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About H&M group

H&M group loves fashion and design. We are
always working to create the best offering for our
customers, in the most sustainable way.

H&M group includes eight clearly-defined brands

- H&M, COS, Weekday, Cheap Monday, Monki,
H&M Home, & Other Stories and ARKET. Together,
our brands offer customers a wealth of styles and
trends in fashion, beauty, accessories and home-
ware — as well as healthy, modern food in selected
stores.

Through our integrated physical stores and digital
channels, we reach customers around the world.
Our customer proximity is amplified by our 171,000
colleagues globally, operating in both sales and
production markets.

ABOUT H&M FOUNDATION

H&M Foundation is a non-profit global foundation,
privately funded by the Stefan Persson family,
founders and main owners of H&M group. The
foundation's mission is to drive long lasting positive
change and improve living conditions by investing
in people, communities and innovative ideas. Learn
more about H&M Foundation’s work on pages 20,
35 and 72, and read the annual report, A Catalyst
for Change 2017 at hmfoundation.com

#M WEEKDAY

2017 FIGURES

SEK 2 3 2 billion in

sales incl. VAT in 2017.

4,739 stores in 6 9

markets and e-commerce
in 43 markets.

H&M group
welcomed approximately

10,000

new employees in 2017.

We have more than

171,000

colleagues around the world.

MONKL  AMHOME &otnw 905 ARKET
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Our value chain ¢ 2

Check out where in the world
the different stages of our value chain take
place on an interactive world map here

We create fashion and quality at a great IMPACTS ALONG OUR VALUE CHAIN

price in a sustainable way. To do this, Our vast network of value chain con-
H&M group is responsible for the effi- nections means that our social, envi-
cient and effective running of its own ronmental and economic impacts are In 1947, H&M opened its H&M alone has
value chain. Our value chain describes significant and far-reaching. Therefore, first store in Vasteras, 8 O O
the full sequence of processes involved to maintain our business idea, we need
in the production and lifespan of all to maximise the positive impacts and Sweden. 2017 marked our million customer
our products, from product ideation to minimise the negative impacts we have 7 O th anniversa ry transactions per year.
customer use and disposal. along our value chain. We achieve this

by using our size and scale to leverage
But our value chain does not operate and catalyse changes that improve the 0 d dei
in isolation. With eight brands, sell- operation of our own value chain as well The supplier factories we ur products are made in
ing products in over 4,700 stores, it is as the wider industry.

: work with employ over l 6 6 8
connected to countless people, commu- l 6 9
[}

nities, ecosystems and other businesses  Please see theillustrations below for a million people of supplier factories around
around the world. more in-depth Iook.at the impacts we have which 62% are women. the world.
along our value chain. Please also visit
sustainability.hm.com for further information.

Sales

4 4 Aoy i F
w | \ ! L ‘ | 4
High 0% 0% Low Medium) 9% 87% High Medium a6% 6% High Medium 18% 1% High High 0% 0% High Low 21% 8% Medium,

OUR CLIMATE WATER SOCIAL OUR CLIMATE WATER SOCIAL OUR CLIMATE WATER SOCIAL OUR CLIMATE WATER SOCIAL OUR CLIMATE WATER | SocIAL OUR CLIMATE WATER | SocIAL OUR CLIMATE WATER SOCIAL
INFLUENCE  IMPACT* IMPACT*  IMPACT** INFLUENCE  IMPACT* IMPACT*  IMPACT** INFLUENCE  IMPACT* IMPACT*  IMPACT** INFLUENCE  IMPACT* IMPACT®  IMPACT** INFLUENCE  IMPACT IMPACT IMPACT INFLUENCE  IMPACT IMPACT IMPACT INFLUENCE  IMPACT* IMPACT*  IMPACT**

1eﬁah

-

*Climate impacts are based on a scope 3 assessment made by Ecofys in 2016, based on 2014 data. Calculations in the footprint analysis are based on a combination of quality H&M group data (2014 material usage) combined with the best available public data sources on
CO:z emissions. We are working to further improve the calculations by using primary data from our main suppliers. The water footprint is based on the Water Footprint Network’s methodologﬁz and includes green, blue and grey water footprints. Deviation from 100% due
to rounding effects.**For more information about our social impacts, see pg 92. A number of these issues related also to H&M group’s salient human rights issues, i.e. those human rights at risk of the most severe impact across our operations and supply chain.
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Letter from CEO

ohan Persson; CEO.

We believe sustainable fashion and design should
be available to everyone, not only to a privileged
few. Since my grandfather founded the company
70 years ago we have had a long-term perspective.

To secure future business it is essential and natu-
ral for us to address sustainability proactively.
We are dedicated to continue making great fash-
ion and design affordable, by having a circular
approach and being a fair and equal company.

Thanks to our size and to our committed
colleagues, H&M group is fit to lead the change
towards a more sustainable fashion future. How-
ever, this is not a task that we can manage on our
own; collaboration, new-ways of working and joint
industry goals are key for accelerating the changes
and results needed. Our continued commitment
to the United Nations Global Compact and our
ongoing collaborative work with stakeholders,
including local and global experts and NGOs, are
a few examples of how we work to achieve positive
change through shared responsibility.

This report presents the H&M group’s
achievements and progress within
the sustainability field over the

past year. There are still challenges
ahead, but I am proud of what we
have achieved so far and the positive
impact we are making.

oo

Karl-Johan Persson, CEO
H & M Hennes & Mauritz AB

H&M GROUP SUSTAINABILITY REPORT 2017
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Executive summary

We believe that sustainable fashion and
design should be available to everyone today,
tomorrow and for generations to come. Our
vision is to use our size and scale to lead the
change towards circular and renewable fash-
ion, while being a fair and equal company.
To achieve this, we have developed an ambi-
tious strategy, with a broad range of external
and internal experts. Our strategy follows a
science-based approach wherever possible.

OUR VISION AND STRATEGY ARE BUILT
ON THREE KEY AMBITIONS

Q)

100% CIRCULAR
& RENEWABLE

KEY 2017 ACHIEVEMENTS

INNOVATION IS THE KEY TO ACHIEVING BY 2030, WE WILL ONLY
FULL CIRCULARITY. THAT'S WHY WE USE 100% RECYCLED OR

ARE SUPPORTING GROUND-BREAKING OTHER SUSTAINABLY-
COMPANIES SUCH AS RE:NEWCELL, SOURCED MATERIALS.

WORN AGAIN AND TREETOTEXTILE. 100%
GOAL 2030

We've reduced emissions .

from our own operations
by a further 21%.
This takes us another
step closer to achieving
a climate positive value

chain by 2040.

100% OF THE FACTORIES WE WORK
WITH IN BANGLADESH HAVE NOW
CONDUCTED DEMOCRATIC ELECTIONS
OF WORKER REPRESENTATIVES.

Our supplier list includes the
details of tier 1 factories for 98.5%
of our products and tier 2 factories

k for 60% of our products.

H&M GROUP SUSTAINABILITY REPORT 2017
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Awards & recognitions -

458 SUPPLIER FACTORIES HAVE BEEN We've set a new 5

TRAINED IN OUR WORKPLACE DIALOGUE . s Dow Jones Sustainability Europe Index ®
PROGRAMME, AND MORE THAN 620,000 chemical vision and y P =
WORKERS ARE NOW REPRESENTED BY Dow Jones Sustainability World Index 5

ELECTED WORKER REPRESENTATIVES. roadmap to lead the o chion Revolution's Fashion T " =

change towardS a ashion Revolution’s Fashion ransparency index I_on

FTSE4Good
Global Compact 100 index

toxic-free fashion future.

Global 100 Most Sustainable Corporations

Newsweek Green Ranking
BOARD OF DIRECTORS GENDER SPLIT 2017

56% WOMEN / 44% MEN SIGWATCH - most praised company in
the world by activists

379VYMINTY B 4V INDHIO %00k

Sustainable Cotton Ranking - category “Leading the way”

Today, 59% of the cotton

Textile Exchange Preferred Fiber & Materials Report 2017

we use is SllStaillably‘ 100% of our - second biggest user of organic and recycled cotton §
sourced. Our goal is commercial business The Business of Fashion - the Best Companies :

to use 100% sustainably partners have signed to work for in fashion 2017 7
sourced cotton by 2020.* our Code of Ethics. z
O

Duri ng 2017, we collected Each year, we produce a sustainability report summarizing H&M group’s é

. sustainability work and progress. The report includes all brands 20

179771 tonnes Of teXtIIeS through (H&M, COS, Weekday, Cheap Monday, Monki, H&M Home, & Other 3

our garment CO”eCting initiative 5 Stories and ARKET) and is prepared in accordance with the GRI 6

Standards: Core Option. We also report on human rights in line with the &

fO r reuse an d re CyC | | ng, UN Guiding Principles Reporting Framework and are signatories to the
UN Global Compact. Our sustainability strategy is also well aligned with

the UN’s Sustainability Development Goals (SDGs).
To learn more, please visit sustainability.hm.com

*Which includes certified organic cotton, Better Cotton (BCI) and/or recycled cotton.
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http://www.sustainability-indices.com/index-family-overview/djsi-family-overview/
http://www.sustainability-indices.com/index-family-overview/djsi-family-overview/
http://www.fashionrevolution.org/faqs
http://www.ftse.com/products/indices/FTSE4Good
http://www.sustainalytics.com/sites/default/files/ungc_index_constituents.pdf
http://www.corporateknights.com/magazines/2018-global-100-issue/2018-global-100-results-15166618/ 
http://www.newsweek.com/top-500-global-companies-green-rankings-2017-18 
https://www.sigwatch.com/index.php?id=271&tx_ttnews%5BbackPid%5D=272&tx_ttnews%5Btt_news%5D=1680&cHash=c18f7424696409385d2dde2ca9d27f2d
https://www.sigwatch.com/index.php?id=271&tx_ttnews%5BbackPid%5D=272&tx_ttnews%5Btt_news%5D=1680&cHash=c18f7424696409385d2dde2ca9d27f2d
http://www.sustainablecottonranking.org/check-the-scores
https://textileexchange.org/downloads/2017-preferred-fiber-materials-market-report/
https://textileexchange.org/downloads/2017-preferred-fiber-materials-market-report/
https://www.businessoffashion.com/careers/best-fashion-companies-to-work-for
https://www.businessoffashion.com/careers/best-fashion-companies-to-work-for
http://sustainability.hm.com/en/sustainability.html#cm-menu
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At H&M group, we believe that sustainable fashion and design should
be available to everyone. Our vision is to lead the change towards a
circular and renewable fashion industry, while being a fair and equal VISION

. . . Our vision is to lead the change
company. Using our size and scale, we are working to catalyse these towards circular and renewable fashion
systemic changes across our own operations and the wider industry
to ensure that we can continue to create great fashion and design in a

Our sustainability strategy

JONVHO IHL ONIAV3IT %00k

while being a fair and equal company.

sustainable way for many generations to come.

This vision applies to every brand within
H&M group. We all share the same val-
ues, the same belief in fairness, diversity
and equality and the same ambition to
lead the change towards a sustainable

relevant and successful in our rapidly
changing world.

We know that achieving our vision
will not be easy, but we always strive

; ; 100%

LEADING THE CHANGE

&

100% CIRCULAR & RENEWABLE 100% FAIR & EQUAL

CHANGE-MAKING PROGRAMME

J1GYM3INITY B 4V INDHID %00k

fashion and design industry. to embrace and tackle challenges. By Our Change-Making Programme is at the heart of all our sustainability work. It includes 3

continuing to work with and learn from goals, roadmaps, standards and methods that help us work towards our vision, enable &
While we have a long and well- stakeholders and industry experts who changemakers and ensure that sustainability is integrated in everything we do. z
established history in sustainability, help set and shape our sustainability E
projected population growth figures and work, we believe that we are in a strong S
natural 'resource levels make it clear . position to have a posit.ive impact. ENGAGING CHANGEMAKERS "
that a different approach to our work is Furthermore, by applying a science- o
needed, hence the creation of our latest based approach to our work, we can set J_Z>'
vision and strategy. the best goals and roadmaps possible %

to drive positive change throughout our % @ &
But our vision is not only necessary from company and the wider industry. e
a social and environmental perspective ALL COLLEAGUES ALL PARTNERS %
- it also makes good business sense. m

Long-term investments in sustainabil-
ity provide us with long-term business
opportunities that will keep H&M group

ALL CUSTOMERS

H&M GROUP SUSTAINABILITY REPORT 2017
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Our ambitions

Our vision and strategy are built on three key ambitions

100% LEADING THE CHANGE
- Promote and scale innovation
- Drive transparency

- Reward sustainable actions

100% CIRCULAR & RENEWABLE

— A circular approach to how products
are made and used

- Use only recycled or other sustainably-
sourced materials

— A climate positive value chain

100% FAIR & EQUAL

- Fair jobs for all

- Stewards for diversity and
inclusiveness

Our ambitions set a very high bar and
that’s because we believe big change
requires big ambitions. Solutions

to many of the challenges facing the
industry are simply not in place yet and
as such we need strong ambitions and
vision to help us find those solutions.

It is our ambitions that give us the long-
term focus, direction and motivation
needed to really drive positive change
across the industry.

¢ A company of our size and scale
has a responsibility as well as a great
opportunity to lead the change
towards a more sustainable fashion
and design industry.”

ANNA GEDDA, HEAD OF SUSTAINABILITY, H&M GROUP

H&M GROUP SUSTAINABILITY REPORT 2017
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Our Change-Making Programme

While our strong vision and

ambitions help set the direction of our
sustainability strategy, it is our Change-
Making Programme that really turns
this strategy into action.

As H&M group is comprised of multiple brands,
operating in a variety of functions across many
different countries and cultures, we need a
programme that systematically and effectively
integrates sustainability into all aspects of our
business. Our Change-Making Programme is our
solution.

The programme brings together the goals, road-
maps, standards and follow-up methods we need
to work towards our vision, while leaving room for
locally-tailored implementation and activities. This
approach helps us make sustainability a relevant
part of all our colleagues’ daily working lives.

‘e turn our vision and strategy into action by working with:

GOALS

Our vision and
ambitions are trans-
lated into concrete

goals at group, market
and function levels.

Each function and
market has ownership
of its own sustaina-
bility goals.

ROADMAPS

These are strategic
plans, targets and
actions for reaching
our goals.

We have roadmaps
for specific sustainabil-
ity areas, for example

energy, water, inno-

vation, waste and
transparency.

STANDARDS AND
POLICIES

Our sustainability
standards ensure that
we and our business

partners operate in

a sustainable way.

They include our
Code of Ethics,
Sustainability
Commitment, Human
Rights Policy, etc.

See more on page 79 in
Standards & policies.

CULTURE AND VALUES

METHODS AND
FOLLOW-UP

These are the
processes, routines
and methods we use

to set goals and evalu-
ate our progress.

They ensure that our
strategy is well-
integrated across
our business.

H&M GROUP SUSTAINABILITY REPORT 2017
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Engaging our changemakers

We believe that changemakers are the people who can help
H&M group achieve our vision of a sustainable fashion and

design industry.

STAKEHOLDERS & EXPERTS

Building and maintaining partnerships
and dialogue with industry stakeholders
and experts is crucial to achieving our
vision. Stakeholders and experts provide
us with direction and expertise that we
can then use to develop our long-term
goals and action plans. They also work
together with us to address specific
challenges and help us to find the best
solutions.

BUSINESS PARTNERS

‘We build rewarding partnerships with
our business partners and are working
with them to raise environmental and

social standards across our industry.

OUR COLLEAGUES

Everyone at H&M group should feel like
they can contribute. We're working to
enable all employees to use their talents,
skills and passions in their daily work to
lead the change our industry needs.

OUR CUSTOMERS

‘We are working to inspire our customers
to make more sustainable choices and
to join our sustainability mission. Our
size and scale means that we have many
customers, so every single action, no
matter how small, makes a huge collec-
tive difference.

¢*Achieving systemic change is not
something that can be done alone.
Collaboration is essential.”’

HENDRIK ALPEN, SUSTAINABILITY ENGAGEMENT MANAGER, H&M GROUP

Filled with dreams

2 gt Starion

4 &Other Stories.

H&M GROUP SUSTAINABILITY REPORT 2017
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How we are organised

As our Change-Making Programme illustrates, to drive long-
term change throughout our entire value chain, it is crucial
that sustainability play an active role in the daily work of all our
colleagues and across every function within H&M group.

Reporting directly to our CEO, our

Head of Sustainability is responsible for
the implementation of our sustainability
vision and strategy together with the
Executive Management Team. Twice
ayear, our CEO, CFO and Head of Sus-
tainability review the progress made
and report performance (against key
sustainability indicators) to our Board
of Directors.

Our global sustainability department
consists of more than 30 experts respon-
sible for setting strategies, targets, goals,
policies and follow-up procedures to
ensure that our sustainability work is
carried out systematically.

In our 20 production markets, we employ
more than 150 people working specifi-
cally in sustainability. These colleagues
work directly with our business partners
to assess their performance against

our Sustainability Commitment (which
replaced our Code of Conduct in 2016 -
read more on page 82) and support them
in making improvements through capac-
ity building programmes and activities.

Each function within each sales market
then additionally sets its own measur-
able sustainability goals and activities
based on the strategy set by our global
sustainability department. Within each
sales market, we employ a dedicated
sustainability manager who drives the
implementation of our strategy across
the entire market to engage all colleagues
and customers.

Organisational chart

BOARD OF DIRECTORS

Bi-annual
performance
reporting
CEO
HEAD OF ¢ ) JOINT GROUP FUNCTIONS
SUSTAINABILITY AND BRANDS
Define
priorities annually
based on business
intelligence and
innovation
process
GLOBAL LOCAL
SUSTAINABILITY — SUSTAINABILITY

DEPARTMENT FUNCTIONS

H&M GROUP SUSTAINABILITY REPORT 2017
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Interview with Head of Sustainability

How have H&M group’s new sustainability
vision and strategy been received since
their launch last year?

Ithink our new sustainability strategy
has been well received. As it was devel-
oped with the support and guidance of
leading industry experts with a great
knowledge of the current sustainability
landscape, we believe that it resonates
with many key challenges and opportu-
nities that face the fashion industry.

Since the launch, our focus has been
on the long-term implementation of the
strategy across the entire H&M group.
But alongside our work towards achiev-
ing our key long-term goals, we are also
continuously adding short-term goals
and milestones to really help drive our
vision and ambitions forward.

What are the biggest challenges to
fulfilling your goals?

The main challenges we face are not
specific to H&M group, they are indus-
try-wide. Therefore, solutions cannot

be reached by us alone - they all require
industry collaboration. For example, our
goal to become 100% fair and equal is
very much dependent on industry collab-
oration. While we are seeing good pro-
gress with industrial relations and wage
systems through our work with ACT

and GFA, systemic change takes time.
It is a complex undertaking that involves
multiple players.

Similarly, on the environmental side,
our core goals — to become 100% circular
and climate positive — depend heavily
on collaborations that will further the
development of new technology and

innovation. Finding innovations to fill
the technological gaps we have through-
out our supply chain and bringing these
new innovations to market fast enough
are two of our biggest challenges.

What are the three main priorities

going forward?

Accelerating the move towards full
circularity is one of our main priori-

ties. Here our focus is on the continued
quest for more recycled and sustainably
sourced materials, improved design, pro-
duction processes and product lifespan.
Innovation will be key to achieving our
100% circular ambition.

On the social side, our main priorities
are to deliver the goals we set for 2018.
Looking beyond this, we will focus on
maintaining the stability of our produc-
tion markets to ensure the provision of
good, fair opportunities for workers. Our
third priority is to further develop cus-
tomer engagement around sustainability.
We will, for example, continue our com-
mitment to the SAC and the Higg Index,
as well as exploring other solutions.

H&M group is one of the world’s leading
design companies and to many, associated
with fast fashion. Can a fast fashion com-
pany ever really be sustainable?

I don’t believe that providing fashion on
alarge scale and working in a sustainble
way needs to be a contradiction. Like
many other industries, there are inherent
challenges, but for truly systemic change
to take place, industry-wide collabora-
tion is essential. At H&M group, we are
positive that by working to achieve a
100% circular and renewable value chain,
that treats people in a fair and equal way
and makes it possible for our customers
to make more sustainable choices, we
can lead the way to this systemic change
and provide truly sustainable fashion to
all our customers around the world.

Is H&M group afraid to fail?

We are, of course aware that our strat-
egy is very ambitious and the solutions
needed to achieve some of our goals are
simply not in place yet. However, a com-
pany of our scale and reach has a respon-
sibility as well as a great opportunity to
lead the change towards a more sus-
tainable industry. The evidence is clear:
our planet is running out of natural
resources and our population is growing
exponentially so we must be bold and
ambitious in our work. Of course, there
is always the risk of some failures along
the way, but I would rather fail having
pushed the boundaries as far as possible
than having only done what’s expected.

H&M GROUP SUSTAINABILITY REPORT 2017
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@ 100% Leading the Change: Key facts & figures 2017

Innovation is the key to
achieving full circularity.
That’s why we are supporting
ground-breaking companies
such as re:newcell, Worn Again
and Treetotextile.

In addition to all tier 1
supplier factories, the Higg
Index facility module is now
applied to 60% of our total
tier 2 supplier factories.

ARKET

H&M group launched a new
brand called ARKET in 2017.
The brand is all about well-made,
sustainable design, while providing
customers with transparency of
the origin of its products.

Our supplier list includes the details of
tier 1 factories for 98.5% of our products and
tier 2 factories for 60% of our products.

H&M GROUP SUSTAINABILITY REPORT 2017

In 2017, we trialled a new
customer-facing transparency
layer for the launch of our H&M
Conscious Exclusive Collection on
hm.com. This allowed customers
to see where garments were made,
what materials were used and
who made them. This feature runs
again for the 2018 Conscious
Exclusive Collection.

1 RESPONSEBLE 1? PARTNERSHIPS
CONSUMPTION FOR THE GOALS

CO " &

OUR LEADING THE CHANGE AMBITION
CONTRIBUTES TO SDG 12 AND SDG 17.
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@ 100% Leading the Change explained

100% Leading the Change is our
commitment to act as a catalyst for
change across the entire fashion
industry. By bringing partners together
to identify challenges and share
innovative ideas and solutions, we
want to push boundaries and break
new ground to improve the way our
products are designed and made.

This leadership approach is core to our strategy
and will empower us to fulfil our ambitions to
become both a 100% Circular & Renewable and a
100% Fair & Equal business.

To lead the change across our own operations and
those of the industry, we are working to catalyse
three core focus areas:

- Innovation
- Transparency
- Rewarding sustainable actions

N
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Our collections are created by our own designers,
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*/ Innovation

We believe that innovation is the key
to achieving industry-wide change.

Many challenges that the industry currently faces
can and will be overcome through new innovation.
For example, there is currently no viable technology
for recycling blended fibres on a large scale, there-
fore, we simply cannot make new products from as
many old products as we would like to. But we are
working with experts who are developing technol-
ogies to tackle this and when a scalable solution
comes to fruition, it will transform the way the entire
industry works with materials.

At H&M group, we are working to identify, invest in
and promote all types of sustainable innovations from
digital systems that provide traceability information
to new energy-saving solutions. We want to use our
size and global reach to take sustainable innovations
to scale because for us, innovation means transfor-
mation and that is exactly what our industry needs.

2017 PROGRESS & LEARNINGS

» We invested in a new innovation company called
re:newcell which has developed a new technology
for recycling materials.

« In 2017, the HKRITA innovation and H&M
Foundation saw further positive developments

(read more on page 35). Funding for the project is
made possible thanks to the surplus funds generated
from H&M'’s garment collecting scheme.

Case study: Interview with Nanna Andersen - Head of H&M CO:LLAB

What is H&M CO:LAB?

H&M CO:LAB is a business area within
The Laboratory. The Laboratory is a
think-tank within H&M group that works
to take an outside-in perspective on
our business and challenge our think-
ing. H&M CO:LAB invests in companies
that can add value to our business. We
look to help these companies thrive
and reach their vision. H&M CO:LAB
invests in three areas: sustainable fash-
ion - that develop the technologies the
industry needs to become fully circular
and sustainable, innovative business
models - companies that explore how
consumers will shop fashion in the
future and enablers - companies that
provide technology and solutions that
makes us better. By investing in these
types of companies, we support the
long-term growth of H&M group.

How does H&M CO:LAB decide what
projects to invest in?

H&M CO:LAB only invests when we
think we can make a big difference for
the companies we invest in with our
knowledge and resources, and always in
collaboration with the existing business.

] /
N__énna AbdersenA

By doing this we learn and challenge
ourselves in a way that, besides provid-
ingthe opportunity for financial return,
can improve and develop our business
in a positive way.

Which projects are H&M CO:LAB
currently supporting?

We currently support around ten
companies including:

Worn Again are developing a
ground-breaking chemical separation
and recycling technology for blended
fibre textiles.

re:newcell have developed a unique
technology for recycling textiles made
from cellulosic fibres (such as cotton,
lyocell and viscose) into a pulp, which is
used as input for making fully circular
viscose or lyocell.

Treetotextile are developing a new
sustainable process to make textile
fibres from forest raw material in a
sustainable way.

Thread is a marketplace focusing on
personalization. By combining tips from
real stylists with machine-learning algo-
rithms, Thread reduces the millions of
style options available by only suggest-
ing things that are perfect for you.

Sellpy is a service helping people
to easily sell their unwanted clothes,
giving fashion a second life.

H&M GROUP SUSTAINABILITY REPORT 2017
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Case study:
H&M Foundation’s Global
Change Award

The Global Change Award, initiated by the
non-profit H&M Foundation in 2015, is one of
the world’s biggest challenges for early stage
innovation, calling for ideas that will help pro-
tect the planet by accelerating the shift from
a linear to a circular fashion industry.

Every year, a panel of international experts
helps to select five winning innovations,
and the global public distributes a €1 million
grant between the winners through an
online vote. The winners also gain access to
a one-year innovation accelerator provided
by H&M Foundation, Accenture and KTH
Royal Institute of Technology in Stockholm,
offering tailor-made support to further
develop their innovations.

“Now in its third year, the Global Change
Award has really become a positive force

in the fashion industry. It has proven to be

a true catalyst for the winners, giving them
support and access to a valuable network
so they can bring their innovations to the
market quicker and better prepared,” says
Karl-Johan Persson, Board member of H&M
Foundation and CEO of H&M group.

WINNERS OF THE GLOBAL

CHANGE AWARD 2017:

€300,000: Grape Leather - using leftovers
from winemaking to create fully vegetal
leather (Italy)

€250,000: Solar Textiles - harvesting
the sun’s energy to make fashion fabrics
(US/Switzerland)

€150,000: Content Thread -facilitating
sorting and recycling of clothes using
a digital thread (US/UK)

€150,000: Denim-dyed Denim - letting
used denim give colour to new denim
(Australia)

€150,000: Manure Couture - making cow
manure-based fabric (the Netherlands)

Global Change A

ard 2017 winnars:

Global Change Award is calling for
game-changing ideas that can help
reinvent the entire industry. Neither H&M
Foundation nor H&M group takes any

equity or intellectual property rights in
the competing innovation ideas.

Learn more at globalchangeaward.com

“The Global Change Award has opened so many doors.
If we hadn’t won the award, I think it would have taken
us at least five years to reach the point we're at today.”’

ANN RUNNEL, ONE OF THE GLOBAL CHANGE AWARD WINNERS

H&M GROUP SUSTAINABILITY REPORT 2017
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* I Transparency

Transparency is key to building trust and credibility along

our supply chain and empowering our business partners and
customers to make more sustainable choices. Transparency
means knowing how and where our products are made and
sharing that information wherever possible. As such, supply chain
transparency creates greater accountability for both ourselves
and our business partners, allowing us to pinpoint priorities, set
better goals, take smarter actions and communicate confidently

about our progress.

At H&M group, we believe that greater
transparency will help lead the change

of 2016, it also includes tier 2 factories
which account for 60% of our products.

An example of the tiers in a supply chain

H&M
GROUP
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towards a more sustainable industry and ~ We are working towards greater trans- S

therefore, we are working with transpar-  parency across our tier 2 and tier 3 sup- &

ency in two key ways: pliers as well, however, the challenge lies =

in the fact that in most instances neither E

— We share information in a we nor our competitors have a direct TIER1 'g
transparent way. business relationship with those tier 2 Garment production

— We collaborate on industry-wide and tier 3 suppliers. TIER 2 9

transparency tools. Fabric production z

In spite of these challenges, we believe e g

1) WE SHARE INFORMATION IN that we can do more. We want our cus- Yarn spinning &

A TRANSPARENT WAY tomers to have faith in the operations we e

In 2013, we were one of the first fashion run and the products we create, so we are Different supply chainsinvolve ;IER . Tl %

retailers to make our supplier list cus- working to build transparency layers into #Leﬁp;g:é" obﬁ[f,: ﬂﬂjls‘i‘r'aetlfoﬂflts'fés ata xhngfei:lz i i

show the complexity of supply chains,
however this is purely an example of TIERS5
one type of supply chain and is not

intended to represent all supply chains.

tomer-facing. Our supplier list includes
tier 1 manufacturing supplier factories
for 98.5% of H&M group products. As a

our brands that go beyond our supplier
list i.e. sharing more than business name

. Raw material sourcing
and address details.
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2017 PROGRESS & LEARNINGS

« In 2017, we trialled a new type of
customer-facing transparency for our
H&M Conscious Exclusive Collection on
hm.com. This feature allowed customers
to see where garments were made, what

materials were used and who made them.

This feature will be offered again for the
2018 Conscious Exclusive Collection.

« In 2017, we launched ARKET, the

latest brand within H&M group. Built

with principles of transparency and
sustainability at its core, the brand allows
customers to search all ARKET products
on its website based on the country of
production and material type.

Case study: How does
ARKET work with
transparency?

With transparency as a core pillar of its
business model, ARKET is taking an industry
lead with a new and innovative way of
making supplier information customer-
facing. Using a simple search function,
customers visiting the ARKET website, are
immediately provided with the option to
select and buy products based upon the
products’ country of origin. As such, the tier
1 supplier details of each individual ARKET
product are presented to the customer
directly alongside the product itself. Details
listed include supplier name and produc-
tion unit. Selected products also provide
customers with supplier stories, giving them
an in-depth look at the facility responsible
for making the product. Not only does this
level of transparency increase awareness
amongst our customers, it also provides
suppliers with recognition for their contri-
bution to the brand’s products.

i

= AR:_'K'E'-I":B'rﬁssels.
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2) WE COLLABORATE ON INDUSTRY-
WIDE TRANSPARENCY TOOLS

In 2010, H&M group joined the Sustaina-
ble Apparel Coalition (SAC) as a founding
member. The SAC is an industry-wide
alliance between brands and stakehold-
ers who are all working towards a more
transparent and therefore sustainable
fashion industry.

Since its inception, the SAC has been
focusing on the ground-breaking devel-
opment of the Higg Index, a measure-
ment tool which assesses sustainability
performance. Using self-assessment and
verification tools, the Higg Index meas-
ures the environmental, social and/or
labour impacts that are associated with
a brand, a facility (i.e. a factory) or a
product and generates a holistic score.
This score adds comparability and
enables areas for improvement to be
readily identified and addressed.

The Higg Index is an industry first — it is
currently the only assessment tool that
provides transparency information of
this nature and detail and H&M group
were one of the first global fashion com-
panies to implement it. The facility mod-
ule was applied to all our tier 1 suppliers
in 2015. We also began using the assess-
ment tool on tier 2 factories in 2015.

The Higg Index MEASURING ENVIRONMENTAL, SOCIAL & LABOUR IMPACTS

BUSINESS PARTNERS
& ALL BRANDS

Total score

Total score —»

IMPROVE SUSTAINABLE
PRACTICES

The brand module of the Higg Index

is currently used internally while the
product module is still in development.
Once the product module is complete, we
will be able to assess the sustainability
performance of a single product within
H&M group.

Total score

HIGG
FACILITY —»>
MODULE

HIGG
PRODUCT
MODULE

The ambition is for the Higg Index to
become a customer-facing, universal
benchmark for sustainability performance
assessment across all brands. This will
allow customers to compare the perfor-
mance of our products to those of our
competitors. We see this as healthy com-
petition that is needed to drive real pro-
gress in transparency across the industry.

Total score

Total score

Total score

CUSTOMERS

MAKE MORE
SUSTAINABLE CHOICES

2017 PROGRESS & LEARNINGS
TRANSPARENCY TOOLS
« |In addition to all tier 1 factories, the
Higg Index facility module is now applied
to 60% of our total tier 2 factories.

« In 2017, we began to use the brand
module of the Higg Index internally.

H&M GROUP SUSTAINABILITY REPORT 2017
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* ) Rewarding sustainable actions

We believe that it is important to encourage and empower
sustainable actions throughout our value chain. We know that
incentives and reward systems help to achieve long-term, positive
behavioural changes. Therefore, we want to work with reward
systems that engage our changemakers and accelerate progress

towards our sustainability vision.

To achieve this, we have developed and
will continue to use different reward
systems that are tailored to the needs of
three different groups of changemakers:
- Business partners

— Colleagues

— Customers

BUSINESS PARTNERS

Using the Sustainable Impact Partner-
ship Programme (SIPP), we are working
with our business partners to raise their
environmental and social performance.
This involves rewarding high-achieving
and ambitious partners with more
orders, training opportunities and
long-term contracts. This helps improve
environmental and social standards
across our whole industry. Read more
about SIPP in our Standards & policies
chapter on page 83.

COLLEAGUES

We ensure that all our colleagues are
encouraged to contribute to our sus-
tainability work and we seek to reward
them for doing so. We implement and
measure sustainability goals at every
level and across all functions within
H&M group and crucially, this includes
goals set at an executive level. Sustain-
ability goals are included in our overall
management evaluation process and we
regularly follow up on function specific
goals. Through a range of activities and
strategies, we encourage colleagues to
contribute to change in the workplace
and in their communities.

Case study: Rewarding
sustainable actions at
H&M UK & Ireland

To encourage colleagues to take an
active role in our sustainability vision, the
H&M UK & Ireland management team
runs a garment collecting competition
across all UK & Ireland stores every quar-
ter. As such, store teams compete against

each other to see who can collect the
biggest volume of unwanted garments
through the in-store H&M, garment col-
lecting scheme. The winning store is then
selected, announced and rewarded with
a trip to visit the I:CO recycling facility in
Germany. Not only does the competition
help H&M group work towards its goal to
collect 25,000 tonnes of unwanted tex-
tiles each year by 2025, it also provides
colleagues with a deep understanding

of how garment
recycling works and
why it is so impor-
tant. Colleagues can
then return to their
stores with a greater
understanding of how
we work with 1:CO and
a greater belief in our
sustainability work.
Rewarding colleagues
in this way has proven
to be very successful
in the UK & Ireland

- it builds loyalty,
pride and trust while
increasing knowledge
and engagement in
H&M group's sustaina-
bility vision.

H&M GROUP SUSTAINABILITY REPORT 2017
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CUSTOMERS

We know that we have a responsibility to
take sustainable actions on behalf of our
customers, but we also need active par-
ticipation from our customers to really
achieve our 100% Circular & Renewable
ambition and drive this change across
the whole industry. By providing our
customers with optional incentives for
sustainable actions, we can increase cus-
tomer interest and knowledge in sustain-
ability and create positive behavioural
change. We therefore use incentives to
help encourage our customers to rewear,
reuse and recycle unwanted clothes
wherever possible. We reward customers
for sustainable actions in several ways
across H&M group brands.

Fact box: Rewarding
customers for garment
collecting

H&M - At all H&M stores around the
world, customers are encouraged to
bring unwanted garments and textiles,
by any brand and in any condition,

to be recycled, reworn or reused via
the brand’s in-store garment collect-
ing scheme. In return, customers are
rewarded with a voucher that they can
use towards their next H&M purchase.

- ‘

L au

Recycling with
us is easy.

Bring any textiles
& or our empty beauty
containers to the
store and get a
10% thank-you-treat.

Rring it hack within

30 days together

with the receipt and
we'll fix it

RECYCLE

& otwsv Statav

& Other Stolries.

& OTHER STORIES - As well as collect-
ing customers’ unwanted textiles, which
are also reworn, reused or recycled via
the H&M group’s partnership with I1:CO —
& Other Stories also encourages custom-
ers to return empty beauty containers for
recycling. In return for either sustainable
action, customers are rewarded with 10%
off their next in-store purchase.

CHEAP MONDAY - By 2020, 5% of all
cotton used in Cheap Monday denim will
be recycled cotton from post-consumer
waste. To encourage customers to recycle
with them, Cheap Monday offers them
10% off their next purchase every time
they hand in a bag of unwanted textiles.
Unwanted textiles are reused or recycled.

MONKI - All Monki stores around the
world offer an in-store garment recycling
service. Customers are rewarded with

a “10% off your next purchase” voucher
when they bring a bag of unwanted tex-
tiles into any Monki store.

H&M GROUP SUSTAINABILITY REPORT 2017
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" 100% Circular & Renewable: Key facts & figures 2017
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We've set a new chemical R ok
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products and a toxic-free

fashion future.
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We are the biggest buyer
of Better Cotton,*
and the second biggest user
of organic cotton and
recycled cotton.**

3T79VYMINTY B ¥V1NJAIO %00L

Our cleaner
In 2017, we reduced production programmes
emissions from our own have reduced
operations by a further 21% waler consumption by
compared to 2016. 7.82 million m?3.

1VYNO3 B dIV4 %001

We've collected 17,771 tonnes of textiles through
our garment collecting initiative for reuse and botie “m?'nﬁ'ai“m 12 G| 18 o
recycling. That’s 12% more than last year, and the . E 5,:0\:' @e) 0
equivalent of 89 million t-shirts. &5

S310110d ® SAYVANVYLS

OUR CIRCULAR & RENEWABLE AMBITION

o CONTRIBUTES TO SDG 6, SDG 7, SDG 12 & SDG 13.
*Source: Better Cotton Initiative’s (BCI) latest annual report (2016).**Source: Textile Exchange Preferred Fiber & Materials Market Report 2
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~./100% Circular & Renewable: KPIs and goals
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Goal-setting is an ongoing process. We work with experts - both internally and externally - and follow a science-based approach to define targets and actions wherever possible. =
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The below KPIs and goals represent the initial key milestones along the way to achieving our ambition to become 100% Circular & Renewable. ]
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100% Circular & Renewable 2
=
KPI 2014 2015 2016 2017 GOAL m
100% by 2030 -
% of recycled or other sustainably-sourced material of total material use (commercial goods) 13% 20% 26% 35% Y [S)
at the latest o
=
o
% of cotton from sustainable resources (certified organic, recycled or Better Cotton) 22% 34% 43% 59% 100% by 2020 g
c
>
Tonnes of garments collected through garment collecting initiative 7,684t 12,341t 15,888t 17771t 25'0&%8363/%" X
20
]
% of stores with recycling systems for main types of store waste 58% 61% 71% 64% 100% =
:
% of facilities in own operations with water-efficient equipment 24% 37% 51% 51% 100% by 2020 -
. L . ) . : ) 100% _
% business partner factories in compliance with wastewater quality requirements as defined by BSR 71% 75% 82% 84% IS}
2
>
% of renewable electricity in own operations 27% 78% 96% 96% 100% Pl
20
. . S
% change in COz emissions from own operations (scope 1+ 2) compared with previous year -4% -56% -47% -21% Cllms;ezgigtlve )C>
2
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. 100% Circular & Renewable explained

Our planet provides us with an
abundance of natural resources.
However global demands are rapidly
outstripping supply. If population growth
continues as expected, the volume of
clothes sold across the world will triple to
160 million tonnes by 2050.* This level
of demand would require the equivalent
of 2.3 planets’ worth of resources.** Put
simply, the fashion industry is running
out of the natural resources it uses to
make products and cannot continue to
operate in the same way. At H&M group,
we believe that an industry-wide shift
from a linear to a circular business
model is the only solution.

Circular models maximise resources and minimise
waste. Using the current linear model, less than

1% of material used to produce clothes across the
industry is recycled into new products.*** But in

a circular model, resources stay in use for as long
as possible before being regenerated into new
products and materials, resulting in a reduction in
waste and negative impacts.

Our 100% Circular & Renewable
ambition represents our commitment
to achieve the shift from a linear to a
circular model. We are approaching
this ambition holistically by building
circularity into every stage of our value
chain, including the products we design
and make, the materials and processes
we use and how our customers care for
and dispose of our products.

But a business model can only be truly
circular if it is powered by renewable
energy. As such, we are working to use
100% renewable energy throughout
our own operations, which will signifi-
cantly reduce our climate impact.

Beyond switching to renewable energy
and cutting our emissions, we also
want to set an example in our own
operations, drive change along our
entire value chain and lead our indus-
try towards positive transformation.
Our goal is therefore to achieve a
climate positive value chain - a value
chain that creates a net positive impact
on the climate by 2040.

*Source: A New Textiles Economy: Redesigning Fashion’s
Future by Ellen MacArthur Foundation & CFI - pg 20.
**Source: footprintnetwork.org. ***Source: A New
Textiles Economy: Redesigning Fashion’s Future by

Ellen MacArthur Foundation & CFIpg 21.
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. Becoming 100% circular

M3IINYINO
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Making the shift from a linear to a circular model is
not only necessary for the planet, it also presents a
strong business case. Once customers are finished
with products, 87% of the material fibres used by the
industry to create those products end up in landfill.
This represents a lost opportunity of more than
USD 100 billion every year.*

Our circular approach

JONVHO IHL ONIAV3IT %00k

STAGE A
Design

By designing for circularity, maximising resource
use by working with recycled or other sustainably
sourced materials, prolonging product lifespan

and creating a climate positive value chain, we will
increase the efficiency and the value of our opera-
tions and products. This responsible production and
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consumption will enable us to continue designing STAGEE STAGE B
and producing great, sustainable products while Product reuse & Material choice
creating positive social and environmental impacts. recycling
o
o
To become 100% circular, we are focusing on five key o0 TR &
stages within our value chain that are applicable to Rl . =
both commerical and non-commerical products: HI &
o
A. Design, B. Material choice, R s
C. Production processes, D. Product use, By "
E. Product reuse and recycling. STAGE C o
STAGE D Production >
Product use processes )D>
6 ° °
As a core partner of the Circular Fibres :
. . . ° 'Q
Initiative, H&M group acts as an industry
w

pioneer in the transition to a circular economy.”’

ELLEN MACARTHUR, FOUNDER OF ELLEN MACARTHUR FOUNDATION o & O aes iconomy: Redesigning Fashion's Future by Ellen MacArthur
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. A. Design

Design offers the first
opportunity for circularity
to enter our value chain.
By incorporating circular

thinking at this stage, we can pave the
way for later stages to follow suit.

By taking the whole value chain into account,
circular design involves finding ways to expand
product lifespan, creating greater durability and
greater opportunities for rewear, reuse and recy-

Case study: Designing for longevity at COS

The longevity of garments has been an
integral part of the COS design ethos
since the brand began ten years ago.
Founded on the principles of timeless,
functional and considered design,
COS has an in-house pattern studio
and team comprised of twenty-five
experienced pattern cutters that work
to create the collections.

Many COS pieces are created using

ment with clever construction tech-
niques to maximise the use of fabric
while minimising excess; this approach
was highlighted in the 10™ anniversary
collection in March 2017. The pattern
team also combine both modern and
traditional tailoring techniques such

as French seams, double turned hems
and structured interlining to ensure the

longevity and durability of the garment.

This way of designing reduces waste,
ensures longevity and contributes to

2017 PROGRESS

& LEARNINGS
CIRCULAR GARMENT DESIGN
« In 2017, we upgraded our online
sustainable materials training course.
This resource helps H&M group
designers select the best material
from the outset.

 Throughout our brands, we now
take a “component first” design
approach, meaning that our designs
are initially based on material choice.
As such, we are building circularity
into the design process by accounting

MIINGIAO
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cling. Similarly, by taking a circular approach to the
way in which we design our stores, we can increase
operational efficiency and longevity.

a special design process in which the
patternmaker and designer work in
parallel. The pattern teams develop
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H&M group’s work towards becoming
100% circular, without compromising

for longevity, durability and the recy-
cling capabilities of our products.

each garment from a block and experi-  on style or brand aesthetic. S

CIRCULAR GARMENT DESIGN « In 2017, H&M created its sixth annual e
Every brand within H&M group has its own teams Conscious Exclusive collection with £
of designers and buyers. They are trained in how to ! all products made from at least 50% E
design for circularity and therefore how to choose sustainably-sourced material. In 2017, S
the best possible materials — those that are recycled - : a new recycled material called "
and sustainably sourced, and suited to longevity, 12 Bionic®- made from shoreline waste o
reuse and recyclability. /‘\ - was introduced to customers. g
In this years 2018 collection H&M %

has worked with a material called @

Econcyl®, a 100% - regenerated nylon e

fibre made from fishingnets and other %

nylon waste. m
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CIRCULAR STORE DESIGN

As well as product design, we are also
looking at ways in which we can work
with a circular approach when designing
our stores. Not only will this increase
our operational efficiency, it will also
increase the longevity of our stores.
Together with the Ellen MacArthur
Foundation, we have developed a tool

to assess the circularity of our non-
commercial goods, which includes our
store interiors (for H&M to begin with).
In 2016, we set a goal that at least 80% of
these store concepts should be circular
by 2025.*

2017 PROGRESS & LEARNINGS

« In 2017, we started using the Ellen
MacArther Foundation tool with H&M.

So far, it has had a good impact on the
sustainability of our non-commercial
goods. The tool also improves how we
communicate with our suppliers and
raises awareness of the need for circular-
ity in their products and processes.

* As defined in the Circular Assessment Tool which has been
developed together with the Ellen MacArthur Foundation.

Case study: Interview
with Ellen MacArthur

What is the Circular Fibres Initiative
and how is H&M group involved?

The Circular Fibres Initiative brings
together key industry stakeholders to
create a circular economy for textiles. In
November 2017, the initiative published a
report, ‘A New Textiles Economy, Rede-
signing Fashion’s Future’, which outlined
for the first time a positive vision for a
textiles system that works - one that is
aligned with the principles of a circu-

lar economy. We are now shaping the
second phase of the initiative, which will
over three years mobilise key industry
players and other stakeholders behind
the report’s recommendations. As a Core
Partner of the initiative, H&M group acts
as an industry pioneer in the transition to
a circular economy.

Why is a move towards a circular
textile economy so important?

The fashion industry is incredibly waste-
ful: every second, the equivalent of one
garbage truck of clothing is burned or
landfilled. An estimated USD 500 billion
of value is lost every year due to clothing
being barely worn and rarely recycled.

Ellen MacArthur.

The industry is also polluting: washing our
clothes releases every year the equivalent
of more than 50 billion plastic bottles
worth of microfibres, which eventually
end up in the ocean. Yet, in this wasteful
and polluting model lies a golden oppor-
tunity to do things better by moving to

a circular economy for textiles. In such

an economy clothes are designed to last

longer and be worn more, be resold and
recycled, and not release toxins or pollute
the environment.

What does the industry need to

focus on to drive the changes towards

a circular textile economy?

In our report, we highlighted four ambi-
tions for a new textiles economy: (1) phase
out substances of concern and microfibre
release; (2) increase clothing utilisation; (3)
radically improve recycling; and (4) make
effective use of resources and move to
renewable inputs.

To achieve these ambitions, the industry
will need to focus on exploring new mate-
rials, pioneering business models that
capture the value of more durable clothes,
designing clothes that are compatible
with recycling technologies and setting up
a system in which fabrics are used over
and over again. We are now calling on the
entire industry to rally behind the vision,
raise the ambition level and explore new
ways of working together to build a new
textiles economy.
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' B. Material choice

Our goal is to use
100% recycled or other
sustainably-sourced
materials by 2030

at the latest. In 2017 we achieved 35%.

By choosing to work with more recycled or other
sustainably-sourced materials, we can reduce the
negative impacts of material production in our
value chain. Recycled materials are a win-win: they
stop waste material going to landfill and reduce
the use of virgin raw materials (as well as the
chemicals, energy and water used to make them).
Likewise, bio-based, sustainably-sourced materials
are naturally grown or cultivated, recycleable and
typically less polluting.*

‘We evaluate the sustainability credentials of recy-
cled and sustainably sourced materials by using
third-party verified life cycle assessment data such
as the MadeBy fibre benchmark and the Higg Index
(specifically the Material Sustainability Index
within the Higg).**

To ensure that we are able to inte-
grate recycled and sustainably-
sourced materials into our value
chain as rapidly and successfully as
possible, we are collaborating with
industry experts. We are, for exam-
ple, collaborating with the Cradle to
Cradle Products Innovation Insti-
tute on an initiative called Fashion+.
By bringing brands, designers and
suppliers together, the initiative seeks
to identify, optimise and innovate
sustainable materials while making
them widely available.

Similarly, we are working, on a long-
term strategzic basis, with the Ellen
MacArthur Foundation and Stock-
holm Resilience Centre in a research
project to explore ways in which the
circular textile fibre industry can
successfully operate within planetary
boundaries.

*Not all sustainably-sourced materials can be naturally grown or cultivated i.e. minerals or stones. In these instances, we set up material-
specific policies such as the use of external standard schemes to secure sustainable sourcing. **H&M group uses materials that are certified
according to relevant material standards including OCS, GOTS, GRS, RCS, RDS, RWS. They are then verified by third parties such as

Control Union, Ecocert, ICEA, IMO.

Weekday.
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Recycled materials

We currently use several types of
recycled materials including recycled
cotton, polyester, nylon, wool, cash-
mere and plastic. But we are con-
stantly working to increase this share
and maximise our use of recycled or
other sustainably-sourced materials.

The challenge we face, however, is
that viable recycling solutions for
many types of textile fibres - espe-
cially blended fibres - have either not
been invented yet or are not commer-
cially available at scale.

To tackle this, we are creating
demand for these solutions and work-
ing with scientists and innovators
including Worn Again, re:newcell, the
HKRITA and the Circular Innovation
Working Group to name but a few.

2017 PROGRESS
& LEARNINGS

« In 2017, 35% of the materials used
by H&M group included recycled or
other sustainably-sourced materials.

« In 2017, we used the equivalent of
over 100 million plastic PET bottles
in recycled polyester.

« In 2017, H&M launched its first
garments made from recycled
shoreline waste. Named Bionic®

the new material was featured within
the annual H&M Conscious Exclusive
collection. In the 2018 collection, H&M
has worked with a new material called
Econcyl® - a 100% regenerated nylon
fibre made from fishingnets and

nylon waste.

* For spring/summer 2017, Weekday
debuted its first sustainable swim-
wear collection made from recycled
waste. Garments were created using
recycled polyamide, which includes
everything from old fishing nets to
carpets, and recycled polyester
created from old PET bottles.
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« During 2017, H&M group partnered with
Swedish innovation company re:newcell,
whose unique technology recycles used
cotton, viscose and other cellulosic fibres
into a new, more sustainable dissolving
pulp that can be turned into new textile
fibres.

« This year, H&M group joined DEMETO,
a new research project focusing on
recycling polyester textiles into new
fibres without compromising quality. The
project is partly funded by the EU and
other partners.*

« In 2017, H&M collaborated with Danone
AQUA on a project called Bottle2Fashion
in Indonesia. Through this collaboration,
Danone collects and recycles plastic
waste which is then sent to H&M group
suppliers where it is turned into recycled
polyester, made into products and sold in
H&M stores.

research and innovation programme under
grant agreement no 768573.

*The DEMETO project has received funding
from the European Union’s Horizon 2020

SHARE OF RECYCLED OR OTHER
SUSTAINABLY-SOURCED MATERIALS**

100%
RECYCLED GOAL 2030
OTHER SUSTAINABLY ‘
SOURCED MATERIALS*
0.5%
L 35%
0.5% -
0.2% .
0.3% 19%
13%

**Included are all materials classified as sustainable materials
that are not recycled, such as Better Cotton (BCl) and certified
organic materials.

Please note: Material data has been restated due to the fact that
historical data has been updated using a new, more detailed
system. We are continuously working to improve our data
systems and accuracy. Deviations are due to rounding effects.

Case study:
H&M Foundation
invests in HKRITA

During the last few decades, the com-
position of fibres in clothes has become
increasingly complex. This makes
recycling blended fabrics incredibly
difficult. To address this, H&M Foundation
partnered with the Hong Kong Research
Institute of Textiles and Apparel (HKRITA)
in 2016. With an estimated funding of
€5.8 million the aim was to find at least
one ready technology to recycle clothes
made from blended textiles.

Only a year into the partnership, HKRITA
found a chemical process to fully sep-
arate and recycle cotton and polyester
blends into new fibres. The hydrothermal
process uses only heat, water and less
than 5 percent of a biodegradable green
chemical to self-separate cotton and pol-
yester blends. This fibre-to-fibre recycling
method is cost effective and there’s no
secondary pollution to the environment,
ensuring the life of the recycled material
is prolonged in a sustainable way. “By
being able to upcycle used textiles into
new high value textiles, we no longer

need to solely rely on virgin materials to
dress a growing world population. This
is @ major breakthrough in the pursuit of
a fashion industry operating within the
planetary boundaries,” says Edwin Keh,
Chief Executive Officer of HKRITA.

The new technology will be tested fur-
ther before being made available to the
global fashion industry. H&M Foundation
want their work to benefit as much of the
environment and as many people and
communities as possible, so when the
technology is finalized, it will be licensed
widely to ensure broad industry access
and maximum impact.
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Sustainably-sourced materials

We define sustainably-sourced materials
as those that are either naturally grown/
cultivated or created using renewable
processes. For those materials that
cannot be cultivated or replenished via
natural growth, we set up material —
specific policies such as the use of exter-
nal standard schemes to secure sustaina-
ble sourcing. When such schemes do not
exist, we will create new schemes and
work together with credible partners.

Crucially, all sustainably-sourced
materials must have the potential to be
used as closed loop materials i.e they
need to have the potential to be recy-
cled or regenerated.* As such, sustaina-
bly-sourced materials are typically less
polluting than other materials.

All sustainably-sourced materials used
by H&M group must be certified accord-
ing to relevant material standards for
example OCS, GOTS, RCS etc. They must
then be verified by relevant third-party
lifecycle assessments or benchmarks
such as the Higg Index (Material Sus-
tainability Index) or the Made By fibre
benchmark.

*It is not possible for all materials such as stones, ceramics
and minerals, to be used in a closed loop.

COTTON

Our goal is to use 100% sustainably-
sourced cotton by 2020, which includes
certified organic cotton, Better Cotton
(BCI) and/or recycled cotton.

2017 PROGRESS & LEARNINGS

« In 2017, 59% of the cotton we used
was sustainably-sourced.**

» According to Better Cotton Initiatives
(BClI) latest annual report from 2016,
H&M group is the biggest buyer of Better
Cotton.

« In 2017, H&M group was named the
second largest user of organic cotton as
well as the second largest user of recycled
cotton by the Textile Exchanges Preferred
Fiber & Materials Market Report 2017.

+ As a founding partner, we helped launch
the Organic Cotton Accelerator (OCA) in
2016 and we are an active member of the
board. The OCA exists to remove road-
blocks and accelerate the growth of the
organic cotton market. In 2017, we worked
together with OCA on prototype sourc-
ing pilots in India in which we collaborate
with one of our spinning mills to carry out
farmer capacity building and to improve
supply chain transparency.
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MANMADE CELLULOSIC FIBRES (MMC)
At H&M group, we are working to elim-
inate the use of MMC fibres (viscose,
rayon, lyocell) derived from ancient or
endangered forests and replace them
with sustainably-sourced alternatives.
To do this, we are co-founders of the
CanopyStyle Leader for Forest Conser-
vation and are collaborating with the
non-for-profit group Canopy and the
CanopyStyle Initiative (alongside 125
other leading brands) to drive compli-
ance from both fibre producers and our
own brands.

2017 PROGRESS & LEARNINGS

MMC FIBRES
+ In 2017, H&M group became one of two
core investors in the Swedish sustainable
innovation company Treetotextile.
Treetotextile is working with new technol-
ogies that use wood pulp, or cellulose, to
make textile fibres in an environmentally-
friendly way.

« In 2017, we made significant progress
towards ensuring that our supply chain

is free of ancient and endangered forest
fibres. However, as with transforming any
global supply chain, it doesn’t happen
overnight and additional work with

Canopy and our supply chain partners is
needed to reach our target of zero tolerance
for ancient and endangered forest fibres.

« As of October 2017, producers represent-
ing 70% of global viscose production have
CanopyStyle policies in place that commit to
end sourcing from ancient and endangered
forests, require free, prior and informed con-
sent of indigenous and traditional communi-
ties, support lasting forest conservation and
invest in innovative solutions.

« As of October 2017, 25% of the MMC
fabric supply chain (including rayon, viscose,
lyocell and modal) has been audited and
classified as low risk for sourcing wood from
ancient and endangered forests or other
controversial sources. This is a result of the
CanopyStyle Audits - a third-party verifica-
tion of the world’s largest viscose producers
completed by Rainforest Alliance. These
audits represent a major step in transform-
ing the environmental footprint of the rayon/
viscose supply chain.

« Viscose comes with many challenges
when it comes to the production process,
which is very chemically intensive. Please
read more about our work in the chemical
management section on page 39.

wooL

We are continuing to work with the
Responsible Wool Standard (RWS) in

a project led by the Textile Exchange.
We are currently working to get RWS-
certified wool into our supply chain. Our
goal is for 100% of our wool products to
be RWS-certified by the end of 2022.

*The CCS is the chain of custody verification used for all Textile Exchange standards. It is used to verify wool through the entire supply chain.

A

Knifproduction at our supplier factory JQR, China.

2017 PROGRESS & LEARNINGS
WOOL
» 100% of our tier 2 suppliers (70% of
our product volume in wool) have been
briefed on the new RWS.

» Approximately 25% of our tier 2
spinners have completed the Content
Claim Standard (CCS)* for RWS.

« In 2018, RWS-certified products will
be sold in H&M group stores for the
first time.
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LEATHER

‘We are working towards a more
transparent leather supply chain.
Our long-term goal is to only use
leather from sources we know are
proactively addressing their environ-
mental, social and animal welfare
impacts. For now, our work focuses
on integrating leather tanneries

into our supply chain management
systems, improving traceability and
working with others to improve the
entire leather supply chain, all the
way to farm level. We are also explor-
ing innovative non-animal leather
materials.

2017 PROGRESS

& LEARNINGS
LEATHER
« We are systematically working to
integrate tanneries into our social
and environmental sustainability
assessments.

OTHER SUSTAINBLY-SOURCED MATERIALS
Down - We require 100% of the down in our
products to be certified by the Responsible Down
Standard (RDS). The Textile Exchange’s 2017
Preferred Fiber Market Report, lists H&M group
as the world’s largest user of RDS-certified down.

Wood - By the end of 2025, 100% of all our wood
and forest based products will be sourced from
well-managed certified forests or from recycled
sources.

Cashmere - By the end of 2025, 100% of all virgin
cashmere used by H&M group will come from sus-
tainable sources that are independently certified
by standards that cover both animal welfare and
environmental aspects of cashmere production.
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Biomaterials — For all biomaterials and bioplastics
made from food crops, H&M group requires that
the raw material be independently certified to a
credible standard.

Palm oil- H&M group only accepts RSPO (Round-
table on Sustainable Palm Oil) certified sustainable
palm oil in our products containing palm oil, with
the exception of products containing palm oil deriv-
atives. For derivatives used in our products, H&M
group buys RSPO credits to contribute to the devel-
opment of more sustainable palm oil production.
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. C. Sustainable production

Sustainable production
processes are an important
part of a circular system.

In the fashion and design
industry, water and chemicals are
involved in most of the largest production
processes. This means that the way in
which we address our chemical and
waler management is crucial to achieving
sustainable production and our larger
100% Circular & Renewable ambition.

CHEMICAL MANAGEMENT

Chemicals are used in many processes involved

in garment production. At H&M group, we have
always worked with one of the most advanced
chemical restrictions lists in the industry to ensure
that our products are safe for both people and the
environment. But we are always working to further
develop our chemical management and therefore
in 2017 we launched a new chemical vision and

roadmap.

Our new vision is to lead the change towards safe
products and a toxic-free fashion future and our
new chemicals roadmap helps to identify exactly
how we plan to achieve this. The roadmap points to

three key working areas: toxic-free,
safe products and leading the change.

For us toxic-free means that the
chemicals used to make our prod-
ucts and across our supplier facto-
ries, should never represent a threat
to people or the environment. To
achieve this, we are continuing to
work towards our goal of zero dis-
charge of hazardous chemicals in
our own supply chain and across the
fashion industry.

Similarly, safe products are those that
do not cause any harm to people or
the environment. We work actively to
ensure the safety of our products by
continuously evaluating new scien-
tific knowledge and data.

Finally, we want to lead the change by
not only minimising, but eliminating
the impact of harmful chemicals and
we want to do this in a transparent
way. We have therefore set a new goal
to have 100% traceability of input
chemicals by 2030.

2017 PROGRESS
& LEARNINGS

* In 2017, we created a new chemical
vision and roadmap which you can
view at sustainability.hm.com

* In 2017, we set a new goal to achieve
100% traceability of input chemicals
by 2030.

* We continued to work actively along-
side other brands and stakeholders
with the Zero Discharge of Hazardous
Chemicals Programme (ZDHC) to raise
awareness and industry standards.
We were also appointed as one of

the new Board Directors of the ZDHC
Foundation.

* H&M group particpated in a pilot
programme launched by the ZDHC
group to review the execution of the
ZDHC wastewater guidelines across
our supply chain.

* The viscose production process is
based on the use of hazardous chem-
icals which require efficient treatment
systems for chemical, wastewater and
waste management. This is a major
challenge for the entire industry which
we are very attentive too. We are

addressing this issue through a coll-
aborative approach within the ZDHC
group and more recently with the
organisation Changing Markets. Read
more on page 86.

* In 2016, we piloted The Environmental
Emission Evaluator - a measurement
tool launched by Bureau Veritas to help
suppliers assess and improve their
chemical usage and discharge - at 29
suppliers in China, Bangladesh, Indone-
sia, India, Pakistan and Turkey. In 2017,
we scaled the project up to include

49 suppliers.

* Our Best Chemical Management
Practice (BCMP) guideline provides
guidance for our suppliers to help mini-
mise the use of hazardous chemicals. In
2017, the BCMP training was rolled out
to all suppliers.
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http://sustainability.hm.com/en/sustainability/commitments/use-natural-resources-responsibly/chemicals/chemical-restrictions.html
http://sustainability.hm.com/en/sustainability/commitments/use-natural-resources-responsibly/chemicals.html
http://sustainability.hm.com/en/sustainability/commitments/use-natural-resources-responsibly/chemicals.html
http://sustainability.hm.com/en/sustainability/commitments/use-natural-resources-responsibly/chemicals.html
http://www.roadmaptozero.com/programme/
http://www.roadmaptozero.com/programme/
http://www.roadmaptozero.com/
http://www.roadmaptozero.com/
https://changingmarkets.org/
http://www.bureauveritas.com/services+sheet/bve3++environmental+emission+evaluator
http://www.bureauveritas.com/services+sheet/bve3++environmental+emission+evaluator
http://www.bureauveritas.com/
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Water management

While responsible water management is a criti-
cal component of our 100% Circular & Renewable
ambition, H&M group has, in fact, been working
to reduce negative water impacts throughout our
value chain for over ten years.

United in a common vision for better availability
and quality of freshwater, H&M group began a
long-term partnership with WWF in 2011. Our
goal is to become a leading water steward within
the fashion industry and with the help of WWF, we

have developed a 5-step water stewardship strategy

to achieve this (see adjacent illustration).

OUR WATER STEWARDSHIP STRATEGY

In contrast to conventional approaches to moni-
toring water footprint and efficiency, which tend
to focus simply on how much water is used and
disposed of, our stewardship strategy takes an
integrated approach and goes beyond the factory
lines to take the whole supply chain into account.

This approach therefore factors in the water
sources that are being drained (which accelerates
water scarcity and decreases water quality) and
addresses local impacts such as depletion of fish
stocks and threat to livelihoods.

Our 5-step strategy
0

O
O

N

1. WATER AWARENESS

Building water awareness at our company, at our sup-
pliers’ factories and amongst our customers to ensure

high level understanding of the global water challenges

and their dependence on freshwater.

2. KNOWLEDGE OF IMPACT

Measuring water impact and risk within our stores,
warehouses and suppliers’ factories.

3.INTERNALACTION

Improving the use of water within our stores, ware-
houses and our suppliers’ factories.

4. STAKEHOLDER ENGAGEMENT

Increased focus on collective action with other com-
panies, governments and NGOs in multi-stakeholder
platforms to address water issues in specific focus
regions.

5.INFLUENCE GOVERNMENTS

Increased focus on government influence by engaging
with public policymakers to manage water basins in a
sustainable way.

Case study: The Bangladesh Water
Multi-Stakeholder Partnership

Supported by the 2030 Water

Resources Group (WRG), The
Bangladesh Water Multi-Stakeholder

Partnership has been in action since

November 2015. In 2017, with support

from H&M group, the Bangladesh
government and others, the part-
nership confirmed an action plan to
improve water governance through

institutional strengthening, water
valuation and economic incentives to
reduce dependence on groundwater.
The partnership also confirmed that
an industrial wastewater infrastruc-
ture in economic zones was needed

and efficiency in agricultural wateruse

needs to be increased to ensure bet-
ter water security in Bangladesh.

~ -1 L
National Steering Board for;Fhe Bangladesh Water Multi-Stakekolder Partnershp.
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http://www.wwf.se/source.php/1714875/Facts%20about%20the%20partnership%202017_Final_uppdaterad.pdf
https://www.2030wrg.org/
https://www.2030wrg.org/
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2017 PROGRESS & LEARNINGS
WATER MANAGEMENT
« We work with our business partners
to help fabric producers improve their
environmental footprint and collect water
management/impact assessment data. In
2017, we connected fabric mills involved in
making 60% of our products (2016: 56%,
2015: 50%, 2014: 35%) to our supplier
assessment systems.

« We advanced our water stewardship
programme with WWF in the Taihu Basin,
China. The programme engages stake-
holders and the government to improve
water basin governance.

*In 2017, we began a one year project focus-
ing on promoting clean production technol-
ogies and water stewardship to help protect
the Bliylk Menderes river in Turkey.

» Our work with resource efficiency &
cleaner production programmes has con-
tinued to help our supply chain business
partners to reduce their water consumption.
In 2017, our efforts reduced water con-
sumption by 7.82 million mé.

« Our cleaner production program trained
2,636 workers in 270 production units
across Bangladesh, China, Indonesia, India
and Turkey.

« Our cleaner production programme
with the STWI, BMI with Solidaridad,

PaCT partnership and Resource Efficient
& Cleaner Production - UNIDO, has now
worked with 103 factories in six regions.
This programme aims to reduce environ-
mental impacts associated with textile wet
processing, particularly groundwater
extraction and surface water pollution.

+ In 2017, 84% of our supplier factories
complied with Business for Social Responsi-
bility (BSR) requirements (see graph on page
42). We apply the BSR Water Group’s quality
definitions, which go beyond legal require-
ments in many locations. We have included

these standards in our Sustainability Com-
mitment and intend to reach full compliance.
(See graph on page 42).

« In 2017, we increased the amount of
rainwater we harvested to 13.1 million litres
(2016:12.6, 2015:12.8, 2014: 12.3).

+ In 2017, we found that our supplier facto-
ries sourced 50% of water from the ground,
17% from surface water, 12% from municipal
water, 12% recycled water, 9% tank water
and 0% rainwater. See more details in the
below graphs.

Based on self reported

WATER WITHDRAWAL BY SOURCE AND COUNTRY (%) Il vunicipaL waTER SURFACE WATER GROUND WATER tank [ rainwater RECYCLED WATER
datafrom1,375
99 supplier factories
95 . collected in Q3 2017.
75 76
61 »
56 o =
ol 50.1
3C
36 39
27 27
22 .
2 13 13 13 12 v , 500, 12
30 00 2 . 8 03 5 10 5 | . T 5 I 6, 6 I
— — 2 m O 0 0 00 00 00 0 0 om0 02 0.1
Bangladesh Cambodia China India Indonesia Myanmar Pakistan Turkey Vietnam Globally
H&M GROUP SUSTAINABILITY REPORT 2017 410F 100

-
o
o
£
=}
P
(o]
c
=
>
X
2
R
m
=z
[l
B3
>
@©
[
m

MIINGIAO

ADILVYLS B NOISIA

JFONVHO FHL ONIAV31 %00}

S310170d 8 SAYVANVLS 1vYNO3 B dIV4 %00+

140438 IM MOH


https://www.worldwildlife.org/
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« We have been using Jeanologias
Environmental Impact Measurement tool
to score the water, energy and chemical
impact of our denim production, since
2015.In 2017, 55% of our denim products
achieved a ‘green’ level, which means they
used a maximum of 35 litres of water per
garment during the treatment processes.

« We have installed water efficient equip-
ment in 51% of our own stores, offices and
warehouses. Our goal is to install water
efficient equipment across all our opera-
tions by 2020.

Case study: How are we dealing with microfibres?

When synthetic fabrics such as polyester
and acrylics are washed, microfibres are
released into the water system and disturb
natural ecosystems. Each year, approxi-
mately 500,000 tonnes of microfibres -
the equivalent of 50 billion plastic bottles
- enter the ocean from washing clothes.*

In 2017, H&M group, alongside other
brands and stakeholders, began a three-
year research project with the Swedish
Research Institute SWEREA to tackle the
issue of microfibre contamination.

This project will investigate the develop-

ment of washing machine filters that
prevent the release of microfibres and
create guidelines on how to design fabrics
and garments that do not shed micro-
fibres.

Starting with the German market, H&M
will also begin offering the Guppyfriend
laundry bag to customers from spring
2018. Microfibre-reducing laundry bags
aim to prevent the release of microfibres
into the water system during wash cycles.

“Transforming the textile industry’s water management to reduce pollution
is a critical part of WWE’s work to conserve freshwater resources. Our
global partnership with H&M group has led the way by improving H&M
group’s water management and encouraging other companies, NGOs and
policymakers to collectively engage on water issues on a global level.”

STUART ORR, LEADER FRESHWATER PRACTICE, WWF INTERNATIONAL

*Source: A New Textiles Economy: Redesigning Fashion’sFuture by Ellen MacArthur Foundation & CFI pg 39.
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' D. Product use

We know that products
with a long lifespan have a
less negative impact on the
environment. We also know
that the largest part of a products life
is spent with its owner. Therefore, we
need to ensure that we create products
that can be used for as long as possible
and that we give our customers the
tools to help enable this.

By designing products with longevity and durabil-
ity, empowering our customers to care for products
in a sustainable way and providing opportunities
for customers to recycle with us, we can prolong the
lifespan of our products and create a truly circular
economy.

CUSTOMER USE

‘We encourage all our customers to make sustain-
able choices while using and disposing of our
products. There are several ways we go about this,
including providing information about garment
care, encouraging customers to use products for
as long as possible and offering opportunities for
reuse and recycling, rather than disposal.

For example, our garments have the Clevercare
label included in their washing instructions. This

encourages washing at lower temper-
atures and hang drying instead of
tumble drying. Simple behavioural
changes like this can dramatically
reduce the environmental impact

of our products after they leave our
store, as well as increasing their over-
all lifespan.

2017 PROGRESS

& LEARNINGS
PRODUCT-USE
« In 2017, ARKET launched its website
which feautures clear and prominent
care instructions for every ARKET
product listed. The instructions are
intended to help customers look after
their clothes in the best way possible.

« Selected ARKET childrenswear
products feature name tags that leave
space for the names of three different
owners. The purpose is to encourage
and enable the garment to be reused
and passed on to new owners.

« In 2017, H&M laid the groundwork for
the new Take Care pilot which aims to
help customers prolong the lifespan
of their products.

Case study: The H&M Take Care pilot project

In spring 2018, H&M will pilot a new
and innovative concept aimed at guid-
ing and inspiring customers to prolong
the lifespan of their garments.

The Take Care pilot will provide cus-
tomers with guidance and inspiration
as well as services and products to

help refresh, repair and remake their
clothes. The Take Care pilot will be
located in our German flagship store
in Hamburg. Customers will be able
to try out repair and remake services
and shop selected products.

Find out more at hm.com/takecare.
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@ E. Product reuse & recycling
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We are continuously working
to increase the number of

our products that are reused

or recycled. At the core of
our strategy is our garment collection
initiative through which we collect
unwanted clothes from our customers
and give them a new life, through reuse,
rewear or recycling. In 2016, we set a
new goal to collect 25,000 tonnes of
unwanted clothes annually by 2020. In

2017, we collected over 17,000 tonnes.
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Garment collection is easy, accessible and works for %
our customers and our business. We started collect- =
ing unwanted textiles (from any brand, in any con- E
dition) in H&M stores in 2011. In 2013, we rolled out S
the initiative globally. This service is now also offered : "
by all & Other Stories stores, Monki stores and Used clothing and shoes are sorted for reuse or ling at I:CO’s facility plants. 9
selected Weekday stores. & Other Stories also collect z
and recycle beauty product containers in store. %
with 0% of textiles going to landfill. We are constantly working to our garment collecting scheme &
To run our garment collecting scheme, we partner Part of the recyclable post-consumer increase the share of textile-to-textile  and this will help us reach our goal 5
with I:CO - a solutions provider for textile sorting. waste collected with I:CO is then used  recycled materials in our products. to use only 100% recycled or other %
Once in the hands of I:CO, all unwanted textiles are  to create new products in both regular ~ As new innovation and recycling sustainably-sourced materials by 7
sorted to either be reused/reworn or recycled. 60% and special collections that are sold technologies develop, we will be able  2030.
of textiles are reused/reworn; 34% are recycled and across H&M group brands. to create more products from the z
6% are used as combustibles for energy production post-consumer waste we collect via z
m
&
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2017 PROGRESS & LEARNINGS

REUSE & RECYCLING
« In 2017, we collected 17,771 tonnes of
textiles through our garment collecting
initiative. This is an increase of 12% from
2016. Between the start of the initiative
and November 2017, we have collected
more than 57,000 tonnes of garments.

« In January 2017, H&M launched the
global Bring It film campaign to raise cus-
tomer awareness around the importance
of garment recycling. In conjunction with
the film release, the