporate governance, Arcandor was also actively involved in the founding of the first
German Institute for Corporate Governance (ICG) at the University of Witten/Herdecke. Here, via the
Arcandor foundation chair for corporate governance & board dynamics, we help shape research, teaching

and continued education.
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In tradition of culture, science and education

Arcandor is continuing KarstadtQuelle’s long tradition of social commitment. As part of this, we support
worldwide aid projects and do a great deal domestically in the fields of culture, science and education — both
via our own projects and through working with initiatives and organisations.

HUMANITARIAN SUPPORT

To provide quick and effective support to the victims of a factory collapse in Savar (Bangladesh) in 2005,
Arcandor took an unconventional route: rather than waiting for the establishment of an international trust
fund, we provided immediate help in cooperation with the “Friendship” aid organisation. Medical care and
assistance with food and accommodation enabled victims’ families to find their own source of income once
more. The hall of the textile factory, in which we only had four test orders produced and whose owners we
had decided long before the accident not to work with, collapsed in the summer of 2005. Since then, our
work with “Friendship” has developed into a long-term commitment, and saw us donate over € 250,000
in materials and personnel support in 2006 and 2007. As part of a newly-created project, we will also be
contributing over € 50,000 to support the people of Bangladesh in 2008.

In South Africa, Arcandor supports the foundation “Hugo-Tempelmann-Stiftung”, which provides medical
care to people suffering from AIDS and also carries out educational work in local clinics. So far, approxi-
mately 200,000 people have received treatment in the foundation’s clinics. In 2007 we donated a total of

€ 25,000, the funds going in part to finance a TV documentary entitled “Ithemba — Hoffnung”, about the
work of the “Hugo-Tempelmann-Stiftung” in South Africa. With the aid of Human Plus, Arcandor donated
€ 10,000 in money and goods to the victims of the Greek forest fires in summer 2007.

CULTURAL ENGAGEMENT

Art and culture are an important part of our company’s values and are therefore reflected in our social work.
As a supporting member of the German UNESCO committee, the Group assists the UNESCO in education,
science, culture and communications. As part of a dialogue with other experts, representatives of institutions
and political figures, Arcandor is actively involved in the German UNESCO committee’s work. In 2007

we supported the award “Deutscher Kulturforderpreis” for outstanding corporate cultural support, with the
Arcandor’s Norintra Design Centre’s new collection displayed at the event. The Group’s commitment to
culture was further underlined that year through our support of the 43rd award “Adolf-Grimme-Preis” as
well as in 2006, though our role as main sponsors of the “Cinema for Peace” Berlinale gala, the profits of
which were donated to UNICEF Germany and other aid organisations.
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Embracing diversity as an opportunity

Arcandor recognises that there are many aspects to diversity: we are committed to maintaining an open
corporate culture, and recognise that fostering diversity has huge benefits to both the natural and corporate

environment.

EVERYBODY COUNTS

We see the cultural diversity of our international staff as a huge opportunity. People with different cultural
backgrounds, ways of thinking and experiences thus receive the support they need to reach their full
potential at Arcandor. We will only be able to deliver innovative and creative solutions across the Group

if every employee feels valued, as demonstrated by our motto: “everybody counts”. As part of our diversity
management, we encourage knowledge transfer between different departments and generations within the
Group, and support talent from every area at the Arcandor Academy. In June 2008, Arcandor will sign the
“Charter of Diversity”, underlining its aim of creating a work environment that is free of prejudice and
where all employees are valued — regardless of their gender, race, nationality, ethnic origin, religion or
Weltanschauung disability, age, sexual orientation or identity.

Since 2007, we have published reports and contributions on cultural diversity at Arcandor with the “Your
Culture Counts” authors’ network, as well as the international agency “Zeitenspiegel”. 2007’s “Die Sprache
von Mode und Design” (The Language of Fashion and Design), represented our first book project on this
subject. As a central project partner, Arcandor helped develop the Bertelsmann Foundation’s “International
Cooperation Skills” toolbox, contributing our experiences in German-Chinese partnerships and providing
financial support. Items in the toolbox focus on potential areas of conflict such as reciprocity, the flow of

information and the perception of differences, and help improve international partnerships between businesses.

BIOLOGICAL DIVERSITY

Further to this, we also support the preservation of biological diversity. In 2007, Arcandor joined the “Natur-
allianz” under the patronage of the German Federal Ministry for the Environment, Nature Conservation and
Nuclear Safety, and in December 2007 we actively participated in the expert debate on the implementation
of a national biological diversity strategy at the first National Forum on Biological Diversity in Berlin.

A test run of seven fuel-efficient, environmentally-friendly fleet vehicles in October 2007 allowed us to
educate staff as to the importance of this type of vehicle. These measures led to a reduction in fuel
consumption of 20 percent and thus lower CO, emissions. Due to this significant CO, reduction, as well

as to the vehicles’ excellent fuel consumption rates and employees’ positive reaction, the Group has now
introduced a sustainable fleet park management system. This has seen us change the models of our fleet
vehicles and establish new environmentally-conscious vehicle regulations.
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Arcandor believes that providing talented and motivated employees with targeted support is both a social

responsibility and a corporate necessity. By founding the Arcandor Academy in 2006, we sent out a clear
signal of our company’s values. The academy plays a significant role in management development within
the Group and its main purposes are to help participants establish networks and exchange knowledge, while
providing targeted support to existing managers and young talents.

Within tailored and innovative programmes, conferences and dialogue events, the interdisciplinary network
is strengthened while concepts and content are inseparably linked to the Group’s work culture. “As such, the
Arcandor Academy does far more than simply link training measures with the goals of our Group,” comments
Dr. Matthias Bellmann, member of the Management Board of Arcandor and the initiator of the Academy.

“It aids dialogue across the Group and strengthens our corporate culture.”

RESULTS-ORIENTATED LEARNING STRUCTURE

As well as learning leadership and management skills, participants in all programmes also carry out
Business Impact Projects (BIPs). These are specific problem-solving exercises that call for innovative ideas
which must make a measurable contribution to the company’s performance in the short term. This scheme
was successfully implemented in both the Management Learning Programs (MLP) and the Business Talents
Program (BTP) in 2006 and 2007. Combining study and daily work with others is the fundamental principle

that guides Arcandor Academy’s actions.

BIP’s implemented so far range from the introduction of Quelle kitchens and special mail order products
(e.g. Bon’A Parte Kids) at Karstadt stores, to on-board sales of Karstadt products on Condor flights, and
specific measures to boost sales and increase the conversion rate.



The Arcandor Academy plays a significant role in management develop-
ment within the Group, and its main purposes are to help participants
establish networks and exchange knowledge, while providing targeted
support to existing managers and young talents.

ARCANDOR ACADEMY EVENTS
2007 2006
Participants Event days Participants Event days
Business Talents Program 20 35 20 8
Management Learning Program 1 21 16 26 16
Management Learning Program 2 24 14 29 15
Management Learning Program 3 38 &3 24 15
Top Management Assistant Program 2007* 17 13
e.camp* 13 5
BTP Dialogue event 2007 30 1 72 1
Marketing day 78 9 68 2
e.day 2006 81 1
e.xpert forum* 30 5

* For the first time in 2007

That is not to say, however, that only business management-orientated projects have been implemented: in
2007, 20 BTP participants designed a waiting room for young patients at the Duisburg Clinic for Paediatrics
and Adolescent Medicine as part of a joint project. They determined the specific requirements, drafted
recommendations and then implemented the finalised room concept themselves, with support provided from
specialist staff at the Group. “Corporate responsibility is about far more than performance indicators,” states
Mirko Hein, Business Talent 2007 of the Arcandor Academy.

INTERNATIONAL FOCUS

The Arcandor Academy is increasingly looking to develop exchanges and expand its programme internati-
onally. Since 2008, both the Business Talents Program and the Management Learning Program 1 have been
delivered in English. This move means employees at all of the Group’s companies, both inside and outside
Germany, are able to take part in the programmes.
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Sustainability Programme Arcandor

OBJECTIVES

MEASURES BY 2008 - STATUS

CONTINUATION AND NEW OBJECTIVES BY 2009

Product range, services and supply chain management

Sustainability management

Reorientation of group-wide sustainability strategy after name
change to Arcandor AG in 2007

Continuous adaptation and verification of the group-wide
sustainability strategy, annual determination of the strategic
sustainability goals of the Group

Finalisation of new organisational structure by group-wide
sustainability management in July 2008

Intensification of company-wide cooperation; establishment of
systematic coordination and exchange processes with regular

target comparison between financial holding and participating
companies

Expansion of cross-sectional expertise of group-wide
Sustainability Council, expansion to 14 members

Introduction of workgroups on sustainability topics of group-
wide relevance; joint development of concept papers on eco-
logically - and socially-relevant topics in the Arcandor Group for
submission to the Sustainability Council

Code of Practice on Sustainability Management to specify
responsibilities and fields of jurisdiction of bodies and committees
in group-wide sustainability management became effective

Implementation of the specifications in the Code of Practice on Sus-
tainability Management; intensified coordination of objectives and
measures within the context of social and ecological responsibility

Complete revision of the Group Guideline on Sustainability Manage-
ment and finalisation by Board of Management, by the end of 2008

Business management

Establishment of a group-wide whistleblower programme in 2008

Internal communication and presentation of the whistleblower
programme

Data recording/
collection of key figures

Adaptation and optimisation of existing data recording systems

Establishment of a uniform reporting system as well as a key
performance indicators concept for the Arcandor Group

Supply chain management

Implementation of worldwide workshops and training schemes with
approximately 300 participating suppliers, initiation of individual
discussions with purchasers and mailings

Inclusion of additional and smaller suppliers into the BSCI process;
improvement of the BSCI information database

Update the Code of Conduct for suppliers by adapting existing
requirements/adding new requirements in 2009

Increased auditing status: 52 % of products from risk procurement
markets from socially-audited factories

Increase imports from risk procurement markets from socially-
audited suppliers to approximately 90 % by 2010

Attainment of BSCI audit recognition with various brands
(Disney and Hush Puppies are accepting BSCI audits within the
licence agreements)

Implement the Factory Evaluation Process by means of comprehen-
sive verification of all new suppliers in terms of conformity to social
standards prior to commencing business relations

Implementation of a pilot project in the Pearl River Delta (South
China): intensive training of selected suppliers by external trainers
in the fields of human resources management, communications,
health and workplace safety, increasing productivity

Training for suppliers and workers in China, Bangladesh, India and
Turkey in 2009

Training scheme in Bangladesh: training 15 of the most important
suppliers in the fields of workplace health and safety, reducing
overtime hours etc.

Design House Norintra supplier training: educating factory man-
agers in the field of organic cotton production and compliance with
social standards in the delivery chain

Gaining committed suppliers as multipliers: experience and
knowledge transfer regarding sustainable factory management
through multipliers within the context of workshops and individual
discussions

Specific training schemes on topics such as BSCI requirements,
increased productivity, human resources management,
HIV prevention etc.

Level assurance in suppliers who are entering the repeat cycle

Develop and expand level assurance

PROGRAMME



Arcandor

OBJECTIVES

MEASURES BY 2008 - STATUS

CONTINUATION AND NEW OBJECTIVES BY 2009

Employees

Employee training
and information on
environmental protection

Communication of sustainability strategy and Group objectives
using the employee newsletter and the Group intranet

Intensify employee information about group-wide sustainability
management

Implementation of preventive measures in cooperation with health
insurance providers

Constant improvements in health management and work safety

Implement seminars on the General Equal Opportunities Act
every 12-24 months

Employee representation

Founding of Group works council in 2007

Develop and expand group-wide representation of employee
interests

Training and continued
education of employees

Founding of the Arcandor Academy in May 2006; implementation of
employee programmes (Management Learning and Business Talents
Program), specialised conferences and dialogue events for all Group
employees in German and English

Expand participant numbers and event days at the Arcandor
Academy; internationalise the Arcandor Academy; expand the
e.Campus with measurable turnover increase

Develop a Group job exchange as well as a talent pool for stronger
binding of highly-qualified employees to the Group

Introduce on-board system to support new employees from the
day of contract signing (provision of information, mentorships)

Maintaining high standards
in the creation of flexible
working hours

Implementation of various options for flexible working hours, family
breaks and working from home; enable a gradual transition into
retirement for senior employees

Continuation and optimisation of existing instruments

Planning employee
development

Introduce working-time accounts for flexible design of lifetime
working hours

Expand working-time accounts to selected business fields

Social dialogue

Stakeholder dialogue

Regular holding of dialogue events with internal and external
stakeholders by the department for social affairs as well as target
group-specific dialogue events by Group functions

Group-wide systematisation of stakeholder relations through the
department for social affairs

Continuation and expansion of stakeholder dialogues in all Group
functions

Participation in stakeholder dialogues within the context of the
Round Table Codes of Conduct as well as focusing on the Round
Table 2007 at the Arcandor Group, Essen

Expansion of commitment and participation in projects for the
implementation and further development of social standards in
supplier countries within the context of the Round Table Codes of
Conduct in 2009

Signing the “Charter of Diversity” in June 2008

Boost the diversity concept within the Group by means of internal
communication measures

Joining the “Naturallianz” under the leadership of the Federal Minis-
try for the Environment, Nature Conservation and Nuclear Safety in
2007

Develop awareness among internal and external stakeholders about
maintaining biological diversity

Customers

Sustainability
communications

Implement the department for social affairs’ communication concept,
as well as relaunch of the sustainable section of the corporate website

Expand and intensify open and transparent communication about
Group sustainability management; continuous update of sustain-
ability presence on the corporate website

Publication of the group-wide Sustainability Report 2007

Publication of the next Sustainability Report in 2010

Environment

Environmental
management

Conception of a green concept for the Arcandor Group

Implementation Arcandor Group's green concept

Test run with seven economical and environmentally-friendly fleet
vehicles in October 2007 to educate employees as to the use of
environmentally-friendly vehicles

Expand the fleet of economic, environmentally-friendly vehicles to
approximately 370 models by the end of 2010

Reduce CO, emissions through reducing fuel consumption by 20%

Further reduction of CO, emissions by implementing various
measures within the Group
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PREFACE

as the oldest and best-known name in travel, Thomas Cook pioneered international travel in 1845. More

than 150 years on, we are proud that our international business brings economic benefit to the destinations
that we, and our customers, visit. We recognise the many virtues of travel, the positive cultural exchange and ‘

F

the boost to local economies, but we are also aware of the potential impact on the environment, societies and
local communities. The travel and tourism industry has a responsibility to operate in a sustainable way and
Thomas Cook, which founded its business with clear social and educational intentions, is very proactive in

this area.

Thomas Cook’s original vision was to enlighten people through travel and contribute to their ongoing educa-
tion. This not only remains true today but has been further developed and gained increasing importance over
the years. We aim to place sustainability at the core of our business and feature it as an integral part of our
strategy, particularly when it comes to the environment. The