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Introductory Remarks

Competition has increased dramatically in national and international markets
during the past couple of years. The increased individualization of our customer
processes and requirements is making exacting demands of our company and,
as a consequence, of the logistics units in terms of quality and flexibility. Classic
material and supply chain tasks have been transformed into end-to-end
customer-oriented management functions and processes. The quality of the
logistics  functions is becoming increasingly determinative of the
competitiveness of our company and as such has become a mission critical
strategic factor. Compliance with quality and environmental provisions depends
on the willingness and readiness of those involved to engage in continuous

improvement.

Part of this end-to-end approach is dependent on collaboration between
HYDAC and the users of packing materials and open, continuous dialog
between them so as to ensure smooth, hitch-free operations. A basic
prerequisite for manufacturing high-quality products is that all stakeholders
strive for and adhere to high quality along the entire process chain. However,
since the companies of the HYDAC group of companies (collectively referred to
below as “HYDAC”) cannot achieve this high degree of quality without
cooperation with HYDAC's SUPPLIERS they require reliable and
knowledgeable business partners who are pursuing the same customer-

oriented objectives.

This HYDAC Logistics Manual is designed to improve the supply relations
between the respective SUPPLIERS or service providers of HYDAC
(collectively referred to below as “SUPPLIER”) and HYDAC and to minimize
frictional losses. The provisions contained herein form the generally binding

framework for all business areas of HYDAC.

This HYDAC Logistics Manual provides information about the use of packing
and packaging. It shows the individuals and units responsible for packaging and

packing how goods are to be packed in a safe and optimal manner.
Stand: 09/06/2010 5
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The manual is designed to guarantee efficient, smooth processes and flow of
material. HYDAC employs multi-way (or returnable) packaging, i.e. load
modules or carriers, in deliveries of material between HYDAC and the
SUPPLIER. The goal is the end-to-end organization of the logistics chain using
unified packing and leveraging by all stakeholders of the potentials achieved as
a result. This also contributes to preventing substantial amounts of waste from
being created. Load modules are of two types, depending on quality assurance
and handling requirements: universal load carriers and load carriers specifically

tailored to the items or material to be transported in exceptional cases.

Stand: 09/06/2010 6




HYDAC

INTERNATIONAL

Information Logistics

1 Information Logistics

1.1 Communication between the SUPPLIER and HYDAC

A functioning collaborative relationship is instrumentally dependent on
communication between the SUPPLIER and HYDAC.

Essential factors in this process: timely and active information with regard to
any changes in the circumstances affecting the supply relationship
(agreements, contracts, processes, etc.) as well as adherence to and

monitoring of agreements in place.

1.2 Contacts

The SUPPLIER is to designate the contacts responsible for logistics (contacts,
substitutes, line managers, with e-mail address, phone and fax to be included for
each). The SUPPLIER shall ensure that the contact possesses the requisite subject

matter competence.

Languages used in communications:
language of the country of the respective HYDAC manufacturing site, —or—

English (as the standard language for use in international communication)

1.3 Availability of Contacts

The contacts designated by the SUPPLIER (or their substitutes) must be
available at minimum on workdays from 7 a.m. to 5 p.m. (refers to SUPPLIER’s

local time).

Stand: 09/06/2010 7
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Packing and Packaging Logistics

2 Packing and Packaging Logistics

2.1 Function of Packing and Packaging

The key functions enabled by packing and packaging are: protection, storage,
loading and transport. Protection is offered by the contents being protected
against the influences of mechanical, chemical and environmental action and
their being prevented from being lost. The storage function of packing is to
ensure storage that is simple, convenient, easy to manage, and enhances
quality assurance. The loading and transport function of packing is designed to
ensure that material and products can be moved in an easy, efficient, and safe

& reliable manner.

2.2 Specification of Packing and Packaging

Generally speaking, the packing/packaging used between HYDAC and
SUPPLIER is to be geared to ecological, economical and qualitative criteria
specified by HYDAC. HYDAC and the SUPPLIER will establish a product-
specific packing/packaging in the form of a packing specification that is binding
for future deliveries of products and material under the contract as long as
HYDAC does not consider another type necessary. Once HYDAC notifies the
SUPPLIER of the packing specification SUPPLIER shall confirm same within
two weeks. In the event that no response is received within this period, HYDAC
will deem the packing/packaging agreement to have been accepted (for sample,
see page 7).

An existing packing/packaging agreement with the SUPPLIER is an integral
component of the logistics agreement. Adherence to the packing specification is
taken into account in the SUPPLIER logistics evaluation. Evaluation of
packing/packaging extends to the following: whether the deliveries were
effected in the agreed packing/packaging, with the agreed fill level and correctly

labeled with the prescribed accompanying identifying information.

Stand: 09/06/2010 8
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Packing and Packaging Logistics

Example of a packing specification:

SAMPLE

Stand: 09/06/2010 9
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Packing and Packaging Logistics

The SUPPLIER must comply with the following principles:

Avoidance of packaging:

The packing/packaging may not be any larger or more elaborate than absolutely
necessary to protect the products/material. Filler material is to be avoided, or
reduced to a minimum. Recyclable packing material is to be used when
employing one-way (non-returnable) and multi-way (returnable) packaging, and

to be labeled in accordance with waste management provisions.

Multi-way (returnable) packaging is to be given preference in cases in which the

environmental and quality evaluation of one-way (non-returnable) and multi-way

(returnable) packaging produces identical results:

Poolable multi-way (returnable) packaging (Europool items such as euro pallets,
euro wire mesh box pallets, mini-load carriers (MLCs, also sometimes referred
to in the industry as “VDA-KLTs”, etc.) is to be given preference over non-
poolable multi-way (returnable) packaging. Multi-way packaging should feature
standard sizing and conform to packing/packaging types already in use at
HYDAC,; specific designs and other sizes are permissible only in the event of
special requirements posed by the material to be transported. Multi-way
packaging must be such that it is emptied completely and is easy to clean and

dry.

2.2.1 Special Requirements Applicable to Wood Packi ng Materials

in International Trade

Packing material made of wood must comply with IPPC Standard ISPM no. 15
as amended. The wood must be free of live pests and feeding punctures. The
SUPPLIER warrants that only wood varieties and grades are used that comply
with the IPPC standard as amended. The SUPPLIER shall be responsible for
keeping abreast of the current version in effect. Any departures from the
Guidelines for Regulating Wood Packaging Material in International Trade are
subject to express approval. Please refer to the following website for information

on IPPC provisions and national regulations:
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Packing and Packaging Logistics

https://www.ippc.int/IPP/En/default.jsp

The inclusion of a packing material declaration with consignments is to be done
in accordance with the import regulations of the Federal Republic of Germany.

(see: www.bba.bund.de

http://www.jki.bund.de/cln_044/nn_1030794/DE/Home/pflanzengesundheit/regelungenStandard

slippc/ispm15 _de.html). All wood material used must comply with ISPM standard

no. 15 (ISPM no. 15 “Stamping on Wood”). The packing material declaration
must indicate whether the material complies with ISPM standard no. 15.
Otherwise a certificate of disinfection has to be submitted at the time of delivery.

The use of rough or brittle wood for packing purposes is prohibited.

In the event that packaging material made of untreated wood is used, a
certificate of treatment/disinfection is required. Using straw, bark or similar
materials is prohibited. The SUPPLIER is to enclose a certificate evidencing a
clean report of findings in the event that plywood, chipboard, high-density
particle board, etc. is used.

2.2.2 Multi-way (Returnable) Packaging

According to VDI Guideline 4407, multi-way (returnable) packaging is
“packaging that can be used multiple times without any impairment of the
protection, transport, storage and transshipment function and can be employed
in open and closed systems.” Multi-way packaging is subdivided into two

categories:

Universal load carriers (ULTS)

Special load carriers (SLTs)

Stand: 09/06/2010 11
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Packing and Packaging Logistics

2.2.2.1 Universal Load Carriers (ULTS)

ULT universal load carriers are used for various types of component families.
They are used throughout HYDAC. They do not possess any fixed
inserts/structures. Before effecting the first delivery, HYDAC is to be consulted

about the packing/packaging first.

Euro pallets and euro wire mesh box pallets, with a load carrying capacity of
up to 900 kg

HYDAC-KLT mini-load carriers and lid, HYDAC plastic pallets, —or—
HYDAC-GLT large-load carriers

The containers have to be capable of being stacked and placed together in

order to ensure damage- and loss-free transport.

2.2.2.2 Special Load Carriers (SLTSs)

Special load carriers (SLTs) are used for the specific packing of uniquely

allocatable components/component families.

As a rule, they are used between HYDAC and a SUPPLIER, and in exceptional
cases also for several suppliers and HYDAC. Using special load carriers is
permitted only in cases in which no universal load carriers can be used owing to

specific product requirements.

In any event, prior to delivery HYDAC's consent and approval must be obtained
pertaining the use of special load carriers. This extends to the following, for
example:
other plastic containers, with inserts/blister packaging and/or electrical
conductivity
plastic pallets as used in high-bay storage and warehousing systems (1200
x 800 mm)

large-load carriers, e.g. wire mesh box pallets with inserts

Stand: 09/06/2010 12
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Packing and Packaging Logistics

2.2.2.3 Packing Material and Aids
If necessary, packing material and aids are to be used as accessories for

universal load carriers and special load carriers; they are used for quality

assurance purposes. These, too, are subject to approval by HYDAC.

2.2.3 One-way (Non-Returnable) Packaging

One-way or non-returnable packaging is designated for use one time. After use
it is recycled. Generally speaking, one-way packaging is to be avoided. It may
be used as a packing aid only as an exception and as agreed with HYDAC.
When one-way packaging is used, HYDAC reserves the right to charge for the

additional logistics expense incurred as a result.

Preferred packing material for HYDAC:
Plastics: ABS, PS, PE, PP, EPP
Corrugated board according to DIN 55468
Solid (fiber) board
Wood (only in pallets)

Non-permissible packing materials:

PVC
Food-based filler material

Plastic composites

Stand: 09/06/2010 13
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Packing and Packaging Logistics

2.2.4 Non-compliant Packaging

Non-compliant packaging refers to multi-way packaging or one-way packaging
used by the SUPPLIER which does not comply with the packing specification. It
may be used only as an exception and upon agreement with HYDAC.
Qualitative requirements to be satisfied by the part being supplied determine the
type of deviating packaging. The SUPPLIER shall be responsible for the quality
of components. In the event that the SUPPLIER uses a container which is
identical to the HYDAC container, this container is to feature the same HYDAC
container number. In the event that containers come to be mixed in such cases,
returning the containers shall be precluded; the container shall become
HYDAC's property free of charge.

2.2.5 Packing/Packaging for Hazardous Items and Mat  erial

Packing/packaging for hazardous items and material is multi-way packaging or
one-way packaging that is suitable for transport of the respective hazardous
items or material in accordance with the hazardous goods regulations in effect

for the respective transport mode and country.
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Handling and Processing of Load Modules

3 Handling and Processing of Load Modules

The TRADING PARTNER [collectively refers to suppliers, service providers and
customers] will comply with all of the provisions below pertaining to the handling
and processing of load modules between HYDAC and its TRADING
PARTNERS so as to achieve and ensure joint quality, supply and inventory
objectives.

Handling and processing of load modules is done via the HYDAC Container

Management System for account administration. (www.hydac.com Service

Container Management)

3.1 HYDAC Container Management System

The TRADING PARTNER will administer load module accounts jointly with
HYDAC in the HYDAC Container Management System and will reconcile
account balances with HYDAC. This system enables the TRADING PARTNER
to obtain information at any time on its current account balance. The TRADING
PARTNER has the option of obtaining active or passive access to the system.
Each active consignor enters its outgoings in the management system, the
outgoings then being checked by the recipient but not yet entered. Entries may
only be made in the HYDAC Container Management System. (Excel
spreadsheets and handwritten lists are not acceptable accounting alternatives
for HYDAC.)

3.2 Handling Load Carriers

HYDAC load modules are valuable aids that must satisfy the wide variety of
requirements made by an end-to-end logistics chain.
The following points must be borne in mind so as to preclude any hazards being

posed to persons and damage to consignments:

Stand: 09/06/2010 15
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Handling and Processing of Load Modules

3.3 Load Carriers (LTs)

The supplier is to:
ensure that load carriers are treated carefully
adhere to packing/packaging provisions
ensure that the material/items loaded in the load carrier are evenly
distributed over the entire area of the load carrier
employ safety devices on the load carriers
not to exceed the maximum permissible carrying capacity and stacking
capacity
fill empty spaces so as to prevent material from slipping or shifting around in

the load carrier.

3.4 Shipping Containers

Shipping containers are formed from several individual components (e.g.
pallets, HYDAC mini-load carriers, etc.). The SUPPLIER is responsible for

adhering to the following:

The SUPPLIER is to comply with the packing/packaging provisions

As a rule, shipping containers containing mini-load carriers should not
exceed 1m in height.

Shipping containers comprised of layer load carriers featuring wood pallets
must be secured for transport by way of suitable means. The number of

strappings must be agreed with HYDAC.

The following provisions must be complied with when using tension straps:
The straps must be made of polyethylene terephtalate (PET) and possess
the proper grades and properties.
The strap is to be tensioned applying a maximum of 50% of the tensile
strength so that the load carriers are not damaged.

Stand: 09/06/2010 16
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Handling and Processing of Load Modules

The SUPPLIER must ensure that the load carriers are not damaged as the
result of handling. In the event that load carriers are damaged, the SUPPLIER
will be charged for the repair costs incurred. In the event that the packing
material is sent to a non-registered recipient, the sender will be invoiced for the
packing material.

Packing material may be used by the SUPPLIER exclusively for the designated
purpose. The packing material may not be used for the interim storage of semi-
finished goods or for storage beyond the current delivery call-off at the
SUPPLIER's.

Material which poses the risk of damaging, contaminating or destroying pack
items owing to its shape or properties may not be used. The load carriers may
not be used for goods containing acid, chemicals or similar substances.

The appearance and shape of load carriers may not be altered. HYDAC load
carriers may not be sold, scrapped or disposed of. Defective HYDAC load
carriers are to be turned in to the HYDAC load carrier pool; those responsible

for damage to the load carriers will be invoiced accordingly.

3.5 HYDAC Procedure for Exchanging EUR Pallets and EUR
Wire-mesh Box Pallets

EUR pallets and EUR wire-mesh box pallets are to be exchanged directly upon
delivery. HYDAC maintains sufficient stocks of empties in order to cover the
daily quantity required to exchange EUR load modules. In exchanges, the
TRADING PARTNER is entitled only to empties in the quality and quantity
documented by HYDAC as having been furnished by the TRADING PARTNER.

Where no direct exchange is made, the TRADING PARTNER is not entitled to
have its account settled entirely. In this case, settlement is only done for partial
quantities. Application for pickup of the non-exchanged quantity must be made
in advance with HYDAC Container Management. Application is to be made in
writing (e.g. via e-mail by contacting behaeltermanagement@hydac.com);
Stand: 09/06/2010 17
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Handling and Processing of Load Modules

applications must be received by HYDAC Container Management no later than
five days prior to the planned pickup date.

HYDAC will not pay any invoices for outstanding empties.

3.6 Exchange of Defective or Counterfeit EUR Load M odules

Defective or counterfeit EUR load modules (EUR pallets / EUR wire-mesh box
pallets) interfere with HYDAC's internal materials management, thus resulting in
substantial incidental costs and expenses being incurred. HYDAC reserves the
right to invoice the TRADING PARTNER for any associated costs incurred (e.qg.

repacking expense, added administrative and logistics expense).

EUR load modules that do not conform to Epal exchange criteria (see:
www.epal-pallets.org) will not be accepted or exchanged by HYDAC. They will

be entered as one-way (non-returnable) load modules and treated as such. (cf.
section 2.2.3)

Defective EUR load modules will also be entered as one-way load modules. In
cases where load modules can be repaired, the TRADING PARTNER will be
charged for the repair costs. 1:1 exchange is possible again once the repair

charge has been applied.

Stand: 09/06/2010 18
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Handling and Processing of Load Modules

3.7 Criteria Applicable to the Exchangeability of W  ire Mesh
Box Pallets

In the event that EURO wire mesh box pallets should exhibit one or more of the
following types of damage, they shall be deemed to not be exchangeable and
must be removed from circulation and repaired or scrapped as applicable:

a) The stacking frame or corner uprights are deformed:

b) The hinged front panels can no longer be opened or closed because the
bolt is hidden, the hole and bolt are displaced, or components have
broken off.

The following wire mesh box pallets are OK: wire mesh box pallets which are

difficult to close or are exclusively prevented by the goods/packing.

Stand: 09/06/2010 19
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Handling and Processing of Load Modules

C) The floor frame or feet are so bent that the wire mesh box pallet no

longer stands firmly on four feet or can no longer be stacked safely:

d) The lattice is so torn or bent that the wire ends protrude inside or outside

by more than 2 cm (two wires per wall are allowed to be missing):

e) The board or part of a board is missing:

Stand: 09/06/2010 20
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Handling and Processing of Load Modules

f) The general condition is so bad owing to rust or dirt that the contents

may be contaminated:

3.7.1 Labeling of Wire Mesh Box Pallets

Wire mesh box pallets must comply with various criteria so as not to require
removal from circulation. Wire mesh box pallets may not be used unlabeled as
EURO wire mesh box pallets unless they comply with the following criteria
(applies to the container and inscription plate ):

First, wire mesh box pallets have to be differentiated in terms of their load-

carrying capacity. This can be determined by referring to the inscription plate. It

may amount to 900 kg or 1,500 kq :

-, D

1,500 kg wire mesh box pallet 900 kg wire mesh bo  x pallet

Stand: 09/06/2010 21
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Handling and Processing of Load Modules

3.7.1.1 900 kg wire mesh box pallets

As to the 900 kg wire mesh box pallets, the following is distinguished: spring-

action vs. latch closure :

Latch closure Spring-action closure

Spring-action closure:

Criteria
The hinged frame is reinforced by a flat steel strut onto which the spring-

action closure is connected on either side:

Stand: 09/06/2010 22
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Handling and Processing of Load Modules

Inscription plate:

The inscription plate is not embossed or stamped but rather all information is

stenciled on_ only. The indication of the manufacturer (3) may not be

missing.

The inscription plate may also be stamped or embossed since it cannot be
precluded that a repair workshop has had to replace the inscription plate. In this
case, however, the load-carrying capacity must amount to 900 kg. Wire mesh

box pallets with a spring-action closure or an insc ription plate bearing

“1.500 kg” are forgeries and must therefore be remo ved from circulation.

Wire-mesh box pallets that do not_ comply with the aforementioned criteria

may not be exchanged. These wire-mesh box pallets are accepted by

HYDAC as one-way (non-returnable) wire-mesh box pal lets only. These
wire-mesh box pallets have to be repacked for safe ty reasons prior to
putting into storage or forwarded for downstream pr ocessing. HYDAC
reserves the right to invoice the TRADING PARTNER f or any associated
costs incurred (e.g. repacking expense, added admin istrative and

logistics expense).

Latch closure:

Criteria
Here, too, the hinged frame is reinforced by a flat steel strut (cf. spring-
action closure above). In addition, on the upper side of the hinged frame
there are 9 weld seams (cf. nos. 1-9), each a minimum of 3 cm long:
Stand: 09/06/2010 23
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min. 3 ¢M 4

Make sure to check for compliance with this criteri on first.
Inscription plate:

The inscription plate is embossed or stamped; only the Y number is stenciled
on.

The following should be noted in particular:

(1) the embossed/stamped EUR sign
(2) the stamped sign of the owner rail company (generally speaking
DB)
(3) proof of manufacturer (hame or permit number) and
4) the stamped Y and (at least partially) legible stenciled-on Y
number.
(1

2)

)

-

Wire-mesh box pallets that do not_ comply with the aforementioned criteria
may not be exchanged. These wire-mesh box pallets are accepted by

HYDAC as one-way (non-returnable) wire-mesh box pal lets only. These

Stand: 09/06/2010 24
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Handling and Processing of Load Modules

wire-mesh box pallets have to be repacked for safet y reasons prior to
putting into storage or forwarded for downstream pr ocessing. HYDAC
reserves the right to invoice the TRADING PARTNER f or any associated

costs incurred (e.g. repacking expense, added admin istrative and
logistics expense).
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Handling and Processing of Load Modules

3.7.1.2 1,500 kg wire mesh box pallets
Criteria

Standardized 1,500 kg wire mesh box pallets feature 9 weld seams, each a

minimum of 3 cm long (cf. nos. 1-9), on the upper side of the hinged frame:

min. 3 cM 4
9l

Make sure to check for compliance with this criteri on first.

In addition, the wire mesh box pallets always feature a latch closure:
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Handling and Processing of Load Modules

Inscription plate:

The inscription plate is embossed or stamped; only the Y number is stenciled
on.

Standardized wire mesh box pallets feature the following markings:

(1) the embossed/stamped EUR sign
(2) the stamped sign of the owner rail company (generally speaking
DB) and
(3) the stamped Y and (at least partially) legible stenciled-on Y
number:
1
1) )
3)
The following must also be present:
4) proof of manufacturer (hame or permit number) and
(5) the embossed/stamped EPAL sign:
(5)
(4)

In_addition, 1,500 kg wire mesh box pallets are also deemed to comply with the
standard if
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a) they do not feature an EPAL sign (however, (1), (2), (3) and (4) have to

be present):

(1)
(@)

(4)

®3)

b) they do not feature any proof of manufacturer (repaired wire mesh box

pallets whose inscription plate has been replaced) provided that (1), (2),

(3), (4) and the control seal of the repair workshop (5) are present:

(1) )

®3)
()

(4)
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The control seal of the repair workshop (5) may look like this:

they do not feature the embossed/stamped inscription plate if they are
the property of OBB (Austrian Railway). Distinctive features of compliant
wire mesh box pallets here are:

(1)  the red control seal of OBB and

(2)  the proof of manufacturer:

(1)

(2)

Wire mesh box pallets that do  not comply with the aforementioned criteria

(the general criteria or exception case a), b) orc ) ) may not be exchanged.

These wire-mesh box pallets are accepted by HYDAC a s one-way (non-

returnable) wire-mesh box pallets only. These wire-  mesh box pallets have

to be repacked for safety reasons prior to putting into storage or

forwarded for downstream processing. HYDAC reserves the right to
invoice the TRADING PARTNER for any associated cost s incurred (e.g.

repacking expense, added administrative and logisti CS expense).
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3.7.2 Acceptable Containers

A few examples of wire mesh box pallets are shown that are frequently
mistakenly sorted out as damaged.

Only a few examples are offered as an aid; these examples do not propose

to be exhaustive . Preference is to be given to noting in full the cri teria

listed for damaged containers and authenticity crit eria of EURO wire mesh

box pallets.
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1) Up to two wires per wall may be missing.

2) Wires may be bent.

3) Wires may be ruptured up to three places per wall.
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4 Procurement

In order to avoid bottlenecks caused by insufficient load carriers, HYDAC'S load
carrier management is to be contacted in a timely manner. Supplying with load
carriers is done by the respective recipient HYDAC plant/manufacturing site on
the basis of inventory management and supply requirements.

SUPPLIERS are obligated to support control by way of continuous monitoring of
inventories and to manage inventories in good faith. The SUPPLIER is
responsible for taking the initiative and requesting empty load carriers via

HYDAC container management.

4.1 HYDAC Designs (Universal / Special Load Carrier s)

The procurement of HYDAC load carriers is done by HYDAC. The load carriers

procured by HYDAC are its property.

4.2 Multi-Vendor Designs

As a general rule, these containers (e.g. EURO pallets/wire mesh box pallets)
are procured by HYDAC. Exceptions to this rule may be arranged, however this
has to be cleared through HYDAC first. Additional requirements on the part of
the SUPPLIER can be covered by way of procurement by the SUPPLIER.

4.3 SUPPLIER Designs

The SUPPLIER may attend to the design and procurement of special load
carriers on its own initiative as agreed with HYDAC. To this end, a written
agreement is needed between the SUPPLIER and HYDAC. In this case the
SUPPLIER is the owner and bears the attendant responsibility (repair work,
provisioning in a timely manner in keeping with requirements). The requisite

amount of load carrier stock in circulation is to be mutually agreed with HYDAC.
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4.4 One-way (Non-Returnable) Packaging

The costs for one-way packaging including procurement and disposal are to be
borne by the SUPPLIER.
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5 Requirements Planning and Assessment

Determining the overall requisite amount of load carrier stock in circulation will
be done by HYDAC.
A distinction is made here between two types of requirements planning and

assessment:

5.1 Universal Load Carriers / Poolable Mini-Load Ca rriers
(KLTs) / Euro Pallets / Euro Wire Mesh Box Pallets

Save as provided for otherwise, the SUPPLIER shall receive load carriers
(universal load carriers / poolable mini-load carriers (KLTs) / euro pallets / euro
wire mesh box pallets) for a defined stock level of products without being
charged for use (basis: future call-off deliveries; transit inventories). The rules of
the European Pallet Association (Internet: http://www.epal-pallets.org) shall

additionally apply to euro pallets and euro wire mesh boxes.

5.2 Leased Load Carriers

In the case of leased load carriers, HYDAC will perform a supply requirement
accounting pro load carrier type. It will take into account the agreed load carrier
with its fill quantity, the current requirements of specified components and load

carrier circulation factors.

HYDAC will take into consideration the lead time for load carriers (i.e. the
SUPPLIER will be provided the requisite load carriers 3 days prior to the
scheduled incoming goods date at HYDAC). The lead time accounting is the
result of the backscheduling in workdays of load carrier requirements at the
SUPPLIER'’s proceeding from the date of the receipt of goods at HYDAC.
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Variables in determining the load carrier circulation factors:

Planned delivery interval for load carriers

These values amount to between 1 (daily load carrier supply) and 5 (load
carrier supply once a week).
Duration of transportation between HYDAC and the SUPPLIER

This is dependent on the transport concept (direct relation/area contract
freight forwarder) and the agreed forwarding times between the
SUPPLIER’s site and HYDAC.
Lead time at the SUPPLIER’s
Agreement between HYDAC and the SUPPLIER based on a minimum lead

time of 2 workdays.

The SUPPLIER lead time describes the value in workdays for which the
SUPPLIER is supplied with load carriers in advance. The SUPPLIER lead time
must take into account other possible variables at the SUPPLIER’s end like load
carrier retention time at the subsupplier’'s, production batch sizes, inventory
reserves, etc. If necessary, special requirements can be additionally agreed
between HYDAC and the SUPPLIER.

HYDAC is to be notified immediately of any changes in the supply form or
logistics chain (e.g. supply deliveries, supplementary SUPPLIER requirements)
or any movement of production sites as soon as this information becomes

available.

5.3 Administration of Load Carriers

The SUPPLIER is to maintain load carrier accounts and reconcile account
levels with HYDAC.

HYDAC will maintain load carrier accounts at minimum of HYDAC’s own load
carriers and poolable mini-load carriers (MLCs), euro pallets and euro wire
mesh box pallets.

The SUPPLIER will be notified of the account levels via HYDAC’s web platform
(www.hydac.com). Any complaints must be lodged and received by the
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competent load carrier administration unit (at HYDAC) within 10 workdays, at
which time the supporting document (delivery slip/advice note) is to be

submitted.

Otherwise the inventory level indicated shall be deemed to have been
confirmed by the SUPPLIER. Any quantity differentials are to be clarified by the
SUPPLIER with HYDAC's support.

In this context, upon receiving incoming consignments of load carriers the
SUPPLIER, upon detecting any shortcomings with regard to the load carriers
delivered, e.g. differences in quantity, dirt or contamination, or damage, is to
immediately file a complaint and to indicate the delivery slip/advice note and
provide photographic documentation and a brief description.

In the event that the shortcoming was visible already upon assumption from the
freight forwarder, the freight forwarder’s driver is to confirm this shortcoming on
the delivery documents in writing. This modified receipt is to also be submitted
to HYDAC, otherwise the shortcoming cannot be acknowledged.

HYDAC is to be consulted about how to proceed further on a case-by-case

basis.

Quantity discrepancies or shrinkage shall be compensated immediately at the

current replacement value by the party deemed responsible.

5.3.1 Recordkeeping Quality

The quality of recordkeeping and load carrier accounting has a direct impact on
supplying load carriers as needed and the amount of the usage fee.

The quality of recordkeeping is instrumentally determined by the SUPPLIER.

This extends to correctly issuing and checking delivery slip/advice note data

(inbound entry in the HYDAC load carrier statement) and checking the load
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carrier consignment for the quantity of items and type of load carriers contained

in it (outgoing entry in the HYDAC load carrier statement).

5.3.2 Inbound and Outbound Load Carrier Entries

Accounting is to be checked by the SUPPLIER and, if necessary, be performed
for each SUPPLIER site for the load carriers types currently subject to inventory

control.

Making the inbound and outbound load carrier entries will be done by HYDAC.
The load carrier accounts can be accessed exclusively via HYDAC's web

platform and contain an inventory status and movement overview.

It is the job of the SUPPLIER to reconcile current accounting/recordkeeping
using this platform and to ensure the proper inventory management of the load

carriers concerning it.

5.3.3 Load Carrier Statement

The SUPPLIER’s load carrier statement is shown on HYDAC’s website
(www.hydac.com).

It contains all the inbound and outbound entries that have been made since the
last statement.

The recipient is obligated to check the load carrier statement to ensure that it is

correct and complete.

If the SUPPLIER does not lodge any objections within 10 workdays of the
statement being published with the HYDAC plant responsible for the entry the
levels and statuses documented on the load carrier statement shall be deemed
to have been confirmed.
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5.3.4 Correcting Accounting Statement Entries

Reporting differences, e.g. changes in load carrier type, quantity, reposting of
delivery slips/advice notes, has to be done to HYDAC in writing within 10
workdays upon the load carrier statement being published.

The notification is to include documentary proof (e.g. copies of delivery

slips/advice notes, bills of lading, etc.).
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6 Provisioning

In the event that the SUPPLIER should neglect to requisition or procure
packaging in a timely manner, it shall assume the additional costs incurred as a
result (e.g. freight costs, repacking costs).

Constant good quality cannot be ensured unless problems and unclear issues
are reported.

The SUPPLIER is subject to a supply obligation, also in the event that the
guantity of containers is insufficient. Insufficient containers shall not release the

SUPPLIER from its contractual supply obligations.

a) Poolable Euro Pallets / Euro Wire Mesh Pallets

The SUPPLIER is to requisition the necessary load carriers in a timely manner
(taking into account the transportation time, among other things) in writing from
HYDAC or via HYDAC's web platform (www.hydac.com).

The supply quantity will be determined by HYDAC on the basis of the supply
volume due.

Requisitioned load carriers will be provided by HYDAC to the SUPPLIER at the
agreed delivery point at no extra cost unless agreed otherwise in the supply
contracts.

Euro pallets and euro wire mesh box pallets are subject to standard local and
industry-specific regulations. Unless agreed otherwise, the rules of the

European Pallet Association (Internet: http://www.epal-pallets.org) shall apply.

b) Specific HYDAC Load Carriers and Poolable Load Carriers
Small-Load Carriers (SLCs, also sometimes referred to in the industry as
“KLTs")
The SUPPLIER is to requisition the necessary load carriers in a timely
manner (taking into account the transportation time, among other things) in

writing from HYDAC or via HYDAC's web platform (www.hydac.com).

The supply quantity will be determined by HYDAC on the basis of the supply

volume due.
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Requisitioned load carriers will be provided by HYDAC to the SUPPLIER at
the agreed delivery point at no extra cost (as stated in the agreed delivery
terms).

In KANBAN processing a 1:1-trade-off of full against empty load carriers can
be arranged between HYDAC and the SUPPLIER.

HYDAC wire mesh box pallets (red) in size 1/2, 1/4, 1/8

The SUPPLIER requisitions the necessary load carriers in a timely manner
(taking into account the transportation time, among other things).

The supply quantity will be determined by HYDAC on the basis of the supply
volume due.

Requisitioned load carriers will be provided by HYDAC to the SUPPLIER at
the specified delivery point at no extra cost unless agreed otherwise in the

supply contracts.

6.1 Storage, Repair, Replacement, Disposal

Upon assuming the load carriers from the freight forwarder, the SUPPLIER is
responsible for proper storage (protection against the elements).

The load carriers have to be stored so that contamination before, during and
after the production process is avoided.

If contamination occurs during this period the SUPPLIER shall clean the load
carriers provided by HYDAC at its own expense.

The SUPPLIER will permit HYDAC to confirm on site at any time, during
standard business hours, that the load carriers supplied to it by HYDAC are
being treated by the SUPPLIER in the proper manner.

Load carriers exhibiting damage or shortcomings may not be loaded or shipped.
HYDAC will repair damaged load carriers, or dispose of them if needed.
HYDAC load carriers are to be returned back to HYDAC empty.

Scrapping and disposal of HYDAC'’s load carriers may not be done by the
SUPPLIER.

Defective load carriers are to be clearly labeled as such. All HYDAC load

carriers are to be sent to the closest HYDAC manufacturing site after consulting
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with HYDAC first so that they can be collected there and returned back to the
load carrier pool. Defective special load carriers are to be sent to the HYDAC

manufacturing site that employs them.

6.2 Cleaning

Load carriers must satisfy the necessary degree of cleanliness of the respective
product or HYDAC specifications. Responsibility for this lies with the
SUPPLIER. Components may only be delivered in clean and properly
functioning load carriers.

a) Euro Pallets / Euro Wire Mesh Pallets

Poolable load carriers are to be cleaned by the SUPPLIER before use. Cleaning
is to be done in accordance with the requisite degree of cleanliness of the
respective product or HYDAC specifications. Load carriers are to be rid of non-
valid ID labels (e.g. labels or tags).

b) HYDAC Mini-Load Carriers

HYDAC provides the SUPPLIER specific load carriers in a clean condition. In the event
that subsequent cleaning is required, HYDAC will assume the cleaning costs provided
that evidence is furnished (photograph) that the load carriers were dirty when delivered.
Additional subsequent cleaning is to be cleared with HYDAC first, otherwise no
approval can be given or costs assumed by HYDAC.

Qualitative requirements to be satisfied by the part being supplied determine the
degree of cleaning required.

HYDAC will send multi-way (returnable) packaging in a usable condition.

Any SUPPLIER requirements that go beyond this cleanliness requirement are
to be realized at the SUPPLIER’s expense.

Other arrangements (including the type of cleaning and cleaning cycle) are
possible upon consultation with HYDAC first.

No slips or labels may be applied to HYDAC load carriers. The SUPPLIER will
be charged for any special cleaning required as the result of non-compliance

with this requirement.
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7 Dispatch Logistics

7.1 Inbound Delivery Processing

The details of inbound delivery processing (e.g. delivery site, delivery time) are

agreed by HYDAC in contract negotiations.

7.2 Delivery Specifications

The SUPPLIER must comply with the following:
The SUPPLIER must adhere to the basic outer dimensions of the euro
pallets.
Protrusions and overhangs of the load carriers must be avoided.
All shipping units must be packed by the SUPPLIER in a manner which is
safe for transportation and protect the contents from unauthorized access.
The pack items are to be packed in single-type batches.
Parts of different releases may not be combined in a pack item.
Pack items are to be combined to form a safe unit on the shipping unit, and
safeguarded against slippage and tilting in transit.
The top layer at minimum must be covered. Available label clips are to be
used.
Tags or jiffy bags are to be attached to returnable packaging by means of
easily removable, residue-free adhesive spots or adhesive tape.
When effecting delivery in "KLT" mini-load carriers on pallets, the top layer
must form a single, even plane. The perfect condition of pallets and wire
mesh box pallets as provided for by the exchange criteria of the European
Pallet Association (EPAL) (Internet: http://www.epal-pallets.org) and other
containers must be ensured.
The packaging must be clean.
Compliance with HYDAC-specific cleanliness regulations and conditions
must be ensured in the delivery and production areas.
Special requirements apply to devices sensitive to electrostatic charging.
Compliance must be ensured with VDE, DIN and HYDAC standards where

applicable.
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Identical items should be distributed across the smallest possible number of

shipping units.

7.2.1 Labeling Methods

Affixation of the Material Tag
Each shipping unit must be clearly labeled. A material tag should be affixed
on either side of larger shipping units.
The material tags are to be affixed horizontally on the outer right edge or on
a corner.
An additional main material tag (master label) should be attached per load
carrier when using several shipping units on a load carrier or a mixed pallet.
In the case of load carriers not featuring a site that is suitable for attachment or
a site especially provided for this purpose, protective covers enabling scanning
are to be used to protect the material tags so as to ensure that they remain
legible.
Material tags of previous deliveries are to be removed.
Material tags with protective covers enabling scanning are to be used to protect
against soiling and becoming wet. In the case of wire mesh box pallets not
featuring a jiffy bag, the material tag is to be attached horizontally in the upper

right corner and to feature a protective cover enabling scanning.

7.2.2 Format and Attachment/Affixation

The material tags are to be affixed horizontally on the outer right edge or on
a corner.

When using mini-load carriers (KLTs/MLCs) a paper weight of a minimum of
160g/m2 is to be used for the material tags. As an alternative, carton blanks
can be used for reinforcement.

The material tag is to be affixed to the mini-load carriers at the sites provided
for this purpose using clips.

The clips are supplied to the SUPPLIER with the mini-load carriers.
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Labeling as shown in the examples below:

h

When using wire-mesh box pallets the material tag is to be affixed at the sites

provided for this purpose.

7.3 Transport Documentation

7.3.1 Barcode Labels on the Load Carriers

Material Tags
The SUPPLIER can generate a compliant VDA material tag via the HYDAC

website: www.hydac.com  Support Material tags.

Under Receiver (1) is a dropdown list containing all of HYDAC’s manufacturing
sites/plants. The selection made here causes box (1) to be automatically filled in
with the recipient (“Receiver”). Once a plant has been selected the dock / gate
allocated to this plant is preselected. Then the specification boxes can be filled
in. The order number is a 10-digit number (e.g. 4501471112), the item number

a 5-digit number (e.g. 00010). If the same material is supplied to the same plant
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more than once you have the option of storing the settings for the tag on your
computer in a cookie.

Sample Material Tags:

7.3.2 Delivery Slip (Advice Note)
The delivery slip/advice note must contain the following items:
Sender’s address
SUPPLIER no.
Recipient’'s address (receiving plant, loading dock according to call-off
delivery)
Total quantity of consignment and quantities per shipping unit
Usage identification (optional)
HYDAC part code no. including quantity and type of packaging (e.g. mini-
load carriers, parcels, euro pallets)
Number of exchange pallets used per order
Delivery slip/advice note no.
Order no./blanket order no.
Batch number and, where appropriate, shelf life/expiry date

Part modification / revision status
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7.3.3 Transport Documents

Transport documents are to comply with the following standard:

Standard transportation/shipping order, e.g. VDA 4922

7.3.4 Load Carriers Not Suitable for Dispatch

The SUPPLIER is obligated to verify that load carriers are suitable for dispatch.
Load carriers are not suitable for dispatch when, for example, (cf. also section
3.4)

Corner uprights are deformed and / or the frame is bent

The hinged front panels can’t be moved or are so deformed that they can no

longer be closed or when the flip/folding closures no longer function.

Gates, rigid walls or side parts are missing or

The floor frame or feet are so bent that the load carrier no longer stands

firmly on four feet or can no longer be stacked safely.

Malfunction or faults occur in the load carrier mechanism that prevent

stacking

Feet are missing

Gusset plates are ripped open

The lattice is so torn or bent that the wire ends protrude inside or outside

They exhibit sharp edges, visible cracks or a cracked floor panel

The general condition is so bad owing to rust or dirt that the contents may be

contaminated and

No suitable mount for load suspension gear is ensured.
If a defective load carrier is sent to HYDAC, no credit can be made to the
SUPPLIER’s account; in addition, the SUPPLIER will also be charged for the
resulting logistics expenses (repacking costs, administrative and personnel

expenses).
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8 Load Carrier Inventory

Inventory is to be periodically conducted as requested for all load carriers
subject to central inventory control. As to all special load carriers subject to
central inventory control, it may be necessary to conduct inventory an additional
time (e.g. in the event of availability bottlenecks) as initiated by HYDAC.
HYDAC reserves the right to conduct an on-site check of inventory conducted

by the SUPPLIER at any time to ensure that it is correct and complete.

8.1 HYDAC Load Carriers

It is necessary to periodically reconcile the book inventory balance with the
inventories actually available in order to ensure the proper operation of the load
carrier pool. The SUPPLIER is obligated to take inventory by performing a
count. In the event that the SUPPLIER should not comply with its obligations to
report to HYDAC load carrier inventory levels in a timely manner HYDAC shall
be entitled to bill the SUPPLIER for any resulting expenses incurred as a result.
Physical inventory management also extends to determining the quantity
discrepancies or shrinkage amounts for the purposes of replacement
procurement. The replacement procurement costs are allocated in accordance

with party causing the expenses to be incurred.

8.2 Delimitation of the Period of Inbound and Outbo und Load

Carrier Entries

8.2.1 Delimitation of Inventory Entries

Load carriers that are being transferred are to be entered by the respective

recipient in the inventory count (www.hydac.com Load Carrier Management of

Report: Inventory Tracking under “Zustellung”). During inventory counts, the

recipient doesn’t take the number of load carriers transferred into account.
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8.2.2 Load Carrier Inventory Differentials

After the inventory reports are entered, HYDAC will perform a reconciliation with
the book inventory balance. In the event of discrepancies between the actual
inventory level and the book inventory balance, the book inventory balance will
be corrected by the differential entries in the account statement.

In the event of negative differentials, HYDAC will procure a replacement. The
SUPPLIER will be invoiced for any discrepancy at replacement cost in the event
that this discrepancy is attributable to it.

In the event that a SUPPLIER subsequently corrects an inventory report filed for
a particular site and HYDAC has already procured replacements to cover the
shortfall quantity reported by the SUPPLIER, the SUPPLIER is to reimburse

HYDAC for 10% of the replacement procurement costs.

8.2.3 Load Carrier Accounting When No Inventory Rep orts Have
Been Filed

In the event that a SUPPLIER does not comply with its obligation to file an
inventory report or files it late, HYDAC shall be entitled to invoice the
SUPPLIER for the entire book inventory balance.

These debit amounts cannot be offset against inventory reports of periods
following.

The SUPPLIER will continue to be supplied on the basis of the non-adjusted
book inventory balance.

In the event that bottlenecks should arise at the SUPPLIER’s end as the result
of filing an inventory report late or not at all, the SUPPLIER shall assume the
resulting costs incurred as a result (e.g. special transports, alternative

packaging/packing, repacking costs, rental expenses, etc.).

Stand: 09/06/2010 48




Gr(17.Y» INTERNATIONAL

Outlook

9 OQutlook

HYDAC is making ongoing efforts to improve inbound and outbound logistics
processes and workflows.
This will lead to changing requirements being made of the SUPPLIER both now
and in the future.
The goal is to establish global requirements that are as uniform as possible and
to limit the number of logistic concepts.
Emphasis is being accorded to the following in particular:
Securing the e-business capability of the SUPPLIER and the continued
expansion of supply chain automation via EDI/WebEDI.
Introduction of the Global Transport Label (GTL)
Implementation of measures designed to simplify and facilitate load carrier
workflows, e.g. introducing alternative load carrier management concepts

such as RFIDs for load carrier tracking.

The active cooperation of the SUPPLIER is needed here. Only those suppliers
who are willing to embark upon new, cooperative concepts together with

HYDAC may expect to maintain long-term business relations with HYDAC.

HYDAC is working continuously to ensure that standard load carriers comply
with environmental provisions.

This applies to HYDAC’s own environmental specifications as well as those of
international bodies, e.g. EU packaging rules with regard to weight and volume

optimization, minimization of hazardous sites and recycling.
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10 List of Manufacturing Sites/Plants

Werksnummer |Werk Ansprechpartner
Werk 1 COOLING Hr. Biaudet
Werk 2 SPEICHERTECHNIK Hr. Geiss
Werk 3 FILTERTECHNIK Hr. Ziegler
Werk 4 MOBILTECHNIK Hr. Campione
Werk 5 FLUIDTECHNIK Fr. Gross
Werk 6 FILTERSYSTEMS Fr. Quaranta/Hr. Meiser
Werk 7 SERVICE Hr. Ersfeld
Werk 8 FILTERTECHNIK Fr. Klos/Hr. Heinen
Werk 9 INTERNATIONAL --
Werk 10 ELECTRONIC Hr. Oehmig
Werk 11 PROZESSTECHNIK Hr. Lauer
Werk 12 ACCESSORIES Hr. JaniszewskKi
Werk 14 ANLAGENBAU Hr. Knopf
Werk15 Behélterbau / Schweilerei Hr. Soltwedel
Werk 16 HYDROSAAR Fr. Calabrese
WERK 17 Fluidfilter Labor Hr. Welsch
WERK 18 Lager Hr. Cullmann/Hr. Fries
WERK 18 Behalterpool Fr. Schroder
Hr. Theisohn
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