




































































































































































DIVERSITY AND INCLUSION

We believe in treating people fairly and
providing equal opportunities to all

of our co-workers, regardless of age,
gender identity, sexual orientation,
physical ability, ethnicity, race, nation-
ality or any other dimension of their
identity. We are one IKEA made up of
many unique and valuable individuals.
Our uniqueness makes IKEA better.

Performance

We launched the IKEA Diversity &
Inclusion (D&I) Approach in FY13
and updated it in FY15. The updated
Approach sets out six steps to guide
our leaders in creating a diverse and

inclusive workplace, including develop-
i ing local action plans and measuring
diversity and inclusion. We place a

¢ strong emphasis on creating an inclu-
i sive work environment that respects
our co-workers and encourages them
i to be themselves. It is part of our

i culture, and we know that diversity
stimulates innovation and enables

i us to better understand the world

i in which we operate.

In FY15 we focused on three

i key areas:

o IKEA gender agenda. The IKEA

Women'’s Open Network (IWON)
aims to inspire, connect, enable

and empower women in leadership
positions at IKEA, while also con-
tributing to a more inclusive work
environment and gender balance.

In FY15, we conducted the IKEA
Women Matter survey. It focused on
the current situation in various IKEA
organisations and countries and the
infrastructure to support gender
equality. The survey highlighted a
strong foundation for gender equal-
ity: the share of women throughout
the different levels of IKEA is higher
than that of the external benchmark
and women are well represented in
IKEA leadership generally, but less
so in more senior leadership posi-

tions — see page 53 I3 for the current

fgures. The survey showed a strong

commitment to equality but revealed

the need for us to do more to track
progress and ensure co-workers
are aware of goals and practices.
Our updated Diversity & Inclusion
Approach will help us to build on
this foundation and make further

progress on tracking performance
and raising co-worker awareness. In
FY15, IKEA Switzerland became the
Frst company worldwide to reach
the highest level of gender equality
certifcation from EDGE 3 (Economic
Dividends for Gender Equality).

e IKEA LGBT project. In FY14, we
formed a workgroup to help us
create a plan to support lesbian,
gay, bisexual and transgender
(LGBT) inclusion at IKEA — see
feature on page 57 O. IKEA US
scored 90% in the Human Rights
Campaign Foundation Corporate
Equality Index 2015 2.

e Diversity & Inclusion Network.
During FY15 we formed a network
of Diversity & Inclusion ambassa-
dors, representing 48 countries
and organisations. They help to
ensure that diversity and inclusion
are part of our everyday thinking
and actions.

PETER AGNEFJALL
President and CEO, IKEA Group

“Diversity and inclusion are natu-
ral parts of our values and vision;
IKEA is a company for the many
people but also a company by
the many people. Diversity and
inclusion are also critical for our
business success; both for our
growth and for our commitment
to truly become a great place to
work. It is both common sense
and good business sense.”
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EQUALITY AND DIVERSITY
— NOT JUST A NUMBERS GAME

Our approach to diversity and inclu-
sion is grounded in the IKEA values
and our belief in people. We work
hard to respect human rights and
equality through our communication
and actions, and we know this is a

journey, not a one-off achievement.
We were reminded of this in FY14
when, for legal reasons,! we could
not publish an article featuring a a
lesbian couple and their child in our
customer magazine in Russia. We

included a letter about our commit-
ment to equal rights in the same
magazine and we published the
article in 24 other countries.
Rather than publish a separate
version of the magazine that did

not refect the diversity of our

customers, we decided to stop

publishing the IKEA Family maga-

zine in Russia. The incident has

highlighted why we must never stop

our efforts to share our values on
i equality. In FY15, we fnalised our

new guidelines on human rights in

i communications — see page 71 B.

In FY14, we formed a workgroup

¢ focused on creating an inclusive
i work environment for lesbian, gay,

bisexual and transgender (LGBT)

at IKEA, to help us ensure that our

LGBT co-workers feel respected,

i valued and appreciated for who

i they are. In FY15 we recruited a
dedicated project manager to lead
i this group and launched the LGBT

IKEA project. Its aim is to create

¢ an inclusive work environment that
enables all our co-workers to be

i themselves, regardless of sexual

© orientation.

Now we are taking the frst steps

towards developing a strategy for

inclusion. These steps include:

= Analysing the legal, political and
social factors in each country and
reviewing how we support our
LBGT communities across IKEA

= Partnering and working with ex-
ternal global LGBT organisations
to learn about best practice

= Benchmarking to better under-
stand our performance relative
to other global companies.

Work on LGBT inclusion will

continue in FY16. We will also be
i fnalising our Human Rights and

Equality Policy and Standards,

¢ which will include reference to

: sexual orientation and gender

i identity, as well as guidelines

¢ against discrimination. Ultimately,
we want to create a truly inclusive

i work environment in which every

i co-worker feels welcome, respected,
: supported and valued.

i !Related to the Federal Law of Russian Federation
: No. 436-FZ On Protection of Children from Infor-
i mation Harmful to their Health and Development.

MIKE WARD

Regional manager for USA, Canada
and Scandinavia

“We've learnt a great deal about
diversity, but now it’s time to
start taking more action. That
means overcoming the fear of
doing or saying the wrong things.
It means taking risks that will
help us to create greater di-
versity within IKEA. This isn’t a
numbers game.”
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LEARNING AND DEVELOPMENT

-

At IKEA, every co-worker is seen as a
talent. Whether they are with us part-
time or full-time, for two weeks or 20

years, we want to nurture their talents

and ensure that everyone has the op-
portunity to fourish during their time
at IKEA. We do not all share the same
ambitions, so instead of encouraging
every co-worker along the same path,
we focus on each individual’s unique
skills, aspirations and potential, and
support them to understand their

options and opportunities.

Our co-workers are full of ideas
and we encourage them to test and
challenge us as we develop new
products, services and systems. Co-
workers care about our sustainability
efforts — our sustainability training
package is part of a wide range of
on-the-job training and courses,
including e-learning relevant to
specifc functions.

More on the role of our co-workers in communicating the sustainability
benefts of our products and services to customers on page 20 &.

More on our co-workers’ involvement in community engagement
activities on page 81 .

Performance

Reaching our goals relies on our most
important resource: the talents of
our people. We launched the IKEA
Group Talent Approach in FY14 as a
consistent way of working with talent,
succession and learning. We rolled
out the approach to all managers in
FY14. We will continue to roll it out
to all co-workers in FY16, while we
develop systematic ways to support
the personal development and
retention of our co-workers.

In FY15, 76%?* of our co-workers
had an individual development plan,

which includes regular meetings with

their managers to review their career
aspirations and how to achieve them
at IKEA. This compares to 71% in
FY14.

In FY15 we launched a new learn-
ing platform: My Learning. It hosts
all IKEA learning and training content
for co-workers in one easily acces-
sible place. We also launched a new
Masters course in Innovation through
Business, Engineering and Design, in
collaboration with Linnaeus University,
Sweden. Focused on innovation and
sustainability, the course opens the
door to a career with IKEA product de-
velopment for a diverse mix of people.
Current students are aged 20 to 40
and come from various disciplines and
backgrounds (including former IKEA
co-workers) in China, Colombia, Iran,
Italy, Kyrgyzstan, Sweden and Turkey.

1 Of the 112,027 co-workers who completed the
VOICE survey and answered positively to: “Have you
within the past twelve months together with your
manager agreed on a development plan for the
coming year?” This question was new for FY14.

HEALTH AND SAFETY

Healthy and happy co-workers help
make IKEA a stronger, more success-
ful business. The wellbeing of our
co-workers is a top priority. It is an
area where we are continually work-
ing to improve. A stable income and
regular working hours contribute to a
sense of belonging and job security.
And it enables us to build long-term
relationships with our co-workers so
that we can work on improving health
and safety together.

Food is the fuel for our everyday
work at IKEA, and it is something we
can all enjoy together. We make sure
our co-workers have healthy, tasty
options available throughout the day.
Read more about our food sourcing
on page 30 3.

We are committed to providing a
healthy and safe environment for our
co-workers, customers and visitors at
all times. We encourage co-workers
to take everyday actions to contribute
to this environment, guided by formal
structures as well as ongoing training,
tools and awareness activities. IKEA
Blue is a risk tool used to identify
fre, evacuation and life safety issues
where we are not meeting standards.

Performance

In FY15, occupational accidents at

our stores decreased from 1,363 to
1,116 — largely as a result of increased
training and incident analysis. In our
distribution centres occupational
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OUR SUPPLIERS"

CATEGORY

Home furnishing

Transport and Services
providers — land and ocean

Transport & Services providers
— customer delivery and cus-
tomer services

IKEA Catalogue

IKEA Food (global suppliers)

Indirect Material and Services
(IMS)

Retail cleaning, security, waste
management and customer
delivery service providers

IKEA Components

IKEA Industry

NUMBER OF
SUPPLIERS IN
IWAY SCOPE
FOR FY15

9782

236

66

31

93

147

389

252

319¢

DESCRIPTION

Make our home furnishing products. These were the frst
suppliers to work with IWAY when we launched it in 2000.

Transport our products to stores and distribution centres by
road, rail, river and sea. No airplanes are used in our goods
supply chain.?

Deliver directly to our customers and provide product picking
in-store, assembly and installation services. Not all service
providers are contracted centrally — see also Retail service
providers below.

Provide the pulp, paper and print services for our printed
catalogue.*

Provide the food and ingredients for the core range in our
restaurants and in our Swedish Food Markets.

Provide the products and services needed to run our busi-
ness. This includes equipment in our stores (such as trolleys,
racking and lighting), uniforms for our co-workers and ser-
vices such as facilities management and printing.

Service providers to our retail organisation: cleaning, secu-
rity, waste management and customer delivery (separate to
the customer delivery providers centrally contracted through
our Transport & Services function).

These companies provide components and materials to IKEA
suppliers and sub-suppliers that are used in IKEA home fur-
nishing products.®

IKEA Industry supplies solid wood, board on frame and
board-based furniture to IKEA and companies in the IKEA
supply chain.

1 Includes tier 1 suppliers within the scope of IWAY. 2 978 suppliers includes IKEA Group's own production operations. ¢ Except in
exceptional circumstances. # Does not include digital suppliers. ® Does not include some suppliers delivering to packaging units.
¢ Includes material suppliers and on-site service providers.

AN INTRODUCTION TO THE IKEA WAY
ON PURCHASING - IWAY

What is IWAY?

IWAY — the IKEA Way on purchas-
ing products, materials and services
— is our supplier Code of Conduct. It
sets out our minimum requirements
on environment, social and working
conditions, and is a pre-condition for
doing business with us. It helps to
ensure we only work with suppliers
that share our values. Watch
the video O and read the full
IWAY standard online 3. The IWAY
Standard is available in 31 languages.
Supporting documents such as the
IKEA Way on Preventing Child Labour
and IWAY Working Methods explain
in more detail how the requirements
should be applied in relation to differ-
ent types of suppliers and in different
circumstances.

Our work does not stop once
a supplier achieves IWAY approval.
We keep working together with our

suppliers to maintain compliance, and

we look for opportunities to support
i further economic, environmental

and social development in our
supply chain.

IWAY Musts: A minimum set of
requirements all new suppliers must
comply with before we sign a contract

with them and maintain at all times

during collaboration with IKEA. These
cover areas such as child labour,

forced and bonded labour, business

ethics, severe environmental and
health and safety issues, minimum

i wages and accident insurance.

IWAY60: An interim step towards
IWAY relating to working hours. It
required that suppliers’ employees work
a maximum of 60 hours per week,
including overtime. At the end of FY15

© we achieved our goal of 100% IWAY

approval in China, including legislated

working hours (see page 65 d), so we

no longer work with TWAY60.

2005 additions include:
- Continuous health and
safety improvements

2008 additions include:
- Energy reduction
- Health and Safety

- Preventing harassment

- Benefts committees
- Written employment
contacts and abuse
) 0 -
0 .
DA ) 0
» 0 EG
XDPEC

2012 additions include:

- Business ethics

- Recruitment processes
for migrant workers

- Environmental perfor-
mance reporting

(Based on: ILO Declaration 1998 — Fundamental Principles and Rights at Work; The Ten Principles of
the UN Global Compact Framework 2000; UN Universal Declaration of Human Rights 1948; UN Conven-
tion on the Rights of the Child 1989; ILO Convention on Occupational Safety and Health 1983)
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https://www.youtube.com/watch?v=VyGCUcPxhG4
http://supplierportal.ikea.com/doingbusinesswithIKEA/sustainability/betterlifeforpeopleandcommunities/Documents/IWAY%20Standard%20Ed.5.1.pdf
http://supplierportal.ikea.com/doingbusinesswithIKEA/sustainability/betterlifeforpeopleandcommunities/Documents/IWAY%20Standard%20Ed.5.1.pdf

Who is involved?

Many people are involved in
shaping, implementing and
checking the IWAY process.

Includes IKEA Group President and CEO,

Chief Sustainability Offcer, Corporate
Communications Manager, Range & Supply
Manager. Responsible for all principal decisions
regarding the IWAY Standard, related
documents and goals.

Appointed by and supports the IWAY Council in
operational questions related to the implementation
and interpretation of IWAY. Role includes developing
the IWAY Standard and supporting material, provid-
ing clarity on interpreting the IWAY Standard and
resolving disagreements on audit results, reviewing

Independent from IKEA auditors and business
units. Performs calibration audits®, supports
training and development of IKEA auditors,
ensures IKEA co-workers follow IWAY

and sustainability standards, and reports
sustainability compliance results to IWAY

audit results, overseeing auditor training and ap- Council.

proving IWAY Working Methods and documentation.

Conduct announced and
unannounced IWAY audits
of suppliers, review and
follow up action plans in
the case of non-compliance,
support suppliers in IWAY
implementation.

Drawn from external audit
companies that are independ-
ent of IKEA. Verify IKEA audit
results, conduct unannounced
and calibration audits,” report
results to Compliance and
Monitoring Group.

Implement and maintain the
IWAY requirements at all units
producing for IKEA and work to
secure IWAY Musts at critical
sub-suppliers.

Accountable for ensuring IWAY is fully implemented
at suppliers under their responsibility, have regular
contact and visits with suppliers to support under-
standing and meeting requirements.

Arrows signify the main
lines of contact between
the different groups.

1 Audits undertaken by the Compliance and Monitoring Group and third-party companies to verify and assess the work done by IWAY auditors and business
teams, ensuring a common implementation and judgment level.

How do we deal with some of
the challenges of implementing
IWAY?

1. Allocating resources to

ensure we focus on higher risk
suppliers. Some suppliers are cat-
egorised as “IWAY Well Developed”

— a group of our best performing
suppliers. Following initial IWAY ap-
proval and proof of consistent perfor-
mance, these suppliers do not receive
scheduled IWAY audits. This allows us
to focus our attention on higher risk
suppliers and countries where suppli-
ers are likely to need more support

in reaching IWAY compliance. Well
Developed suppliers do still receive

random unannounced audits to ensure |

ongoing compliance, as well as under-
taking self-audits.

2. Maintaining compliance be-
tween audits. Our analysis shows
that between audits IWAY compliance
tends to fuctuate, which means that
suppliers need to make corrective ac-
tions within 90 days after each audit
to maintain IWAY approval. Suppliers
that are in the process of implement-
ing corrective actions remain “IWAY
approved” which means that while
the overall supplier approval rate is
100%, the actual compliance rate can
be lower and changes over time. This
is an ongoing challenge, as we want
to ensure everyday compliance — read
more on page 66 3.

3. Working with many different
types of supplier. IWAY working
methods are tailored for each type
of supplier. We also have various
goals for different supplier types —
see page 60 3.

4. Extending IWAY to sub-
suppliers. An ongoing challenge is
securing and tracking compliance with
IWAY Musts at sub-suppliers. We have
established a process of monitoring
and developing sub-supplier compli-
ance in our home furnishings supply
chain and we will work on a more
consistent approach with our other
sub-suppliers.

Learning about IWAY

IWAY training is available to all
IKEA co-workers. It is based on four
different levels: basic, medium and
advanced — step 1 and step 2. Each
level is tailored to different needs.
For example, IWAY auditors receive
extended training and ongoing
support through the advanced level
training, while basic training might
be more suitable for an IKEA store
manager or co-worker.
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A SUPPLIER
JOURNEY WITH IWAY

IWAY applies frstly to our tier 1
suppliers, with each IKEA organi-
sation defning its own scope and
implementation. It also covers some
sub-suppliers (such as those that are
permanently present on-site) and

all on-site contracted labour directly
involved in production. See below for

more on how we use IWAY with other
sub-suppliers.

The IWAY journey varies depend-
ing on the type of supplier. Here is a
typical journey for a home furnishing
supplier.

IWAY AT
SUB-SUPPLIERS

We can have a big impact on people,
communities and the environment by
working together with the companies
that supply us directly to expand IWAY
to their suppliers. Our suppliers are
responsible for communicating IWAY
Must requirements with “critical offsite

sub-suppliers” and ensuring their com-

pliance. Sub-suppliers are defned as

critical if processes performed are con-
sidered to be potentially highly harmful :

to the environment, health or safety
of the workers, or are in an industry
or supply setup that is prone to child
labour or forced and bonded labour.

EARLY STAGES

Before business
contract is signed:

IKEA communi-
cates IWAY

Supplier under-
goes initial IWAY
assessment

Supplier fulfls
IWAY Musts

Contract is signed

First delivery of
products to IKEA

IMPLEMENTATION OF ALL IWAY REQUIREMENTS

< 9 months after
first delivery:

Supplier un-
dergoes IWAY
approval audit
and receives
audit report 5
days later

< 14 calendar days
after audit report:

Supplier
agrees
corrective
action plan
with IKEA

< 90 calendar days
after the audit:

IKEA auditor
verifes that the
supplier has
implemented
corrective
actions

CONTINUOUS IWAY COMPLIANCE

- Ongoing monitoring and support from IKEA,

plus random unannounced audits

< every 24 months

(12 months in Asia): Ongoing:

IWAY re-audit

Corrective actions
and timescales
agreed as needed

* IWAY Must violations lead to an immediate delivery stop from the relevant production unit(s). After the correction of IWAY Must violations the
deliveries can be re-started.

= Suppliers failing to meet full IWAY compliance within the agreed timeframe are phased out.

REGISTRATION

COMMUNICATION

IMPLEMENTATION

VIOLATION?

IKEA supplier
registers all tier
1 sub-suppliers
involved in the
production of
IKEA articles in
the IKEA sub-
supplier tracking
system (SSTS)

IKEA identi-
fes critical
sub-suppliers
and confrms
these with
the supplier

Supplier commu-
nicates IWAY re-
quirements with
all sub-suppliers

< 12 months after
first delivery:

Supplier under-
takes initial audit
of critical sub-
supplier compli-
ance with IWAY
Musts

Supplier imme-
diately registers
the audit result
and follow up
steps in SSTS

< every 24 months
(12 in Asia):

Supplier re-
peats verifca-
tion of critical
sub-supplier
compliance with
IWAY Musts

Supplier imme-
diately registers
the audit result
and follow up
steps in SSTS

Immediately:

Supplier reports
the violation to
IKEA

Supplier regis-
ters the audit
result and
follow up steps
in SSTS

BETTER LIFE

< 90 calendar
days:

< 14 calendar
days:

Supplier follows
up and verifes
sub-supplier
compliance

Supplier
agrees a
corrective
action plan
with the
sub-supplier

If the violation
is not cor-
rected within
90 days, IKEA
and the supplier
together agree
next steps
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BOX-TICKERS NEED NOT APPLY

‘;-mn )

“I’'m not a box ticker!” says Sophie
Montavon — an IKEA IWAY auditor
of seven years. “l learned more
in my frst year as an auditor than
in my frst year at school. Box-
tickers couldn’t do this job — you

need to have a passion for learning.”

Auditors are sometimes seen as
working at arm’s length, focusing
on checklists rather than collabo-
rating to achieve positive results.
But our auditors are far more than
that. They are the human link
between our supplier Code of

Conduct — IWAY — and our suppliers.

Our 87 full time auditors are
IKEA co-workers, so their knowl-
edge stays with us and helps us to
learn and change. Each IKEA audi-

tor is constantly learning about our

suppliers and thinking about how
we can work with IWAY to improve
environmental and social perfor-
mance across our supply chain.
Sophie explains: “When we do
an audit we have to see things
from the supplier’s perspective.
Our role is to understand how they
are working, to assess them of
course, but also to explain why we
are asking things and to help them

understand the beneft to them.
I know we have done our job well

i when a supplier doesn’t need me

anymore — they are aware of their

weaknesses and they already have

a plan in place to improve when |

i visit them.”

1 _"I;._h/

Our auditors face new chal-
lenges every day. They have to
adapt quickly to working with
many different types of suppliers

— including transport companies,

factories and service providers at
IKEA stores — in many situations.

And this also gives them opportu-

nities to learn about new systems
and solutions. Sophie is always
happy to share advice and ideas

with suppliers. She also shares her

knowledge with new IKEA auditors.

“Through our IWAY training
programme, we encourage our
auditors to be open-minded and
curious,” says Sophie. “Showing
an interest in the supplier and
how they work is the most crucial
quality an auditor should have. You
need to look behind the wall and
understand what is going on in
people’s heads.”

Auditors help people live better
lives, and this is why Sophie
loves it.

“We are doing this for the health
and safety of people working at
our suppliers, their families and
the environment. It is so reward-
ing when we see real change and
investment. It’s not just a paper
exercise — we are really making a
difference.”

WHERE NEXT
FOR IWAY?

We always look for ways to improve
our work with suppliers so that we
understand each other better and
work together to create positive
changes. In FY15 we conducted

a hands-on evaluation of worker
rights in our supply chain to help
improve our ways of working and
guide the development of IWAY.

The IKEA Compliance and
Monitoring Group (CMG) visited
Vietnam, accompanied by team
members from the IKEA Purchas-
ing Offce of South Asia and South
East Asia, and the Ethical Trade
Manager from Oxfam, Rachel
Wilshaw. During their three day
visit, the group looked at how IKEA
handles issues of worker rights
such as collective bargaining,
disciplinary actions, discrimination
and harassment. Factory visits,
workshops and interviews with
workers and suppliers all informed
the discussions about problems
and possible solutions.

We will use the evaluation fnd-
ings to help shape auditing and
IWAY standard development in the
future. One thing that became re-
ally clear to us was the importance
of involving workers in the process
of addressing labour issues, to
ensure we act in their best interest
and create working conditions that
genuinely have a positive impact
on their lives.

RACHEL WILSHAW
Ethical Trade Manager, Oxfam

“Many companies are still in denial
about the deep faws in social au-
dits. In light of this, an invitation
by IKEA to spend three days with
their team talking about workers’
rights was very welcome. Together,
we explored why so few concerns
are raised by workers about issues
known to be prevalent, and came
up with a range of suggestions on
what could be done to improve
practices, including improving
worker-management dialogue

and rewarding suppliers. Given
the ‘can-do’ attitudes the team
showed, | left feeling optimistic
that positive change in IKEA's
processes would follow.”

JOHN PEMBERTON

Business Development Manager -
Synthetic Textiles, IKEA

“This experience has focused me
on working with our suppliers’
management teams to help them
get closer to their factory foors,
and we’ve already seen good
results. | think it also highlights
the importance of consumers
being aware of the impact of their
decisions on the many people
involved in the supply chain, so
they can make informed choices.”
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PERFORMANCE BY SUPPLIER CATEGORY

In FY15, there were 2,083 IWAY au-
dits, of which 710 were unannounced.
This included 1,178 IWAY audits at
home furnishing suppliers, of which
627 were unannounced (see table

below). The number of home furnish-
ing supplier calibration audits car-
ried out by the IKEA Compliance and
Monitoring Group (CMG) decreased to
28 (from 31 in FY14), corresponding

i with an increase in third-party unan-
i nounced audits to 156 (from 123 in
FY14) — see page 62 3 for more detail
i on the other roles of the CMG.

IWAY AUDIT DATA FOR HOME
FURNISHING SUPPLIERS

FY11 FY12

FY13

FY14 FY15

Number of IWAY audits/of which are unannounced --

Europe
Americas
Asia

Total

341/144 348/198 337/55 485/87 448/238
26/12 31/15 31/5 53/8 48/26
626/55 607/517 549/434 617/501 682/363

993/711 986/730 917/494 1155/596 1,178/627

Number of IKEA Compliance and Monitoring Group calibration audits?

Europe
Americas
Asia

Total

24 19
3 2
25 29
52 50

7 4

2

22 22
40 31 28

Number of third-party audits (unannounced) _—

Europe
Americas
Asia

Total

12 9
0 2
32 45
47 56

Terminated businesses, number of suppliers?

Exited due to IWAY non-compliance

8 47

26

32 63
3 10
88 83
123 156
18 12

Number of third-party child labour audits --

Total

370 365

416 305 350

1 Audits undertaken by the Compliance and Monitoring Group and third-party companies to verify and assess the work done by IWAY auditors and business
teams, ensuring a common implementation and judgment level. 2 Before FY15, terminations were categorised as “due to non-compliance” and “due to non-
compliance and other reasons”. We have replaced these categories with a single category for FY15 to aid clarity. This means fgures for FY15 are not directly

comparable to previous years.

Compliance with IWAY work-
ing hour requirements has been
a focus for us in China for many

years, and included an interim goal

of IWAY60 (see page 61 @) as a
step towards full IWAY approval.
In FY15, we reached our goal of
achieving 100% IWAY approval

at suppliers in China, compared
with 24% in FY14.! This means
that all suppliers in China have
either complied with IWAY work-
ing hour limits or are being phased
out (approximately 10% of the
total?). Meeting this target on time
is a significant achievement for us,
but we know that this is just one
step of our journey with suppli-
ers in China. We will continue to
work with them to maintain IWAY
compliance and make progress on
key issues.

1 In FY14, 98.8% of suppliers in China were ap-

proved to IWAY60 and 24% were IWAY approved.

2 A total of 39 suppliers are being phased out.
This represents approximately 10% of our total
supplier base in China for Home Furnishing and
IKEA Components.

HOME FURNISHING SUPPLIERS

i Supplier performance

! At the end of FY15, 98.9% of home
furnishing suppliers were IWAY

i approved, including 0.8% pending

i a scheduled audit. The remaining

¢ 1.1% have not been able to meet our
requirements and are in the process
i of being phased out. We faced two
specifc issues in FY15: the charging
of recruitment fees to migrant
workers at some suppliers in Taiwan
i (see page 66 O) and diffculties in
meeting working hour requirements
i at one of our larger suppliers. Both

i of these issues are now resolved.

i

THOMAS SCHAEFER

Sustainability Manager,
Purchasing, IKEA of Sweden

“This is a groundbreaking
achievement. It is a great
example of what is possible
when we work together with
suppliers that share our values.
And it puts us in a good position
to face the next challenge of
maintaining IWAY compliance in
China next year and beyond.”
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Challenges

An ongoing challenge for us and our
suppliers is the continuous implemen-
tation of IWAY between audits and
approval. Data analysis over the past
fve years shows us that:

= New suppliers have an average com-

pliance rate of 78% when they start
with us (although they must show
the potential to reach 100% at this
stage?l)

* Suppliers reach 100% (approved) in
the frst 12 months

= At consecutive audits the compliance

rate averages 87%

= After each audit suppliers have 90
days to get back to 100% (at which
point they are approved).

This means that a supplier can remain
IWAY approved but still show Fuctua-

IWAY approval at home FY11

furnishing suppliers, %?*

Europe 90

Americas 94

Asia, total 41
China 30
South Asia 65
South East Asia 562

All regions 67

tions in compliance between audits
(except where a serious or IWAY Must
violation is found). For example, we
know that wages and working hours
tend to be the areas where it is most
challenging for suppliers to maintain
continual compliance, whereas health
and safety is an area where they can
maintain standards after making initial
changes. Our goal is to work together
with suppliers to maintain continual
compliance with all IWAY require-
ments. To help us measure and man-
age our improvement in this area, we
plan to introduce compliance rate as a
performance indicator alongside over-
all approval from FY16 onwards.

We work with our suppliers to
embed IWAY into everyday business
processes and maintain IWAY perfor-
mance. In South East Asia, we have
seen a lack of integration of IWAY into
management systems, which has con-

FY12 FY13 FY14 FY15
100 100 99.5 100
100 100 96.2 98
92 97.8 97.8 98
90 99.2 98.8 98
93 92.2 95.9 95
97 96.7 94.7 99
96 99 98.6 98.9

1 Data for home furnishing suppliers includes IKEA Industry factories. Excludes new suppliers that
have up to 12 months to be approved. Suppliers that have a non-compliance identifed and are still
within the 90-day period allowed to correct it, are categorised as approved. Suppliers pending a
scheduled audit are categorised as approved as long as the previous audit has not expired (applies
to 0.8% of the total in FY15). In FY15, the remaining 1.1% applies to suppliers being phased out.

2 Figure restated from FY14 (65%0).

tributed to unstable IWAY compliance

rates. In FY15 we introduced the ‘IWAY

Independent Program’. This helps us
collaborate with suppliers to integrate
IWAY into their everyday work. We
have seen an increase in the average
IWAY compliance rate as a result of
measures such as standardising work-
ing methods, improving staff engage-
ment and internal communications.
Currently nine suppliers are taking
part in the programme.

In South Asia we introduced a new
induction process for suppliers, which
highlighted the relevance of IWAY to
everyone within a suppliers’ organisa-
tion, from the shop foor through to
senior management.

In China and East Asia we identi-
fed several IWAY Must violations in
relation to working hours as a result of
falsifcation of records. In all cases the
violation led to an immediate halt in
deliveries from the relevant production
units until the issue was resolved, and
in some cases we terminated business
with the supplier completely. In FY16,
we aim to develop a more structured
supplier development programme in
China to further enable suppliers to
share ideas and best practices for
achieving continual IWAY compliance.
As part of our efforts to ensure the
responsible recruitment of migrant
workers (see page 74 @), we have
been working together with home
furnishings suppliers in Taiwan to
ensure jobseekers do not have to
bear the cost of recruitment fees.

Opportunities

We always look for opportunities to
tackle key issues such as fair wages
and working conditions in higher risk
areas of our supply chain.

For example, carpet weaving is

Tier 2 home furnishing (HF) suppliers FY13 FY14 FY15
Total number of HF tier 2 suppliers 14,000 16,561 18,954
Total number of HF tier 2 suppliers with identi- = 2,200 1,691 1,897
fed critical materials and processes

Share of HF tier 2 suppliers with identifed 20 91 92

critical materials and processes compliant

with ‘IWAY Musts’, %

historically associated with poor working
conditions, child labour and exploitation
by middlemen. In 2010, we started
working with carefully selected sup-
pliers and sub-suppliers in India and
Bangladesh to produce high quality
handmade IKEA rugs, while ensuring

decent working conditions and fair pay
in IWAY compliant factories close to
the homes of the weavers. Five years
on, approximately 10,000 weavers

* In some areas, such as South East Asia and East Asia, we
do not start business with a supplier if the initial compliance
rate is below 90%.

BETTER LIFE FOR PEOPLE & COMMUNITIES | 66



and other workers are involved in
this initiative. We have trained more
than 600 people in two dedicated
weaving schools, where trainees are
paid at least the local minimum wage
while they learn. Read more about
our efforts to ensure decent working
conditions within our own operations
and supply chain on page 72 3.

Suppliers now have even more
hands-on support following the
restructure of our sustainability
compliance and sustainability devel-
op-ment functions. This enables us
to focus our efforts on working
together with suppliers to meet
IWAY requirements and tackle wider
sustainability challenges. Instead of
repeating the Global Sustainability
Days held in FY14, we integrated
the theme of sustainability into our
annual IKEA supplier days — read
more on page 48 3.

Sub-supplier performance

Approval with IWAY Musts at our
critical tier 2 home furnishing sub-
suppliers in FY15 was 92% globally
(see table on page 66 O@). In South
East Asia all critical sub-suppliers are
IWAY Must approved and in other
regions we have continued to work
with suppliers to increase this fgure.

For example, in South Asia we
have continued to build the capacity
of our suppliers to undertake sub-
supplier audits by offering training
and providing more focused support
where it is needed. In China, as well
as continuing to work to secure IWAY
Musts at tier 1 sub-suppliers, we are
encouraging some well performing
sub-suppliers to progress to full IWAY
compliance.

TRANSPORT & SERVICES SUPPLIERS

In FY15, IWAY approval rate for sup-
pliers that transport our products to
stores and distribution centres was
100% for ocean transport providers
and 99.5% for land transport pro-
viders. IWAY approval for centrally
contracted transport suppliers who
deliver directly to customers, was
86%, compared with 100% in FY14.
This decrease is due to a change of

scope — we included parcel carriers for

the frst time in FY15 and are working
with them to reach IWAY compliance.

We approve of the principle of free
trade within the European Union (EU).
But we recognise that it also brings
challenges. For example, some sup-
pliers pay their drivers the minimum
wage of their country of origin, which
is often lower than local wages where
the drivers predominantly work.

IKEA always requires suppliers
to comply with laws and regulations,
as well as IWAY requirements. We
welcome the development of the EU
directive aiming to improve working

conditions for drivers of international

transport companies — including pay-

ing workers at least the minimum

i wage in the country where they are

i working. We engage in dialogue with
i the transport unions so that together
i we can fnd ways to contribute to the

positive development of the transport
industry. Through IWAY we are work-
ing closely with our service providers
to secure good working conditions for
drivers. In FY16, we will also begin
spot checks at our distribution centres
and stores of the conditions under

which contract truck drivers work.

IWAY approval of FY11
transport and service
suppliers (% IWAY

approved)

Customer delivery 53
suppliers, % of centrally
contracted suppliers

approved

Ocean transport providers, 95
% approved

Land transport providers, 82
% approved

FY12 FY13 FY14 FY15
91 93 100 86
100 100 100 100
100 100 100 99.5

FOOD SUPPLIERS

FY15 was a year of change for our food
business. We hired a Sustainability &
Health Manager, who is leading the
development of a new global health
and sustainability direction — read more
on page 30 @. We are also working
towards setting a framework for

our entire food business in a more
centralised way, which presents
opportunities to develop closer
relationships with our global suppliers,
build a better understanding of our
local food supply chain and achieve
more sustainable outcomes.

We developed a new IWAY work-
ing method and started to implement
IWAY at our food suppliers according
to a roadmap for food in FY15. High

volume products and wholesalers fell
i within scope. IWAY Must verifcations
i have been carried out with 93% of
these ‘in-scope’ suppliers. A total of

¢ 55% of suppliers of our core global

¢ food range were approved following

i a full audit and we will continue to
work with our suppliers to increase

i compliance rates to 100% over the
next two years. Figures are therefore
¢ not comparable to previous years.

We continued work to map our

local food supply chain in FY15, and

¢ will provide a more complete map of
our local food suppliers and their level
i of IWAY compliance once this work is
i complete in FY16.
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IKEA INDIRECT MATERIALS AND SERVICES (IMS) SUPPLIERS

At the end of FY15, all IMS suppliers
under the IWAY scope were IWAY
approved (87%), pending a scheduled
audit or being phased out. This is an
important milestone, but we need
to work together with suppliers to
maintain compliance — especially in
the more complex service sector,

where our next step will be to go
further into the supply chain and
secure IWAY compliance with selected
sub-suppliers.

Our wider work with IKEA IMS
suppliers in FY15 continued to focus
on creating business value in three
key ways:

87
77

53

32

27 I

i = Consolidation. Having fewer suppli-
i ers means we can develop stronger
relationships and get better value

¢ for products and services.

= Standardisation. We can reduce our
¢ environmental and social impacts
and ensure quality by offering a
carefully selected, streamlined

i selection of products and services.

i = Relevance. To make sure we get

: the most beneft from consolidation
and standardisation, we work to
understand the needs of IKEA stores
and co-workers so that IKEA IMS
solutions are useful and well-used.

IWAY APPROVAL OF
INDIRECT MATERIALS AND
SERVICE (IMS) SUPPLIERS
(% approved)

I FY15
B FY14
B FYi3
W FYi2
W FY11

RETAIL SUPPLIERS

In FY15, we continued to focus on
auditing higher risk supplier
categories: cleaning, security, waste
management and customer delivery
service providers — the customer
delivery service providers managed
by our retail operations are in addition
to those managed by our Transport &
Services business. The IWAY approval
rate for these four categories of

i supplier in FY15 was 85%, compared
i with 40% in FY14.

In FY15 we tested a new way

¢ of working in three countries —
transferring responsibility for IWAY
i implementation to IMS (while

i retaining ultimate accountability

i within Retail). The results were

i positive, so we plan to roll out this
i approach more widely in FY16.

IWAY approval of retail cleaning, secu-

FY13 FY14 FY15

rity, waste management and customer

delivery service suppliers

Total number of IWAY audits conducted at 136 179 314

retail suppliers

Total number of retail cleaning, security, 539 448 389
waste management and customer delivery

service providers

Retail cleaning, security, waste management 19 40 85
and customer delivery service providers, %

approved
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IKEA CATALOGUE SUPPLIERS

IWAY approval for our catalogue sup-
pliers at the end of FY15 was 70%,
compared with 55% in FY14. We
achieved this increase by completing
IWAY audits with more suppliers and
supporting previously non-compliant

suppliers to implement their corrective
action plans. We undertook 30 audits
in FY15 and plan a further 40 in FY16,
keeping us on track to audit all cata-
logue suppliers by the end of FY16.

All suppliers continue to under-
take self-assessments twice a year,
based on IWAY and industry-specifc
requirements for pulp, paper, print
and digital. In FY15, we commissioned
more third-party audits to increase
the reliability of the industry-specifc
environmental data gathered from
our supply chain, going beyond IWAY.
They enable us to score suppliers, dis-
cuss corrective action plans with them
and assess how to improve energy
effciency, renewable energy content,
waste and water use. Read more
about the environmental performance
of our catalogue suppliers on page
50 O).

IWAY and industry spe-
cific approval at IKEA
catalogue suppliers

Share of catalogue paper 90
and print suppliers that are
IWAY approved (%)

Share of catalogue paper 72
and print suppliers that are
approved according to the
industry specifc require-

ments (%)

FY11

FY12 FY13 FY14* FY15
89 82 55 70
70 66 68 46

1The decrease from FY13 to FY14 is partly as a result of more accurate data — specifcally an increase
in IWAY audits rather than supplier self-assessments.

IKEA COMPONENTS SUPPLIERS

© audit pending. During FY16 we will

In FY15, 99.2% of IKEA Components

units and their suppliers achieved

IWAY approval or had a scheduled

. extend the scope to include more

suppliers delivering to our own
¢ packaging units. The suppliers will

IWAY approval at IKEA Components and FY13 FY14 FY15
suppliers

IKEA Components units, % approved 100 100 100
Total number of IKEA Components suppliers 226 242 252
Total number of audits conducted at IKEA 146 187 195
Components suppliers

IWAY Components suppliers, % approved 100 99.2 " 99.2

“Figure corrected from FY14 (100%).

© be IWAY approved during FY16.

In China we achieved the target

of 100% IWAY approval for IKEA
i Components suppliers.

IKEA INDUSTRY SUPPLIERS

IKEA Industry’s Division Purchase
function was formed in September
2014 to develop a centralised and
standardised approach to IKEA Indus-
try purchasing. In FY15, we focused
on getting the basics in place, such
as performance indicators, govern-
ance and new processes. In FY16 we
will continue to strengthen purchasing
processes and supplier development.
We are taking a phased approach to
IWAY compliance with our suppliers,
which includes the following goals:

e By the end of FY15 all direct mate-
rial suppliers will have IWAY Musts
verifed, and all critical direct mate-
rial suppliers will have implemented
IWAY 5.1 and be ready for auditing.

= By the end of FY17 all critical direct
material suppliers will be IWAY
audited and approved.

« By the end of FY18 all direct mate-
rial suppliers will have implemented
IWAY 5.1 and be ready for auditing.

= By the end of FY18, 50% of all
direct material suppliers will be

IWAY audited and approved.
= By the end of FY20 all direct

material suppliers will be IWAY

audited and approved.
In FY15 we achieved our goal of veri-
fying IWAY Musts at all direct suppliers
in FY15. We achieved our goal of all
critical direct suppliers being ready for
audit by the end of FY15. We focused a
lot on improving our sourcing of wood
from more sustainable sources — read
more on page 25 3.

In FY16 we will form a Division

Purchase Sustainability Team to

support with IWAY expertise and IWAY
i standard training of business teams

i and suppliers. This team will also

i support the implementation of IWAY
at our suppliers, starting with critical

¢ suppliers.

In FY15 IKEA Industry audited

i all of its permanent on-site service

i providers, supported by step-by-

i step guidelines and audit training for

{ human resources and sustainability

i managers at each unit. The focus was
i on social conditions, although environ-
i mental and safety fndings were also

i corrected within 90 days of the audits.

LIWAY 5.1 is the latest version of the IWAY
i Standard.

IWAY approval at IKEA Industry and suppliers?

Total number of suppliers
Number of suppliers within IWAY scope
Number of audits conducted

IWAY approved suppliers

FY15
960
319
261

2072

1 Includes material suppliers and on-site service providers. Figures are not comparable with previous
years as a result of the formation of a new organisation with a new fully defned supplier base.

2 64.9% of suppliers within IWAY scope.
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SUPPORTING
HUMAN RIGHTS

We want to empower people to create
a better everyday life for themselves.
For many, this is becoming increas-
ingly diffcult because of confict in
their homelands and the disruptive
pressures of climate change. Respect
for human rights is at the centre of

everything we do. We always work to
protect the rights of the most impor-
tant people in the world: children.
And we focus on supporting specifc
groups in our extended supply chain,

such as migrant workers, home work-

ers and social entrepreneurs.

PEOPLE & PLANET
POSITIVE TARGETS

Develop and implement a transparent and
reliable system for the responsible recruit-
ment of migrant workers at frst-tier suppliers
in identifed critical areas by August 2017.

STATUS

PERFORMANCE IN FY15

Began a project in South East Asia with the International
Organization for Migration to learn more about the
processes and challenges of recruiting migrant workers,
with the aim of developing action plans and goals to
support ethical recruitment throughout our supply chain.

Continuously identify and develop setups

for home-based workers to improve working
conditions, protect labour rights and prevent
child labour. By August 2020, all home-based
workers are transitioned into improved set-
ups and part of our handmade development
programme.

Focused on improving working conditions in our supply
chain in South East Asia, including audits and improve-
ments at weaving centres in Indonesia and Vietnam, and
collaboration with the International Labour Organization
in Indonesia to analyse working conditions in our rattan
supply chain.

Advocate for children’s rights by infuencing
policy development, raising awareness

and supporting families in vulnerable
communities.

Took part in a range of external advocacy activities,
including contributing to UNICEF training programmes
for business, speaking at Global Compact meetings and
supporting country launches of the Children’s Rights and
Business Principles. Updated the IKEA Way on Preventing
Child Labour and Supporting Young Workers. The work of
the IKEA Foundation centres on the rights of children and
their families — see page 77 3.

Support the development of small-scale
social entrepreneurs into IKEA suppliers
leading to demonstrable social benefts, such
as tackling poverty and empowering women.
Sewing service and fve new limited edition
collections from the IKEA Social Entrepreneur
initiative launched in three countries before
February 2015.

Launched fve new collections through local and
international partnerships with social entrepreneurs,
bringing the total to nine collections launched since FY13.
Launched in-store sewing service with local partnerships.

‘ Achieved

. Ongoing Not achieved

Read more about our efforts to contribute to a better everyday life at work for our co-workers on page 53 @
and for our frst tier supply chain on page 60 3.
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HUMAN RIGHTS GOVERNANCE

We communicate the importance
of respecting human rights to our
co-workers and suppliers through
a number of codes, policies and
standards. These are all approved
by Group Management and include:

The IKEA Way on Preventing Child
Labour and Supporting Young
Workers

The IKEA Way on Purchasing
Products and Services (IWAY),
our supplier Code of Conduct
IKEA Group Code of Conduct
IKEA Group Standard on Human
Rights

IKEA Group Policy on People
IKEA Group Standard on People
IKEA Group Policy on
Sustainability

We strive to prevent any negative
human rights impacts associated

with our business by focusing our
attention on areas where we have
the greatest potential impact within
our supply chain — see page 62 @

— and by keeping our policies and

standards up to date with emerging
risks and expectations.

In FY15, we developed new
guidelines on human rights in
communications to make sure our
commitment to human rights is
clear in all we say and do. In FY16,
we will fnalise our updated human
rights standard: the IKEA Group
Policy on Human Rights and Equality.
This refects the value we place on
equality for all those who work with
IKEA — as co-workers (see page 53 )
or suppliers (see page 60 @).

Where human rights risks are
identifed, we strengthen our due
diligence processes and, when nec-
essary, provide access to a remedy.*

Example - child labour

i We take a “prevent and protect”
approach to decent work for

i young workers? through the

i application of our supplier Code

i of Conduct — IWAY. Our aim is to
i prevent child labour at suppliers,
i while protecting young workers
by making sure suppliers provide
i them with suitable positions and

i decent work — this enables learning
i and skills development through

i quality work experience.

Our procedure for handling and

following up on suspected child

i labour violations within our supply

! chain is set out in our IWAY working
methods. It involves a step-by-step
i process from fact collection through
i to confrming the consequences for
the suppliers’ future business with

i IKEA, while ensuring that all actions
i are taken in the best interest of

i the child.

In FY15 there were fve suspected

cases of child labour, all of which

i were confrmed. Using the IWAY
Working Methods, we worked with
the supplier in each case to resolve
i the situation while making sure the
i child’s wellbeing was protected.
Specifc actions included ensuring

i that every child had to access
education, providing support to

i their families and putting follow

i up reviews in place.

Read more about our work on

children’s rights on page 72 3.

: 1The steps an organisation takes if it fnds it has

i caused or contributed to human rights violations.

: 2Defnition of a young worker according to the

: Children’s Rights and Business Principles: A child

: (below the age of 18) who is above the minimum

i legal working age and engaged in economic activi-
: ty. It is an age group that is subject to designation
: as child labour if the work or working conditions

: are hazardous.

OUR HUMAN RIGHTS JOURNEY

“Respecting human rights has
always been key to how we work,
although we may not always have
called it that. It’s about having a
positive impact on people and
communities,” says Greg Priest,
Head of Sustainability Policy,
IKEA Group.

The IKEA supplier Code of
Conduct — IWAY — is central to our
human rights approach. It enables
us to identify risks in the supply
chain and to support suppliers to
make changes in their own opera-
tions. The UN Guiding Principles on
Business and Human Rights and
the Children’s Rights and Business
Principles have supported us to go
further. They helped us to bench-
mark our progress and develop a
more structured approach. We have
improved our analysis of human
rights risks and involved key stake-
holders from inside and outside
the business to help prioritise our
actions across the value chain and

in our own operations.
We also look for opportunities

i to have a wider infuence on global

issues, like children’s rights. Greg
explains: “We started by looking

at the issue of child labour in our
own supply chain using IWAY.

And the programmes of the IKEA

Foundation are tackling the root
causes of child labour. Now, we want

i to encourage all of our co-workers
: to see the relevance of children’s

rights to their own work, and we're

working with Save the Children and

UNICEF to drive wider progress.
“We don’t have all the answers.
Our recent experience in Russia
(see page 57 @) shows that we
still have more work to do. And we
are working with our partners to
understand and take action on
complex issues like eliminating

fees charged to migrant workers

(see page 74 @) and ensuring fair

wages globally (see page 72 [@).
i We have an opportunity to play a

leading role.”

Greg is clear about the future:
“We have to remember that real
people are affected by everything

i we do, and we must work on the

areas where we can have the most
impact. Focusing on what’s good

for people is a key part of building

a strong, sustainable business. In

fact, it’s the reason | work for IKEA
i —to help create a better everyday

life for the many people.”
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THE RIGHT TO DECENT WORK

Everyone should enjoy going to
work. Whether they are our co-
workers or the people working in
our supply chain, we want to make
sure that all the people involved

in our business have decent work
and working conditions. It is a basic
right, not a privilege.

Our internal guidelines and our
supplier Code of Conduct (IWAY —
see page 60 @) help to ensure we
reach minimum standards on issues
like discrimination in the workplace,
excessive working hours and over-

time, and payment of legal minimum

wages. But in some countries, the
legal minimum wage is not enough
to support the basic needs of work-
ers and their families — including
clothes, education, food, housing
and insurance. We think it is impor-
tant to assess what a “fair wage”

is — one that enables families to
thrive, not just survive.

We work with the Fair Wage
Network = to assess our own
operations and those of our
suppliers — using a holistic

approach to assess wages alongside
other important factors like social
benefts and wage discrimination
against part time workers. In FY14
our assessments led us to make
changes to our wage structure in
Japan and the USA. In Japan we
introduced equal pay between full
time and part time co-workers for
equivalent hours. In the USA we
increased minimum wages to match
the cost of living. We have since
made further wage increases in the
USA in line with cost of living, and
we strongly believe these changes
will contribute to a reduction in staff
turnover.

In FY15, similar assessments led
us to increase our standard mini-
mum wage in the UK and Ireland
in line with the cost of living. We
started to extend our approach to
suppliers, by carrying out fair wage
assessments with some suppliers
in Turkey and all of our suppliers in
Bangladesh. Learning from these
pilots will guide us to make changes
across other parts of our business
and supply chain.

In FY16 we will carry out further
work on conditions of employment
in our own operations, to make sure
our co-workers have enough hours
of work to support themselves
and their families. This will include
introducing standards on aspects
such as minimum contract hours,
limited and unlimited contracts,
and shift work.

DANIEL VAUGHAN-
WHITEHEAD

Founder of the Fair Wage
Network

The Fair Wage approach pro-
vides businesses with the tools
to improve wage practices. It is
not an audit exercise but a form
of cooperation and partnership
to help factories or stores make
the best possible assessment
of wage practices, identify the
root causes and apply the
appropriate remedy.

IKEA has a unique and lead-
ing approach — promoting fair
wages among both its suppliers
and its stores, making it a front
runner in this area.

By focusing on its co-workers
frst, IKEA will enhance its cred-
ibility with suppliers, partners
and customers. Extending this
approach to suppliers is key to
building capacity and promoting
good wage practices across the
IKEA supply chain and beyond.

CHILDREN'’S RIGHTS

Children are the most important
people in the world. But today, one
billion children are deprived of
services they need to survive and
grow! — including education, health-
care and protection from harm.
Climate change will only increase
the pressures already felt by children
and their families in some of the

world’s most vulnerable communities.

We are working to secure
children’s rights across our entire
value chain. This is a complex and
evolving area and, while we have
been working on children’s rights for
many years, we know that there is
much more to do. We want to make

sure that every aspect of our business

makes children’s lives better.
The Children’s Rights and
Business Principles @ (the Principles)

— developed by UNICEF, the UN Global
i Compact and Save the Children
— are the frst comprehensive set of

principles to guide companies on

children’s rights. The Principles link
i directly or indirectly to everything
i we do, and we are using them as a

base to develop our work on children’s

rights, building on the belief that our
i actions should always have the best

interests of the child in mind.

1 See http://childrenandbusiness.org/

THE CHILDREN'’S RIGHTS
AND BUSINESS PRINCIPLES

Reinforce goverment
and community efforts
to fulfill children’s rights

Protect children
in emergencies

Children’s rights
in security
arrangements

Respect children’s rights
in relation to environment
and land aquisition

Graphic: UNICEF

Commitment to
children’s rights

Elimination
of child labour

Decent work for young
workers, parents and
caregivers

Protection and
safety of children

Safe products and
services for children

Responsible marketing
and advertising
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Performance

In FY15, we strengthened our focus

on children’s rights, starting by talking

to people within and outside of IKEA
to develop a detailed assessment of
our progress against the Children’s
Rights and Business Principles.

Through this process, we are identify-

ing stakeholders who will support us

to improve and achieve our goals, as

well as supporting co-workers to take
ownership of the issues relevant to

their own work. We will use the results

of the mapping to develop an action
plan in FY16, focusing on the areas
where we know we can do more.

We updated the IKEA Way
on Preventing Child Labour and
Supporting Young Workers in FY15 and
will engage suppliers and co-workers

in FY16 to refresh their awareness and

understanding of children’s rights.
The way we develop the Children’s
IKEA range demonstrates how we
consider the child’s perspective in our
work. Every product in the range is
designed to promote children’s right

to play, to be functional, fun and
grounded in our knowledge of child
development through work with
external organisations and experts.
We have zero-tolerance to any health
or safety risks, and you can learn
more about how we make our
products safe on page 35 3. In
FY15 we completed the biggest
piece of research ever undertaken
on play, interviewing almost 30,000
parents and children in 12 countries
for our Play Report 2015. It has taught
us more about play and how people
spend time together all around the
world, and will guide us as we develop
products and services for children in
the future.

We know we cannot become
complacent — we want to ensure
everyone at IKEA understands that
respecting and supporting children’s
rights is part of their everyday work.
We will continue to map our progress
and build our capability to capture
performance data, so that we can
develop further goals and share best
practice in a systematic way.

STAKEHOLDER CHALLENGE

IKEA has a strong approach to selecting and supporting suppliers that share its values
through its supplier Code of Conduct, IWAY. Does it stop there, or can IKEA really help to
tackle the complex issue of child labour deeper in its global supply chain?

ANDREW MAWSON

Chief — Children’s Rights
and Business, UNICEF

Child labour in complex global sup-
ply chains is a challenge for many
businesses. It becomes increasingly
diffcult when considering deep

and expansive supply chains with
multiple tiers, informal production
and child labour in the production
of raw materials.

UNICEF supported IKEA in the
development of the IKEA Way of
Preventing Child Labour in 2000.
Clearly communicating expectations
and standards to suppliers is an
important frst step in addressing
child labour. UNICEF also welcomes
IKEA's commitment to the Children’s
Rights and Business Principles in
its sustainability strategy for 2020,
and its efforts to undertake a gap
analysis of business practice using
the Principles framework.

Sustainable solutions also require
looking at the root causes. At its
core, child labour is both a cause

and consequence of child poverty,
but is also exacerbated by the
lack of alternatives and a lack of
awareness of children’s rights.
The IKEA Foundation has taken

a very proactive role to address
education, women’s empower-
ment, and strengthening of child
protection systems in supply chain
communities. The challenge for
IKEA is to take this further — to
use its infuence and leverage with
suppliers, peer companies, and
governments to contribute to the
Sustainable Development Goal to
eliminate the worst forms of child
labour by 2025.

SASKIA DIELEMAN-JAMIN
Compliance Manager, IKEA Group

We've focused on securing chil-
dren’s rights in our supply chain
for many years through IWAY — it
enables us to have a shared under-
standing with our suppliers about
the importance of children’s rights,

so we can work together to tackle
child labour.

Contributing to the develop-
ment of the Children’s Rights and
Business Principles and using the
analysis tool from UNICEF and
Save the Children really helped us
to focus and look at every aspect
of our business through the lens
of supporting children’s rights.

We recently strengthened our
IWAY Standard documentation
on the treatment of young
workers because we want young
people who are legally able
to work to access decent jobs
with appropriate support. When
factories meet all IWAY require-
ments, they have all the pre-
conditions necessary to be a safe
and healthy workplace for young
workers. Since 2012, we have
trained our direct suppliers to
perform IWAY Must audits at
their critical sub-suppliers,
helping to ensure that our
requirements on the prevention
of child labour are fulflled further
along our supply chain.

We know we need to do more
to move our wider supply chain
from compliance to genuine
commitment. We will continue
working with our suppliers and
others outside of IKEA to drive
respect for children’s rights even
further into the supply chain.
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MIGRANT WORKERS

For many people, the opportunity
of work leads to a move away from

home. Around 232 million people in the
world today are international migrants, :

105 million of whom are working.
The process of recruiting and em-
ploying migrant workers can some-

times be associated with unethical and
exploitative practices. The promise of a :

better future can turn into a burden of
large debts from recruitment fees and

— in the worst cases — bonded labour.
We are committed to the responsible

recruitment of migrant workers and we
set clear standards for the recruitment

and employment of workers through

IWAY. We do not tolerate forced labour

or human traffcking, and expect
suppliers to respect rights such as
non-discrimination and transparency
of terms and conditions.

Performance

Recruitment processes in many
countries involve complex layers and
practices, sometimes by multiple
organisations. Lack of transparency
in the recruitment industry, as well
as the fact that these issues often
lie outside our suppliers’ sphere of
infuence and are diffcult for them
to tackle on their own, can make it

challenging to meet IWAY standards.

To support our suppliers in tack-
ling these problems we are partnering
with the International Organization
for Migration (IOM) =2 on a project
in South East Asia. Together, we are
mapping the recruitment corridor from
the supplier back to the workers’ home
countries, to better understand the
challenges and potential solutions. We
will use the fndings to develop action
plans and goals to support ethical re-
cruitment of migrant workers, with the
long-term aim of contributing to lasting
changes. We will complete this project
by March 2016.

We know that we cannot solve
this alone, and that a broader global
effort is needed to create sustainable
change. We have been working closely
with NGOs and other businesses to set
up a cross-sectoral initiative that will
help drive the transformational change
required in the global recruitment
industry.
Read more about our approach to
workers’ rights in our transport supply
chain on page 67 3.

LARA WHITE

Senior Labour Migration
Specialist, International
Organization for Migration

“Tackling the complex issues
related to labour exploitation
and human traffcking requires
partnership and commitment.
That’s why we are pleased to be
collaborating with IKEA as part of
its efforts to promote the ethical
recruitment and fair treatment
of migrant workers — working
together to learn more about the
‘migration stories’ of workers in
the IKEA supply chain. | look for-
ward to seeing IKEA use learning
from this project to bring trans-
formative change to recruitment
standards affecting its supply
chain. I hope it will also mobilise
suppliers and other companies in
their commitment to fair labour
practices.”
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HOME-BASED WORKERS

We want people to be able to work

in a way that fts with their everyday
lives. For many who live in poverty,
working at home in the ‘informal’
sector is an important way to bring in
family income. Short-term jobs such
as weaving can be very fexible and Tt
well around home life, but often offer
no guarantee of safe and fair working
conditions.

We work with suppliers in parts
of our supply chain that traditionally
rely on home-based workers — im-
plementing new working methods to
standardise employment processes
and conditions. And we partner with
social entrepreneurs (see right) to
develop new avenues of employment
for traditionally home-based workers.

Performance

In FY15, we focused on improving
working conditions in a supply chain
in South East Asia traditionally
associated with the informal
sector: natural fbre.

We carried out 573 audits at
villages and weaving centres across
our natural fbre supply chain in
Indonesia and Vietnam, leading to
IWAY approval of of 406 villages and
65 weaving centres.! We provided
training to third-party and suppliers’
own auditors, increasing their capac-
ity for future audits. The audit process
has led to improvements in working
conditions and labour rights for
home-based workers and within
the weaving centres.

In Indonesia, we collaborated with
a project of the International Labour
Organization (ILO) which supports
strategies to strengthen the labour

i conditions of homeworkers. The
project reviewed and analysed the

i employment relationships and work-
{ ing conditions of these workers in

i our rattan supply chain. The analysis
showed good performance in prevent-
i ing forced, bonded or child labour

i and promoting basic safety at work.

! Increased health insurance coverage
i was also observed among workers at
weaving centres. The areas requiring
¢ improvements included the use of

a written contract, payment of

{ minimum wages, strengthening
occupational safety and health,

i and increasing awareness on
labour standards — especially among
i women workers. The link between
sub-contracting, productivity and

: wages is complex. We are working

{ to understand this better so that we

{ can assess cases where the minimum
i wage is not being reached and work
with suppliers to remedy this where

i needed.

The project also identifed some

i specifc challenges facing our rattan
supply chain: supply issues (including
i irregular orders and rising produc-
tion costs) and the shortage of skilled
: weavers due to the trend for young

! people to look for jobs elsewhere. We
will use the fndings to support our

i suppliers in tackling these challenges.
More on our natural fbre supply chain
i on page 31O.

i 1Often many households within a village are

: involved in IKEA production, so we register villages
: rather than individuals on our sub-supplier tracking
¢ system. IWAY approval of a village is based on the
: audit of a sample of households within a specifc

i community.

SOCIAL ENTREPRENEURS

Social entrepreneurs are people who
establish a business with the aim of

solving a social problem or effecting
social change.

We have realised the huge poten-
tial of working with these enterprises.
They ft a unique position, operating
on a much smaller scale than our
larger suppliers (see page 60 O).

By forming solid long-term business

relationships with social entrepreneurs

that share our values, we co-create
limited edition collections of unique
handicrafts available in selected
stores. These partnerships supply up
to 31 stores in fve countries, using
traditional handicraft methods such
as embroidery @ and weaving, and
natural materials such as banana
fbre O and ceramics.

The social enterprises we partner
with internationally employ local

artisans — mostly women who live
in rural areas, with previously limited
or no access to paid work and sustain-
able income. Now these women are
able to open bank accounts to save
money. They are empowered to chal-
lenge cultural norms by developing a
profession outside the household while
continuing the local craft heritage.
We also collaborate with social
entrepreneurs providing work to
immigrant and refugee women who
are struggling with entering the local
labour market. These local partner-
ships supply one or two of our stores
within the same country with limited
edition collections of upcycled IKEA
textiles and in-store sewing services.
Selection of social enterprise
partners is based on the positive
social impact they have on their
community. All pay at least the local

{ minimum wage, and often more. Many
i of the artisans are shareholders in the
i social enterprise where they work.
One of our partners has reached full

IWAY compliance and all have at least

reached our minimum set of supplier

¢ requirements — IWAY Musts (see page
i 61 @). We recommend our partners

¢ undertake third-party social impact
audits and we are developing a social
¢ impact report template to guide this
process. The template includes indica-
¢ tors in areas such as expenditure

i on education, health insurance and
awareness, salary and skills increase,
i and waste and recycling. The results
of the frst of these audits will be

i available in FY16.

i Performance

In FY15, we continued our interna-

tional partnerships with Rangsutra and

Industree 3 in India and the Doi Tung

Development Project @ in Thailand,
i launching three new collections and
i expanding production capacity.

We developed collections with two

¢ local partnerships in Denmark and the
{ USA. Learn more about our partner-

© ship with the US-based Multicultural

i Refugee Coalition (MRC) and their

i subsidiary Open Arms here &. We also
continued a partnership with Yalla

i Trappan in Sweden, and formed a

i partnership in Indonesia with APIKRI

i (The Indonesian People’s Handicraft

i Foundation) with the aim of developing
i alocal handicraft collection.

In FY16, we will launch at least

three further collections from our
¢ international partners, including one
i from Thailand and two from India.
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INVERKAN with Doi Tung Devlopment Project, Thailand (21 stores in
3 countries)

This is the fourth collection from our partnership with the Doi Tung
Development Project, which aims to enable the tribal villages in Chiang
Rai to develop a self-sustained livelihood away from opium production. The

Project employs 1,700 people, including 470 artisans working with handicrafts.

Its social mission is to revive lost natural forests and to improve healthcare
and education in the community.

= -
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VIBRERA with Place de Bleu Denmark (1 local store)
Place de Bleu supports immigrant women who are struggling to enter the
labour market in Denmark. The women sew, knit and crochet handmade

textiles, including our VIBRERA collection of 2,000 hand-sewn pillow and
cushions — made from recovered IKEA materials.

;\\\ ..-
A1 =
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STADIGT AND KRYDDGLAD with Rangsutra / Industree Producer Transform, India (31 stores in 5 countries)

Rangsutra gathers together thousands of artisans into production cooperatives near their homes in remote
regions of Rajasthan and Uttar Pradesh. Many women in the world’s poorest communities struggle to maintain
independence, and live with uncertainty about what the future holds for their families. We partner with social
enterprises like Rangsutra to offer new business opportunities and independence to these women.

COLLECTIONS LAUNCHED IN
FY15: 5

TOTAL COLLECTIONS
LAUNCHED SINCE FY13: 9

NUMBER OF ARTISANS
INVOLVED IN FY15: MORE
THAN 2,000

Open Arms is breaking the cycle of poverty by providing refugee women with
living wage work through the manufacturing of textiles. Open Arms works with
the Multicultural Refugee Coalition to provide sewing training and a variety of
other social, community and educational support for refugee community.
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LASTING CHANGES FOR
COMMUNITIES

B A e s A AT Ty eE]

We are part of a global community,
and we want to empower people to
create better lives for themselves,
whoever and wherever they are.

Many diverse economic, environ-
mental and social pressures can make
it diffcult for families and communi-
ties to lift themselves from poverty.
Our efforts to enable positive change
become even more important as
climate change magnifes these chal-
lenges — contributing to conficts,
altering living conditions and further
limiting access to already precious
resources. The IKEA Foundation is the
philanthropic arm of Stichting INGKA
Foundation, the owner of the IKEA

Group. It supports projects in some of
the world’s poorest and most vulner-
able communities, with a particular
focus on children and their families.
Locally, we want our stores and
other facilities truly to be part of their
community by contributing time,
resources and expertise in whatever

i way is most useful. We encourage

our co-workers and customers to
get involved in creating change,
often through partnerships with
local organisations.

Read more about our wider
contributions to socio-economic
development on page 86 3.

PEOPLE & PLANET
POSITIVE TARGETS

Engage customers and co-workers in annual cam-
paigns for good causes to improve children’s lives
in some of the world’s poorest communities. Each
campaign will aim to raise EUR 15 million a year.

STATUS

PERFORMANCE IN FY15

As a result of the Brighter Lives for Refugees
campaign, the IKEA Foundation donated

EUR 10.8 million for UNHCR. And the Soft Toys for
Education campaign generated EUR 10.1 million.t

By August 2020, more than 500 co-workers from
around the world will have participated in IKEA
Foundation IWitness trips by visiting schools and
communities that are supported by IKEA’'s annual
good cause campaigns.

Since 2012, more than 300 co-workers from 33
countries have been on 46 IWitness trips across
the globe.

All IKEA Group units will engage in local community
activities in line with People & Planet Positive,
based on local needs assessment and co-worker
engagement.

We created a cross-organisational working group to

look at how we work with local communities, with
the aim of developing a consistent approach and
enabling us to better assess impacts.

IKEA FOUNDATION TARGETS?

By June 2015, the IKEA Foundation will implement
programme(s) to promote children’s rights, fght
child labour and create opportunities for families
living in cotton supply chain communities in India
and Pakistan, and leather supply chain communities
in Brazil.

STATUS

PERFORMANCE IN FY15

Expansion of the Child Protection Programme with
Save the Children in Pakistan will support as many
as 1.5 million Pakistani children living in cotton

growing communities. New partnership with Forest
Trends started working with children and families liv-
ing near leather supply chain areas of the Amazon.

By December 2015, the IKEA Foundation will develop
programmes to help families and communities
secure access to safe water in water stressed areas
of India and Indonesia.

Partnership with Water.org fnalised in 2015.
Programme activities will start in early 2016.

By 2015, the IKEA Foundation aims to have launched
a programme to help women in India develop the
skills they need to improve their income and succeed
in India’s changing economy.

Partnership with UNDP launched in October 2015.

By end of 2020, the IKEA Foundation will contribute
EUR 400 million to support families and communities
who are most impacted by climate change.

Committed EUR 400 million through 2020.

1 Figures for the Soft toys for Education campaign are from November
and December 2014, fgures for the Brighter lives for refugees campaign
are from February and March 2015.

2 IKEA Foundation targets from the People & Planet Positive strategy
have been updated to refect evolving focus and ambitions.

. Achieved

' Ongoing Not achieved
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THE IKEA FOUNDATION

The IKEA Foundation is the philan-
thropic arm of Stichting INGKA
Foundation, the owner of the IKEA
Group. It aims to improve opportuni-
ties for children and youth in some
of the world’s poorest communities
by funding holistic, long-term pro-
grammes that can create substantial,
lasting change. The IKEA Foundation
works with strong strategic partners
applying innovative approaches to
achieve large-scale results in four
fundamental areas of a child’s life:

a place to call home; a healthy start
in life; a quality education; and a
sustainable family income. Learn

more at www.ikeafoundation.org @ and
www.facebook.com/IKEAfoundation 3.

In 2015, the IKEA Foundation:

= Donated funds to 45 organisations
globally?

e Supported 178 million children since
2009

* Celebrated 15 years of working in
India

+ Added a new focus on climate
change with a commitment of
EUR 400 million through 2020 to
support communities most affected.
During FY15 the IKEA Group made

: of the Better Shelter unit. This began
i as a partnership with the United

a commitment of EUR 600 million

for investments in renewable energy,
combining to a total commitment of

EUR 1 billion for action on climate
change. Read more here @ and
on page 9 3.

Innovating together

The IKEA Foundation and its partners
value innovation to create better op-
portunities for children and families.
This enables each project to reach
as many people as possible and
creates sustainable change with
limited resources.

A good example is the development

Nations High Commissioner for

Refugees (UNHCR) and the Refugee

Housing Unit, with the aim of

i developing a safer, more durable
emergency shelter for refugee

i families. Following the testing of
around 50 prototype shelters in
2014, the lightweight fat-pack shelter

is now a commercial product.
This collaborative effort, combining

technical innovation with Democratic

Design ideas (see page 32 OQ), led

{ toa practical and affordable shelter
that provides safety, dignity and

¢ comfort for displaced families.

i Read more here 3.

In June 2015, the IKEA Founda-

i tion’s partner, Médecins Sans Fron- ;
i tieres (MSF), ordered 50 Better Shelter |
i units to use as temporary healthcare |
i facilities following the devastating

i earthquake in Nepal. The shelters

i enabled MSF to provide survivors with
! basic primary healthcare until more
permanent buildings could be con-

i structed. The IKEA Foundation also

i gave UNICEF EUR 3 million and Save

i the Children EUR 100,000 to fund life-
i saving support for the many children
affected by the tragic earthquake.

New and continuing projects

Here are some of the ways the IKEA

Foundation enabled children to build a
better future in 2015:

e Sales of LED light bulbs in our

stores during February and March
2015 generated EUR 10.8 million
for UNHCR through the IKEA
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Foundation’s Brighter Lives for
Refugees campaign 3. These
funds will enhance the lives

of 380,000 refugees in
Bangladesh, Chad, Ethiopia
and Jordan by providing solar
street lights, solar lanterns and
other renewable energy solutions,
as well as education.

e Leather is used in some IKEA prod-
ucts. The IKEA Foundation’s partner-
ship with Forest Trends contributed
to a better future for children in
leather supply chain communities
in the Amazon 3, by enabling more
sustainable incomes and preserving
cultural traditions within the Surui
and Yawanawa tribes.

= Cotton is one of the main materials
used in IKEA products. Expansion
of the IKEA Foundation’s Child
Protection Programme with Save
the Children in Pakistan will
support as many as 1.5 million
Pakistani children living in the
cotton growing communities by
providing better access to education,
local child protection committees
and healthcare.

1Data from the IKEA Foundation applies to

the calendar year from 1 January 2015 to

31 December 2015. Figures below are correct
as at 11 November 2015.

2The IKEA Foundation annual review, due to be
published in March 2016, will include the total
amount donated to these organisations.

More on our leather supply
chain on page 30 &.

More on our cotton supply
chain on page 28 3.



http://www.ikeafoundation.org/1-billion-for-climate-action/
http://www.ikeafoundation.org/better-shelter/
http://www.ikeafoundation.org/programmes/brighter-lives/
http://www.ikeafoundation.org/programmes/brighter-lives/
http://www.ikeafoundation.org/children-in-the-amazon/

SOFT TOYS FOR EDUCATION

Our Soft Toys for Education cam-
paign started in 2003. The idea was
simple: the IKEA Foundation would
donate EUR 1 for every soft toy sold
in participating IKEA stores during
November and December each year,
for Save the Children and UNICEF to

build children’s educational projects.
Since then, the campaign has

raised EUR 77 million, supporting 99

projects in 46 countries. Most impor-

tantly, these projects have reached

more than 11 million children.?
Projects have included setting

up 40 community early-childhood
development centres in China, pro-
viding educational support for care-
givers and children with disabilities in
Indonesia, developing community-
based child-protection systems in
Myanmar (Burma) and providing

i pre-recorded lessons and radios to
families impacted by the Ebola virus

i in Sierra Leone. Read more about the
i campaign here 3.

The Soft Toys for Education

: campaign has been successful, but
i we think we can do even more to

i engage co-workers, customers and

partners on children’s rights. Next

year, we will broaden our focus be-
i yond the soft toys campaign so that
i we can have an even bigger impact.

i 1lIncludes data up to IKEA Group FY15 (November
i and December 2014)
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IWITNESS

What difference does the sale of a
single light bulb make? Can a soft toy
change lives? The IWitness pro-
gramme enables co-workers from
around the world to learn about the
wider impacts of their everyday work.
Each year, co-workers are given
the opportunity to visit projects run
by Save the Children, UNHCR and
UNICEF, supported by the IKEA
Foundation through the Brighter
Lives for Refugees and Soft Toys
for Education campaigns.

Co-workers get to see frst-hand

what a difference this funding makes
in the lives of children in some of the
world’s poorest communities.

Since 2012, more than 300 co-
workers from 33 countries have been
on 46 IWitness trips across the globe.
They have visited countries from
Angola to Vietham. We are proud of
the difference IWitness has made —
not just to the communities visited
by our co-workers, but also to the
co-workers themselves. Many of them
return from their experiences feeling

i even more of a difference at home.

© These trips enable co-workers to

i connect the work they do with the
work of the IKEA Foundation, and we

hope it makes them proud to be part

of the campaigns.

Our goal is for more than 500

co-workers from around the world to

have participated in IKEA Foundation
IWitness trips by August 2020.
Read more here @, and watch the

: video B of our co-workers talking
i about their experiences.
emotional, inspired and ready to make

ELAINE CHAN, HONG KONG
Visiting China, September 2012

| Epee T
| ERERS

TATIANA MARRA, ITALY
Visiting Bangladesh, May 2014

“With our support, children not
only get essential stationery,
desks and a nice campus, but
also fnd the confdence to build
their future, bringing hope to their
families”

SATU LANTINEN, FINLAND
Visiting Mozambique, June 2015

“...the most inspiring parts of our
journey were the meetings with
children. A chance to participate
in their games and activities and
IWitness many joyful and some-
times shy performances. This
journey will surely stay in our
memories for a long time.”

“Leaving this area is diffcult. We
met people who have touched the
heart. The last call through the car

window is the demand from a kid:

‘Do not forget us’.

PEDRO LUKAU, AUSTRIA

Returning home to Angola,

September 2014

“Seeing the positive changes

is priceless. The IWitness pro-
gramme has left a very big
impression on me. This trip has
changed my life.”
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CUSTOMER AND CO-WORKER INVOLVEMENT WITH LOCAL COMMUNITIES

Our stores, distribution centres and
factories are proud to be part of their
local communities. They provide
jobs, goods and services, and work
to make positive contributions to the
local economy and environment. We
encourage customers and co-workers

to work together to enable better lives

for their local communities. We know
from experience that even the small-

est changes can make a big difference.

Performance

In FY15, we created a working group
to look at how we can improve and
measure our contributions to commu-
nities around the world. The group is
developing a structured approach and
identifying the best ways to assess
the impacts of our many community
activities. We hope this will enable us

to share good examples and contribute

more to the vitality of community life.

Here are some examples of local and
regional community engagement ac-
tivities in FY15:

e Netherlands. Our IKEA Baren-
drecht store donated EUR 1 from
every children’s meal sold in FY15
to two local hospitals. This funded
a kitchen to provide healthy food to
bedridden children and a house for
families visiting their children with
cancer.

e Slovakia. IKEA Industry Jasna
participated in several community
projects in FY15. These included
educating kindergarten children
about the environment, providing
furniture to Red Cross crisis centres
and supporting the reconstruction
of a wheelchair-accessible park for a
local school.

e Switzerland. IKEA Switzerland
partnered with Carrefour-Rue, do-
nating furniture and design expertise

to provide nine temporary houses
for homeless people in Geneva. A
second partnership with Kinderspital
Zurich saw CHF 200,000 and the
efforts of 100 co-workers contribute
to the renovation and redecoration
of the parents’ house — an impor-
tant place for parents of seriously ill
children to rest close to the hospital.
USA. Our distribution centre in
Savannah, Georgia began a part-
nership with non-proft organisa-
tion Emergent Structures in FY12,
sharing a vision for a community
greenhouse made from recycled
materials. Their aim was to support
sustainable farming practices in a
low income neighbourhood, provid-
ing fresh organic produce free of
charge to residents with limited ac-
cess to nutritious groceries. In FY15,
co-workers were involved in putting
the Tnishing touches to the “Dug-
House”, including installing solar
panels and a rainwater catchment
system.

Vietnam. In January 2015, co-work-
ers joined with the Lien Tam char-
ity group and supplier partners to
distribute packages containing food
and other useful items to prepare
for TEt — Vietnamese New Year. They
delivered 350 packages for house-
holds and 150 for children, brighten-
ing the celebrations for families that
could not otherwise have afforded to
join in. Later in the year, co-workers
contributed to the improvement of
educational facilities at schools in
Vietnam and Indonesia by renovat-
ing classrooms and providing new
equipment.
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GOVERNANCE
AND ETHICS

Sustainability is one of the
cornerstones of our business
strategy, and we want it to be
integral to the daily work of all our
co-workers. This will help to create
a more sustainable business,
enabling us to achieve our vision of
a better everyday life for the many
people. There are many things we
cannot do alone, so we partner with
others to increase the impact that
we can have.

BRERERREN



IKEA GROUP OF COMPANIES

The IKEA Group of companies
(INGKA Holding B.V. and its con-
trolled entities) has an ownership
structure that ensures independ-
ence and a long-term approach.
Stichting INGKA Foundation in
the Netherlands is our owner, and
its funds can be used in only two
ways: it can be reinvested in the
IKEA Group or donated for charita-
ble purposes through the Stichting
IKEA Foundation.

INGKA Holding B.V. is the
parent company of the IKEA

i Group, located in Leiden, the

i Netherlands. As per 31 August
2015, its Supervisory Board

i consists of: Lars-Johan Jarnheimer
(Chairman), Stina Honkamaa

i Bergfors, Tore Bertilsson, Luisa

i Delgado, Jonas Kamprad, Géran

{ Lindahl, and Lone Fgnss Schrgder.

Ingvar Kamprad, the founder of
IKEA, is senior advisor to the

i Supervisory Board. The IKEA
Group is led by its President and

i CEO, Peter Agnefjall, together with
i the Group Management team.

Stichting INGKA Foundation
Owner of the IKEA Group

The IKEA Group

(INGKA Holding B.V. and its controlled entities)

PRODUCTION
43
Production Units

20,500
Co-workers

Trading Service Offces

RANGE &
SUPPLY

9,500 328
Products e

The IKEA Group operates

throughout the whole value chain
from range strategy and product
i development to production,
. distribution and retail. This

includes our own manufacturing
units, purchasing operations

i offces, distribution and customer
i distribution centres, shopping

i centres and 328 stores in 28

i countries. In total, the IKEA
Group has operations in 43

i countries.

Charity
Stichting IKEA Foundation

ement of fnancial assets
ing IMAS Foundation

Chairman of the supervisory board: Lars-Johan Jarnheimer

RETAIL &
EXPANSION

IKEA Group Stores
116,500

Co-workers

Customer Distribution
Centres

Distribution Centres

18,000

Co-workers

President and CEO: Peter Agnefjall

GROUP FUNCTIONS

Business Navigation & Finance < Property

Corporate Communications « HR
Legal & Governance = Sustainability
Risk Management & Compliance
Strategy, Process, Organisation & IT

CENTRES
Shopping centres

ASSET MANAGEMENT

Financial & Core related assets

THE IKEA GROUP
OPERATES STORES UNDER
FRANCHISE AGREEMENTS

The IKEA Group is one of 13 franchisees,
operating IKEA stores under franchise agree-
ments with Inter IKEA Systems B.V., the owner
of the IKEA Concept and the worldwide IKEA
franchisor. Inter IKEA Systems B.V. is based in
the Netherlands and owned by the Inter IKEA
Group. Inter IKEA Group and IKEA Group are
two separate groups of companies with differ-
ent management and different owners.

All IKEA franchisees — also IKEA franchisees
that do not belong to the IKEA Group — pay a
3% franchise fee to Inter IKEA Systems B.V.
The franchise fee gives us, as an IKEA retailer,
the right to operate stores under the IKEA
Concept and IKEA brand. It grants access to
systems, methods and proven solutions as well
as staff trainings, manuals and updates of the
IKEA concept such as store layouts, fttings and
display concepts.




SUSTAINABILITY GOVERNANCE AND MANAGEMENT

Sustainability is central to everything
we do. It is one of the four corner-
stones of the IKEA Group direction,
‘Growing IKEA Together’, and critical
to our success. Each business plan for

every IKEA business unit specifes how

it will contribute to our sustainability
objectives.

Our Chief Sustainability Offcer,
Steve Howard, has overall respon-
sibility for performance against the
sustainability commitments within
Growing IKEA Together and the
People & Planet Positive strategy.

Steve is a member of Group
Management and reports directly
to the Group President and CEO,
Peter Agnefjall.

All co-workers are responsible for
sustainability in their area of work.
Hundreds of people across IKEA have

social and environmental objectives as

part of their formal job description.
Each business unit and country retail
organisation has a sustainability
organisation, and the larger busi-
ness units have their own dedicated
sustainability team and sustainability
managers, some of whom are also
members of the management teams
of those organisations. They are sup-
ported by the central Group Sustain-
ability team, which reports to Steve
Howard and focuses on sustainability
policy and compliance, reporting, and
communications and innovation.

The Sustainability Management
Group, chaired by Steve, brings
together sustainability managers
from the main business areas — Retail
and Expansion, Range and Supply
and IKEA Industry — as well as the
Heads of Sustainability Policy and

Compliance, Sustainability Communi-
cation and Sustainability Innovation.
The group helps to co-ordinate efforts
and make key decisions on sustainability.
Progress against our sustainability ob-
jectives is reported to Group Manage-
ment and the Board of Directors every
three months.

Risks or concerns relating to
sustainability are fagged by Group
Sustainability to the IKEA Group Risk
Committee. The committee includes
three members of Group Management,
and meets around four times a year.
The most serious risks are commu-
nicated to Group Sustainability and
the IKEA organisations concerned for
further action if needed.

WORKING WITH OTHERS

We can achieve much more when
we join with others. We partner with
governments, industry organisations,

NGOs and trade unions across our sus-

tainability focus areas, to strengthen
our efforts and increase our positive
impact on people and the planet.
Our partnerships stretch across our
value chain — from sourcing, to pro-
duction, stores and even customers’
homes.

Read more about our key partner-
ships in the relevant sections of this
report, listed to the right.

The IKEA Foundation’s partnerships 3
with UNICEF, War Child, Médecins
Sans Frontiéres and others focus on
improving the lives of children and
refugees in some of the world’s
poorest communities.

LEARNING FROM STAKEHOLDERS

We learn a lot from working with

our partners and listening to our
stakeholders. We regularly invite our
customers, suppliers, NGOs and other
stakeholders to give feedback on

our sustainability performance and
direction. Using their advice we can
develop our strategy and improve

the way we work.

Our dedicated Advisory Group,
established in FY13, has provided
valuable input to help us develop
and strengthen our People & Planet
Positive strategy over the years. The
Advisory Group did not meet in FY15,
as the planned meeting was delayed.
We plan to engage them during FY16
and will report on the outcomes in our
next Sustainability Report.

In FY15, we have focused on de-
veloping a more strategic engagement
strategy. We are conducting a mapping
exercise to ensure that we have identi-
fed the organisations and individuals
most critical to our focus areas. We
anticipate that by taking a more sys-
tematic approach, we can have a much
greater impact in the areas that mat-
ter most to us and our stakeholders.

ENGAGING CO-WORKERS AND
CUSTOMERS

and responsibility to inspire our 771
million visitors to our stores and 1.9
billion visitors to IKEA.com to live a

more sustainable life at home and cre-
ate a better future for people and the
planet. To read more see page 20 3.

All 155,000 of our co-workers play
an important role in achieving our
sustainability goals. We run regular
engagement campaigns and commu-
nications to engage them in sustain-
ability. To fnd out more see page 203
and page 53 3.

We also have a great opportunity

Circular
economy

Climate
change

Fair wages

Migrant
workers

Responsible
sourcing

Ellen MacArthur Foundation CE100 — a global platform
of companies and innovators aimed at accelerating the
transition to the circular economy.

We Mean Business — a coalition of organisations that
brings together businesses, organisations and investors
to accelerate action on climate change.

RE100 — an international initiative to support companies
aiming to be 100% renewable.

Fair Wage Network — an NGO committed to promoting fair
wage practices in companies’ own operations and in their
supply chain.

NEW: International Organization for Migration (IOM) — an
inter-governmental organisation that works with migrants,
governments and businesses to respond to growing
migration challenges.

Forest Stewardship Council (FSC) — a multi-stakeholder
initiative that aims to promote the responsible manage-
ment of the world’s forests.

World Wide Fund for Nature (WWF) — an international NGO.

We focus our work together on transforming the market
for cotton and wood to more sustainable sources.

Better Cotton Initiative (BCI) — a multi-stakeholder
initiative that aims to improve global standards in
cotton production.

Aquaculture Stewardship Council (ASC) and Marine Stew-
ardship Council (MSC) — leading organisations that provide
certifcation for the sustainability of aquaculture and sea-
food, respectively, and drive the sustainability agenda.

NEW: United Nations Food and Agriculture Organization
(FAO) — an international organisation that leads efforts
to defeat hunger. Our work will focus on eliminating the
barriers to sustainable forest certifcation, promoting
sustainable forest management and improving everyday
life for people in rural areas.

NEW: VIA (Value and Impact Analysis) Initiative — a
new collaboration coordinated by the ISEAL Alliance to
promote the benefts of using legal, responsibly sourced
and sustainable timber, and establishing the role of FSC
in securing this.
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BUSINESS ETHICS

Honesty, respect, integrity and fair-
ness are core to our way of working.
We work hard to ensure co-workers
across the company feel this culture
and understand the way we do busi-
ness. We lead by example to help co-
workers understand and comply with
our Code of Conduct, ‘Good Business

with Common Sense’. We have a zero-

tolerance policy for corruption, alcohol
and drug abuse, and harassment.

It is important to us that all our
co-workers act in line with our values.
We provide clear guidance to manag-
ers and co-workers on how to handle
cases of suspected misconduct. Risk

managers conduct regular risk assess-

ments on co-worker misconduct at
regional and country level. We inves-
tigate all suspected policy breaches
promptly and thoroughly. In FY15, we

updated the IKEA Group Rule of Inves-

tigation to enhance consistency and

accountability in our internal investiga-

tions into misconduct.

We always strive to communicate
in an open and honest way and we
encourage co-workers to raise any
concerns about misconduct. Anyone
reporting a concern in good faith will
be treated with respect and fairness.

Co-workers can raise concerns
confdentially by phone or online

through our trust line — now open 24/7
and available in local languages across |

43 countries. Trust line managers
evaluate all concerns and escalate to
HR or Risk managers where appropri-
ate. In FY15 we rolled out the trust
line in France and Germany as well as
in IKEA Centres, our global shopping
centre company. We are also explor-
ing the potential to make it available

to third parties, such as suppliers and
shopping centre tenants.

ANTI-CORRUPTION

Corruption of any kind conficts with
our goal of achieving low prices and
contributing positively to the com-
munities where we operate. Inspired
by the UN Global Compact guidance,
we assessed risks of corruption across
our business in FY15. This helped us
identify and prioritise high-risk areas,
and we are reviewing our internal anti-
corruption policy and standard as a re-
sult of the fndings. We will complete a
more extensive risk-mapping exercise
in FY16, which will also include IKEA
Centres.

No one acting on behalf of the
IKEA Group may accept or offer
bribes, kickbacks or loans, or engage
in any other corrupt practices. Our
Code of Conduct and detailed Rules
on Prevention of Corruption outline
our expectations of co-workers and
suppliers, and explain what to do if
corruption or misconduct is suspected.
To ensure co-workers understand the
importance of this issue, we hold Code
of Conduct training for all co-workers,
which includes a focus on anti-corrup-
tion. Range & Supply, our purchas-
ing operations, are considered more
exposed to corruption risks. We have
therefore launched a learning offer on
business ethics for a specifc group of
co-workers working in this area.

In FY15, the trust line received
18 reported incidents of crime or
corruption, 13 were investigated, and
of these, 8 were allegations relating
to corruption. Those not investigated

were considered out of scope as they
did not involve IKEA co-workers, or
there was insuffcient information
available.

TAXES

We are committed to managing
our operations in a responsible
and sustainable way. Wherever the
IKEA Group is present with stores,

distribution, manufacturing or any
i other business, we pay our taxes in
full compliance with national and

¢ international tax rules and regulations.

: Corporate income tax increased
to EUR 822 million, with an effective
corporate income tax rate of 18.9%

{ (19.3% in FY14). Local and other
taxes, such as property, business and
i environmental taxes together with

: custom duties, totalled EUR 700 million.

In FY15, our total tax charge was more

than EUR 1.5 billion. We also collected
substantial taxes on behalf of
governments, such as VAT and

i employee taxes.

By growing our business we create

i jobs, both within the IKEA Group and

i among our suppliers and partners,

i which contributes to the local economy
by generating tax incomes.

FY11-FY15 TAX

Over the last fve years (FY11-FY15), corporate income tax
and other taxes amounted to approximately EUR 7.2 billion.

Millions of Euros
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PUBLIC POLICY AND ADVOCACY

By sharing what we do, and taking
clear positions on the issues that mat-

ter most, we can contribute to positive

change in society. That is why we en-

gage in public policy debates and work

with governments, NGOs and other

businesses to tackle big issues that af-

fect business and communities.
In FY15, we rolled out our Corpo-
rate Communication and Public Affairs

Strategic Plan. The plan will streamline

our public policy and advocacy activi-
ties. The four key areas of action are:

1. Our contribution to investments and

growth in society. We explain how
our growth, expansion and invest-

ment plans bring value to society at

large and environmental solutions.
2. Product market requirements. We

are working on product safety,

standardisation, chemical require-

ments, labelling and communication

for consumers, and healthy, safe
and sustainable food.

STEFAN SJOSTRAND, Country Retail
Manager of IKEA Canada, speaking at
the Climate Summit of the Americas in

July 2015

:

3. People & Planet Positive. We ad-
vocate for change in society that
benefts people and the planet,
including policies that tackle climate
change and unlock the business
innovation and investment needed
to accelerate the transition to a
low-carbon economy.

4. IKEA as a great place to work.
We will show what we do as a
responsible employer while also
responding to customers’ expecta-
tions and needs. We will strive for
co-worker relations that refect our
values, with equality and human
rights as top priorities.

We are implementing this plan across
the countries where we operate, to
ensure public policy and advocacy
activities are implemented in a way
that is relevant to the local market
and situation. In FY15, the plan was
piloted in eight markets: China,
France, Germany, India, Poland,

Russia, Sweden, and the USA. Their
engagement efforts helped to secure
some important achievements:

= IKEA France played a key role in
the lead up to the COP21 meet-
ing in Paris in December 2015. The
IKEA France Country Manager met
with the French President, Francgois
Hollande to discuss our position on
climate policy.

< The IKEA USA Country Manager met
with members of Congress to build
relationships and discuss key topics
such as the minimum wage, renew-
able energy and our growth across
the USA.

« IKEA China is supporting RE100, a
group of companies committed to
going all-in on renewable energy
campaign, as it seeks to identify
ways to scale up renewable energy
in China. This shows our commit-
ment to renewable energy and
enables us to have a dialogue with
policy makers and specialists.

. ADvocAcY

During FY15, we engaged with local,
national and regional governments
on a number of sustainability issues.
Our main public policy activities on
sustainability were:

Climate change. Strong policies are
critical to create the stable, long-term
framework needed for businesses to
invest in transforming their opera-
tions and providing the products and
services for the future. World leaders
gathered in Paris in December 2015
to agree a way forward on climate
change. In this critical year for climate

action, and beyond, we will be an ac-

i tive voice for a low-carbon economy.

= During the United Nations Frame-
work — Convention on Climate
Change (UNFCCC) in Bonn in June
2015, IKEA Group and the IKEA
Foundation announced a total of
EUR 1 billion for climate action,
made up of EUR 600 million from
IKEA Group for investments in re-
newable energy, and EUR 400 million
from IKEA Foundation to support
the communities most impacted by
climate change. See page 9 3.

= Through initiatives like We
Mean Business, RE100 and the
#go0l100percent campaign we are
working to inspire and encourage
other organisations and millions of
people globally to take action on
climate change. See page 10 3.

e Our Chief Sustainability Offcer,
Steve Howard, discussed the
European Council’s Energy Union
strategy with seven European heads
of state at a meeting hosted by the
Prime Minister of Denmark, Helle
Thorning-Schmidt. Steve also repre-
sented IKEA at Climate Week in New
York in September 2015, following
the success of Climate Week in 2014
when both Steve and our CEO, Peter
Agnefjall represented IKEA at the
People’s Climate March in New York.

= We led discussions on the business
case for renewable energy at the
World Future Energy Summit (WFES)
in Abu Dhabi, alongside other busi-
nesses and organisations that are
members of RE100. And we continue
to contribute to discussions with the
European Commission on EU 2030
energy and climate targets.

More on our approach to tackling

climate change on pages 9-10 3.

Forestry. By 2020, 100% of the

i wood we source will be from more
i sustainable sources. We want to

have an impact beyond our own

supply chain, and so we advocate for
i effective legislation that conserves the
i world’s forests and prevents illegal

logging. We work closely with NGOs,

governments and other businesses
i globally to achieve this.

* In FY15 we responded to the public
consultation on the EU Timber
Regulation (EUTR) by relaunching
the Timber Retail Coalition with fel-
low founding members: Kingfsher,
Carrefour and Marks & Spencer.

The coalition advocates for sustain-
able forest management and we

are working together to advocate
with all levels of government in the
EU to ensure that regulation is both
effective and workable. Our Global
Forestry Manager spoke at the Euro-
pean Parliament to share our experi-
ences on implementing the EUTR.

= We contributed to the global forest
debate at the XIV World Forestry
Congress in South Africa, advocating
for responsible forestry and a halt to
illegal logging and deforestation.

= We also work closely with WWF to
Tght illegal logging and boost levels
of FSC certifcation, see page 24 3.

More on our approach to sourcing

¢ wood from more sustainable sources
: on page 25 3.
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Circular economy. The traditional
linear business model of creating
products that eventually become
waste is outdated. We support the
shift to a circular economy, and are
using our infuence and reach to
advocate for change. In FY15, we
responded to public consultations
on the circular economy and the
way waste markets work.

= We met with Members of Cabinet
from the offces of Commissioners
Katainen, Vella and Timmermans, to
feed into the new circular economy
proposal by the European Commis-
sion. The package will be launched
at end of 2015.

= We work with other businesses
through the Circular Economy
100 (CE100) group, and the Ellen
MacArthur Foundation.

= Together with a director from the
European Commission, our Head
of Sustainability for Retail & Expan-
sion is the co-chair of the Retailers’
Environmental Action Programme
(REAP) - an EU multi-stakeholder
initiative exploring sustainable
production and consumption.

More on our work to convert to a
‘Circular IKEA' concept on page 47 3.

In FY15, we wrote to a number of
new European Union Commission-

ers to welcome them and set out our
i approach on key topics, including:

resource effciency and the circular

economy, climate change, energy
effciency and renewable energy, and
i sustainable food. IKEA is also repre-
i sented in the Board of Directors of

Eurocommerce and in the Business

Group of European Retail Round Table

(ERRT) where we try to engage in
policy discussions at early stages.

We continue to encourage the Europe-
i an Commission to develop a compre-

hensive policy on endocrine disrupting

chemicals (EDCs) for all EU states,
which takes into account their poten-
i tial to harm people and wildlife.

We support the UN’s 2030 Development
agenda, “Transforming our world”, and
the 17 Sustainable Development Goals
published in September 2015.

For more on our approach to these goals and progress against them,

see pages 88-91 .

ABOUT OUR REPORTING

This Sustainability Report updates
stakeholders on the progress IKEA is
making in creating positive change for
people and the planet. We are ambi-
tious in our objectives, which means
that we may not always achieve our
goals. We are open about our chal-
lenges and setbacks, as well as our
successes, and listen to feedback to
help us improve. Sometimes we make
mistakes, and when this happens we
are committed to putting things right.
The information in this report,
unless otherwise stated, is for the

fnancial year 2015 (FY15) from 1 Sep-

tember 2014 to 31 August 2015. Data
from the IKEA Foundation applies to

the calendar year from 1 January 2015

to 31 December 2015, unless other-
wise stated.

The information and data in
this report covers all wholly owned
companies in the IKEA Group (see
page 83 ), except for IKEA Cen-
tres, our new global shopping centre
organisation which is excluded due to
lack of internal reporting systems to
gather this information. IKEA Cen-
tres was formed in FY15, to combine
the former Inter IKEA Centre Group
(11CG), lkano Retail Centres and our
existing Russian shopping centres. It
now owns and operates 58 centres
across 13 countries. We are taking
action to be able to include data from

IKEA Centres in future reporting. Data :

for IKEA stores operated by other
retailers outside the IKEA Group is

not reported. Any other exclusions are
stated in the text. In some cases, data

has been estimated and this has been
indicated in the text. Information and
data regarding the IKEA catalogue is

provided by Inter IKEA Systems B.V.
We aim to measure and manage our
impacts across our full value chain. We
use reported data for water use and
carbon emissions in our operations
and tier 1 suppliers, and models and
estimations to assess our full value
chain.

During FY15, we opened 13 new
stores in nine countries. IKEA Industry
began operations in one new factory
in Stalowa Wola, Poland. Data from
these units is included from when they
began operation.

Defining the report’s content

The commitments and targets in our
People & Planet Positive strategy are
based on the most signifcant sustain-
ability issues across our value chain,
and the areas where we can make the
greatest positive difference. The strat-
egy defnes our vision for ensuring
the long-term success of IKEA — how
we are making the company ft for a
sustainable future and how we can
contribute to accelerating that change

in society. See page 8 O.

We seek input to the strategy from

our key stakeholders to ensure that its
i focus and commitments are as close

i to their expectations as possible.

{ The document is designed primar-

¢ ily for our stakeholders who want a

i detailed account of our approach and
performance relating to our sustain-

i ability strategy.

We also produce a summary of our

i key achievements for our co-workers,
i which we make available externally.

This report is an account of our

performance against our People &
Planet Positive strategy. Targets, key

i performance indicators (KPIs) and

i content relate to this strategy. When

i additional information is necessary to
give a full account of our sustainability
i performance or to meet the needs of

i our stakeholders, we include content

i and KPlIs relating to other strategies
such as the IKEA People Strategy.
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GRI, THE UN GLOBAL COMPACT AND
THE SUSTAINABLE DEVELOPMENT GOALS

Global Reporting Initiative (GRI)

We use the Global Reporting Initia-
tive (GRI) guidelines on sustainability
reporting to inform our reporting. We
welcome the GRI's G4 focus on mate-
riality and reporting of impacts across
the value chain. We align with this
approach by focusing our reporting on
our People & Planet Positive strategy,
which covers our material impacts
across the value chain.

United Nations
Global Compact (UNGC)

We are a signatory to the United
Nations Global Compact, a set of

10 principles in the areas of human
rights, labour, environment and anti-
corruption. The UN Global Compact
Reference Table (right) shows where
we report our progress regarding the
10 principles.

United Nations Sustainable
Development Goals

In September 2015, the United Nations :
launched the Sustainable Development |
Goals (SDGs) @ as part of Transform-
ing Our World — the 2030 Agenda for
Sustainable Development. These goals |
build on the Millennium Development
Goals.

We will work with the SDGs to
assess our approach and progress
towards creating a positive impact for
people and the planet. See the table
on page 89 O for examples of the

different ways we are already contrib-
uting, based on our People & Planet
Positive strategy.

SIMON HENZELL-THOMAS
Stakeholder Engagement &

Partnerships Manager, IKEA Group

“We welcome the SDGs as a
tool for encouraging progress
towards a more sustainable and
equal world. All parts of society
have a role to play in contributing
to their success, including busi-
ness. IKEA can do a lot through
its own actions, and we have a
great opportunity to inspire
others to act, including our
suppliers, co-workers and
customers.”

UNITED NATIONS GLOBAL COMPACT (UNGC) PRINCIPLES LOCATION IN FY15 REPORT

Human rights

Principle 1

Principle 2

Labour

Principle 3

Principle 4

Principle 5

Principle 6

Environment

Principle 7

Principle 8

Principle 9

Businesses should support and respect the
protection of internationally proclaimed human
rights; and

make sure that they are not complicit in human
rights abuses.

Businesses should uphold the freedom of
association and the effective recognition
of the right to collective bargaining;

the elimination of all forms of forced and
compulsory labour;

the effective abolition of child labour; and

the elimination of discrimination in respect of
employment and occupation.

Businesses should support a precautionary
approach to environmental challenges;

undertake initiatives to promote greater
environmental responsibility; and

encourage the development and diffusion of
environmentally friendly technologies.

Anti-corruption

Principle 10

Businesses should work against corruption in all
its forms, including extortion and bribery.

Supporting human rights, page 70 »

Supporting human rights, page 70 »

Better lives for workers in our supply chain, page 60 »

Better lives for our co-workers, page 53 »

Better lives for workers in our supply chain, page 60 »

Supporting human rights, page 70 »

Supporting human rights, page 70 »

Better lives for workers in our supply chain, page 60 »

Responsible sourcing, page 23 »
Supporting human rights, page 70 »

Better lives for workers in our supply chain, page 60 »

Better lives for our co-workers, page 53 »

Better lives for our co-workers, page 53 »
Supporting human rights, page 70 »

Better lives for workers in our supply chain, page 60 »

Resource and energy independence, page 22 »

A more sustainable life at home, page 11 »
Resource and energy independence, page 22 »

A more sustainable life at home, page 11 »
Resource and energy independence, page 22 »

Business ethics, page 85 »
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SUSTAINABLE DEVELOPMENT

GOAL

PEOPLE & PLANET POSITIVE STRATEGY

WHAT IKEA GROUP AND IKEA FOUNDATION ARE DOING

NO
POVERTY

i

6000
HEALTH

N

QUALITY
EDUCATION
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End poverty in all its
forms everywhere

End hunger, achieve
food security and
improved nutrition and
promote sustainable
agriculture

Ensure healthy
lives and promote
well-being for all at
all ages

Ensure inclusive

and equitable quality
education and promote
lifelong learning
opportunities for all

Achieve gender
equality and empower
all women and girls

Ensure availability
and sustainable
management of
water and sanitation
for all

Ensure access to
affordable, reliable,
sustainable and
modern energy for all

Qur vision is to create a better everyday life for the many peo-
ple. We are committed to having a positive infuence on people’s
lives across our value chain; supporting positive economic,
social and environmental development, promoting equality and
placing respect for human rights at the centre of what we do.

We aim to enable and encourage a more balanced and healthy
diet, and we strive to source our ingredients from more sustain-
able sources that are better for people and the planet.

We want to inspire and enable our customers to live a more
sustainable and healthy life at home.

We offer our co-workers excellent learning and development
opportunities in their daily work. Our global campaigns for a
good cause, such as Soft Toys for Education, engage customers
and co-workers to improve children’s lives.

We want to create a fairer and more equal society. Starting in
our own operations, our goal is to reach gender balance in key
leadership positions.

We aim to become water positive by promoting water steward-
ship throughout our value chain. We contribute to improved
water management in water stressed areas where we operate,
focusing on both water use and water quality, and improving
access to clean water.

We will become energy independent by being a leader in
renewable energy and improving energy effciency in our
operations. By August 2020, we will produce as much
renewable energy as we consume in our operations.

= Contributing to better lives for people and communities throughout our value chain, page 52 »
= Working with social entrepreneurs to effect social change, page 75 »
= The work of the IKEA Foundation aims to improve opportunities for children and youth in some of

the world’s poorest communities, page 78 »

Responsible sourcing of ingredients for IKEA Food products, and promoting sustainable farming
practices, page 30 »

Offering healthier and more sustainable food products for our customers and co-workers,

page 14 »

Promoting and enabling more sustainable and healthy life at home through our products
and solutions, page 14 »
The IKEA Foundation prioritises giving children a healthy start in life, page 78 »

Launching a new way of working with talent, succession and learning for all co-workers, page 58 »
IKEA Foundation aims to ensure children get a quality education, for example it is expanding

its Child Protection Programme in cotton growing communities with Save the Children,

page 78 »

The IKEA Foundation has donated EUR 77 million since 2003 for 99 children’s education projects
in 46 countries as a result of the annual Soft Toys for Education campaign, page 79 »

Updated the IKEA Group Diversity and Inclusion Approach to guide our leaders in creating a
diverse and inclusive workplace, page 56 »

Supporting more women into leadership positions through the IKEA Women's Open Network
(IWON), page 56 »

Partnering with social enterprises that employ artisans — mostly women who live in rural
areas - and empowering them to develop sustainable incomes, page 75 »

IKEA Foundation supports women’s empowerment programmes, page 77 »

Supporting our suppliers to improve their water management and water treatment practices,
page 49 »

Reducing the amount of water we use in our own operations, page 44 »

Developing products that enable customers to reduce water use, page 18 »

Working with WWF on water projects in India and Pakistan, page 24 »

Invested EUR 1.5 billion in renewable energy since 2009, and committing another EUR 600 million
in 2015 as we aim to generate renewable energy equivalent to all the energy we use, page 9 »
Making residential solar panels affordable for our customers, page 16 »

Improving energy effciency in our own operations, page 38 »
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SUSTAINABLE DEVELOPMENT
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GOAL

Promote sustained,
inclusive and sustain-
able economic growth,
full and productive
employment and
decent work for all

Build resilient infra-
structure, promote
inclusive and sustain-
able industrialization
and foster innovation

Reduce inequality
within and among
countries

Make cities and human
settlements inclusive,
safe, resilient and
sustainable

Ensure sustainable
consumption and
production patterns

PEOPLE & PLANET POSITIVE STRATEGY

We contribute to a better life for the people and communities
across our value chain, from supporting decent work
throughout our supply chain, to being a great place to

work for our own co-workers.

Sustainability drives innovation and transformational change
across our business, from factories and farms, to stores,
customers’ homes and our products’ end of life.

We want to create a more equal world for the people and
communicates our business reaches. And we support
children, vulnerable groups and communities to build a
better everyday life.

We take a lead, together with our customers and others
in society, in re-thinking the nature of future homes and
communities to enable attractive, affordable and
sustainable living.

We strive to make all our home furnishing materials either
renewable, recyclable or recycled. We take a lead in turning
waste into resources. We will develop reverse material fows
for waste material, ensure key parts of our range are easily
recycled, and take a stand for a closed loop society.

WHAT IKEA GROUP AND IKEA FOUNDATION ARE DOING

Employing 155,000 co-workers around the world (page 53 »), and stimulating employment for
millions of people throughout our extended supply chain, page 60 »

Improving environmental and social standards in our supply chain through IWAY, our supplier Code
of Conduct, including respect for human rights and promoting safety and health at work, page 61 »
Assessing wages against the cost of living, making wage increases in our own operations and
extending our approach to suppliers, page 72 »

Improving working conditions for migrant workers and home-based workers, pages 74-75 »
Promoting a diverse and inclusive workplace for all through the IKEA Group Diversity and
Inclusion Approach, IKEA Women’s Open Network, IKEA LGBT project and Diversity &

Inclusion Network, page 56 »

Partnering with social enterprises who employ vulnerable groups, so they can create independent
and sustainable incomes, page 76 »

Working with our suppliers to improve resource and energy effciency, page 48 »

Investing in sustainable technology and innovation throughout our supply chain, page 48 »
Launched a new Masters course in Innovation through Business, Engineering and Design,
in collaboration with Linnaeus University, Sweden, page 58 »

Respecting human rights, including specifc groups in our extended supply chain, such as
migrant workers, home workers and social entrepreneurs, page 70 »

Assessing wages against the cost of living, making wage increases in our own operations and
extending our approach to suppliers, page 72 »

Working to secure children’s rights across our entire value chain, page 72 »

Applying our Democratic Design principles of form, function, quality, sustainability and a low
price to ensure our products are accessible to the many people, page 32 »

Reducing waste, increasing the amount we recycle (page 45 ») and encouraging customers
to recycle through awareness raising and our products and solutions, page 18 »

The IKEA Foundation partnered with UNHCR to develop the Better Shelter unit — a safer, more
durable emergency shelter for refugee families, page 78 »

The IKEA Foundation donated EUR 10.8 million to UNHCR as a result of the Brighter Lives for
Refugees campaign, which will be used to enhance the lives of refugees by providing solar
lighting and education, page 78 »

Using renewable, recycled and recyclable materials in our products, page 33 »
Converting to a circular economy through the ‘Circular IKEA’ concept, page 46 »
Creating products that enable and inspire our customers to live more sustainable lives at
home, page 11 »

See what our Chief Sustainability Offcer, Steve Howard, and the President of the World
Business Council for Sustainable Development, Peter Bakker, have to say about IKEA and
Sustainable Consumption on page 19 »
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SUSTAINABLE DEVELOPMENT
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PARTNERSHIPS
FOR THE GOALS

GOAL

Take urgent action to
combat climate change
and its impacts

Conserve and sustain-
ably use the oceans,
seas and marine re-
sources for sustainable
development

Protect, restore and
promote sustain-

able use of terrestrial
ecosystems, sustain-
ably manage forests,
combat desertifcation,
and halt and reverse
land degradation and
halt biodiversity loss

Promote peaceful and
inclusive societies for
sustainable develop-
ment, provide access
to justice for all and
build effective, ac-
countable and inclusive
institutions at all levels

Strengthen the means
of implementation and
revitalize the global
partnership for sus-
tainable development

PEOPLE & PLANET POSITIVE STRATEGY

We are going all-in to tackle climate change, for example

by committing to produce as much renewable energy as we
consume in our operations by 2020, and switching our entire
lighting range to LED. We are joining with others to take a stand
and call for positive change, and inspiring others, including our
customers, to take action.

We promote sustainable fsheries and aquaculture by sourcing
our fsh and seafood from sustainable and responsible sources.

We take a lead in the responsible sourcing of raw materials.
All of the cotton and 50% of the wood we use now comes
from more sustainable sources.

We want to create a better life for the people and communities
impacted by our business. Through our Code of Conduct and
our supplier Code of Conduct, IWAY, we promote ethical and
sustainable business practices throughout our value chain.

By building collaborations and partnerships with other
companies, suppliers, NGOs and UN bodies, we work towards
becoming people and planet positive and contributing to
change in society.

WHAT IKEA GROUP AND IKEA FOUNDATION ARE DOING

Going all-in to tackle climate change across our value chain, page 9 »

Advocating for strong policies on climate change and supporting the transition to a low-
carbon economy, page 86 »

Improving the sustainability of our operations, for example by producing more renewable
energy and improving energy effciency, page 36 »

Creating products and solutions to enable our customers to live a more sustainable life at
home, page 11 »

Sourcing the fsh and seafood for our restaurants and Swedish Food Markets responsibly,
from ASC or MSC sources, page 31 »

Sourcing our key raw materials, like cotton (page 28 ») and wood (page 25 »), from more
sustainable sources, page 22 »

Using only FSC certifed paper to produce our catalogue - the world’s largest print run ever to
be produced using 100% FSC Mix Credit certifed paper, page 26 »

Supporting human rights (page 70 »), and creating a better everyday life for the many people
and communities across our value chain, page 52 »
Ensuring an ethical approach to the way we do business, through our Code of Conduct, page 85 »

Partnering with organisations to extend our impact beyond our own business across many areas,
from climate change to migrant workers, page 84 »

Partnering with others to take clear positions on the issues that matter most, and advocating for
stronger climate policy, the transition to a low-carbon economy, sustainable forestry, resource
effciency and waste management, page 86 »
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PERFORMANCE AGAINST KPIs

Enabling change

COMMITMENTS GOALS FY14! FY152
Enabling change throughout our business to become people and By August 2017, 95% of IKEA co-workers state that “sustainability is a natural part of the 79% 79%
planet positive. everyday work”.

By August 2017, at least 95% of co-workers view IKEA as a company that takes social and 83% 82%

environmental responsibility.3

By August 2015, 70% of customers view IKEA as a company that takes social and 41% 41%
environmental responsibility.*

A more sustainable life at home

COMMITMENTS GOALS FY14 FY15
Take the lead in developing and promoting products and solutions = By August 2020, achieve more than a fourfold increase in sales from products and solutions EUR 1,015 million EUR 1,311 million
that enable customers to live a more sustainable life at home. inspiring and enabling customers to live a more sustainable life at home.® (58% more than (105% more than
FY13) FY13)
Take a lead in more sustainable food by enabling and encouraging a balanced diet. See page 14 »

Resource and energy independence

COMMITMENTS GOALS FY14 FY15
Strive for resource independence; securing long-term access By August 2017, at least 50% of our wood will come from more sustainable 41% 50%
to sustainable raw materials, ensuring a positive impact on the sources. By August 2020, we aim to source 100% of our wood, paper and

communities where we source and using resources within the cardboard from more sustainable sources.®

limits of the planet.
By August 2015, all cotton used in IKEA products will be sourced from more 76% 100%

sustainable sources” and we will continuously investigate complementary
fbres with improved sustainability performance compared to cotton.

By August 2020, 90% of the total sales value will come from home furnishing 52% 54%
products classifed as more sustainable.®

By August 2015, all our home furnishing materials, including packaging, 98% 98%
will be either made from renewable, recyclable (in at least one market on
an industrial scale) or recycled materials.

1 Results are based on the VOICE survey of 87,644 co-workers. Results are not directly comparable between years as different parts of IKEA and different numbers of people participate.
2 Results are based on the VOICE survey of 112,027 co-workers. Results are not directly comparable between years as different parts of IKEA and different numbers of people participate.
3 Measured through the VOICE question “I am proud of the way IKEA works with sustainability” and Brand Capital.

4 Based on response to the Brand Capital survey.

S A fourfold increase corresponds to sales of approximately EUR 2.6 billion per year, as of FY20 with baseline year FY13.

¢ Defned as FSC-certifed or recycled wood. Once the 2017 more sustainable sources goal has been met, we will re-evaluate this criterion.

7 Include Better Cotton, cotton from farmers working towards Better Cotton Initiative standards, and cotton grown to other regional standards such as e3 Cotton Program in the USA.

& Through the sustainability product scorecard.
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Resource and energy independence

COMMITMENTS

Strive towards energy independence through being a leader
in renewable energy, and becoming more energy effcient
throughout our operations and supply chain.

GOALS FY14

Become 20% more energy effcient in our own operations by August 2015 and Stores: 15.1%

9
30% by August 2020, compared to FY10. Distribution centres: 25%

IKEA Components?®: 25.9%

IKEA Industry Group
Divisions Flatline and Solid
Wood: 17.9%

IKEA Industry Group
Division Board!!: 1.6%

By August 2015, produce renewable energy equivalent to at least 70% of our 42%
energy consumption and by August 2020, on Group level, produce as much
renewable energy as we consume.*

FY15

Stores: 14.6%
Distribution centres: 26.8%
IKEA Components??: 48%

IKEA Industry Group
Divisions Flatline and Solid
Wood: 12.6%

IKEA Industry Group
Division Board®*: 4.7%

53%

Better life for people and communities

COMMITMENTS

Contribute to better lives for workers by supporting decent work

throughout our supply chain.

GOALS FY14

Maintain the social and environmental improvements reached through 98.6%
the 100% IWAY approval of all suppliers of home furnishing and other key
products and services.®

By August 2015, expand the reach of our supplier Code of Conduct by securing = IMS suppliers: 77%
IWAY approval at all local IKEA Food, Indirect Material and Services and retail

. . Retail suppliers: 40%
suppliers within the scope of IWAY.1¢ PP ?

Local IKEA Food
suppliers: 29%

By August 2017, go further into our supply chain by securing compliance to 91%
IWAY Musts?” at all sub-suppliers of critical materials and processes.

FY15

98.9%

IMS suppliers: 100%
IWAY approved (87%),
pending a scheduled audit
or being phased out

Retail: 85%

Food: We are changing the
way we work with food
suppliers, see page 67 »

92%

Develop and implement a transparent and reliable system for the responsible See page 74 »

recruitment of migrant workers at frst tier suppliers in identifed critical areas
by August 2017.

Continuously identify and develop setups for home based workers to improve See page 75 »

working conditions, protect labour rights and prevent child labour. By August
2020, all home based workers are transitioned into improved setups and part
of our handmade development programme.

° Compared to FY10 in relative terms, measured by KWh/m? for retail operations and kWh/m?® purchased goods for trading operations. %12 Baseline year: 2012. *** Baseline year: FY11l. * Own operations relate to distribution centres, stores, offces, IKEA Industry Group
factories. > Suppliers related to Home Furnishing, IKEA Components, Transport & Services, and Global Food. ¢ For the retail operations, the current IWAY focus is on cleaning, home delivery, security and waste management suppliers. IKEA Industry also now has a set of phased
goals for the application of IWAY — see page 69 0. ¥ IWAY Musts are the immediate requirements that IKEA suppliers must meet before a contract can be signed.
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READ THE IKEA
GROUP YEARLY
SUMMARY

Find out what happened at
IKEA in FY15 — get facts,

hear stories and see where
we’re headed in the future.
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Towards a sustainable future
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PEOPLE & IKEA FOUNDATION
PLANET POSITIVE

Visit the People & Planet Positive
section of IKEA.com

Discover what the IKEA Foundation is
doing to improve the lives of children
around the world.

The mark of
responsible forestry

FSC™ N001972

The mark of
responsible forestry

FSC™ C120450
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