Sustainability report
2021

NA-KD




Table of Contents

ABOUT NA-KD
Our story 3
A message from our CEOs 4 On average, a NA-
Our value chain 5 KD pre-loved product
2021 highlights 6 ii‘ﬁ;azr‘e%ﬁ i(]f?hzee’
2021 incidents 7 same product would
Trends 38 have been sold as new.
Our sustainability mission and values 9
NA-KD’s sustainability timeline 10
Our sustainability approach 11

SUSTAINABILITY FRAMEWORK 17
Circularity 19-25

— 5 voices on NA-KD Circle

— NA-KD Circle — our approach to
a circular fashion business

— Designing for circularity

Climate action 26-34
— Reduce climate emissions by 50% by 2030

— Inspire customers towards a more sustainable
wardrobe

ABOUT THIS REPORT:

This is the third time
NA-KD has created a
sustainability report, which
is made annually. The last
report was published in
April 2021. This report is
made according to Global
Reporting Initiative’s

(GRI) Standards “Core”
option and covers the

full year of 2021. The
sustainability report is also
made in accordance with
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Our story

NA-KD launched in January 2016 and is one of
the fastest-growing e-commerce fashion brands
in Europe. Our website had over 220 (250)
million visitors in 2021 and our social media

is one of the fastest-growing, with over four
million followers. The majority of our customers
are young women, and they are our number
one priority. In 2021, we shipped products to
customers in more than 80 (50) countries each
month, and our customers can also find NA-KD’s
products on marketplaces such as Zalando and
ASOS. To get even closer to our customers, we

launched the NA-KD App for iOS devices in 2021.

Our customers seem to like it as it is already
responsible for 20% of our global sales, while
geographical implementation is still ongoing. In
the beginning of 2022, the NA-KD App will also
be available for customer using android devices.

In 2021, NA-KD also launched a new business
model, enabling our customers to seamlessly sell
and buy pre-loved NA-KD products on our site.
This is our biggest sustainability initiative to date,
and you can read more about it in this report. We
also launched Kids by NA-KD and continued to
expand BTY by NA-KD, which was launched late
2020.
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Most of our customers are in Germany,
Scandinavia, and the Netherlands, which are our
biggest markets. Our total net sales in 2021 was
2,299 MSEK (1,871.3 MSEK). The majority of our
sales came from Germany (31%), Netherlands
(12%), Sweden (12%), Denmark (12%), Norway
(8%), and the rest of the world (25%). During
2021, we sold over 12 (9) million products. Our
headquarters are in Gothenburg, Sweden. We
also have offices in Stockholm, Sweden, and a
purchasing office in Istanbul, Turkey. At the end
of 2021, NA-KD had 327 (299) employees.

To create the best and latest fashion for our
customers, we are working together with
independent producers. At the end of 2021,
NA-KD had 199 (191) producing factories, the
majority in China and Turkey. Our warehouse
operations and logistics are key in making sure
the right product is being shipped to the right
customer. We have a new warehouse in Sweden,
which started its operations in August 2020.
We also have a warehouse in the Netherlands
and, since May 2020, a warehouse in Poland
(which handles most of our returns). Due to
Brexit, we also initiated a small third-party
operated warehouse in the UK in June 2021to
handle local returns. All warehouse operations
are outsourced, but with NA-KD supervisors on
all main sites.

NA-KD 2021
iIn numbers
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FTE’s by the end
of the year
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A message from our CEOs

“By 2030, a significant
share of our business
should consist of circular
business models.”

| would like to start to point out some of the
opportunities ahead for NA-KD and the fashion
industry — from both a business and sustainability
perspective. The global apparel market is
projected to grow from 1.5 trillion U.S. dollars in
2020 to about 2.25 trillion dollars by 2025 The
industry is growing fast, and as a digital native
business, we are well-positioned to be a part of
that growth.

The challenge is the supply, both from a business
and from a sustainability perspective. If demo-
graphic and lifestyle development patterns
continue as they are now, global consumption of
apparel will rise from 62 million metric tons in
2019 to 102 million tons in 10 years’ time.? There
is already a shortage of textile fibres in general
today, but even more so when it comes to more
sustainable fibres. There are two main long-term
strategies to solve this. The first is to facilitate the
transition to greener fibre production and the
second (and even more long term) is to develop
new business models that limit our dependence
on virgin materials.

2021 showed how vulnerable the global fashion
supply chain is. Higher prices on diesel, the
Suez Canal traffic jam and container shortages

1) www.statista.com
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all slowed down the whole system and drove up
prices. That in turn made retailers and brands
rush to look for production closer to their market,
which drove up prices and prolonged lead times
even further.

Working more closely with our suppliers is a
way to increase a more resilient supply chain
and it’'s also the way forward when it comes

to sustainable transformation. A large part of
our carbon footprint comes from our suppliers’
energy use. Supporting them in their transition
to green energy is crucial to limiting our climate
impact and reaching our science-based climate
targets by 2030. In order to keep up, we recently
hired a Climate Action Manager. Our ambition

is clear. Our business will grow but we are
determined to decrease our carbon footprint
and become among the top 1% most sustainable
fashion companies in the world. We need
transparency in the industry at large to allow us
to benchmark and validate that.

The parallel and longer-term strategy for
decoupling business growth from our climate
footprint is to limit the need for virgin materials.
In other words, developing circular business
models. Here, our direction is also clear. By
2030, a significant share of our business should
consist of circular business models; a bold

but necessary step that will make us more
sustainable and less vulnerable to supply chain
disruptions. During 2021, we took a decisive
step by beta launching NA-KD Circle. Over
40,000 pre-loved garments were sold through

2) www.worldbank.org/en/news/feature/2019/09/23/costo-moda-medio-ambiente
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this platform, and although that is only a fraction
of the 12 million pieces we sold in total, it is an
important step and we have already learned
important lessons. The first is that integration is
everything — preloved and new products must be
presented side by side. The second is to make
it as effortless as possible to pass on preloved
items. This is a challenge we need to work on.
For now, NA-KD Circle is a costly business — but
we are convinced that what we are witnessing is
a shift in consumer behaviour and that business
models and logistics solutions will mature, and
profitability increase in the coming years.

One last thing | want to address is the culture
and governance of NA-KD. Back in 2020, we
experienced some critique in the media
regarding working conditions at NA-KD.
However, our employee satisfaction has
increased steadily since 2019. The media
attention gave us a reason to take a step
forward. We realised how important it is for a
rapidly growing company to invest in culture and
governance. Therefore, we have grown our HR
department twofold and renewed our internal
code of conduct. Onwards and upwards.

' ‘ Jarno Vanhatapio,
Founder & former CEO

h

NA-KD

“This is a journey which
requires all of us to step
up our game and succeed,
together.”

At NA-KD we have always approached
sustainability with high ambition and dedication
to make a real and tangible impact. We have
made a great start on our sustainability journey,
thanks to our dedicated employees in all
departments working for more sustainable
solutions. Launching NA-KD Circle last year
was an important step for us in our exploration
of innovative circular business models. We will
continue to drive the fashion industry towards
a more sustainable industry together with our
customers, business partners, industry peers and
policy makers.

This is a journey which requires all of us to step
up our game and succeed, together.

Oscar von Konow,

interim CEO, as of April 2022
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Our value chain

RAW MATERIAL
EXTRACTION

Cultivation and extraction of raw
materials from the earth, plants,
or animals. The most commonly
used materials by NA-KD in 2021
were organic and conventional
cotton as well as virgin and
recycled polyester. Recycled
materials are still mainly pre-
consumer waste such as from
excess materials and waste
during the manufacturing stage,
and for polyester it is primarily
recycled plastic bottles and
fishing nets. Our goal is that by
2025, we want to have 50% of
product materials from recycled
materials. In 2021 we increased
this share to 15%, from 3% in
2020.

YARN AND FABRIC
PRODUCTION

Processing of raw materials into
yarn and other intermediate
products. Production and finishing
of materials (e.g. fabric, trims) that
go directly into finished product.
We have set out on a mission

to increase traceability and
transparency in our value chain,
knowing that this is also where
we have the greatest impacts on
the environment. Read about our
goals and efforts on traceability

on page 41.
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MANUFACTURING OF
PRODUCTS

Assembly and manufacturing

of final products. NA-KD works
together with 199 independent
producers, primarily in China

and Turkey. In total, over 19.000
people are employed throughout
the factories making our products.
Since summer 2021, NA-KD
customers can see on our website
in which factory each product has
been made.
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NA-KD CIRCLE

NA-KD.COM

NA-KD has 327 employees,
primarily based at our HQ in
Gothenburg, Sweden, with a
smaller office in Stockholm and

a production office in Istanbul,
Turkey. We also have a few
employees working remotely,
primarily engineers. For NA-KD,
working in symbiosis with creators
and influencers is part of our DNA.
In 2021, we collaborated with over
10,600 influencers.

CONSUMER USE

At NA-KD, we are obsessed by
our customers. If it matters to
them, it matters to us. In 2021,
NA-KD sold over 12 million
products to over 2 million unique
customers in 80+ countries.

N A-K D Circle <5,

NA-KD

END OF LIFE

80% of all discarded textiles are
doomed for landfill or incineration
and, every second, the equivalent
of one truck of textiles is landfilled
or incinerated. Slowly, the industry
is transforming and technologies
are approaching to increase and
scale the share of textiles that are
recycled.

Only 20% of textiles are reused or recycled. At NA-KD, we
believe this is a shame. In 2021, we launched NA-KD Circle;

enabling our customers to seamlessly sell and buy pre-loved
NA-KD fashion on our website. We hope and believe this will
grow to become a significant part of our business in the future.
Read more on
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" 2021 Highlights

We’re on a fast-paced sustainability journey,
and we want to bring all stakeholders with us
along the way. lransparently. Through ups and
downs. Through tough challenges, as well as
celebrating our achievements together. It is only
by collabc?ratlng with our different stakehol.ders. | i | / O :»?::::&::)im ACCORD
- that we will be able to reach our bold sustainability | B3 " ' FORHEALTH and Safety
targets. Here, we share some of our highlights SN\\" o)/ = e T in the textile and garment
~ during the last year. : TSN Qi ndusty.

BEING TRANSPARENT with
producing factories for our
products on our website.
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InCidents 2021

MEDIA CRITIQUE IN 2020

In December 2020, NA-KD was criticised on
social media and in the media. This criticism was
mainly about shortcomings in working conditions
in Sweden, inclusivity and the company’s
internship program. NA-KD immediately paused
the internship program — and appointed the
auditing and consulting firm EY to conduct an
independent investigation, with suggested areas
of improvement.

Our actions and results

EY conducted over 90 in-depth interviews

with employees and supplemented this with a
comprehensive survey answered by 87% of the
employees. EY’s survey examined the criticism
directed at the company and the results of this
work was presented in a report, summarised in
three areas: 1) Working conditions, 2) Internship
program, and 3) Inclusivity. During 2021, NA-KD
has taken a number of actions based on the
report:

For a full description of findings, please see
our Sustainability Report for 2020.
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Working conditions

In April, we launched our updated company
values with workshops and dialogues in
respective teams.

We have extended the NA-KD academy with
various training on topics such as work task
structure, labour law and excel trainings. To
facilitate collaborations between departments
we have also set up regular departmental
presentations.

We have implemented a clearer Human
Resources Business Partner structure to
support all managers.

In July we launched our new HR portal, where
all employees have access to organisational
structure, work descriptions and internal
policies. We are providing training on all

of them (starting with our updated Code of
Conduct, see "Inclusivity").

New format and structure for internal
information sharing with weekly newsletters
and Quarterly Townhalls.

Clarification to all employees that the
company has a 40 hour working week on
average and a clear process in the event that
an employee would experience being unable
to carry out the work during that time.
Quarterly performance review process
implemented.

of
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e “Office Council” with employee
representatives implemented to address the
physical workplace environment.

Internship program

® We launched a new revised internship
program in spring 2021 and we now only offer
internships with clear guidelines for interns
within the framework of various vocational
educations, colleges and universities.

® All supervisors are given coaching and
training in leadership.

® New onboarding program for new
employees, including interns.

Inclusivity:

® Training and workshops together with the
Rainbow fund for all employees on issues
of gender equality, awareness of gender,
gender identity, ethnic identity and sexuality.

® Update of NA-KD's internal Code of Conduct
with mandatory face-to-face training of all
staff (carried out digitally for remote workers).
This includes an updated section on diversity
and inclusivity, as well as harassment,
discrimination and victimisation.

® |Implementation of a whistleblower policy,
process and tool to secure anonymity. This is
part of the Code of Conduct training.
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® Establishment of an external advisory board,
a “Creators’ Council”, composed of a diverse
group of individuals that have acted as
external advisors to help shape the future of
NA-KD.

® Atthe end of the year we started to offer
Swedish classes to employees from other
countries, to support their integration into the
Swedish society.

TRAGIC ACCIDENT IN WAREHOUSE
OPERATED BY THIRD PARTY

In 2021, there was a tragic and fatal accident in
one of NA-KD's warehouses operated by a third
party. External (The Swedish Work Environment
Authority (SWEA) and The Swedish Police
Authority) as well as internal investigations

by NA-KD's partner were initiated after the
accident. Final results from SWEA showed that
the working environment and security lives up to
expectations and no further actions are needed.
At time of writing the police investigation is

still ongoing. To offer our employees and our
partners employees a safe working environment
is of highest priority for NA-KD and despite that
no deficiencies have been identified, additional
security measurements have been added by
NA-KD's partner.
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The Big Picture —

trends we’ve spotted
for 2022 and beyond
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As a brand aiming for sustainability, NA-KD is
celebrating a new era of green politics and
progressive leadership. The EU’s Green Deal
and EU Textile Strategy are raising the bar for the
fashion industry significantly. COP26 also marked
a milestone with participating states agreeing to
a phase down of fossil fuels to be replaced with
renewable energy. With all this, we are likely to
see a much-needed transformation of the fashion
industry within the coming 5-10 years.

Meanwhile, investors seek greater transparency
in non-financial reporting and customers and
other stakeholders are also seeking greater
transparency about where and how products
are made, and with what impact. Tech is making
this knowledge possible. Technological solutions
to recycling and upcycling textiles are moving
fast too, and NA-KD predicts this will scale
industry-wide within a couple of years.

There is no doubt that the pandemic has led to
an increase of e-commerce when customers
have sometimes been more or less forced to
shop online. Also, downloads of e-commerce
apps is rapidly increasing. This benefits

NA-KD but it also suggests a more crowded
marketplace.

NA-KD

Prices for raw materials vital to the fashion
industry are all on the rise. Cotton prices are

at their highest level in ten years due to the US
ban on cotton from Xinjiang in China. Extreme
weather, including droughts and heat waves,
have also wiped out cotton crops across the U.S,
which is the biggest exporter of the commodity
in the world. At the same time, a rise in crude oil
prices is impacting the price of petroleum based
fibers, such as polyester and nylon. Together with
a global shipping crisis with lack of containers
and heavy price increases, this puts a lot of
pressure on the fashion industry. At NA-KD, we
foresee this trend to continue throughout 2022.

Lastly, strong voices continue to demand actions
against the climate crisis, especially among Gen
/. Brands need to deliver ambitious targets and
tangible results. The mainstreaming of more
sustainable materials is a positive step. Circularity
is next: business models based on subscription,
shared ownership and re-use. NA-KD will be part
of driving this to become the ‘new normal’, with
the launch of NA-KD Circle in 2021 being our
biggest sustainability initiative to date.
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Fashion fit for the future

We want future fashion to be grounded in equality,
diversity and a deep respect for nature. To get
there, we will use our creativity, agility, lots of
energy and an honest and open relationship with

our customers.

NA-KD’s defining features

NA-KD is a global vertical direct-to-consumer
fashion brand. We have a data-driven ‘online
first” approach and our customers are our
number one priority.

We know our customers well. The majority are
Gen Z and Y: women born between 1979 and
2007. Our customers want us to be authentic,
trustworthy and relatable — and to share their
values on how we treat people and the planet.
We don’t only speak to our customers; we also
speak through them. In 2021, we launched
NA-KD Circle, enabling our customers a fully
integrated platform where they can sell and buy
NA-KD pre-loved fashion. During 2021, we also
launched the NA-KD App, where NA-KD Circle
will also be an integral part. These are two ways
to further increase our symbiosis and close
relationship with our customers.

We are disruptive in how we think and grow.
For us, collaborating with influencers is just who
we are. These collaborations are fuelled by
influencer culture, bring energy and creativity
to the mix, and of course drive traffic to
na-kd.com. During 2021, we had 111 (118)
collaborations where influencers designed their
collections together with us, and worked with
over 10,600 (6,000) influencers in total.

Our company values have been defined by
asking our stakeholders what makes NA-KD
what we are, our core and DNA. They are
included in our onboarding of new employees
and we work with them on a regular basis,
through workshops, activities and in company
meetings. They are also part of our performance
reviews. The CEO and Executive Management
team are utterly responsible for our values,
which are available in English, our corporate
language.

Our Vv«

CURIOSITY
We see no
MOMENTU
We get goo

FIJ

INTEGRITY -
We live by oL

INCLUSION -
We give e ,rr
opportunity to |

COLLABORAT!
We win togethe

CUSTOMER OB:
We are customer

ACCOUNTABILITY

We own our action

I
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NA-KD
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NA-KD’s sustainability timeline
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Membership in Sustainable
Apparel Coalition
(March, 2019)

Membership in amfori BSCI
for social compliance
(April, 2019)

Supplier Code of Conduct
(amfori) (August, 2019)

First collection launched in
more sustainable materials
together with influencer
Pamela Reif (November,
2019)

Climate compensating for
all shipping & returns from
December 2019

* such as organic cotton, recycled cotton, recycled polyester, LENZING™ ECOVERO™ Viscose, TENCEL" Lyocell,
TENCEL™ Modal, Naia, and other organic/ recycled and/or more sustainably produced materials.

FINANCIAL NUMBERS

Members of Sustainable
E-commerce Network in
Sweden (November, 2020)

Decision to start measuring
GHG emissions for scope
1, 2 and 3 and set climate
reduction targets

45% of all new NA-KD products
on site in more sustainable
materials (31 December, 2020)

All shipping bags in recycled
plastics (April, 2020)

Collection made of supplier
leftover fabrics (June, 2020)

Shoes from recycled ocean
plastics & shoes from recycled
apple waste (August, 2020)

Donating a total of 3,7 tons
of clothes to second hand
shops (2020)

Members of STICA (January 1, 2021)

Sustainability framework and targets
decided, including climate reduction
targets aligned with the Paris agreement

Signed the SME Climate Hub
commitment and committed to the
Science Based Targets Initiative

Signing of the International Accord for
Health & Safety in the Garment and
Textile Industries (August 2021)

Collections launched in innovative more
sustainable materials such as recycled
ocean plastics, Naia, Clay based denim,
and vegetable-based dyes

44% of all materials being organic,
recycled or in other ways more
sustainable, up from 19% in 2020

Launch of NA-KD Circle (April 2021)

28% reduction in climate emissions per
product (& service) sold (compared to 2020)

Transparency of production factories in
product descriptions on website (June 2021)
and public disclosure of supplier list

Launch of updated Code of Conduct and
whistleblower system, including training of
managers and employees

Mapping of supply chain worker wage levels

NA-KD

Our key goals 2025

50% climate emission
reductions per product
sold (compared to 2020
baseline)

100% of products made
more sustainably — including
materials® and how they are
produced

Full supply chain traceability
for 80% of our production

Enabling customers to
prolong the life of five
million garments through
circularity initiatives

80% of customers perceive
NA-KD as “celebrating
equality and diversity”

Factories representing at
least 50% of our spend
enrolled in concrete social
sustainability initiatives

10



ABOUT NA-KD SUSTAINABILITY FRAMEWORK

-—
NN
o
(@
)
—
@)
o
)
—
>
5=
o)
(0]
=
©
o+
0
)
0p)

GRI REPORT 2021

FINANCIAL NUMBERS

Our sustainability approach

MATERIALITY ASSESSMENT

Our sustainability strategy is grounded in a
materiality assessment, an approach that allows
us to build a very clear picture of how we are
affecting the world around us. This process
involves identifying areas of impact — such as

Manage Develop
Water Fair and equal jobs across the
Biodiversity value chain
Microplastic Supplier relations
Anti-corruption Chemical management
Waste Reporting Transport

Packaging

Marketing communication

materials, diversity or climate — and then ranking
them according to their importance to our
stakeholders and our ability to drive change. This
process enables us to act quickly on important
issues that will deliver the most progress against
our sustainability goals.

NA-KD

1"
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Elaboration on our most material topics
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CIRCULAR PRODUCTS AND BUSINESS
MODELS - this is about thinking circular in
everything we do as well as increasing revenue
streams from new business models. We need
to do this journey in collaboration with our
customers, and with support of policy decisions
and regulation to drive change towards
circularity. The main risks are connected to

not succeeding with this transformation and
hence losing out on future competitiveness, lost
revenue streams as well as not being able to
meet our climate reduction targets.

Related policies: Environmental Policy, NA-KD
Code of Conduct, Supplier Code of Conduct.
Read our progress in the chapter on Circularity,

page 19.

CLIMATE ACTIONS - reducing climate and
environmental impact from our business and
products is a key business driver. Focus is twofold
on transitioning to circular business models and
minimising negative environmental impact from
the making of new products, which is the part of
the value chain with biggest impacts. For most
of our key stakeholders, this is a prioritised topic,
as urgent climate action is needed for the sake of
the survival of humanity — and as businesses that
adapt to and rethink their business models, are
likely the winners in the long run.

Related policies: Environmental Policy, NA-KD
Code of Conduct, Supplier Code of Conduct.
Read our progress in the chapter on Climate

Action, page 26.

GRI REPORT 2021
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MORE SUSTAINABLE MATERIALS — Our
customers are our number one priority, and
more sustainable materials are their number
one priority when it comes to sustainability.
Hence, customer demands, in combination with
expectations from other stakeholder groups

to focus on our materials makes this a material
issue for NA-KD. The risks of not transitioning
towards more sustainable materials is both loss
of customer retention and attraction, as well as
greater negative environmental impact from raw
material production and not being able to reach
our climate reduction targets.

Related policies: Environmental Policy,

NA-KD Code of Conduct, Material Ethics

& Animal Welfare Policy, NA-KD Restricted
Substances List.

Read our progress in the chapter on Sustainable
Products, page 35.

TRANSPARENCY — Transparency and honesty
are what build the foundation of any stakeholder
relationship. To future-proof our business,
NA-KD is on a journey to become even more
transparent, as this is also an area of high
attention for EU policy makers with the upcoming
EU Textile Strategy. The risks of not being
transparent is to lose credibility and trust from
our stakeholders, and ultimately lose sales.
Related policies: NA-KD Code of Conduct.

Read our progress in the chapter on Sustainable
Products, page 41.

* Based on third party verified social audit data conducted in 2021 and covering 87,25% of business volume.

DIVERSITY AND INCLUSION — The main focus
for NA-KD in this area is in our own operations
and employees' work situation. It is also a
significant part of how we communicate to

and with our customers and creative business
partners, and naturally also vital in our work with
supply chain business partners. The risks for
not addressing diversity and inclusion, or any
potential human rights impacts across our value
chain, can be immense — for both people and
our business. We make products for people,
made by people, and that's why people are at
the core of what we do.

Related policies: NA-KD Code of Conduct,
Human Rights Policy, Work Environment Policy,
Equal treatment policy, Supplier Code of
Conduct.

Read our progress in the chapter on Diversity &

Inclusion, page 42.

FEMALE EMPOWERMENT — NA-KD is a brand
for everyone, but our primary target group is
women. We want to lift women’s voices and
empower women everywhere, whoever they
are. This is especially important for our creators
and our colleagues, as well as stakeholders in
wider society. Also, for the women making our
products in supply chain, where women stand for
almost 60%* of the workforce in the cut and sew
factories that we work with.

Related policies: NA-KD Code of Conduct,
Human Rights Policy, Work Environment Policy,
Equal treatment policy, Supplier Code of
Conduct.

Read our progress in the chapter on Diversity &

Inclusion, page 42.

12
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Stakeholders

A stakeholder is an individual or group that has
an interest in a company and can either affect or
be affected by its business. Our key stakeholders
have been selected based on who we interact
with, that can impact NA-KD as a business, and

GRI REPORT 2021

that we in turn impact with our business. They
include our customers, colleagues, influencers,
owners, business partners, as well as academia
and wider society. Our approach to sustainability
involves close collaboration with these
stakeholders — it's only together with them that
we’ll achieve our goals.

FINANCIAL NUMBERS

CUSTOMERS - Our customers are always our
number one priority, and we are obsessed
with understanding them — if it matters to our
customers, it matters to us. The journey to
becoming more sustainable — for our business
and our industry — is full of challenges, and

we will only succeed by collaborating with

our customers. For example, how can we

best support them to adopt more sustainable
consumption behaviours — such as selling and
buying preloved items? To make sure we're
truly listening to what our customers want and
need from us when it comes to sustainability, we
are conducting customer surveys and have a
close ongoing dialogue through our dedicated
customer services team and through our social
media team.

From our brand pulse survey in January 2022,
we see that customers’ perception of NA-KD as
“being a responsible brand that cares for people
and planet” has increased from 29% to 56%.
Even though we’re moving in the right direction,
there is still a great opportunity for us to do more
while communicating our actions and progress to
our customers in a transparent way.

From a survey in January 2021, our customer’s
top three sustainability priorities for NA-KD are:

1. More sustainable materials in products
2. Climate action and science-based targets
3. Packaging

NA-KD

COLLEAGUES — Our colleagues make us

who we are. Without their creativity, passion

and talent, we would not be able to serve

our customers the way we do. That's why our
colleagues are so important to our sustainability
journey: their ideas and ability will take us to the
next level. The physical and mental wellbeing of
our colleagues is of outmost importance to

us. We are also dedicated to ensuring everyone
has an equal opportunity to succeed. Listening
to our colleagues, through their feedback in

our employee satisfaction tool Winningtemp,
continuous dialogues, and surveys, the top three
things for NA-KD to focus on in our sustainability
work are:

1. More sustainable materials in products
2. Climate action and science based targets
3. Transportation

What do you think are the most important 3 topics for
NA-KD to focus on with our sustainability work?

More sustainable materials in products 47%
Climate action and science-based targets 23%
Transportation 22%
Working conditions in supply chain 19%
Packaging 17%
Emission reductions in supply chain 14%
Fair living wages 14%
Forced labour and child labour 14%
Waste management 13%
Single use plastics 12%
NA-KD Circle 12%
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INFLUENCERS — We've always worked
symbiotically with our influencers. They speak
our minds and we truly want to amplify diverse
voices from around the world through our
platforms. To further engage with and listen to
our influencer community, during spring 2021,
we launched our Creators Council, gathering
eight influencers from different backgrounds with
diverse perspectives. We have listened to their
opinions on how we can turn NA-KD into an even
better company, brand and business. We also
have an ongoing dialogue with all creators that
we work with in our daily work. From the Creators
Council’s perspective, the top three areas for
NA-KD to focus our sustainability work on are:

1. Inclusivity in sizing — in who we work with for
collabs, in our product ranges and how these
are presented to customers

2. Inclusivity in ethnicity — on the website, in who
we work with, and in all our marketing

3. Be transparent and honest

BUSINESS PARTNERS — NA-KD works with a
variety of business partners: from producing
vendors, to wholesale and retail partners, as
well as logistics and distribution partners. Key for
our operations are our producing vendors. We
do not own any factories but work with supply
chain partners for the making of our products. At
the end of 2021, we had 199 (197) tier 1 factories
making the products we sell. Together, we are
constantly working towards improving their
environmental and social performance. We are
always on the lookout for producers

that offer innovative and more sustainable

GRI REPORT 2021

materials and production methods. We have
continuous dialogues with our suppliers and
during 2021 have started more regular meetings
with our key suppliers focusing the dialogue on
sustainability. Based on these dialogues, the top
three things for NA-KD to focus our sustainability
work on are:

1. More sustainable materials and certificates
management

2. Investments in renewable energy and
chemicals

3. Support to sub-suppliers (fabric manufacturing
and dyeing) in improving environmental and
social performance

OWNERS — Our owners believe in us as a
business. They trust that we can overcome
obstacles and will win more customers in the
long run — all in @a more sustainable way. They
guide our long-term vision and strategy, and are
therefore critical partners in our sustainability
journey. During the first half of 2021, individual
stakeholder dialogues were performed with all
main shareholders of NA-KD. Based on these
as well as continuous dialogues through Board
meetings, the top three things for NA-KD to
focus our sustainability work on according to our
owners are:

1. Make NA-KD Circle and circular business
models a significant part of the business

2. Customers’ perception of the NA-KD brand
as inclusive

3. That NA-KD is part of taking the lead
towards a more sustainable fashion industry

FINANCIAL NUMBERS

ACADEMIA & RESEARCH — We all need to listen
to the science on climate change. It’s telling us
that we must act quickly and decisively to reduce
global emissions by at least 50% by the end of
the decade. For the fashion industry to transform
into @ more sustainable and circular industry, we
need new, scalable solutions for recycling textiles
and keeping resources in a closed-loop system.
We strive to continuously monitor the latest
research and science on climate change and
more sustainable fashion practices in general.
Based on this, the top three areas science tells
us to focus on are:

1. Transforming supply chains to fossil-free
production

2. Transition to circular business models

3. Think holistically and include all aspects of
sustainability, e.q. water, biodiversity, as well
as working conditions and human rights

SOCIETY — At NA-KD, we always have an ear to
the ground for new social and cultural
movements and trends. We stand by our values
of equality and diversity and give our support

to BLM and LGBTQIA+ rights. We are also
convinced that our momentum, collaboration and
authenticity around climate change issues will
bring more people with us on our sustainability
journey. Our collaboration with this stakeholder
group includes NGOs, policy makers, our

peers and multi-stakeholder initiatives like the
International Accord for Health & Safety in the
textile and garment industry and STICA. Based
on this, the top three areas to focus on are:

1. Climate Action
2. Transparency & Communication
3. Women and workers’ rights
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SUSTAINABILITY FRAMEWORK

We are dedicated to contributing
to the Sustainable Development
Goals as formulated by the United
Nations. For the sake of our future
and for all of us — but also because
that’s just the way we want to do
business. Our sustainability work is
a fundamental part of who we are.

GRI REPORT 2021

GENDER
EQUALITY

Related key KPIs:
- By 2025, 80% of

customers perceive
NA-KD as “celebrating
equality and diversity”

« A balanced

representation of
female/male/non-binary
people throughout

the organisation; both
from a functional and
managerial perspective

FINANCIAL NUMBERS

DEGENT WORK AND
ECONOMIC GROWTH

Related key KPIs:
- Equal employee

satisfaction between
gender/age/
departments

- By 2025, factories

representing at least
50% of our spend
enrolled in concrete
social sustainability
initiatives

- By 2025, factories

representing 80% of
our spend showing
high performance in
social audits (at least B
in amfori BSCI audits, or
similar in other systems)

The five Sustainable Development Goals
we contribute to the most are:;

Related key KPIs:
- Enabling our customers

to prolong the life of
five million garments by
2025 through circularity
initiatives

. By 2025, 100% of

products to be made
more sustainably —
including materials and
how they are produced

- By 2025, have 100%

circular packaging,
meaning made from
recycled materials and
reusable, recyclable or
compostable

- By 2025, have 50% of

product materials from
recycled materials

13 soron

Related key KPIs:
- By 2025, reduce

emissions from our own
operations by 80%,
compared to 2020

- By 2025, reduce

emissions by 50% per

product (& service) sold,

compared to 2020

- By 2030, reduce

absolute emissions
by 50%, compared to
2020

17 PARTNERSHIPS
FOR THE GOALS

Contribution in 2021:
NA-KD joined the
Swedish Textile Initiative
for Climate Action and
the International Accord
for Health and Safety in
the Textile and Garment
Industry. We are also an
active member of the
Sustainable Apparel
Coalition since 2019,
and the amfori BSCI
(Business for Social
Compliance initiative).

In all these networks we
work together with our
industry peers to drive
social and environmental
change together.
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NA-KD’s Sustainability
Governance

NA-KD’s highest governance body is the Board
of Directors, where the five largest shareholders
are represented. Our CEO reports to the Board
of Directors.

NA-KD’s Management Team is led by our

CEO and includes managers from all areas

of the company: Operations, Marketing &
Communications, Purchasing, Sourcing,
Business Intelligence, Human Resources,
Finance, Growth, Engineering and Sustainability.
The Board of Directors is ultimately responsible
for NA-KD’s sustainability work, and the
Management Team is responsible for its
operational execution. The work is led by the
VP Sustainability.

NA-KD's sustainability work is guided by our
internal Code of Conduct, which was updated
during 2021, and communicated to all employees
in June followed by training. Read more on

page 46. NA-KD set out our sustainability
strategy — Deliver fashion fit for the future — at
the beginning of 2021. The strategy has been
prioritised as one of four key strategic objectives
for NA-KD as a business. Starting in Q4 2021, we
are also working to brake down our sustainability
objective and KPI's in all teams based on what is
most relevant to their daily tasks.

NA-KD

As a next step to integrate our sustainability
performance and governance into our core
business, the sustainability strategy and key KPIs
are (since late 2021) part of NA-KD's quarterly
strategic performance management process.
There is one key sustainability metric for each
one of our four strategic focus areas in our
sustainability framework (Circularity, Climate
action, Sustainable products and Diversity &
inclusion).

The KPIs being monitored at Management level
on a quarterly basis are:

Circularity: # of garments sold with prolonged life
through circularity initiatives

Climate Action: Reduction of CO,e per product
(& service) sold

Sustainable Products: % of products released
with more sustainable materials

Diversity & Inclusion: Percentage of customers
perceiving NA-KD as celebrating equality and
diversity (employee satisfaction is also measured
as part of NA-KDs strategic quarterly follow-up)

16



ABOUT NA-KD SUSTAINABILITY FRAMEWORK GRI REPORT 2021

Sustainability report 2021

Circularity Climate action Sustainable products Diversity and inclusion

Sustainability
framework —
Fashion fit for
the future

We want future fashion to be grounded in equality,
diversity and a deep respect for nature. To get there,
we will use our creativity, agility, lots of energy and an
honest and open relationship with our customers.

FINANCIAL NUMBERS

Sustainable products
We want to drive positive change on
both supply and demand for more
sustainable products.

Climate action
Our customers want climate
action now and demand a more

sustainable approach.

af

ad

-

Diversity and inclusion
We will be a champion
of diversity and female
empowerment in fashion.

NA-KD

17
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Circularity Climate action Sustainable products Diversity and inclusion

2021 Key target summary

FY2020 FY2021 Final Status Target

Enable our customers to prolong the life of five million garments by 2025 through circularity initiatives 4,763 34,900 . 39,663 5 miIIion§
By 2022, launch at least one collection designed for circularity - - status 2021: none 1
By 2025, have 100% circular packaging, which means it is made from recycled materials and is reusable, recyclable or compostable N/A 3.9% . 3.6% 100%§

By 2025, have 50% of product materials from recycled materials 3% 15% 15% 50%;

By 2025, reuse or recycle 100% of packaging materials from all our sites 87% 87% 100%;
By 2025, reduce emissions from our own operations by 80% (scope 1& 2) 186.4t1 CO,e 4971 COse

By 2025, reduce emissions by 50% per product sold (scope 1, 2 & 3) 7.5 kg CO,e 5.4 kg CO,e

By 2030, reduce absolute emissions by 50% (scope 1, 2 & 3) 69.514tCO,e 65.798tC0O,e

v oo

By 2022, use 100% more sustainable materials* in all our denim 65% 88% 100%;
By 2025, 100% of products to be made more sustainably — including materials* and how they are produced 19% 63% _ 100%§
By 2025, have 100% of production made in tier 1 factories that work with environmental and social performance according to industry standards 79% 88% 100%§
By 2025, reach full supply chain transparency for at least 80% of our production — initiated 80%%
owersy g meuson |

By 2025, 80% of customers perceive NA-KD as “celebrating equality & diversity” 41% 61% 80%§

By 2025, factories representing at least 50% of our spend enrolled in concrete social sustainability initiatives 0% 0% 50%;

By 2025, factories representing 80% of our spend showing high performance in social audits (at least B in amfori BSCI audits, or similar in other systems) N/A 15.2% 80%§

Equal employee satisfaction between gender 0.3 0.2

Equal employee satisfaction between age 0.8 0.6

Equal employee satisfaction between departments 3.2 1.7

* such as organic cotton, recycled cotton, recycled polyester, LENZING™ ECOVERO™ Viscose, TENCEL™ Lyocell,
TENCEL™ Modal, Naia, and other organic/ recycled and/or more sustainably produced materials.

NA-KD
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Circularity

The fashion industry needs to shift to a circular
model. For NA-KD, that means being smart about
the materials and design we use in our products and
packaging. And it means prolonging the lifecycle of
everything we make through innovative business
models, like re-selling, upcycling and subscriptions —
in close collaboration with our customers.

FINANCIAL NUMBERS
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Five voices about

N A-K D Circle <)

Ericsson,

's own “queen of Circle” /" =
ess Development Manager

Tell us about developing NA-KD Circle?

It has been a truly exciting journey! The
project has been special not only due to its
breadth and scope but also due to it being a
new business area, although integrated into
our existing one. Circle has been a highly
prioritised project internally and we have
always had a clear vision: building a second-
hand service that is as easy and frictionless as
possible for both buyers and sellers. The goal
is to prolong the life of as many garments as
possible, and a seamless customer experience

GRI REPORT 2021

has been prioritised above profitability.
Developing something as big as Circle from
scratch implies that there is a large job to be
done in defining all the activities needed to
develop the product and to create a successful
launch. Circle has really been a company-wide
team effort where all departments have had to
be involved to make it come to life.

What was the biggest challenge with

NA-KD Circle?

The biggest challenge has been to identify all
departmental and system dependencies and to
understand who to involve, consult and inform
regarding various topics. Another challenge
has been the substantial technical scope and
the technical product management.

What is the plan in the future for NA-KD
Circle?

We have high ambitions. Of course we want
to grow the number of products that get a new
home through NA-KD Circle, and the ultimate
goal is that all products we sell should be
given a second life when their current owner
does not use them anymore. There are so
many exciting features we want to launch and
improvements we want to make to improve
both the buying and selling experience further.
This includes operational improvements

like shipping options, creating a community
around the service to make it more of a social
and inspirational experience, develop CRM
activities including gamification and rewards,
and to simplify the seller process, to name

a few.

FINANCIAL NUMBERS

Josefine Wistrand

Customer

What were your thoughts when you first
heard about NA-KD Circle?

| was thrilled. The "My Closet” section that
popped up on the site last year made me dig
through my own closet for clothes | didn’t wear
that would serve better in another person’s
home.

What is your experience from using NA-KD
Circle — how is it compared to other ways of
buying/selling second hand?

NA-KD Circle is really smooth! You don’t have

to photograph the clothes or write a description,
UPS always picks up your sold items the next
day, and the cash credit you receive is good.

Have you changed your consumption habits
for fashion? Are you shopping more second
hand today?

| mainly shop my clothes second hand, the
red outfit in my picture is all thrifted!

What are your expectations of a fashion brand
when it comes to working with sustainability?

| expect fashion brands to strive for sustainability
as much as they can, and NA-KD is a pioneer

on this front in my opinion! | think more stores
should offer their buyers to sell their clothes
second hand.




ABOUT NA-KD

NN,
2asasan ops

Fo

L k)
LTI TIT]

GRI REPORT 2021

Anna Winde,
P Sustainability

- Why did NA-KD launch NA-KD Circle?
We aim to be among the top 1% most
| sustainable fashion brands in the world.
!' .'.;'-% Launching NA-KD Circle is a key milestone for

_: - Jus on that journey, enabling our customers to
consume fashion in a more sustainable way.

'} hat is the biggest challenge with circularity?

' 'I. | f" I'-i he challenge is twofold. We have to find
KR | IF partners that are set up to run e.g. logistics for
',-,!'f:'li a circular model (and not only linear), and we
-' need to inspire our customers to sell the unused
. items in their wardrobes and buy pre-loved
I 'I'f-;l:;'ﬁinstead of new.

In what way will NA-KD Circle be part of
. __ fulfilling your sustainability targets?
3 ““re a growing company, reducing our
< absoliite-emissions is a challenge beyond
- < saniythitig else’To.be able to reach this, we must
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Influencer -

What do you see as the biggest challenges
with today’s fashion consumption?

| believe a large portion of the problem is our
own consumption habits. We tend to blame the
big fashion giants and look at production chains

when in fact it starts with us. Demand and supply.

| try to plan every purchase, and ask myself
“when do | need this and why?” My thumb rule is
to never shop on an impulse.

What can you do as an influencer to drive

NA-KD

What was behind the decision to

develop NA-KD Circle?

We wanted to empower our customers to make
more sustainable choices when visiting NA-KD.
We also wanted to ensure a seamless experience
while selling and purchasing their items..

Which achievement connected to

NA-KD Circle are you most proud of?
Thousands of customers have already sold and
bought Circle items. What is even more important
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is that we keep improving our customers’
experience and try to make it even more

a more sustainable behaviours with your
followers?

make circular.business models a significant part
of our revénue:

How do you make'sure you are not just
driving more-.consumption?

This is the tricky part, Pre-loved fashion is better
from an environmental perspective if it replaces
the consumption of new clothing, not if it is
complementary. By integrating NA-KD Circle on
our website, we make it easier for customers to
choose a pre-loved item instead of a new one.
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Encourage people to shop consciously, buy
more sustainable materials, sell the stuff they
don’'t need second hand.

What response do you see from your followers
on communication such as on NA-KD Circle?

It is a great solution. They can get rid of the
things they no longer use and know it's going to
be taken care off.

seamless, by analysing product data and iterating
the customer journey to make Circle appealing to
even more customers.

What role do you see technology having in
enabling a more sustainable consumption?
Thanks to technology, and the creativity of our
employees, we reduce friction and enable our
customers to both sell their clothes and find the

right second hand oultfit, all in one place.
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NA-KD Circle —
our approach to a circular
fashion business

We want to prolong the life of our
products through new business models
and close customer collaboration.

While many point to fast fashion as the

main reason our industry has such a large
environmental footprint, we believe the root of
the problem — and therefore its solution — lies
elsewhere. 80% of all discarded textiles are
doomed for landfill or incineration. Only 20%
are reused or recycled. Every second, the
equivalent of one truck of textiles is landfilled or
incinerated.”

This make-use-dispose linear system is deeply
unsustainable, whether it's fast or slow. At
NA-KD, we are committed to being part of
making the fashion industry circular. Most
garments, on average, are worn only seven
times. Research from Mistra Future Fashion &
Ellen MacArthur Foundation shows that doubling
the number of times a garment is worn can
reduce its climate footprint by up to 50%.

A big challenge is to change customer views on
consumption behaviour in general. To make it as
natural to sell and buy second hand, or rent your
clothes, as it is to buy something new. Circular
business models need to become the new norm.
At NA-KD, we believe we need to collaborate

*Ellen McArthur Foundation

GRI REPORT 2021 FINANCIAL NUMBERS

to make this transition; within the industry, with
policy makers and with our customers. Yet
another challenge is to design products that last,
and products that are made to be made again,
either through re-make or recycling, or both. In
this respect, NA-KD is on a journey. A journey
that we happily share with our customers and
other stakeholders.

To be able to reach our climate reduction targets,
circular business models must become a core
part of our business model in the future. We
know this is the right path to walk, yet recognise
the challenges of this transition.

Goals, targets and KPIs:

¢ Enable our customers to prolong the
life of five million garments by 2025
through circularity initiatives

® Saved tons of CO,e through circularity
initiatives

Key actions

® Launch of circular business model in
2021

® Encourage more circular consumer
behaviour

® Explore rental/subscription models
Influencer campaigns for pre-loved /
circularity

OUR PROGRESS

Launching NA-KD Circle

In spring 2021, we launched our biggest
sustainability initiative to date: NA-KD Circle. It's
a completely integrated marketplace for pre-
loved fashion, where we enable and encourage
customers to sell and buy their pre-loved items
seamlessly on NA-KD.com. One of the best
things we can do for the planet is to get more
use out of clothing we already have. NA-KD
Circle buyers get to shop at a discount. Sellers
get store credits to use on NA-KD.com. The
clothes get a second life. It's a win-win-win.

We believe it should be as easy to sell and buy
pre-loved items as new items. Therefore,
NA-KD.com customers now have the unique

opportunity to choose if they want to buy an item

as new or in a pre-loved condition. During 2021,
more than 40,000 garments got a new owner
through NA-KD Circle.

Driving behavioral change

We believe that selling clothes and giving them
a second life when they are no longer used by
their owner is a habit that customers have to
learn. As a company, we have to enable and

NA-KD

encourage this behaviour which is what we
aim to do with NA-KD Circle. We already have
insight into this learning amongst our customers
as currently 50% of our customers who list
their items for sale are ‘returning sellers’, i.e.
customers who already listed items for sale.
We hope that Circle will continue to drive this
behavioural change and the end goal is that all
our clothes (that are eligible for second hand
sale) will be given a second life once their
current owner does not use them anymore.
Looking at NA-KD Circle buyers, we see that the
ratio between new and existing customers is
similar to overall sales, which means that our
NA-KD Circle customers are not only new but
that the demand for second hand clothing
already exists amongst our current customers
— they only had to be given the chance to

buy second hand items to drive this change.
Furthermore, NA-KD Circle buyers generally
don’t only buy second hand items, which

also suggests that our existing customers are
interested in second hand clothing as long

as they find something they like, through an
attractive inventory.
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Rental Climate impact

In 2021, we continued our collaboration with We have calculated the climate impact from

Hack Your Closet. This young entrepreneurial our NA-KD Circle business for 2021. For these

female-driven fashion company offers a calculations, we have looked at the additional

subscription model as a more sustainable way emissions occurring after a customer has

for customers to update their closets. In 2021, indicated that she wants to resell an item in

6,794 NA-KD garments were sent to Hack her wardrobe, until that product reaches its

Your Closet customers, up from 4,763 in 2020. new owner. These impacts are based on the

For us, this is a great way to learn more about transport of the products from the seller, to the

consumer behaviour when it comes to the NA-KD warehouse (sometimes directly to the

rental business model. One of those learnings new customer) and to the new customer.

being that garments that can be rented all

year, like denim and blazers, work well with On average, each sold NA-KD

Hack Your Closet’s subscription model. pre-loved product saves 2,6 kg
CO,e, compared to if the same

In 2021, Hack Your Closet performed a climate product would have been sold

impact study together with the Research as new.

Institute of Sweden and EIT Climate-KIC, and

validated by M<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>