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Management Report 2022




Our Integrated Sustainable Management Report 2022 is the first of its kind.
It’s the result of a 17-month process to develop a business strategy that combines
environmental and social responsibility with economic stability for healthy growth.
It continues our previous sustainability reporting.

This report describes the model of our company's future: how the framework conditions
and the context of our diverse business activities will develop. What doing business
responsibly means in light of all this. What timetable we have given ourselves with our vision,
missions and objectives. What role our partners play in this, whithout whom what we do
and what we have planned wouldn't be possible.

[ ® more on the context of this report and the transparency standards
we hold ourselves to can be found under “About this report” on p.125 ]



HAKRO Vision

Always one step
ahead. We live and
safeguard values.
Exemplary. Leading
In our sector.
Inspirational for all
the people who work
for and with us and
wear our clothes.
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gnew showroom is used for
internal meetings, training and
dialogue with dealers and guests.
More on this from p.10
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Preface

DEAR READER,

Change succeeds and new things emerge when the foundation for this is in
place. Sustainability is nothing new for HAKRO. Appreciative cooperation and
responsible production have always been the core of our identity.

Now it’s all or nothing. The consequences of climate change are already very
much making themselves felt. The consumption of resources continues to
increase unchecked, and precarious working conditions in a globalised world
are all-pervasive. We have to set a new course - for our common and, in every
respect, sustainable future. And we need to do it today and not just wait for
2050. We as a society, we as HAKRO, every single one of us.

The current pandemic and the political situation in Europe are causes for con-
cern for most of us. Alongside worries about our own health and the health of
those around us, there’s uncertainty about their permanent societal, political
and economic consequences. This, too, directly impacts the future viability of
our community.

However, the pandemic also gave us time and space to fundamentally revise
our previous sustainability strategy “Wirkstoff 2017-2022” and, with an
Integrated Sustainable Business Strategy for 2022-2030, to develop it into a
roadmap fit for the future that takes everything into account.

Why “integrated sustainable”? Sustainability shouldn’t just be something you
just talk about but should be directly on the agenda - at the very top. For each
and every one of us, not as an appendix to the routine and absolutely not as a
green fig leaf, but as a natural component of our common actions.

What does this mean for us at HAKRO? It has been and is an exciting time for
“first times”™.

For the first time, we’ve integrated our most important stakeholders in a “360°
Strategy Development Process” - with our employees leading the way. We’ve
also included the creativity of many of our dealers and all our production part-
ners digitally and - as far as the times allowed - in analogue form. Together,
we’ve had discussions with a view to the future and even disagreed - always
constructively - but above all we’ve developed our vision for the future and
have already started implementing it:

For the first time, we’ve had our programme for implementing human and
labour rights in our global supply chain audited in accordance with the
demanding criteria of the Fair Wear Foundation (Fair Wear). We’ve been a
member of Fair Wear since January 2021. In our first Brand Performance Check
in April 2022, we achieved the “Good” status straight away.
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Preface

For the first time, we can proudly announce that we’ve made our entire collec-
tion climate neutral. Our previous and planned measures to avoid and reduce
production-related greenhouse gas emissions are emboldening us, starting
with the 2022 collection, to offset the emissions still remaining through an
ambitious climate protection project.

And for the first time, we’ve developed a vision for our company: By 2030, we
want to be the first choice for integrated sustainable corporate wear.

We’ll succeed in this if we as a management team make our decisions at HAKRO
in a much more participatory manner, thus less hierarchically, and driven by
a greater range of perspectives. Letting go is not always easy, particularly the
first time - and yet it’s wonderful. We wouldn’t want it any other way.

And that’s another reason why we’re now presenting ourselves in a new outfit:
with our first Integrated Sustainable Management Report for 2022.

We have big plans and don’t yet by any means have the perfect solutions for
everything. It’ll give us great joy if reading this inspires you to open or continue
your dialogue with us - about transformation, about learning and also about
the courage needed to take the right path because it is the sustainable one.

The management team

e il RES oy iy

Carmen Kroll Thomas Miiller Danny Jiingling
Managing Partner Managing Director Authorised Signatory
and Managing Director
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We are HAKRO

WEARE
HAKRO

HAKRO is a leading brand for corporate wear. Our name

is synonymous with clothing that people wear day after day
for work or sports or in their leisure time. Reliable, long-
lasting, perfectly designed and produced according to the
highest social and ecological standards.

o HAKRO Integrated Sustainable Management Report 2022



OUR ORIGINS

HAKRO HALT. Seit 1969

With this brand claim, we stand by our word and for premium quality. In more
than 5o years, a lot has changed - including us. But the understanding of what
responsible management means is still with us. “Oh, that’s sustainability?

We’ve always done that,” says company founder Harry Kroll, grinning a little,

when we explain our future objectives to him.

1960-1990

BEGINNINGS

Marianne and Harry Kroll sell their first garments
from the boot of their car and at weekly markets
inthe1960s.

Soon, there’s a bricks-and-mortar “Bekleidungs-
haus Harry Kroll” store in Schrozberg. The decision
is made to have their own textiles made - so that
the quality is good enough. Harry Kroll therefore
acquires a stake in a manufacturer of knitwear
produced in Schrozberg. Later, the firstimports
arrive from outside Germany.

1969: The clothing store
Harry Krollin Schrozberg

Alongside growing success, a small network of
stores grows in the Hohenlohe region and the
neighbouring districts. Our product range empha-
sises sportswear and work attire.

In 1987, HAKRO GmbH is formed from the sale

of the retail stores. The brand name is derived
from the first letters of the founder’s first and last
names, Harry Kroll. The product range is based

on clothing for work, sports and leisure, intended
to be suitable for printing and embroidering with
company and association names, and made to last
as long as possible.

A former school building in Schrozberg is acquired
as the company’s headquarters. In subsequent
years it’s expanded and adjusted to the require-
ments of office, shipping and storage spaces.




2000: The first logistics 2003: Generational

centre in Schrozberg change. Carmen Kroll
and Thomas Miiller
take over the business

1990-2010

GROWTH

In 1999, Carmen Kroll, the daughter of Harry and
Marianne Kroll, joins the company.

In 2000, a large building site is purchased in the
Schrozberg industrial area, and the construction
of the first warehouse begins that same year.

At the beginning of the 2000s, the collaboration
with the production partners in Turkey and
Bangladesh begins, and it continues to this day.

Carmen Kroll is made managing partner in 2003.
In the same year, Thomas Miiller is named
managing director.

In 2004, the entire collection is certified accord-
ing to Standard 100 by OEKO-TEX".

2010-TODAY

EFFECTS

In 2010, the Harry Kroll Foundation is established,
bundling the global, national and regional charita-
ble activities of HAKRO GmbH.

Beginning in 2015, sustainability management
is further professionalised. In 2016, the first
sustainability report is published.

In 2017, the first GOTS-certified organic collection
isintroduced and the Schrozberg site is made
climate neutral for the first time.

In 2018, HAKRO is nominated for the German
Sustainability Award, and in 2021 HAKRO
receives the Neumarkter Lammsbrau Award for
Sustainability.

In 2019, HAKRO celebrates its 50-year
anniversary.

In 2020, the preliminary final construction stage
of the logistics centre is made fully operational.

In 2021, HAKRO becomes a member of Fair Wear
and adopts the Integrated Sustainable Business
Strategy for 2022-2030.

In 2022, the entire collection is made completely
climate neutral. Authorised signatory Danny
Jiingling becomes member of the management
team.

HAKRO today: our showroom
in Schrozberg




HAKRO TODAY

HAKRO GmbH is a family business founded in 1969 by Marianne and

Harry Kroll. It has been managed by the second generation,

Carmen Kroll and Thomas Miiller, since 2003. Danny Jiingling joined the
management team in 2022 and is an authorised signatory of the company.

employees PRODUCT OVERVIEW

in Schrozberg
We produce and sell T-shirts, polo shirts, sweat-
shirts and sweat jackets, blouses and shirts, out-
door vests and jackets, trousers and accessories
under the HAKRO brand.

of our workforce
are women

of all managers
are women

»142 51

products colours

of our employees
are handicapped

nationalities 1 6 6
arein our team 2 2
sizes collections

represents satisfaction with
and at HAKRO as a grade

(where 1=the highest grade > 3 4 5,000,000

and 6 = the lowest). clothing items are

‘never out of stock’ (NOS).
For women, men and children,

workers of our worldwide . .
and in unisex.

and long-term production
partners




HIGHEST QUALITY AND
SUSTAINABILITY STANDARDS

We manufacture our products to be 100%
durable and long-lasting. We don’t follow
fashion trends, so our clothing never goes
out of style.

Our entire collection has been climate
neutral since the beginning of 2022;

our company site in Schrozberg has been
climate neutral since 2017.

We’ve been a member of Fair Wear since 2021
and advocate the highest social standards in
the production of our textiles.

All of our products, without exception,
meet Standard 100 by OEKO-TEX®,

and we’re continually expanding the propor-
tion of additional sustainability standards:
- GOTS (Global Organic Textile Standard),
- GRS (Global Recycled Standard),

- Green Button,

- CmiA (Cotton made in Africa) and

- C2C (Cradle to Cradle).

In 2021, we received the Neumarkter
Lammsbrdu Award for Sustainability in the
category “family-run company”. Among
other things, we were praised for our attitude
towards change and making a fresh start.

WE STICK TOGETHER

> 20 Yearsishow long we’ve worked with
our production partners in Turkey and Bangla-
desh.

100%is the percentage of ongoing orders we
accepted from our production partners despite
the pandemic.

100%isthe percentage of the workers at our
production partner in Bangladesh that we’ve
supported with care packages as part of our
“HAKRO FriendShare” programme.

WE WORKWORLDWIDE

Our company is based in rural Schrozberg,
Baden-Wiirttemberg. It’s the home of our
product design, administration and logistics
processes, among others.

Our eight production partners have factories
in seven countries:

Turkey with production sites in Istanbul,
Bulgaria and Moldova (59%)

Laos and Cambodia (21%)

Bangladesh (15%)

China (5%)




LOOKING TO THE
FUTURE

The best is only just good enough for us, and that won’t change in the future.
With our Integrated Sustainable Business Strategy, we manage our company

proactively, based on values and with the aspiration to be exemplary and
inspiring in everything we do. We want to be a leader in the corporate wear
sector by 2030, in line with our vision: always one step ahead.

OUR OBJECTIVES*

> Certified ecological and social sustainability for 100%
of the cotton, viscose, and synthetic fibres in our products,
as deep into the supply chains as possible

Recyclability of all new products we develop
Attaining Fair Wear Leader status

Collaborating only with ethically sustainable financial
service providers

Establishing integrated, sustainable innovation management
for products and processes

Digitalising the business processes to improve
service quality and process speed
(including in the contact points with sustainability)

Expanding programmes as part of our
human resources management

* Excerpt from the objectives for Doubling our commitment to not-for-profit social

2022-2030. See p. 114 for all key and charitable purposes
objectives in each field of action at

aglance Strengthening our external sustainability communications 360°




OUR SPIRIT

It will take perseverance to make the HAKRO
Vision a reality. We’ll gain the necessary energy
from our community, by sharing knowledge,
and providing creative leeway for individuals.

>

HAKRO IS COLOURFUL

We’re as colourful as our clothing -
and the future has many facets. That’s why we
use the diversity of our expertise and
perspectives and intentionally make strategic
decisions in participatory processes.

HAKRO CREATES CONNECTIONS

We see ourselves as a community
and support each other. Empathy, respect,
trust, team spirit, loyalty and integrity
mark our interactions with each other and
with our external stakeholders.

-
B

HAKRO IS INSPIRATIONAL

We believe that our company should serve people,
not the other way around. We shape our future
together joyfully - partly because our ideas are

already being heard today.

OUR PARTNERS

Our long-term production partners and all of
our dealers and service providers are part of the
HAKRO family. Without them, we wouldn’t be
where we are.

To face the complex challenges in the textile
industry, we combine strength and knowledge

in partnerships. Together with sustainability
initiatives and other companies, we cooperate
for joint solutions and the greatest possible influ-
ence, including beyond our company borders.

OUR CONTRIBUTION

The global Sustainable Development
Goals of the United Nations (SDGSs)
form the guiding principles for
healthy development of the economy
and society by 2030.

@ STMEEGOALS
DEVELOPMENT o

[ > We explain which of our key objectives contribute to the SDGs,
and how, in our overview starting on p. 114.]




Our motivation

We’ve developed an Integrated Sustainable Business Strategy.
Because solutions don’t come about from sitting in isolation.
Because competence means thinking together what belongs
together: responsibility and success, future and team spirit.

By 2030, we want to become the leading integrated sustainable company in our industry.

In a participatory process, i.e. by involving all our key stakeholders, we’ve spent 17 months agreeing how
we want to think present and future with a 360° perspective. For this, we have repositioned ourselves.
We’ve looked back and learnt, sought and changed pespectives: Together we’ve given ourselves the space
for intensive discussion and dialogue and for the friction that arises whenever different points of view are
brought together not only for a common good but, most importantly, to do what is right. And we’ve boldly
looked ahead.

A clear vision for HAKRO and objectives that will both ensure the healthy development of our company and
support the textile industry as a whole have emerged.

o HAKRO Integrated Sustainable Management Report 2022

16



Our Integrated Sustainable Business Strategy

INTEGRATED SUSTAINABLE BUSINESS STRATEGY FOR 2022—-2030

Our transformation path for being value- and results-driven on all action levels

Y

Introducing the HAKRO LAB -
our new collaboration
model for preparing
the management team’s
decisions

Developing a
HAKRO Corporate Compass
to operationalise
the strategy

Four fields of action }

Missions
(interdivisional and in each —
field of action)

SMART objectives }

Developing the
Integrated Sustainable
Business Strategy
for 2022-2030

- Kick-off with the management team

- Executive workshop

- Workshops with all HAKRO teams

— — — - - Workshops with all production partners

- Workshops with selected retailers

- Bringing in the expertise of additional
external stakeholders

o HAKRO Integrated Sustainable Management Report 2022 17



Our motivation

In a time that calls for prudence and foresight, we have made sustainable

corporate action the core aspect of our company. Therefore, by 2030 at the latest,

we want to be the leading integrated sustainable supplier of corporate wear —

verifiably. With a business strategy that also measures economic success

by whether it is environmentally and socially responsible and promotes social
development.

Slow Fashion? Since 1969.
@ HAKRO Halt.

We keep our brand’s prom-

ise for premium quality,

durability, and responsible

production. With no ifs,
ands or buts.

It started with a workshop
involving our managers,
who got creative together.

We are firmly convinced that business activities can
only remain forward-looking and competitive in the long
run if based on value-oriented, sustainable decisions.
Only then will they also strengthen social cohesion and
make a contribution to social development.

HAKRO has been taking a systematic approach to acting
sustainably since 2015. In 2017, with our “Wirkstoff” sus-
tainability strategy, we defined our understanding of sus-
tainability and our objectives until 2022. By doing so, we
had established a binding framework for the value-driven
management of our company.

o HAKRO Integrated Sustainable Management Report 2022 18



Our Integrated Sustainable Business Strategy

We have achieved a lot, but have also encountered barri-
ers. We’ve hit dead ends, and, in light of the dramatically
increasing global environmental damage and precarious
working conditions in the global textile supply chains,
have not yet achieved satisfactory results everywhere.

DURABILITY: RELOADED

Therefore, we are reaffirming our values: the core that
makes us HAKRO. From the beginning, durability was
the foundation on which we built our company. “HAKRO
Halt.” is our trademark; we keep our word and live up to
our responsibility. Our stance and our values must also
guide our path into a successful and liveable future - this
is important to us. Therefore, we interweave our ecologi-
cal and social responsibility with our corporate decisions
more consistently than ever.

This is the starting point for our Integrated Sustainable
Business Strategy. It anchors sustainability and the par-
ticipation of our material stakeholder groups as early on
as in the development of our products and setting up of
our supply chains, in our marketing and sales activities,
in our services, in digital networking with our business
partners, and in the planning of revenues and profit. For
2022 t0 2030, it lays down the framework for our actions
(see “Corporate Compass” diagram on p. 23).

Instead of speakers addressing participants from the front,

people interacted with each other, working together collabora-
tively in the workshops.

Carmen Kroll and Thomas Miiller invite

everyone to be open, to think big, to break
new ground and to have fun in the process.

THE PRESENT AND THE FUTURE ARE
A COMMUNITY RESPONSIBILITY

From August 2020 to December 2021, we developed
our new strategy and already started carrying it out.
During that process, we integrated all employees, across
all functions and hierarchical levels, many of our dealers,
all production partners and the knowledge, creativity
and advice from additional external stakeholders from
science, politics, business, consultancy, civil society and
trade unions. We have deliberately decided on a participa-
tive strategy process and left appropriate room for the
dialogue and friction that arise whenever different per-
spectives are brought together not only for a common
good, but most importantly to do what is right.

At the same time, we’ve used the collaborative process
to adjust our organisational structures and internal
cooperation and bring about the conditions for resilient,
integrated action and decision making:

o HAKRO Integrated Sustainable Management Report 2022 19



SOCIAL AND ECOLOGICAL EFFECTS OF THE TEXTILE INDUSTRY

The context within which we move

> 300 Mio.

workers work in the textile industry worldwide

0.6%

is the percentage of worldwide pur-

chasing volume represented by the 0
garment industry. The negative environ-
mental effects are much higher: 0

1 (y of worldwide greenhouse of them are women
> 0 gasemissions are attribut-

able to the sector

1 1 0/ of global water with-
. 0 drawal for growing cotton

and dyeing

5 (y of worldwide chemical is their overall risk of being a victim of violations of
0 use for textile production social standards in textile production while they are
manufacturing our clothes:

forced labour and child labour
restricted freedom of association and
collective bargaining
no payment of living wages
6 (y of the annual amount extremely long working hours
0 of pesticides sold for lack of work safety with sometimes fatal
growing cotton occupational accidents

amount of fertiliser for
growing textile fibres

4(y of the entire annual > gender discrimination
9
0 >

[ Source: Federal Environmental Agency 2021 “Clothes with a catch. Case study on global environmental claims through the
manufacturing of our clothing” ]




Our Integrated Sustainable Business Strategy

> In July 2021, we introduced the HAKRO LAB (labo-
ratory), a body including all department managers to
prepare management decisions of great strategic impor-
tance and relevance for the contact points. By doing so,
we’re strengthening the agile principles of co-determina-
tion and interdepartmental work. At the same time, the
LAB supports our management team in realising strategic
responsibility and releasing it from operational responsi-
bility.

> Since January 2022, we’ve also been strengthen-
ing the networking of our teams step by step by appoint-
ing sustainability officers in all divisions.

-> Our “Impact, Responsibility & Innovation”
department (IRI) acts as an in-house corporate consul-
tancy to carry the knowledge of environmental
protection and social responsibility into the LAB and
the departments’ teams, wherever SRI does not carry
out the decisions itself.

@ For our organisational structures,
see also the “Company Management &
Dialogue” chapter starting on p. 46.

Whether embroiderers, printers or technical dealers - our
dealers are at least as colourful as the HAKRO Team. We also
invited around 20 of them to workshops. This means our strategy
also takes their ideas and wishes into account.

Collaboratingin an agile and cross-divisional way, finding ideas

together, launching projects and co-entrepreneurially preparing
management decisions for the management team to take -
the HAKRO LAB.

MAKING THE MOST OF
OPPORTUNITIES

The starting point for our strategic reorientation was a
results analysis of our previous sustainability management.
At the same time, we’ve thoroughly explored current and
future opportunities and risks for our company to set the
right course for our business model.

The textile industry entails various risks for the environ-
ment and for people (see also p.63 and the graphic on
p.20). In addition, there are corporate risks, including
those caused by the increasing legal regulation of sus-
tainability in business processes, possible loss of repu-
tation due to poor sustainability performance, changing
customer needs (especially due to digitalisation and the
pandemic), competitive pressure and supply chain insta-
bility through globalisation crises.

This is in contrast with numerous opportunities and room
for creativity: by being a pioneer and trendsetter, by be-
ing a leader in sustainability in products and the supply
chain, through organisational transformation and agile
decision mechanisms, and through strategic, integrat-
ed corporate communication and an attractive employer
brand.

o HAKRO Integrated Sustainable Management Report 2022 21



Our motivation

HAKRO CORPORATE COMPASS

The Corporate Compass is the documented result of
our strategy process and our instrument for consistent
operationalisation of the Integrated Sustainable Business
Strategy.

With the five elements of our Corporate Compass, we’re
laying a binding framework for our actions:

The Management Agenda explains the back-
ground for developing the strategy and tasks our
employees with implementing the strategy and,
if needed, contributing to its further develop-
ment.

@ The Kroll family manifesto reaffirms the values
that have always carried HAKRO.

@ The superordinate references list all interna-

tional, European, national and institutional
guidelines and directives on how companies
can take ecological and social responsibility,
and we are committed to complying with them.
These and the entire Corporate Compass text
are available in the download section at
www.hakro.com.

Our focus is on working conditions in the global supply
chains and the protection of human rights. These include
Fair Wear’s Code of Labour Practices (CoLP), the core
labour standards of the International Labour Organiza-
tion (ILO), the Universal Declaration of Human Rights of
the United Nations (UN) and the UN Guiding Principles on
Business and Human Rights. This is because our success
is mostly based on the work performed by people and
organisations that do business outside our corporate site
in Schrozberg, Baden-Wiirttemberg. An additional focal
point is climate protection, particularly based on the
Paris Agreement.

@ With our corporate vision, interdivisional
missions related to fields of action and appro-
priate SMART objectives, we’re translating our
Integrated Sustainable Business Strategy into

an ambitious action plan for 2022 to 2030.

@ With our Code of Conduct, we’ve established

expectations for how our employees should
interact with each other and towards our exter-
nal stakeholders.

These are as helpful as they are neccessary, because with
increasing legal regulation, including of our business
processes, and the transfer of responsibility to our
employees, decisions become ever more complex.

All employees know our shared strategy, and each con-
tributes in their respective area of responsibility and
tasks to implementing it and, if necessary, developing it
further.

o HAKRO Integrated Sustainable Management Report 2022 22
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HAKRO Corporate Compass

HAKRO CORPORATE COMPASS

Our central management tool

We’ve documented our new business strategy for all employees.
This is to make sure we don’t lose sight of our common objective.

A major undertaking

Based onaclear,
shared understanding

Fixed guidelines
for decisions and
collaboration

HAKRO VISION
2030

Operationalisation
ofthevisionasa
concrete roadmap

The Kroll family manifesto
incorporates our values
and our brand promise.

As a foundation of
continuity amid change.

International, European,

national and institutional regulations
with which we comply

(human rights, labour standards,

External guidelines Our

The Management Agenda
defines a binding order for
action made to all employees.

Our Code of Conduct lays down
binding rules for interacting
with each other and with our
stakeholders.

Internal organisation in the
HAKRO LAB (Laboratory)

for shared decision-making.
Through this, we dismantle
hierarchies and build up rich
perspectives and interface
competencies.

)

climate protection, anti-corruption) and directives collaboration N
%
. ; Structured : Path to the : Measurable
Four fields of action, — : . . :
i framework : vision : performance

with which we give our

- Objectives by 2030.
Ambitious and verifiable.

roadmap a structure L PP

THE WORDING OF THE ENTIRE DOCUMENT CAN BE DOWNLOADED AT
www.hakro.com (section: downloads)

o HAKRO Integrated Sustainable Management Report 2022
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Missions that put the
path to the vision into
concrete terms
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Our motivation

FIRST!
HAKRO HAS PLANS.

o HAKRO Integrated Sustainable Management Report 2022
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First!

Being the first doesn’t necessarily mean being the fastest. For us, it primarily
means being the best. Anyone who wants to achieve that needs to lead

the way. And anyone who does that cannot avoid “first times”. Because it takes
courage to dare to do new things without an instruction manual.

FIRST TIME

VISION

The textile industry is described as “one of the
most polluting industries in the world”, particu-
larly by critical stakeholder groups. What is
certain is that hardly any other branch of industry
needs to overcome such far-reaching environmen-
tal and social challenges in complex global supply
chains (see also p. 20). This requires solutions that
in some cases don’t even exist yet. We’re not the
first to have recognised this - calls for a compre-
hensive transformation of the business are loud
and constant.But, for the first time, our ambition
is truly bold: to become the leading integrated
sustainable company in our industry. We won’t
settle for anything less than that.

: “Sustainability is not a trend. It’s a part
of the garment industry that’s here to stay.
We cannot and must not avoid dealing with it.”

Carmen Kroll, Thomas Miiller and Danny Jiingling
HAKRO Management Team

HAKRO Integrated Sustainable Management Report 2022

FIRST TIME

PARTICIPATION

This isn’t exactly a first time for us - our employ-
ees have always helped shape HAKRO. But now
we’re breaking new ground in the way that we’re
doing it. We’re dismantling hierarchies and making
strategic decisions together. That takes practice
and creates friction. But we’re all warming our-
selves at this fire, because it keeps us alive and
connected.

Q “What was special about the Team Work-
shops 2030 was that every single employee had
a say. This means our business strategy is made
up of all our diverse HAKRO voices, thoughts,
ideas and visions. Together, we put dreams

into words and set these down on paper as our
shared objective at HAKRO. It binds us together
and brings us a little closer as a team.”

Jasmin Zink
Customer Relations & Service
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Our motivation

FIRST TIME

THE WISDOM
OF CROWDS

“Ask eight people, get ten opinions™, it is easy to
laugh. Indeed, at times it was exhausting to allow
many perspectives on our strategy process from
many people and many stakeholder groups. And
it was new for us. And yet, when you take more
points of view into account than before, the deci-
sive ones are often hidden among them. This is be-
cause staying as smart as you were before doesn’t
need a new strategy.

Q “The workshop gave us a forward-looking
perspective on absolutely crucial topics that’ll
affect all of us: perspective to see that the
terms ‘textiles’ and ‘sustainability’ don’t have
to be mutually exclusive. We retailers have
taken many positive impressions, and many
responsibilities, home with us - for we still have
a long way to go together.”

Marc Rosler
Managing Director of HESKO Arbeitsschutz GmbH

: : “Sustainability is still ignored in the
corporate fashion sector: it always has to

compete with low prices. My vision is to place
environmental aspects and product quality

at the top. And our customers in the industry
expect us to take this step. HAKRO is concerned
about the future and supports us as a partner
by holding these strategy workshops. I’d like to
continue this format for the positive future of
our planet and our business.”

Dieter Jacob
Managing Director of TEXTILES

FIRST TIME

FAIRWEAR

In April 2022, we successfully completed our
first Brand Performance Check and were able to
achieve the status “good” with Fair Wear straight
away. We’re delighted about this, especially
because due to the pandemic we were unable to
carry out some of the planned audits at our
factories.

Q “In the first year, HAKRO performed well
and laid a strong foundation. We’re pleased to
see that HAKRO works so closely together with
Olymp, another Fair Wear member, and main-
tains strong partnerships with its production
partners. We look forward to the progress and
development towards living wages.”

Wilco van Bokhorst
Fair Wear Foundation Auditor
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HAKRO FIELDS OF ACTION AND MATERIAL TOPICS

The missions and objectives it will take to imple-
ment our vision encompass four fields of action.
We’ve restructured these compared to our
sustainability strategy “Wirkstoff 2017-2022” in
order to optimise the cross-divisional handling of
complex topics along the value chain that involve
multiple points of contact. To this end, we also
included our Marketing & Sales, Digitalisation &
Controlling and strategically particularly important
management topics from the Human Resources &
Diversity department in the field of action Company
Management & Dialogue.

The sustainability topics that are material to us are
allocated to our fields of action. The topics we

define as material are those that address challeng-
es for the environment and people along our entire

COMPANY MANAGEMENT & DIALOGUE

Corporate values

KPI Controlling

Compliance

Digitalisation along the whole value chain
Leadership culture

Sales/competitiveness and future viability
Dialogue with all our stakeholders

Brand and corporate reputation/communication
Memberships and certifications (company level)
Not-for-profit activities

SUPPLY CHAIN & PRODUCTS

N 2 2R 2 R R N N AN 2

Labour and human rights in the global supply chains
Sustainability design of products and processes
(environmentally friendly and humane)

Closing the loop for products

Product climate neutrality

Product and process innovations

value chain and provide levers for positive change,
as well as those that entail opportunities and risks
for our business model and strategy. See also the
diagram of our value chain on p. 28/29.

We already defined the material sustainability
impact of our business activities in 2016 as part of
developing the sustainability strategy “Wirkstoff”.
Then as now, we incorporated the expertise from
politics, academia, business, consultancy, civil
society and trade unions. We regularly review our
priorities at all stages of our value process.
Opportunities and risks for HAKRO’s business
activities were recently analysed with internal and
external stakeholder groups while developing the
Integrated Sustainable Business Strategy from
August 2020 to December 2021.

- Supplier management
- Product chain certifications
- Environmental management
(chemicals, emissions, (waste) water, waste)

TEAM & DIVERSITY

Corporate culture based on values

Participation and self-organisation
Anti-discrimination and inclusion

Employee health

Family-friendliness

Staff development (encouragement and challenge)
Employer branding

SITE & RESOURCES

R N N N R N

- Climate-neutral site
- Resource- and biodiversity-friendly processes
- Site concept




Our motivation

THE HAKRO VALUE CHAIN

Thinking and acting in an integrated way means keeping an eye on everything. For us, responsibility

therefore means knowing the challenges and interdependencies in the garment value chain and using our
leverage to shape the situation - for premium quality corporate wear produced in an environmentally

friendly and socially fair manner.

-
CHALLENGES
- Biodiversity/monoculture
- Deforestation/land consumption - Micropastic pollution
- Water consumption + Mulesing (Merino)
- Genetically modified organisms (GMO) - Fair/living wages
- Use of pesticides/herbicides/ - Child labour

chemicals - Occupational health & safety

- Fossil fuel extraction

- Crude oil extraction

A\

01 TEXTILEFI

GOTS | GRS | CmiA | C2C | GK | CO,¥

N
D |67.9%

Cotton [~ > Cottonfield ——
@ | 30%

Ginning

Fossil fuels

synthetic fibre | Wood/pulp |

VataX
P |<1%

Merino wool | of Merino sheep ﬁ wool

pulp

Share of fibres in the entire collection in %

. (petroleum, :
Synthetic fibres natural gas, coal) Granulate
é | 2%
Cellulosic Processed

Sheared wool Processed

Note: This graphic shows a simplified process. Fibres can

become mixed during spinning, knitting or weaving and during

manufacturing. In addition, there are supplied products such

as buttons, zips, applications and sewing thread added in the
“textile production” stage.

|11l Dashed lines represent the stages of the value chain that
we’re trying to close by building circular economic systems.

CHALLENGES
- Lack of return and recycling structures/ /i?
lack of volume &6\
« Quality loss through recycling t?é\
- Downcycling loo
- Separation by type for mechanical recycling \S:j
- Separation of buttons, zips, applications
- Rebound effects through chemical recycling procedures

Disposal
through customers
CO2v

»
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Value chain

05 Cutting and Tailoring K

GOTS | GRS | C2C | FW | GB | CO2¥

04 Dyeing

GOTS | GRS | C2C | CO2¥

03 Knitting/weaving
GOTS | GRS | C2C | CO2v

Spinning (dry, wet /
melt spinning procedures)

GOTS | GRS | CmiA | C2C | CO2¥

Chemical or
mechanical recycling

Returns from retailers
through HAKRO/sorting facility

Returns from customers
through retailers

T e

13 (end customer)

12

2% Customer-specific

(CHALLENGES ) CURRENT STANDARDS AND CERTIFICATIONS
- Fair/living wages USED BY HAKRO
- Working time/overtime
- Freedom of association and collec- C2C Cradle2Cradle
tive bargaining CmiA Cotton made in Africa
qj: - Occupational health & safety/ CO2¢ Climate-neutrality
fire and building safety FW  Fair Wear
. - Forced labour/discrimination/ GB Green Button
06 ManUfaCturmg sexual harassment GOTS Global Organic Textile Standard
GOTS | GRS | C2C | FW | OETx | GB | CO2+ | - Child labour GRS  Global Recycled Standard
- Energy consumption/CO, emissions OETx Standard 100 BY OEKO-TEX®
- Chemicals IS0 1SO 9001/1SO 14001
- Water/sewage
S Textile waste

@ Quality inspection
07 offinished products

CHALLENGES

- Greenhouse gas emis-
sions (car/airplane/ship)

- Packaging materials
(cardboard/plastic)

- Working conditions

- Forced labour

AT
08 Transport
CO2¥

Receipt of goods
09 + quality control
GOTS | GRS | CmiA | C2C | FW | GB | OETx

=

ISO | CO2¢
Order picking

@E 10 + packaging

GOTS | GRS | CmiA | C2C | FW | GB | OETx

ISO | CO2¢

CHALLENGES
- Occupational health &

L. . safety
= Shipping preparation . Diversity
c% 11 +transport - Biodiversity
« Energy consumption/
CO24 CO2 emissions

- Packaging materials
(cardboard/plastic)

garmentfinishing

5'/5267

\

CHALLENGES

little chance of influence on/

lack of measurability of

« The customers’ disposal decisions

- Greenhouse gas emissions
(thermal recycling)

« Waste in landfills

GOTS | GRS | c2C
(if dealers certified)

CHALLENGES

little chance of influence on/lack of

measurability of

- Garment finishing
(printing/embroidery)

- Water and energy consumption

- Shipping to end customers

- Type of use and maintenance

« Useful life

- Microplastic pollution

29
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Our results

OUR
RESULTS

We are taking stock. About what we have achieved. About what’s
easy and what’s difficult. About our business development as
well as five years of the “Wirkstoff” sustainability strategy and
what we’ve learned from it.

HAKRO is successful. Our ambitions are growing. Not only is our business growing, so is our headcount.
Objectives and roadmaps are one thing, proven results another. That’s what this chapter is about - because a lot
has happened since our Sustainability Report 2019.

The most important result for us is the Integrated Sustainable Business Strategy for 2022-2030, which will help us

shape our company's future. It unites all our experiences and learning processes, which there have been
so many of in the last few years.
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HAKRO’s development

HAKRO IS IN MOTION

We have changed on many levels in the three years we report on here.
Often in leaps and bounds.

Schrozberg site concept including
HAKRO showroom, modular rack
system for dealers

Climate neutrality
of site and collection

180
employees

Start of the
digital
transformation

revenue of
€93.4mMm

Integrated Sustainable
Business Strategy

Fair Wear membership for 2022 to 2030
and HAKRO’s own -7 S
iMPACT Program social 7 N
audit system e : .
, Separate N
,/ Digitalisation sustainability AN

plan strategy

I Climate-neutral revenue of \
€92.5m

BSCI
\ social audits

175
employees /

Traditional
sales
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Our results

HAKRO is in the thick of a strategy change. In the past two years,

we have continuously looked ahead and set ourselves ambitious objectives
for 2030. Now we want to look back on what we have achieved and assess
our economic success and sustainability achievements.

The coronavirus pandemic has led to one of the most
severe recessions of the post-war era. With the end
of acute government measures to contain the virus,
although a rapid recovery set in, the continuing high
infection rates show how fragile the situation remains -
for the overall economy, for our industry and for us as
HAKRO. The situation is also fragile because changes in
the course of the pandemic, for instance changes in in-
dividual behaviour, may have a long-term impact on the
economy as a result of changed consumer preferences or
new general conditions.

In 2020, the subsector of work- and corporate

@ wear in Germany was less impacted by the Prior to the pandemic, the German economy had already
consequences of the pandemic than the textile been facing a variety of long-term changes. Structural
and garment sectors. In 2021, all sectors change - triggered by technological progress, de-
recovered: garments, work- and corporate wear mographic change and the transformation towards a
moderately, textiles significantly. The Ukraine climate-neutral economy - is a major challenge, but at the
crisis entails additional risks for the economic same time offers opportunities to us and others.’

development of all industries.

1See German Council of Economic Experts Annual Economic Report

2020/2021
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Industry trends

DEVELOPMENT OF THE GERMAN TEXTILE AND

GARMENT INDUSTRY

D@ REVENUE
Significant 11.4% decrease in the textile
and garment industry compared with 2019

of which up to -45% in the 1st lockdown in 2020
of which garments -19%

of which textiles -6.7%

of which work- and corporate wear -2.9%

9
9
9
9
Z}/?/ EMPLOYMENT

-5.8% in the textile and garment
industry on average for the year

>  ofwhich textiles -4.4%
>  ofwhichgarments -8.7%

@ IMPORTS

+5.9% compared with 2019
for textiles and garments

-  ofwhich textiles +48.9%
(particularly through importing face masks and
material for manufacturing them from Asia)

-  ofwhich garments -7.9%

il

REVENUE

+5.5% compared with the Covid year of
2020 in the textile and garment industry

(despite revenue weakness in the autumn)

of which garments +3.0%

(below pre-coronavirus revenues)

of which textiles +6.9%

(only just below pre-Covid revenues)

of which work- and corporate wear +1.3%
(with a rising trend)

EMPLOYMENT

-4.3% in the textile and garment
industry on average for the year

of which textiles -3.3%
of which garments -6.5%
slowing of the job cuts
at the end of the year

IMPORTS

-4% compared with 2020
for textiles and garments

of which textiles -24.8%
of which garments +7%
continuing high level of imports of face masks

The consequences of the Russian invasion of Ukraine for the development of the economy and particularly
the textile and garment industry in 2022 and beyond cannot yet be predicted. Ever-increasing costs for raw
materials, energy and transport, disrupted supply chains, extremely high logistics costs and changed policy
and consumption patterns are seen as the biggest risks for the industry.>

2See Gesamtverband der deutschen Textil- und Modeindustrie e. V., Konjunktur 02.2021and 02.2022
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Our results

HAKRO’s business
development

FINANCIALYEAR 2020

The coronavirus pandemic had a major influence on
our company’s revenue and business performance in
financial year 2020. It also showed how important firm
partnerships along entire supply chains are: only through
collaboration with our production partners in a spirit of
trust and through their flexibility even in a crisis situation
was HAKRO GmbH able to come through the first year of
the coronavirus reasonably unscathed, together with our
production partners, their workers and our employees.

Although lockdowns at our production partners’ loca-
tions led to production downtime and thus decreased or
delayed deliveries of clothing, it was possible to at least
partially compensate for these by switching to the pro-
duction of face masks.

Together with our production partners,

@ their workers and our employees,
we succeeded in coming through the first year
of the coronavirus reasonably unscathed.

The switch to producing face masks in any case meant
that there was no serious adverse impact on the employ-
ment situation at the factories because their capacity
was utilised. To this end, the HAKRO management team
was in continuous dialogue with our production partners
(see also the “Supply Chains & Products” chapter, p.56).

Our NOS range and well-managed inventories meant we
were always able to supply our dealers in almost all
segments in 2020 despite lockdowns at the factories.

However, significantly lower demand for corporate wear
at our dealers due to Covid-19 led to a 6.4% decrease in
revenue - although this is compared with the strongest
revenue to date in the company’s history in 2019.

@ Our NOS range and well-managed inventories

meant we were always able to supply our
dealers in almost all segments in 2020 despite
lockdowns at the factories.

Compared with 2018 revenue, the revenue in 2020 still
represented a decrease of 1.9% but was therefore with-
in the range of average market development in 2020 for
work- and corporate wear. Compared with the revenue
development in the German clothing trade overall, the
decrease in revenue for both key figures is still moderate.

Despite the considerably lower demand for corporate
wear, we did not at any point cancel orders we had al-
ready placed with our production partners. For more
details on the workplace situation and dealing with our
employees, see the “Team & Diversity” chapter, p. 92.

We increased HAKRO GmbH’s equity even further to im-
prove our creditworthiness and liquidity and to hedge
current and future business risks. The equity ratio in
2020 was a risk-resilient 85% (2019: 75.6%), as far as the
risks due to the pandemic and geopolitical situation can
be assessed.

We have a comparatively high equity ratio,

@ not exclusively but for the most part to hedge
the business risks from the pandemic and
geopolitical situation, which are currently almost
impossible to calculate.
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Business development

FINANCIAL YEAR 2021

We will only be able to provide detailed information
on financial year 2021 in the next Integrated Sustainable
Management Report after all the final figures have been
audited. HAKRO GmbH’s already audited revenue for 2021
is7.9% above the coronavirus year of 2020 and signifi-
cantly exceeds the revenue development of the garment
industry in Germany. The revenue for work- and corpo-
rate wear exceeds it very significantly. It follows on from
our pre-coronavirus revenue of 2019.

With our revenue in financial year 2021,

@ we can follow on from our pre-Covid
revenue in 2019. It significantly exceeds
the revenue development in the garment
industry in Germany.

The again very good situation with largely undisrupted
manufacturing and supply by our production partners
and delivery to our dealers reinforces our expectations.
In addition, our dealers continuously acquired new cus-
tomers for HAKRO. In this respect too, the fact that we
are also able to deliver with our NOS range at any time,
even immediately after hard crises differentiates us from
the competition and is paying off. The positive develop-
ment overall continues with regard to the first quarter of
2022.

We now need to further expand our relationships with our
existing and new customers and inspire them with our
integrated sustainable business approach. We are driven
by confidence that the coronavirus pandemic will
remain manageable and the political and humanitarian
crisis caused by the Russian invasion of Ukraine will be
ended as soon as possible through peace negotiations.

CONCLUSION FROM FIVE YEARS
OF THE “WIRKSTOFF”
SUSTAINABILITY STRATEGY

In 2017, we defined our sustainability visions, missions
and objectives until 2022 with our “Wirkstoff” sustaina-
bility strategy. The most important levers today are still
the topics of Company Management & Dialogue, Supply
Chains & Products, Team & Diversity and Site & Resources,
which we put into the four fields of action with the Inte-
grated Sustainable Business Strategy until 2030.

In terms of implementing our objectives, we have
achieved a lot in the past few years. We have made very
good progress on climate management at the site, trans-
port processes and the products themselves. The same
applies to our products’ recyclability. Our employees are
getting enthusiastically involved in the topic of sustaina-
bility in diverse ways.

Material measures and milestones of recent times, such
as joining Fair Wear and the development of HAKRO’s own
iMPACT Program social monitoring system for the contin-
uous improvement of working conditions at our direct
production partners, are a systematic further develop-
ment of the fundamentals, principles and objectives that
we established with the “Wirkstoff” strategy.

Here and there, we also came up against limits, had
to take a different route or simply failed (see also the
interview p. 36 for our learning curve). A key insight from
the “Wirkstoff” cycle for our whole business model is that
sustainability cannot be effectively implemented in a silo.
Therefore, instead of drawing up another sustainability
strategy, we came up with what for us belongstogether, and
developed an Integrated Sustainable Business Strategy
for the 2022-2030 cycle.
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Our results

HAKRO LEARNS.

Because responsibility has consequences.

Conflicting objectives belong to sustainability like shadows to light.
What sounds obvious is in practice a challenge without an instruction manual.
In this interview, Anna Riichardt and Jochen Schmidt report about tough

nuts to crack, resounding failures - and how to stay patient.

Jochen, together with Anna you
head the “Impact, Responsibility
& Innovation” department, and
the two of you are responsible for
implementing the Fair Wear re-
quirements for the highest social
standards in the textiles supply
chain. When you look back, what
would you do differently today?

JS — We've already done one thing
very differently. We more or less
thought out the “Wirkstoff” sustain-
ability strategy in isolation. Although
this was quick, it caught up with us
later - because we hadn’t involved
our external stakeholders at all and
had only involved selected internal
stakeholders. And major objectives
can’t be implemented by a very small
group of people. That was one of the
reasons why we deliberately devel-
oped our Integrated Sustainable
Business Strategy using a participa-
tory process.

AR — A transformation like this
needs participation, and that in turn
takes time, patience - and some-
times also nerve. That was one of the
most important things we learnt,
which we’ll hold on to: that we our-
selves will practise a less-linear
thinking, that we’ll give ourselves
time for detours and for ideas and
developments that only arise from
dialogue with others. On a day-to-
day basis, we've always been working
like this together with our production
partners. Of course compliance with
high social and environmental stand-
ards in production is very important
to us, but the key to achieving this is
never just in the hands of our produc-
tion partners, but equally our own.
The route to continuous improve-
ment is thus quite clearly through
dialogue, through collaboration in a
strong partnership that builds on
esteem, and through taking account
of the real local circumstances - and
of course our partners know those
significantly better than us.

JS — One of our great challenges in
the past few years has been increas-
ing the share of sustainable cotton
inour product range. That really
hasn’t been so easy in the face of in-
creasing demand and the significant
shortage of organic cotton on the
global market - not least because
our very high quality standards
mean that of course we aren’t satis-
fied with any old raw material either.
We have definitely sometimes been
frustrated because our sustainabili-
ty goals seemed unachievable.

AR — And yet this experience also
brought us greater clarity about
what the HAKRO path to increasingly
sustainable design of our product
portfolio can look like. Our extreme-
ly high requirements and quality
standards for the functionality and
long life of corporate wear mean we
already have a clear head start in
terms of sustainability as a result of
our business model - but also signif-
icantly more conflicting objectives
than others. This in turn encourages
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Conclusion from the “Wirkstoff” sustainability strategy

HIKRD

our will to innovate. That is why we
also set ourselves major long-term
objectives regarding product sus-
tainability (see key objectives start-
ing on p.114).

JS — Speaking of goals - some of
our previous ones were too generic
and not measurable enough in the
“Wirkstoff” strategy. Our definition of
done wasn’t always clear - and of
course that can be demotivating
when you’re implementing them
because you can’t see the finish line.
That’s why we've invested a lot of
energy and have defined SMART
goals throughout in our Integrated
Sustainable Business Strategy. Inci-
dentally, we also make these trans-

« e e . parent on our website.
@ As long as sustainability is understood as more

than compliance with a few minimum criteria,
sustainability is in fact work. A lifelong process,
which sometimes brings joy and sometimes hurts.
And yet there’s simply no way around it.”

Anna Riichardt and Jochen Schmidt are joint heads of the
Impact, Responsibility & Innovation” department

o HAKRO Integrated Sustainable Management Report 2022 37



Our results

COMPANY MANAGEMENT & DIALOGUE

Results at a glance

Together into the future.

We developed our Integrated Sustainable Business
Strategy for 2022-2030 in 2020 and 2021 together
with our most important stakeholders.

HAKRO LAB.

Our agile, networked body made up of all the
heads of department promotes dialogue and the
delegation of responsibility.

HAKRO Corporate Compass.

Our key management tool for operationalisation
of the Integrated Sustainable Business Strategy

O The Management Agenda as a mission
O (Inter)national and institutional guidelines and directives
as a guide for orientation
O The Kroll family manifesto as an affirmation of HAKRO’s values
O Vision, missions and objectives as a roadmap
O The HAKRO Code of Conduct as rules for our employees’ conduct
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Company Management & Dialogue field of action

2021 REVENUE

€933 9 7 million
+ £.9% comparec

with 2020

» Work- and corporate wear
industry in Germany: +1.3%

DIGITALISATION

O Internal workshops on change management
and digitalisation

O Provision of digital infrastructure

O Software-supported goods receipt
notifications

O Stock management system (SMS) and
managed replenishment

O Inventory process using in-house
software tool

O Data management system (DMS)
for automated invoice processing (BeeSNES)

O HAKRO Connect for connecting dealers
to new data interface

EXCELLENT!

In 2021, we received the Neumarkter Lammsbrau
Award for Sustainability in the “family-run
company” category. Among other things, we were
praised for our attitude towards change and making
afresh start.

NOT-FOR-PROFIT
ACTIVITIES

Confirmation of the fundamental direction through
analysis of the strengths and weaknesses

of the past activities of HAKRO and its Harry Kroll
Foundation

HAKRO donations in 2021

» TOTAL DONATIONS
by HAKRO to the Harry Kroll Foundation

€70,000

» TOTAL DONATIONS
by others to the Harry Kroll Foundation

€17,300

» TOTAL DONATIONS
by HAKRO for projects outside of the
Harry Kroll Foundation

€33,190

» HAKRO CLOTHES DONATIONS

22,000 items

» FUNDING PROVIDED BY THE
Harry Kroll Foundation
to “Kleeblatt” projects

€24,900

» FUNDING PROVIDED BY THE
Harry Kroll Foundation
to other projects

€47,/00

[> We report on backgrounds and measures in the field
of action chapter starting on p. 46.]
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Our results

SUPPLY CHAINS & PRODUCTS

Results at a glance

SUPPLY CHAINS

Joining Fair Wear IMPACT Program

lifedors, Development of our new social monitoring system
We successfully completed

our first Brand Performance We already audited around 80%

Check in April 2022. We of our production volume (in euros)

achieved the “Good” status in accordance with the new iMPACT

straight away. At 60 points, Program in 2021.1

our performance is far above
the 30 points required for
membership in the first year.

In 2021, an initial survey of the
2 0 2 1 wage ladder - the living wage
gap - was conducted for five of

seven production countries

1Difference from 100% is due to pandemic-related lockdowns, which is why we had
to postpone audits until 2022 in some production countries.

IMPACT Barcamp in 2021

Our new dialogue format for networking and
knowledge transfer to promote a sustainable
textile industry has begun.
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PRODUCTS

Green Button

Green Button certification for all
HAKRO models that have a GOTS
or GRS label since 2020

Expansion of
circularity:

We checked all our products for
recyclability together with circu-
lar.fashion in 2020.

Supply Chains & Products field of action

Climate-neutral collection

Our entire collection has been climate neutral
since the beginning of 2022; our company site in
Schrozberg has been climate neutral since 2017.

1007%

Comprehensive risk analysis

Recording and prioritisation of all sector-, country-, product-,
partner- and raw-material-specific risks for corporate due diligence
(human rights due diligence) since 2019

New products

We used recycled materials for the first time
with the ultralight jacket ECO. In 2019 and 2020,
we expanded our range with trousers and
casual blouses and shirts.

[> We report on backgrounds and measures in the field
of action chapter starting on p.56.]
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Our results

TEAM & DIVERSITY

Results at a glance

SATISFACTION

Based on grades that our
employees gave HAKRO in the
category of overall satisfaction
with and at HAKRO in the
internal satisfaction survey in
2021 (where 1 =the highest grade
and 6 = the lowest).

PANDEMIC
Hygiene protocol

Thanks to an extensive hygiene protocol, we made it through
almost scot-free. HAKRO hardly had any cases of Covid-19.1

— Short-time working
;J 11 months of short time working -
for the first time in HAKRO history.

1 And this was in spite of the fact that Schrozberg had the highest rates of infection We topped up the short-time working
in the whole of Germany for some of the first lockdown in 2020. allowance to 80% for everyone.
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Team & Diversity field of action

HAKRO SOCIAL IMPACT ASSESSMENT 2021

Employees (headcount)

» of which full-time

63.3%

» of which part-time

22.2%

» of which marginal
employment (mini job)

13.3%

» of which on parental leave

1.2%

» of which women

65%

» of which
employees with
a handicap

6.1%

Employees in management
positions

15

» of which women

607%

INCLUSION

Thanks to the long-term collaboration with
Sozialtherapeutische Gemeinschaften
Weckelweiler e.V., two employees with handicaps
were already hired directly by HAKRO in 2018

and 2020, thus integrating them directly into the
so-called first job market.

Number of nationalities | New hires

in the team

13

Training hours
per employee

4.3

Employees who left
HAKRO

16

DIVERSITY

Diversity and connection succeed even at a
distance. In 2020, we called on everyone

in Schrozberg to transform the streetsinto a
giant chalk artwork for German Diversity Day.
We were overwhelmed by the many moving
contributions.

[> We report on backgrounds and measures in the field
of action chapter starting on p.92.]
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Our results

SITE & RESOURCES

Results at a glance

ENVIRONMENTAL
MANAGEMENT

HAKRO has been ISO 14001
certified since 2020.

HAKRO
SITE CONCEPT

HAKRO showroom

Our modern combination of product
presentation and multifunctional
New Work workspaces have been

in daily use since 2019 - by HAKRO
internally and for dialogue with our
external stakeholders. This way,
we’re bringing the world a little bit
closer to Schrozberg.

Building management

Completion of the fourth remodelling
phase and expansion by 5,000 m2 of
logistics space and office and social
rooms

HAKRO ENVIRONMENTAL IMPACT
ASSESSMENT 2021

Electricity consumption

354,005

» of which generated by our own photovoltaic system

125,109 kWh

S Electricity purchases
-O- (100% green electricity)

after deduction of our own generation

228,896 kWh

Natural gas for heating

878,008

» of which biogas

10%

Water consumption

1,579
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Site & Resources field of action

Greenhouse gas emissions (CO.e) total for 2021

4,86457t 1

» of which Scope 1

215.54t (4.4%)

» of which Scope 2 3

- 0t(0.0%)
@ » of which Scope 3
. 4,6491(95.6%)

HAKRO’s Schrozberg site has been climate neutral since 2017; as of the start
of 2022, we have additionally made the HAKRO collection climate neutral.

Proportion of vehicles Waste generated in 2021
with combustion engines 2 2 1
in the HAKRO fleet t
(18 vehicles) in 2021 4‘7 ................................. :
0 Recycling rate
in 2021
. . 0
Fuel consumption of company cars in 2021 0

Paper consumption,

2 0 9 6 1 photocopying in 2021
, | 746,850 sheets

[> We report on backgrounds and measures in the field
of action chapter starting on p.102.]
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Company Management & Dialogue

At our home site in Schrozberg, the various aspects of our
Integrated Sustainable Business Strategy come together.
This is where we make decisions about the nature and
future of our company management.

What was once a matter for management, we have now made into a matter for everyone and are working -
consistently using participation - on the many points of intersection between sustainability and the topics of our
departments: Corporate Governance, Product Development & Purchasing, Sales, Customer Relationships,
Marketing & Communication, Digitalisation, Logistics, Bookkeeping and Human Resources Management.

For this, we lay the foundations - not only for our interactions with each other but also for our partnerships and
the communication with our dealers, production partners and other external stakeholders, for our performance
and quality standards. From Schrozberg, we also manage policy and measures in connection with our
not-for-profit activities. In our region specifically, but also elsewhere.
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Impact of our business activities

IMPACT OF OUR INTEGRATED SUSTAINABLE BUSINESS STRATEGY

We have analysed the material impact of our work and activities. In other words, we’ve looked where
we can strengthen what is good and where we can further reduce any negative effects of our activities.

We’re doing this transparently for our four fields of action.

tion of negative

Integrated N
sustainable N
corporate N
and brand N
management

Proven compliance
with the law and \
integrity

3

LA
©
Respect and e
fairness towards \\ a
employees and -
partners (-
[ ]
| =h
=]
'3
Ability to innovate I
through dialogue “ b
and cooperation in , @
the HAKRO network | §
'S
-7
)
;] o
7 / i
Increasein 7, // ,
4
process speed /// 7
] 70 /
and service levels //// //// ,
/
Local, //
regional and /
global )
value creation
through digital

networking along
the value chain

through not-for-profit
social and charitable
activities
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Company Management & Dialogue

OUR VISION

Always one step ahead. We live and safeguard values.

Exemplary. Leading in our sector. Inspirational for all the people

who work for and with us and wear our clothes.

OUR MISSIONS IN THE FIELD OF ACTION

01/

We consistently align the
leadership and management
of our company with our
corporate due diligence.

COMPANY MANAGEMENT & DIALOGUE

02/

We ensure healthy
and moderate growth
and economic success.

03/

We work on (further)
developments and promote
innovation in all areas,
also by engaging with
specialist retailers, non-
governmental organisations,
service providers and
market companions.

04/

Our digital transformation
triggers processes and
structures that improve our
efficiency and help us remain
competitive in the long term.

05/

Our continuous authentic,
honest, transparent and
increasingly digitalised
communication inspires
enthusiasm for the sustaina-
ble HAKRO brand on target
group-specific, contemporary
and attention-grabbing
channels, both internally and
externally, and promotes
stakeholder dialogue.

06/

Beyond our business
activities, we are committed
to charitable causes locally,
regionally and globally.
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Collaboration

HAKRO is repositioning itself: we’re systematically integrating sustainability into

all business processes. Because we’re convinced that this is the only way to mitigate
the further increasing risks for the environment, nature, biodiversity and the

climate as well as for the people in our business environment, while at the same
time strengthening our competitiveness and enabling a significant contribution to

social development overall.

With the Integrated Sustainable Business Strategy for
2022-2030, HAKRO has taken two major steps. Firstly, we
are future-proofing ourselves and making sustainability
a self-evident community task. Secondly, we’re changing
the way we work with each other and with others - it will
include more dialogue, an even greater spirit of partner-
ship, be consistently based on values and involve fixed
guidelines for achieving our corporate vision.

OUR PRINCIPLES
OF COLLABORATION

In our strategy process, we have introduced a model
for collaboration with each other and with external
stakeholders through clear rules on management and
compliance and have stipulated this in the HAKRO
Corporate Compass. You can download the wording of
the HAKRO Corporate Compass on hakro.com and find an
explanation of it in the “Our motivation” chapter, p. 16.

L @@

INTEGRITY

Collaboration concerns the rules for behaving with
integrity, which we have made binding for our employees
with our HAKRO Code of Conduct as part of the Corporate
Compass. We have presented these to our team together
with the Integrated Sustainable Business Strategy and
regularly offer training on these at our HAKRO Academy.
The Code of Conduct is a further development of the
HAKRO Compass of Values from 2016 and goes signifi-
cantly beyond this, particularly with regard to our
compliance requirements.

2.

REGULATIONS

Cooperation furthermore concerns the binding guide-
lines that result for us from international, national or
institutional regulations and to which we are commit-
ted (including the Guiding Principles on Business and
Human Rights of 2011, the United Nations 2030 Agenda
for Sustainable Development of 2015 and the Paris
Climate Agreement of 2015).

3. 1
INTERNAL DECISION-MAKING PATHS

The success of the internal collaboration can be meas-
ured by the quality of the decisions that are made. A new
body, the HAKRO LAB ensures cross-interface and agile
management. It enables, facilitates and accelerates the
implementation of our ambitious objectives in equal
measure. Itis staffed by the HAKRO department managers
and prepares decisions by the management for the
implementation of our strategy. This applies in particular
to complex topics with major strategic relevance for
interfaces and those that require a high amount of coor-
dinated collaboration.

The LAB is supported by an appreciative target agree-
ment system at departmental level, which aims to share
responsibility, leadership and process efficiency, and by
redefining the role of our sustainability experts in the
departments, who, as sustainability officers, are
responsible for integrating sustainability into all depart-
ment topics with interface relevance.
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Company Management & Dialogue

INTEGRATED SUSTAINABLE ORGANISATION

Strategy development and
corporate development

Unit staffed by department heads, which advises
the management team on interface-relevant projects
with particular relevance for corporate strategy and

prepares these until they are ready for decision-making

l
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Governance

INTEGRATED KPI CONTROLLING

We measure our progress verifiably using our Integrat-
ed Sustainable Business Objectives for 2022-2030 and
the key performance indicators they contain (all strategy
objectives are available to download on hakro.com). Our
compact key objectives, including their contribution to
the global Sustainable Development Goals (SDGs) of the
United Nationsare made transparent starting on p. 114.
All our goals are SMART: specific, measurable, achievable,
relevant and time-bound. We monitor our achievement
of the goals on an ongoing basis - at least once a year as
part of monitoring our integrated key figure system.

In addition, we ensure continual improvement of our
fundamental management processes through

our quality management system, which has been
certified to ISO 9001 since 2014,

our environmental management system, which
has been certified to ISO 14001 since 2020, and
a compliance management system, which will be
certified according to 1SO 37301 from 2023.

@ For our objectives in the field of

action Company Management &
Dialogue, see p. 115.

DIGITALISATION

At HAKRO, we don’t see digitalisation as an end in it-
self. It can’t replace personal communication in a highly
participative and partnership-based business strategy -
nor should it. However, it does support us in making both
our internal business processes and collaboration with
our business partners along our clothing value chain yet
more efficient. This means it also helps ensure our com-
petitiveness. The course is set. See also the “Our results”
chapter, p. 30, the “Our motivation” chapter, p.16 and
the “Team & Diversity” chapter, p.92. T

NEUMARKTER LAMMSBRAU AWARD FOR
SUSTAINABILITY 2021

In 2021, we received the Neumarkter Lammsbriu
Award for Sustainability in the “Family-Run Compa-
nies” category. We impressed the panel with our ho-
listic approach. Our pioneering spirit and openness
to change were praised, along with our critical and
analytical view, which is needed to successfully im-
plement sustainability within the company.

MARKETING AND
CORPORATE COMMUNICATION

A strategy and its results should also be visible to
stakeholders. That requires significantly greater effort in
marketing and corporate communication than in the past.
To this end, we have set ourselves appropriately ambi-
tious objectives under the mission: “We use continuous
authentic, honest, transparent and increasingly digital-
ised communication on target-group-specific, modern
and attention-grabbing channels to inspire enthusiasm in
the sustainable brand HAKRO both internally and exter-
nally and promote stakeholder dialogue.*

The publication of our Integrated Sustainable Manage-
ment Report 2022, the Social Report 2022, our Corporate
Compass, our Integrated Sustainable Business Strategy,
our WEWEAR brochure and the new edition of our cata-
logue plus the use of our new showroom, particularly by
our sales staff, means we’re starting 2022 with HAKRO
360° communication.

o HAKRO Integrated Sustainable Management Report 2022 51


http://www.hakro.com

Company Management & Dialogue

HAKRO MAKES DECISIONS.

Change needs certain
conditions to succeed.
Hardly anyone can assess
these as well as Achim
Lohrie, an expertin sus-
tainable clothing with
many years of experience,
who actively supported
HAKRO with the develop-
ment of the Integrated
Sustainable Business
Strategy.

AN INTERVIEW WITH
ACHIM LOHRIE ON
TRANSFORMATION

How do you rank HAKRO within
the industry?

After 30 years of professional experi-
ence as a sustainability manager in
major companies and as a manage-
ment consultant, | can say with
conviction that the sustainable
transformation of our industry will
only succeed if the process is driven
by values. In family companies, that’s
still simpler than it is in listed ones.

Regardless of this, | consider HAKRO
a jewel. When the management
team states with full conviction that:
“fast fashion is no more our business
than revenue and profit at any price.
We think it right that our business

You can’t miss the name Achim Lohrie
when it comes to sustainability in the
garment industry. First in the Otto
Group and then as chief sustainability
advisor to the Tchibo Group, he man-
aged their integrated sustainable
orientation for a long time. The recipi-
ent of the B.A.U.M. Environment Award
in 2014 for outstanding commitment
to environmental protection and
sustainable development by decision-
makers in business, Achim Lohrie has
supported HAKRO in its integrated
sustainable transformation since 2020.

should serve people and not the oth-
er way round,” then the conditions
for the transformation’s success are
not just in place, the company is in
fact already far ahead.

You supported the participatory

strategy process through advice,
coaching and moderating. What

did you focus on?

As we didn’t first need to work out
what significance sustainability has
in the industry and what forms it can

take with HAKRO, | put a lot of energy
into improving internal collaboration
and decision-making processes.
That’s because it’s quicker to get the
strategy onto paper than it is to
implement it. ’'m delighted that an
agile body comprising all the heads
of department has been established
in the form of the HAKRO LAB and
that the management team dele-
gates not just tasks but also respon-
sibility to it. This especially applies
to the strategically relevant interfac-
es between departmental topics and
sustainability.

With all due praise to HAKRO,
what was difficult?

A few things, but that’s part and
parcel of transformation processes.
Over the course of 17 months, we
implemented a comprehensive and
high-quality participatory strategy
process - and did so under condi-
tions that were more difficult due
to the pandemic. That was inspir-
ing, but it was also exhausting. We
couldn’t avoid symptoms of fatigue
along the way. In cases like that,
the consultant then becomes a
motivator.

And of course the decision to adopt
an Integrated Sustainable Business
Strategy is a deliberate change from
what went before and not just part of
the usual continuous improvement
processes. There are also always
worries, concerns and uncertainties
that need to be addressed. And - |
repeat - they are also part and par-
cel of this. A transformation must
reach to the very core, otherwise it
isn’t a transformation.
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Activities

NOT-FOR-PROFIT ACTIVITIES —
HAKRO CARES

At HAKRO, we are deeply committed to not-for-profit
projects - primarily local initiatives near our site or in our
region, but also in our manufacturing countries. We dis-
tinguish between social commitments and charity com-
mitments.

In terms of social commitments, HAKRO is involved
with projects by cooperation partners most of which
contribute regionally towards cohesion in society and
towards social development as a whole. These include
in particular:

Donations by HAKRO to, for example, the
“Ein Herz fiir Kinder” children’s charity (2021)

Donating our employees’ working hours to social
and environmental projects as part of their Team-
Share commitment (paused in 2020 and 2021 due
to the pandemic)

Monetary donations to the Harry Kroll Foundation
and covering its administration expenses

Donation of funds and clothing for humanitarian
disasters and other catastrophes, such as to
“Aktion Deutschland hilft” and to the city of
Erftstadt (to help victims of the German floods
in 2021 and to equip emergency responders with
workwear)

Back in 2013, HAKRO’s trust foundation, the Harry Kroll
Foundation, opened an orphanage in Bangladesh with
residential and childcare places for 25 children in part-
nership with a local foundation. We continue to support
the orphanage to this day.

The Harry Kroll Foundation also champions local,
regional and international charity projects of coopera-
tion partners by donating funds. Its purpose, under its
articles of association, is to support disadvantaged
groups, or groups experiencing adversity, particularly of
children or young people, with an emphasis on education
and personal development, medicine and health.

For HAKRO’s donations in 2021, see

@

The foundation supports smaller projects, funded in part
by (start-up) financing through the dedication of HAKRO
employees, as part of the foundation’s “Aktion Kleeblatt”,
as well as larger, in some cases longer-term, projects
in cooperation with, in particular, the “Hilfe fiir kranke
Kinder” foundation in the University Children’s Hospital
Tiibingen. Almost all of the ten “Kleeblatt” projects and
some of the six further projects supported by the Harry
Kroll Foundation in 2021 directly or indirectly also served
to mitigate the physical or psychological consequences
of the pandemic for children and young people.

the “Results” chapter, p.39.

€

The “Hilfe fiir kranke Kinder” foundation’s “Intensiv Delir
project at the University Children’s Hospital Tiibingen was
the Harry Kroll Foundation’s largest individual funding
projectin 2021, receiving funding of €30,000. It continues
the funding provided in 2017 to 2019 for a gentle video
endoscopy for children and for the paediatric intensive
care unit and paediatric emergency outpatient clinic at
the University Children’s Hospital Tiibingen. The outpa-
tient palliative team is supplied with clothing from HAKRO.

The “Kleeblatt” project in 2021 covered various funding
focuses in line with the purpose of the foundation. These
ranged from recreational and other care options for chil-
dren and young people, including the promotion of sport
through (online) learning programmes, to therapeutic
horse riding, child-friendly HIV education and options for
mitigating psychological consequences of emotional limit
situations in families.
@ Philanthropy made in Schrozberg -

more details about the Harry Kroll Foundation
and its projects can be found on:
- www.harrykroll-foundation.com

Our objective is to double the total volume of monetary
donations and donations in kind to projects by HAKRO
and the Harry Kroll Foundation by 2027.

GLUCK IST TEILBAR.

> HARRY KROLL
« “ FOUNDATION

EINE STIFTUNG VON HAKRO®
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Company Management & Dialogue
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THE HAKRO NETWORK:
It lasts - like our products

IN DIALOGUE — ON PRINCIPLE

In 2016, before creating our first sustainability report
“Wirkstoff”, we systematically took stock of the HAKRO
network for the first time. Since then, we’ve not only
regularly maintained communication with all of our
internal and external stakeholders, we actively seek it
out. Our business model and our success are based on
cooperation and the will of many people to pull together.
In recent years, we’ve gained additional trust in partic-
ipatory processes and learned in even more depth how
much can be done with community,

for example through our strategy process, in which we’ve
incorporated central stakeholder groups from the outset
and to a high degree (see also the “Our motivation” chap-
ter, p.16). Or through the joint development of our iMPACT
Program social monitoring system that we developed in
close collaboration with our market companion OLYMP
and Elevate, one of the world’s leading providers of
sustainability and supply chain services, as well as with
the involvement of experts from Fair Wear (see also the
“Supply Chains & Products” chapter, p. 65). Or through col-
laboration with our production partners, which in some
cases has already lasted decades and was one reason

we were together largely able to manage the challenges
caused by the pandemic (see also the “Supply Chains &
Products” chapter, p. 70).

The key concern that our stakeholder groups had in 2020
and 2021 was largely overcoming the challenges caused
by the pandemic. Due to the lockdowns in the production
countries, we communicated closely with our produc-
tion partners about reduced production capacities, the
ensuing supply bottlenecks and the consequences for
planned audits etc., since on-site visits were no longer
possible (see also p.74 onwards on the existing situation
with the supply chain audits). Some of our retailers had
serious economic problems as a result of the lockdowns
in Germany - and topics such as a decrease in demand
from their commercial and industrial customers and in-
creasing material and transport prices dominated our
conversations.

Inside the HAKRO team, we were kept busy by the first
period of short-time work in company history. Equally,
setting up remote workplaces and working safely in our
logistics centre, which required in-person work through-
out, made it necessary to coordinate many matters inter-
nally and establish new communication channels.

MEMBERSHIPS
AND NETWORKS

Our memberships and networks are another build-
ing block in the dialogue with our external stakeholders.
They guarantee the transfer of existing knowledge on
sustainability to our company, particularly from pol-
iticians and representatives of civil society, trade
unions, academia and business, and vice versa. Valuable
co-creation projects - in some cases also with market
companions - have already arisen from them (see also
the “Supply Chains & Products” chapter, from p. 80).
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Memberships

Memberships and networks
currently at the focus of our
activities:

UNITED NATIONS GLOBAL COMPACT

In 2009, we signed the United Nations Global Com-
pact and thus joined the world’s largest alliance for do-
ing business responsibly. Its ten principles set standards
for respecting human rights and enforcing international
labour principles, for environmental protection, com-
bating child labour and for the prevention of corruption.

FAIR WEAR

Since January 2021, we have been a member of Fair
Wear (see also the “Supply Chains & Products” chapter,
p. 59). As an internationally recognised multi-stakehold-
er initiative, Fair Wear assesses textile companies and
the working conditions in factories in accordance with
Fair Wear’s Code of Labour Practices. An annual Brand
Performance Check reviews our management, our supply
chain monitoring and measures derived from these to en-
sure social justice in production.

GREEN BUTTON

Since 2020, we have been stocking products that
have been awarded the Green Button. As the first gov-
ernment-run certification label, since the end of 2019 the
Green Button, which functions as a meta-label, has been
auditing companies and products using a comprehensive
catalogue of sustainability criteria.

PARTNERSHIP FOR SUSTAINABLE TEXTILES

Since 2015, we have been a member of the partnership
launched by the Federal Ministry for Economic
Cooperation and Development. We pledge to actively
work towards its overarching goals in an implementa-
tion-oriented manner: to improve the social, economic
and environmental conditions along the entire supply
chain of the textile and garment sector.

BANGLADESH ACCORD/INTERNATIONAL
ACCORD FOR HEALTH AND SAFETY IN THE
TEXTILE AND GARMENT INDUSTRY

The Bangladesh Accord was created after the collapse
of the Rana Plaza garment factory in 2013. The agree-
ment between trade unions and global textile companies
ensures the enforcement of fire and safety standards in
Bangladesh. We are supporting this important measure
by signing the first Bangladesh Accord in 2015 and renew-
ing the agreement in 2018 and 2021, accompanied by a
new name and the ambition to expand the Accord to
include additional countries.

DIVERSITY CHARTER

The diversity of our employees and their different skills
and abilities are an important part of the HAKRO corpo-
rate culture. That’s why we signed the Diversity Charter
for Companies in Germany in 2015. Under the motto of

“diversity as opportunity”, this initiative advocates for the
recognition, appreciation and involvement of all employ-
ees, irrespective of their gender, nationality, ethnic origin,
religion, world view, physical and mental abilities, age,
sexual orientation or identity.

Other memberships
and networks:

« Fashion Industry Charter for Climate Action
« MaxTex - Network fiir Sustainable Textiles

« B.A.U.M.e.V.

- Development and Climate Alliance
+ Modell Hohenlohe

- Erfolgsfaktor Familie

+ NETZWERK Unternehmen
integrieren Fliichtlinge

Die Familienunternehmer

- Association of German Foundations
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Supply Chains & Products

SUPPLY
CHAINS &
PRODUCTS

The HAKRO transformation is most noticeable in our core
business - in our collaboration with our production partners
and in our products: by 2030 at the latest, we want to be

the leading integrated sustainable supplier of corporate wear.

Key steps included our “Green Button” certification in 2019 and joining Fair Wear in 2021. The next step was the
development of our iIMPACT Program social monitoring programme for better insights into the conditions in HAKRO’s
supply chains. The first successes of our Integrated Sustainable Business Strategy will be palpable with the

new collection in autumn 2022.

Our entire collection is already climate-neutral today. And numerous additional milestones will follow by 2030:

from the circularity of all new products to Fair Wear Leader status to the use of 100% certified sustainable materials,
we still have quite a few things planned.
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Impact of our business activities

IMPACT OF OUR INTEGRATED SUSTAINABLE BUSINESS STRATEGY

We have analysed the material impact of our work and activities. In other words, we’ve looked where
we can strengthen what is good and where we can further reduce any negative effects of our activities.
We’re doing this transparently for our four fields of action.
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Supply Chains & Products

OUR VISION

Always one step ahead. We live and safeguard values.

Exemplary. Leading in our sector. Inspirational for all the people

who work for and with us and wear our clothes.

OUR MISSIONS IN THE FIELD OF ACTION

01/

We know all of our direct
and indirect production
partners and all of our
suppliers, as well as any
human rights and
environmental risks in our
entire supply chain.

SUPPLY CHAINS & PRODUCTS

02/

We accept social respon-
sibility for all employees
who work in the companies
upstream from us.

03/

We pursue sustainable
climate management in the
supply chain.

04/

We are gradually reducing
and substituting dangerous
chemicals in the upstream
production processes
through comprehensive
pollutant and waste water
management.

05/

We reduce the need for
resources and think in inno-
vative materials and solutions
thanks to our sustainable
packaging strategy.

06/

Our core business -
the HAKRO product range -
is constantly expanded with
innovations made from
sustainable raw materials
certified to the most
demanding international
standards.

07/

We integrate circular
thinking into our product
management and include the
downstream distribution
stages up to the end of the
product life cycle.
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Fair Wear

SUPPLY CHAINS

Responsibility and fairness are a group effort - especially when it comes to complex
eco-social contexts in global supply chains. In the sustainable design of our
collection and the implementation of social standards with our production partners,
we build on mutual appreciation and dialogue. This succeeds on the basis of
decades of trusting collaboration and as a result of cooperation with pioneering
bodies that certify standards for more sustainability and intensive stakeholder

dialogue in the textile industry.

@ From p.114, we describe the ambi-
tious objectives we aim to achieve

by 2030 - and transparently lay out
their contribution to the Sustainable
Development Goals (SDGs).

2021 began for HAKRO with a forward-looking part-
nership: our Fair Wear membership has launched a key
component of our Integrated Sustainable Business Strat-
egy (see also p.16). Since 2012, we have been continually
working on improving the working and social conditions
in the production factories.

By joining Fair Wear, we’ve taken the essential next step
and committed to the highest social standards - a con-
sistent advancement of our previous measures for fair and
safe working conditions in our production partners’ facil-
ities. As a multi-stakeholder initiative, Fair Wear offers us
unique support with its vast expertise in social standards
in the textile sector, not least through its broad network
of different stakeholders and players. We aim to reach Fair
Wear Leader status by 2024.
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Supply Chains & Products

As a Fair Wear member, we create a work plan each year
that outlines measures we plan to realise during the com-
ing year. During Fair Wear’s annual Brand Performance
Check, our supplier management and sustainability
management are reviewed in terms of social standards
and our purchasing behaviour.

We successfully completed our first Brand Performance
Check in April 2022. We achieved the status of “Good”
straight away, which we’re very pleased with. At 60
points, our performance is far above the minimum of 30
points required for membership in the first year. In total,
we audited 73% of our production volume - and this too

exceeds the threshold for members in their first year. We
had to postpone the audit of our production partners in
Laos to 2022 due to the pandemic - see also the explana-
tion of our audit results from p. 74 for details.

RESULTS OF OUR FIRST BRAND PERFORMANCE CHECK
(FAIR WEAR])

CATEGORY POINTS POINTS
ACHIEVED POSSIBLE

01 Purchasing practices 25 52

02 Momtormgandremedlatlon ....................... 13 ........................................ 19 ........................................
03 ComplamtShandlmg ..................................... 1 ......................................... 3 ..........................................
04 TrammgandCapaCItybu”dmg ................... 5 .......................................... 5 ..........................................
05 Informauonmanagement 7 7 ..........................................
06 Transparency ................................................. 5 6 .........................................
07 Evaluatlon 2 2 ..........................................
......... TOTAL 56 94

O SUSPENDED

O NEEDS

IMPROVEMENT

60
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OVERVIEW OF HAKRO SUPPLY CHAIN MANAGEMENT

The implementation of Fair Wear’s Code of Labour Practices (CoLP) is based on three pillars
that we will explain in greater detail on the following pages:

PURCHASING PRACTICES

Principles of collaborating with
production partners and interme-
diaries

iMPACT PROGRAM

Our social monitoring system

STAKEHOLDER DIALOGUE

Inclusion of Fair Wear,
its country teams, and other
external stakeholders

Mandatory signing of the CoLP
by Tier 1 production partners

Posting of the CoLP in the
factory, visible for all produc-
tion workers

Posting of Fair Wear’s
grievance mechanism

in the factory, visible for all
production workers

Periodic exchange with our
production partners &
intermediaries (remote or
on-site visits)

Annual supplier evaluation,
including checking for imple-
mentation of the CoLP

Carrying out iMPACT Program
audits:

Checking to ensure the CoLP is
posted in the factory

Checking to ensure the CoLP is
implemented at factory level

Checking to ensure the Fair
Wear grievance mechanism is
posted in the factory

Remediation processes based
on the iMPACT Program audit
results:

Mutual planning and imple-
mentation of remediation
measures with our production
partners

Training and capacity building
of existing and new production
partners

Goal: mitigating the risk and
deviations from the iMPACT
Program audit

Communication with Fair Wear
and its local country teams on
membership and on
remediation processes of the
iMPACT Program audits

Dialogue with fellow Fair Wear
members on best practices and
opportunities for cooperation

Annual reporting:

As part of the Integrated
Sustainable Reporting of
HAKRO and the Social Report
to Fair Wear

Internal disclosure to Fair Wear
as a basis for the Brand Perfor-
mance Check

Participation in the Fair Wear
training programme

HAKRO RISK MANAGEMENT

Bundling all supply chain data and incorporating external sources,
including the Fair Wear Country Studies

Analysing all sector-, country-, partner- and product-specific risks
Deriving and prioritising targeted measures for mitigation and prevention of risks




Supply Chains & Products

FAIR WEAR
CODE OF LABOUR PRACTICES (COLP)

At the heart of the Fair Wear membership is the
implementation of the Code of Labour Practices
(CoLP). This code of conduct forms the basis for
the collaboration with our production partners
and thereby also for our iMPACT Program social
monitoring system.

The eight social standards of the CoLP are based on
internationally acknowledged standards such as the
ILO Convention for international labour rights and
the United Nations’ Universal Declaration of Human
Rights.

RISK MANAGEMENT

The potential risks in the textile supply chain are many
and varied (see also p. 20 for the textile industry’s chal-
lenges). The HAKRO risk analysis is accordingly compre-
hensive; it is updated regularly following the receipt of
new audit results and completely reviewed at least once
ayear. Our risk analysis is structurally based on the OECD
Due Diligence Guidance for Responsible Supply Chains in
the Garment and Footwear Sector, individually expanded
by special factors such as the Covid-19 pandemic and the
topic of biodiversity. Both topics are highly relevant for
the sector and across our supply chains.

We evaluate five different types of risk:
Sector risks
Country risks
Raw material risks
Partner-specific risks
Product- and business-model-specific risks

As a general principle, we see all upstream processes
as part of our responsibility. We feel we are directly and
indirectly responsible for everything that takes place
upstream and want to exert our influence on those
processes wherever possible. Since our supply chains
are notyet completely traceable, initially we are focusing
on the sector-, country- and partner-specific risks in
manufacturing (Tier 1). We will continually increase the
traceability of our deeper supply chains until we achieve
100% by 2027. This will allow us to take account of risks
in the deeper supply chains to a greater extent in future
risk analyses.

@ We will continually increase the tracea-
bility of our deeper supply chains until we
achieve 100% by 2027.
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Risk management

THE HAKRO RISK PROCESS

Covid-19 and loss of biodiversity)

Collect all country-specific risks (such as risk of gen-
der inequality in Bangladesh)

Collect all partner-specific risks (as evaluated based
on audit reports etc.)

Collect all product- and business-model-specific risks
(such as HAKRO’s NOS programme)

01/ 02/ 03/
Collect all potential human-rights and environmental Determine the actual risks (net risks) and - Netrisksin the
sector risks (= gross risks) according to the OECD Due prioritise risks through assessment of HAKRO supply
Diligence Guidance for Responsible Supply Chains in chain
the Garment and Footwear Sector a) the probability that the risks will occur, and
Add additional relevant sector-specific risks (such as b)

the severity of the risks using
- thescope
(how many people are affected?),

the irreversibility
(how can damage that might arise be
compensated for?), and

the extent
(how serious are potential adverse
effects?)

TIER 2—4 PROCESSES

For the most part, we don’t yet have documents available for evaluating the actual risks at production stages in the deeper supply chain.
For those stages, we estimate the potential risks based on the information available (especially sector- and country-specific risks).

In the case of our vertically integrated partner company in Bangladesh (see p. 74), we can also include the actual partner-specific risks
onTier 2. Through programmes such as GOTS, GRS and CmiA, we are also familiar with most of the supply chain located upstream there.

The data basis of the HAKRO risk analysis includes a number of
partner-specific and scientific sources, such as:
- Theresults of our annual supplier evaluation

The HAKRO production and purchasing practices

The results of our iIMPACT Program audit (including on-site

interviews and a comprehensive Worker Sentiment Survey,

which contains the workers’ views)

Self-assessments of our production partners on site

The Fair Wear Country Studies

Publications of our stakeholder network

(such as the Partnership for Sustainable Textiles, UPJ,
amfori, German Fashion, MaxTex, etc.)

Studies and publications of national and international NGOs
and trade unions

(such as FEMNET e.V., Clean Clothes Campaign, ITUC Global)
Publications of international and state organisations,
including the ILO, WHO, UNDP and OECD

Additional scientific publications (partly accessed through
MVO’s CSR Risk Check), none older than 5 years
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THE CORNERSTONES OF THE
iMPACT PROGRAM:

1. Elevate Responsible Sourcing Assessment
(ERSA) audit system as basis
- Among other things, ERSA is based on:
- Responsible Business Alliance (RBA)
Ethical Trading Initiative (ETI)
amfori Business for Social Compliance
Initiative (BSCI)
Global Social Compliance Program
(GSCP)
ICTI Ethical Toy Program
Sedex SMETA 6.0 Framework
Worldwide Responsible Accredited
Production (WRAP)

. Supplementing ERSA by the Fair Wear Code
of Labour Practices (CoLP), including a com-
parison of the wage data with a living wage
benchmark by creating a wage ladder within
the scope of the audit

. Adapting the contents to HAKRO’s require-
ments (specific risk analysis and due diligence
processes)

. Integrating a Worker Sentiment Survey (anon-
ymously recorded employee perspectives as
part of the audit)

. Corrective action plan and joint remediation
process (focus on continuous improvement in
partnership)

In terms of content, the iMPACT Program adopts
a 360° perspective. Ambitious bundling of the
standards of ERSA and Fair Wear with the specific
requirements of HAKRO and OLYMP sets new
benchmarks in terms of depth, durability and
scope of the audit. With its emphasis on manage-
ment systems, continuous improvement with the
active involvement of workers, sustainable reme-
diation measures and transparency, the iMPACT
Program significantly differs from other audit sys-
tems and forms a solid foundation for sustainable
development.

ISSUES COVERED BY THE
iMPACT PROGRAM:

Management
Transparency and corporate integrity
Management systems

Human resources
Hiring, disciplinary and termination processes
Child labour
Forced labour
Migrant workers
Subcontracting
Home workers

Discrimination
Harassment or abuse
Discrimination

Freedom of association
Freedom of association and grievance mechanisms

Wages and working time
Remuneration and fringe benefits
Working hours
Health & safety

Environment
Environmental and climate protection




iMPACT Program

iMPACT PROGRAM —
OUR OWN SOCIAL MONITORING SYSTEM

In partnership with the clothing company OLYMP
Bezner KG, we have developed an extensive audit
programme as part of our corporate due diligence, which
forms the basis for our sustainability management in our
supply chains: the iMPACT Program.

Developing an independent audit system is a major and
challenging undertaking - especially for a medium-sized
company. So how did it come about that HAKRO set out on
this path, and why? Through our Fair Wear membership,
we faced the challenge of fulfilling Fair Wear’s require-
ments for social audits without being able to rely solely on
Fair Wear audits, as Fair Wear is not represented in all of
HAKRO’s production countries. Additionally, our previous
amfori BSCI audits did not provide us deep enough insight,
including regarding our comprehensive risk analysis.

With our social monitoring system, we want to be able to
audit all our production partners and to promote and com-
parethemintheir performance and developmentbased on
reliable data. We were also looking for an audit method
that puts people in focus and pursues joint change pro-
cesses.

OLYMP, also a Fair Wear member, faced a similar chal-
lenge. Thus, instead of developing individual solutions,
we quickly joined forces and, in jointly teaming up with
ELEVATE Ltd., also brought an experienced provider of
supply chain services on board. In close consultation
with the experts at Fair Wear, in 2021 we set up an audit
process within nine months that brought added value for
all stakeholders. “If you’re going to do it, do it right!” was
and is our motto (see also from p. 80 on cooperation and
stakeholder inclusion). T

The iIMPACT Program primarily focuses on people in the
supply chain, enables honest, profound insight into
production conditions and sets out to motivate partner
companies and employers alike to act together and as
partners, expand their skills in securing social standards
and thereby ensure the highest possible degree of trans-
parency. With its unique structure, the iMPACT Program
audit system brings advantages for everyone involved:

HAKRO

Extensive, standardised audit data on all Tier 1
production partners

Individual expansion of the ERSA audit standards
and methodology and room for integrating HAKRO’s
own requirements

Integrating ELEVATE’s expertise (by comparing
factory data with average values from ELEVATE’s
data pool, for example)

Performance of audits by local ELEVATE auditor
teams and ensuring that the audit results are inde-
pendent

PRODUCTION PARTNERS

- Audit every three years allows adequate time for a
reasonable remediation process

- The comprehensive descriptive-narrative audit
report (as opposed to a reduced focus on deviations)
offers the possibility for genuine change built on
partnership
Including the workers’ voices through an extensive,
anonymous Worker Sentiment Survey and interviews
with workers and worker representatives
HAKRO bears the costs of the audits

- The duration of the audit is based on the size of the
company

FAIR WEAR

Involvement of the Fair Wear audit experts in the
development process of the iMPACT Program

« Audit reports can be used within the scope of our
Fair Wear membership and as a basis for the work in
the supply chains
Integration of a wage ladder to identify the gaps
between a living wage and the actual wage

MARKET COMPANIONS

In the future, we would like to make the iMPACT
Program available to other companies in the textile
and clothing sectors
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Supply Chains & Products

THE iMPACT PROGRAM — MUCH MORE THAN AN AUDIT

Our new audit system unites the aspiration for transparency and verifiable social standards at our production
partners with our desire for respectful dialogue and joint learning and growth.

@ INSIGHT

Gain honest, profound insight - through workers' views
Collect data and information

MOTIVATION

(v

Use audits not to control, but to motivate
Factories cannot pass/fail

PARTNERSHIP

@

Partnership as the basis for our actions
Constructive cooperation and joint improvement

ACTION

()

Focus on action based on audit results
Actively tackle joint sustainable development

CAPACITY BUILDING

©

Continuous improvement, step by step, through joint learning,
training, and capacity buliding

TRANSPARENCY

@

As the highest goal and the foundation of the system
Create credibility and impact through transparency

N NI N NI NI N/

and transparency.

We would like to gain an honest insight into production conditions to motivate us and our partners
to act together and in true partnership, build capacities, and attain a higher degree of credibility

BECOMING VERIFIABLY
BETTERTOGETHER

As a central component, the iMPACT Program contains
monitoring and joint remediation processes for the con-
tinuous improvement of social conditions in production
facilities.

One of our main objectives for 2022 is to set up a coher-
ent sustainability controlling system that enables us to
bundle all the data from our risk analysis (including audit
reports) with the plans and measures of our partners and
supplier evaluations and other KPIs of the supply chain.
We have already taken important steps with a systematic,
company-wide system of indicators behind our SMART
goals of the Integrated Sustainable Business Strategy
(see p. 22).

Our remediation process includes:
Auditors’ recommendations
Root cause analyses carried out by the production
partners
Joint corrective action plans, supported by training
and capacity building programmes

Together with the audit report, our production partners
receive a template for corrective action plans. On this
basis, they can analyse the root causes behind the
deviations and recommend measures for their mitigation
and prevention. To support this, we offer online training
courses together with ELEVATE. A few weeks after the
audit, we discuss the planning of the measures with our
partners and determine what will be implemented by
whom and by when.
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Fair Wear grievance mechanism

Thanks to the anonymous Worker Sentiment Survey,
which can be accessed via QR code from anywhere - for
example, from home - the audit also gives us insight
into the direct perspectives of workers. From this, we
primarily hope for detailed findings on topics such as the
employment of migrant workers and other minorities
(a particular risk in Turkey and China), bribery and
corruption, as well as trade unions and collective
bargaining (relevant in all countries). We also wish to use
this valuable feedback from workers beyond the narrow
context of an audit, by incorporating it into our collabo-
ration as partners.

See from p. 74 for the current status of the remediation
processes and audits.

PROMOTING TRANSPARENCY

Itis essential to know where the snags are to be able to
bring about improvements. The basis for this is honest
and direct communication. Therefore, integrating the
Fair Wear grievance mechanism into our iMPACT
Program is especially important for us. As part of the
iMPACT Program audit, an on-site inspection is made to
determine whether the grievance mechanism is available
to all workers.

It is important to us that the grievance mechanism is
understood, that trust exists (protection of the ano-
nymity of the complainant) and that the mechanism
is used appropriately and actively as a communication
channel. To that end, we train our production partners
and raise their awareness.

remediate
the complaint

address
complaintto

"

local
Fair We.ar N
complaint
helpline

checksand —>
validates
the complaint

reports
complaint to

Process

stages :
02 Verification & mitigation

of complaint

01 Submission
ofcomplaint

THE FAIR WEAR GRIEVANCE MECHANISM

An integral component of our iMPACT Program

!

Vv

o> Factory

Developing and monitoring a
corrective action plan together with

........ Headquarters e e

® HAKRO
® Factory

Fair Wear
Foundation

(management)

T

factory management

T

public reporting on
——— > thecomplaintand
on measures taken

T

sends arequest to solve
the complaint

T

Fair Wear

03 Accompanying
stakeholder
communication
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Supply Chains & Products

In 2020, we received one complaint - however, direct-
ly via email, through our general HAKRO email address.
(For that reason as well, we are making increased efforts
to raise our partners’ awareness so the official grievance
mechanism is better known.) An employee at our
production partner in Bangladesh complained in this
email about excessive overtime and repeated insults from
a supervisor. We immediately and repeatedly engaged
in written dialogue with the complainant. However, the
supervisor referred to in the complaint could not be
identified among the employees, and the long-term
employees of the department in question did not know the
supervisor’s name. We also discussed the substance of the
allegation with the management directly and openly - of
course, without compromising the anonymity of the com-
plainant. The complaint remains unverifiable to this day.
HAKRO is currently trying to persuade the complainant to
submit the complaint again, through the official Fair Wear
channel, partly to enable a more in-depth investigation of
the complaint. The excessive overtime mentioned within
the complaint was also recorded through the iIMPACT
Program audit and integrated into the remediation
process (see the audit results beginning on p.74).

@ Durability and the long life of our
clothing are the core of our identity

and actions.

HAKRO PURCHASING PRACTICES

Durability and the long life of our clothing are the
core of our identity and actions. Our never-out-of-stock
programme (NOS) means we are not reliant either on
changing collections or on seasonal business. Our prod-
uct portfolio is constant - fast fashion is not our business
model.

Our production planning is just as long-lasting and
reliable. We do not set target prices but instead listen to
our production partners when they give reasons for the
prices they need to be able to produce a model. We always
negotiate openly and in a spirit of partnership. The long-
term collaboration with our production partners pays off
in this area as well (see also p. 72). We rarely add new
production partners and/or new factories belonging to our
existing partners. This may occur in connection with new
product developments if these cannot be implemented
by our production partners, for example because of the
level of expertise required, or if existing production part-
ners expand the number of their factories, e.g. due to
capacity reasons. As a general rule, before the first order
is placed, we visit the production site personally and have
an iMPACT Program audit conducted.
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Purchasing practices

THE HAKRO PURCHASING PROCESS

Five million HAKRO garments are never out of stock. This NOS collection is at the heart of our purchasing and

production process. Whenever new developments occur, we work in close cooperation with our production
partners at every stage.

01 SUPPLIER SELECTION

~ < LECTION
Existing supplier PREPARATI\ ~ YA EO}_ _ \D\EVELOP
Idea for Oon ~ = ARIN S~ M
- K e — - - - So7 PREP GMO ~ 4/)
HAKRO new product N Ney supplier + ! g, o>
PRODUCTION PARTNERS first on-site visit

\
Communication + dialogue

)
4
I
Sourcing raw material B >
w
m

8. S/
/e);
78 pr oduction P"‘ﬁ'
OUTBOUND DELIVERY @
TO DEALERS 'S
e L Capacity planning \\ %

\ Initial
production

Production cycle
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Supply Chains & Products

We want to increase awareness and

@ active commitment to sustainability even
further with sustainability prizes for
our partner companies and authorised
dealers.

In accordance with our business strategy, we manage
the development and purchase of our products and our
supply chains in an integrated, sustainable way. Our
Purchasing, Design & Development department works
closely together with our Sustainability, Responsibility
& Innovation department and ensures that the require-
ments, experience and know-how from our Fair Wear
membership is integrated into existing processes.

HAKRO always makes purchasing decisions holistically
and in close consultation with the management team
while considering factors such as delivery times, quali-
ty, communication and sustainability within the meaning
of the Fair Wear Code of Labour Practices. Colleagues
in the Purchasing, Distribution and Customer Service
teams and our management team are informed and
trained extensively and regularly on supply chain top-
ics concerning our Fair Wear membership. We have also
created an internal FAQ on our Fair Wear membership
and its requirements for all colleagues in our in-house
and field sales teams, to guarantee correct communica-
tion towards our retailers.

We continually exchange information on relevant sus-
tainability topics with our purchasing intermediaries for
China, Laos, Cambodia and Bangladesh. Moreover, HAKRO
managers are always in personal contact with the
factories. We brought our intermediaries and production
partners on board before the start of our Fair Wear
membership and asked them to actively support our
programme. We also actively incorporate them into
the remediation processes accompanying the iMPACT
Program audit (see from p. 74).

By 2023, we will establish a HAKRO sustainability prize to
be awarded to authorised retailers. By 2024, we will de-
velop a corresponding HAKRO Supplier of the Year Award,
which we will award to one of our partner companies every
three years. In this way, we want to motivate people to
work together to raise awareness and promote an active
commitment to sustainability.

Despite the pandemic, we did not cancel any orders al-
ready made. It was and remains important to us not to
unilaterally unload the economic consequences of the
pandemic - such as, in particular, the decline in customer
demand for our products - onto our production partners.
Even so, in the lockdown year of 2020, we could not avoid
adjusting to the demand situation as well as the lock-
down situation of our production partners when placing
new orders.

In the second pandemic year of 2021, we also conducted a
Covid-19 survey among our production partners to
record the pandemic measures they were taking and see
where we could offer support. According to the survey
and the audit results from 2021, there were no cases of
wage loss. But due to the bottlenecks in raw materials
and the number of cases of illness in individual factories,
overtime increased in some places in 2021. Thus, some of
our delivery dates were postponed as a result of the lock-
downs. In the acute phase of the pandemic, our manage-
ment team remained in constant personal contact with
our production partners.

In 2016, we started a care initiative for the Eid ul-Adha
holiday together with our partner in Bangladesh: All
workers at the factory receive a package of goods for the
festival day, which contains meat and rice for their fam-
ilies, toiletries and toys for the children. Mindful of the
lockdown caused by the pandemic also coinciding with
the approaching Ramadan, we extended this initiative
in August 2020 until the end of the year and distributed
monthly care packages.

Despite the pandemic, we did not cancel

@ any orders we had already placed,
thanks to our NOS business model and
strong partnerships.
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Production partnerships

CHEMICAL TRAINING
IN BANGLADESH

Guaranteeing safe, healthy working conditions in our
entire supply chain has become an even more urgent
topic, especially since Covid-19. As far as we know, all
our partners have taken outstanding hygiene and secu-
rity measures as a reaction to the pandemic. Guaran-
teeing a safe work environment was prioritised last year,
especially in Bangladesh.

We are currently emphasising training in handling and
storing chemicals. Out of all our direct production

partners, this mainly affects our partner in Bangladesh,
since this is a vertically integrated factory. At our other
production partners, the wet processes at additional
service providers’ sites, which makes access difficult
for us and reduces our direct influence and our leverage.
In Bangladesh, we and our production partner are cur-
rently implementing a ten-month chemical management
training programme (ACMT) for dye works managers. The
training is carried out by Systain Consulting in cooper-
ation with the Partnership for Sustainable Textiles and
should enable the dye works to design its processes to be
safer and more efficient for people and the environment.

We are also planning to find an instrument or mechanism
that can help us take a complete chemical inventory. We
are currently testing various options to that end, such as
bHive, an app that can make it easier for our production
partners to take inventory and manage chemicals in com-
pliance with the ZDHC Guidelines.

@ We’ve set ourselves the goal of 100% of
our Tier 1 production partners’ workers
receiving living wages by 2030.

The “living wage gap” indicator measures
@ the wage gap between the lowest wage paid

in the factories of our production partners

and a living wage. It’s a material result of our

iMPACT Program audits and an important

data basis for our future measures to improve

the social conditions in our production sites.

PRODUCTION PARTNERSHIPS AND
AUDIT RESULTS

We maintain a close, trusting and long-term collab-
oration lasting at least ten and in some cases more
than twenty years with all our production partners.
HAKRO takes delivery of fixed quantities each month
and ensures high continuity and consistent capacity
utilisation - our business model thus already significantly
reduces the risk of short-term peaks and excessive over-
time. The lowest wage paid in the factories is the local
statutory minimum wage. The average wage is above the
minimum wage in all the factories.

In the following, we will make the core results of our
first iIMPACT Program audits transparent for our eleven
partner factories in seven countries (see overview on
p. 72/73). During the iMPACT Program audit, we also re-
corded the wage gaps between the wages paid and the
respective local living wage benchmark for the first time.
For each production country, we therefore report the
gap between the lowest wage and the living wage in ad-
dition to the audit results. We have discussed the system
for recording this indicator with numerous stakeholders
and experts as part of our Fair Wear membership and
our IMPACT Barcamp (see p. 80).
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Supply Chains & Products

HAKRO PRODUCTION SITES

Our eight long-term production partners have factories in seven countries. We have goods produced in a total of
eleven factories in Europe and Asia. In 2021, we performed the first audits according to our new iMPACT Program.

Moldova

Collaboration since 2005
Production volume: 17%
Audit: iIMPACT Program

TP TPANQ T

MOLDOVA

BULGARIA

TURKEY

Bulgaria
Collaboration since 2018
Production volume: 14%
Audit: iIMPACT Program
TF TPAN [
Turkey 2
59% . Collaboration since 2018
::’rz;:m" volume Production volume: 20%
41% (including Turkey Audit: iMPACT Program | GRS | GOTS
Production as well as Bulgaria T E‘:F@I__A] il
volume Asia andMoldova). i
(Bangladesh,
Laos, Cambodia,
China) Turkey 1

temporarer Ausweichstandort
(coronabedingt, siehe S.75)
Production volume: 8%

Audit: SA 8000 | GRS | GOTS

7 TPAN I
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Production sites

China3

Collaboration since 2019
Production volume: <1%
Audit: amfori BSCI

China 1l China?2
Collaboration since 2012 Collaboration since 2012
Production volume: 4% Production volume: <1%
Audit: amfori BSCI Audit: SA 8000

IR

BANGLADESH

Bangladesh

Collaboration since 1999

Production volume: 15%

Audit: iMPACT Program | GRS | GOTS

TP O

....... TEXTILES PRODUCED

Laos 1
Collaboration since 2012 11 Teshirts
Production volume: 14% TP Polo shirts
Audit: iMPACT Program 2022' | GRS | GOTS e
lrr‘ E‘:F [/U Sweat pants
L 2 m Fleece
aos Outdoor jackets

Collaboration since 201
Production volume: 1%
Audit: iMPACT Program 2022' /2N Blouses and shirts

LN @ Knitted pullovers and

knitted jackets

m Chino and Active trousers

Tank tops

O
@ Socks

i Cambodia
Collaboration since 2019

i Production volume: 6%

i Audit: iIMPACT Program | GRS

N

1Due to Covid-19 in 2021, audits were impossible because of travel restrictions. A remote audit will take place in early 2022.
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BANGLADESH

We have collaborated with our GOTS-certified production partner
in Bangladesh for over 20 years and use up to 70% of its production
capacity. This committed, family-led textile company is vertically in-
tegrated, i.e. it bundles multiple production stages at one location
(including knitting, dyeing, cutting, manufacturing and quality in-
spection of the finished product) and has modern machinery in its
dye works. A generational change is currently taking place: both sons
studied abroad and are taking increasing responsibility in the man-
agement. Every two years, we hold a big party to celebrate with all
factory workers, with games, a raffle and music - most recently in Jan-
uary 2020, right before the beginning of the pandemic.

" @ BANGLADESH

AUDIT

In March 2021, the first IMPACT Program audit was conducted, in ad-
"""""""""""""""""""""""""" dition to the existing GOTS certification of the factory. HAKRO has dis-
Legal minimum wage: cussed the results and the remediation process with the intermediary
8,000BDT=93USD and production partner in a joint video conference. Our intermediary

. visited the factory in summer 2021.
Lowest wage in the factory:

9,/88BDT =114 USD
. ESTABLISHED POTENTIAL FOR IMPROVEMENT
Average wage in the factory:

11,000BDT =~ 128 USD - Freedom of association: At the time of the audit, the Fair Wear griev-
ance mechanism had not been posted in the factory and was there-
fore not available for the workers on site. Our production partner
remedied this deviation immediately. Also, there was no freely elect-
Living wage gap: ed employee representation. The remediation process for this was
8,128 BDT=95USD finalised by the end of May 2022.

Living wage?:
17,916 BDT =~ 209 USD

Grievances received:

Wages and working hours: Individual cases of excessive overtime
one; see p.68

were reported for 2020 and early 2021. According to our partner’s
Status of remediation process: root cause analysis, these were caused by the lockdowns in 2020,
in progress associated delays in the delivery of material and follow-up work af-
ter the lockdowns ended. Making advance communication between
HAKRO and its production partners more open so that HAKRO can
react in the purchase planning if need be was jointly defined as pre-
ventive measure.

Health and safety: A need for improvement was identified in the fire
and first responder training, and further training has already been
conducted. Some of the protective equipment was incomplete. This
was rectified during the audit.

1according to the Global Living Wage

Coalition
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Audit results

@ TURKEY 1

Grievances
received: none

Wage data:
not yet recorded

Because of the pandemic, Turkey 1is a temporary backup
location for our Turkish production partner. For that rea-
son, this factory has not been audited in accordance with
the iMPACT Program, and the living wage gap has also not
been recorded. The factory is audited according to GOTS
and GRS and is visited regularly by the HAKRO team inTur-
key. The location had already been producing for HAKRO
between 2002 and 2018 and an amfori BSCI social moni-
toring was conducted on it during this time. From 2018
until the pandemic, production occurred exclusively in the
Turkey 2 factory (see also details on Turkey 2).

@ TURKEY 2

Legal minimum Living wage:

wage: 4,954TRY =358 USD
2,825TRY = 207 USD Living wage gap:
Lowest wage 2,129TRY= 156 USD

in the factory: Grievances received:
2,825 TRY = 207 USD one

Average wage Status of remediation
in the factory: process:
3,173 TRY = 233 USD completed

The Turkey 2 production site is currently being expand-
ed to create more capacity and production lines for
HAKRO. When that expansion is finished (first half of
2022), HAKRO will once more produce only at Turkey 2,
without having to resort to the capacities of the Turkey
1factory.

Laccording to the Global Living Wage Coalition,
reference value 2020 for urban living according
to the Anchor method

TURKEY

Our GOTS-certified Turkish production partner, which
also owns the two factories in Bulgaria and the Republic
of Moldova, is one of the largest textile manufacturers in
the country. It has multiple state-of-the-art manufacturing
sites with exemplary working conditions and excellent so-
cial and environmental standards. We have been collabo-
rating with this partner for more than 20 years. Each year,
five of the company’s employees receive a grant for their
professional development. All factories are being gradu-
ally converted to green factories. For example, energy is
generated from photovoltaic systems and grey water and
rainwater are used to flush toilets, reducing drinking water
consumption and thus contributing to environmental pro-
tection. Moreover, factories are working on implementing
initial material loop solutions with waste that accumulates
during cutting.

AUDIT

In March 2021, the first iMPACT Program audit was conduct-
ed and the factory is additionally GOTS- and GRS-certified.
The HAKRO team in Turkey is regularly on site. HAKRO, the
HAKRO team in Turkey and the factory management have
discussed the results and the remediation processin a joint
video conference.

ESTABLISHED POTENTIAL FOR IMPROVEMENT

- Wages and working hours: In 2021, maximum overtime
was sometimes exceeded. The root cause analysis re-
vealed that this was attributable to a staff shortage in the
factory due to cases of Covid-19. In addition, the site and
its capacity are being expanded at this factory. This is on
schedule for completion in the first half of 2022, thus in-
creasing capacity for HAKRO.

- Health and safety: It was identified that the emergency
alarm system had not been adequately tested. The sys-
tem is being renewed during the first half of 2022 during
the factory expansion. Furthermore, not enough workers
had taken partin the fire safety exercises on site. The root
cause analysis revealed that workers in the Covid-19 risk
groups were absent when the training sessions were held.
This was compensated for directly in June 2021, and the
process was improved.
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@ MOLDOVA

Legal minimum wage:
2,172 MDL =121 USD

Lowest wage in the factory:
3,500MDL =195USD

Average wage in the factory:
5,500 MDL = 306 USD

Living wage?:

14,236 MDL = 793 USD

Living wage gap:
10,736 MDL = 598 USD

Grievances received:
none

Status of remediation process:
in progress

1according to the Europe Floor Wage

Moldova Coalition

MOLDOVA

The manufacturing site in Moldova belongs to our Turkish partner,
and HAKRO uses 100% of its production capacity. 78% of the workers
live in the city in which the factory is located. Over 64% of the staff have
been employed here for more than three years.

AUDIT

In November 2021, the first iIMPACT Program audit was conducted. The
HAKRO team in Turkey makes regular visits. HAKRO, the HAKRO team
in Turkey and our production partner have discussed the results and
the remediation process in a joint video conference.

ESTABLISHED POTENTIAL FOR IMPROVEMENT

Freedom of association: The employee representation had been
freely elected for two years in 2017, but the election had lapsed.
Immediately after the audit, an election for employee representation
for the next two years was held.

Wages and working hours: The recording of hours worked was
incomplete, making the payment of overtime incorrect. The root
cause analysis revealed that communication between various
management levels, and between the management and workers,
is deficient. The correction of the time recording errors, the correct
recording and payment of overtime, and the improvement of com-
munication channels were agreed as remediation measures.

Health and safety: It was discovered that one stairwell did not have
handrails. This was fixed immediately. Furthermore, the analysis of
health risks and the availability of personal protective equipment
was incomplete. The remediation measures included carrying out a
comprehensive risk assessment and training the management that
is commissioned with the respective processes.
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Audit results

@ BULGARIA

Legal minimum wage:
609.90BGN = 355 USD

Lowest wage in the factory:
650 BGN = 378 USD

Average wage in the factory:
730BGN =425 USD

Living wage?:
2,239BGN = 1,302 USD

Living wage gap:
1,589 BGN = 924 USD

Grievances received:
none

Status of remediation process:
completed

Laccording to the estimation of the
campaign for clean clothing based on
worker interviews

BULGARIA

The manufacturing site in Bulgaria belongs to our Turkish partner, and
HAKRO uses 98% of its production capacity. The anonymous worker
survey as part of the iMPACT Program audit (the Worker Sentiment
Survey) revealed very high employee satisfaction and that workers
would recommend the employer and would like to still be employed
therein ayear.

AUDIT

In October 2021, the first iIMPACT Program audit was conducted. The
HAKRO team in Turkey makes regular visits. HAKRO, the HAKRO team in
Turkey and our production partner have discussed the results and the
remediation process in a joint video conference.

ESTABLISHED POTENTIAL FOR IMPROVEMENT

Freedom of association: At the time of the audit, the Fair Wear
grievance mechanism was not posted in the factory. Our produc-
tion partner remedied this immediately.
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CAMBODIA

Our production partner in Cambodia is operated as a joint venture
of our intermediary together with our long-term Chinese production
partner. The modern manufacturing site is housed in a factory building
at ground level, which exposes it to fewer safety hazards. The manage-
ment team consists mostly of Chinese employees who live in accom-
modation on the company premises. The young team is aged between
18 and 40. The anonymous worker survey given as part of the iMPACT
Program audit (Worker Sentiment Survey) revealed very high worker
satisfaction.

@ CAMBODIA

AUDIT

The first iMPACT Program audit was conducted in August 2021. Em-
ployees of our intermediary visited the factory in autumn 2021. HAKRO
................................................... has discussed the results and the remediation process with the inter-

- mediary and production partners in a joint video conference.
Legal minimum wage:

192 USD
. ESTABLISHED POTENTIAL FOR IMPROVEMENT
Lowest wage in the factory:

234USD - Wages and working hours: The payout of unused holiday days was

. incorrect.
Average wage in the factory:

266 USD - .
Health and safety: The laboratory tests for the drinking water in the

Living wage?: factory and in the management accommodation were out of date.

481 USD The laboratory tests were carried out in October 2021, and regular

L routine dates for the checks were planned.
Living wage gap:

247 USD . . . L
Moreover, deficient heat protection equipment at the ironing sta-

Grievances received: tions and a lack of eye protection at the sewing machines were found.

none Improvements in those areas were made during the course of the

audit. The managers responsible in each case were also instructed

Status of remediation process: . . .
to check the status of the protective equipment daily.

in progress

Furthermore, the factory did not have fire hydrants and nor did it
have sliding doors at emergency exits. Since the factory building is at
ground level, the risk is manageable. However, there is a clear need
for remediation. Previously, no improvement measures could be im-
plemented because communication with the factory building’s land-
lord was difficult.

1according to Asia Floor Wage

o HAKRO Integrated Sustainable Management Report 2022 78



Audit results

Number of employees: 1.052

—  of whom female: 868
----- of whom male: 184

Grievances
received: none

Wage data:
not yet recorded

Our Laos 1 factory is a manufacturing
site with a connecting residential com-
plex. Around 25% of the staff live in ac-
commodation on the company premises,
so they were able to continue to produce
even during Laos’s strict lockdown. The
company premises house a canteen and
a small kiosk.

@ LAQS 2
Number of employees: 612
—  ofwhom female: 497
----- of whom male: 115
Wage data: Grievances

notyetrecorded received: none

Laos 2 is a modern manufacturing site for
shirts. In recent years, the production
site has always passed the amfori BSCI
audit with the highest score. In the com-
pany management, we are already work-
ing together with the second generation
of the family-run company.

LAOS
AUDIT

The iMPACT Program audit in
Laos planned for 2021 was im-
possible due to pandemic-relat-
ed travel restrictions. As a result,
the living wage gap has not yet
been recorded there. The audit
was subsequently conducted in
2022. No final audit report was
available as of the editorial
deadline.

@ CHINA 1
Number of employees: 83
— ofwhom female: 42
----- of whom male: 41
Wage data: Grievances

notyetrecorded received: none

The China1 site is audited in accordance
with amfori BSCI. No on-site visits took
place during the reporting period.

CHINA
AUDIT

We have only a small production volume produced in China: less than
five per cent of our total purchasing. Therefore, iMPACT Program auditing in

China is not a current focus.

@ CHINA 2
Number of employees: 287
— ofwhom female: 165
----- of whom male: 122
Wage data: Grievances

notyetrecorded received: none

The China 2 site is audited in accordance
with SA 8o0o0. The living wage gap has
not yet been determined here. No on-
site visits took place during the report-
ing period.

@ CHINA 3
Number of employees: 98
—  ofwhom female: 67
----- of whom male: 31
Wage data: Grievances

notyetrecorded received: none

The China 3 siteis audited in accordance
with amfori BSCI. No on-site visits took
place during the reporting period.
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Action through Co-Creation: sustainability managers and experts discuss the
sector’s global problems at the first IMPACT Barcamp initiated by HAKRO.

HAKRO
COOPERATES.

Because together we can succeed
where no one can succeed alone.
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HAKRO has always been in touch
and in discussions with different
stakeholder groups. However, in the
last few years, we have significantly
strengthened our cooperative ap-
proach as the fundamental direc-
tion of our actions. The 17th global
Sustainable Developing Goal (SDG)
is “Partnerships for the Goals” -
because meeting sustainability chal-
lenges takes more than just isolated
company measures. In the garment
industry in particular, you quickly
come up against the systemic limits
if you want to change something. So
it’s time to see the bigger picture.

SHAPING
SUPPLY CHAINS

We look proudly back with grati-
tude at the nine-month develop-
ment process for our iMPACT
Program audit system that we have
used to comprehensively meet the
Fair Wear requirements and at the
same time live up to our own
requirements in our supply chains
(see also p. 65). Together with mar-
ket companion OLYMP Bezner KG,
which was facing similar challenges,

Collaborations

we have exploited synergies, pooled
creativity and knowledge and -
together with ELEVATE Ltd., an
experienced provider of supply
chain services - created a custom
social monitoring system. Without
Fair Wear’s willingness to cooper-
ate, this plan would not have suc-
ceeded.

“The growing challenges of the global
supply chain require a joint solution.
That’s why we’ve joined forces with HAKRO,
which stands for the same values we do,

in an unprecedented collaboration.
Because of the size of our companies,
neither of us has yet been directly affected
by the German Supply Chain Due

Diligence Act, but both of us are guided

by those requirements.”

Ilyta LaCombe,
Head of Corporate Responsibility at OLYMP, on the joint development
of the IMPACT Program social monitoring system
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Agile agenda planning at the IMPACT
Barcamp: the broad range of sustainability
challenges was covered in 16 sessions.

PROPERLY PROTECT-
ING THE CLIMATE

At the start of 2022, HAKRO made
its entire collection climate neutral.
Most of our CO,e emissions occur
during the manufacture of our gar-
ments, in Scope 3. For this reason,
this measure represents a material
contribution to making our business
climate friendly - and we wanted to
do everything right here right from
the start. When calculating our car-
bon footprint and climate neutrality,

we pursue the cradle-to-customer
plus waste approach to record what
is measurable and clearly demarcate
the things we cannot (yet) influence
(see also p. 85). Without the com-
prehensive CO.,e expertise provided
by ClimatePartner, which support-
ed us with the development of the
method, this complex project would
not have succeeded with the level of
quality we were aiming for.

THINKING TOGETHER
IN CIRCULAR WAYS

Changing business models and
production methods in the textile
and garment industry in the direc-
tion of closed loops is another Her-
culean task to whose solution we
also want to contribute step by step.
It is precisely here that network-
ing and the exchange of knowledge
across company boundaries are
needed. In 2021, we began partici-
pating in the #circularloop project
for circularity initiated by the Berlin
start-up circular.fashion. Circularity
is one of the most important meg-
atrends, which is why we are also
in communication with other tex-
tile companies and dealers and will
soon start initial projects together.
We are interested in questions such
as:

+ How recyclable are our existing
products?

+  What measures can we take to
think about circular loops as
early as the design stage?

« How and where will we collect
our old textiles in the future to
send them to suitable recycling
companies, and what will
happen with the recycled fibres
and threads made from them?
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Collaborations

CREATING SPACES

In October 2021, we held an IM-
PACT Barcamp on site in Schrozberg
under the motto “Action through
Co-Creation”. Around 40 sustaina-
bility managers from 16 German
textile companies and seven sus-
tainability standards and service
providers brought many topics to
the agile agenda that are material to
the textile sector, including impact
measurement, auditing and capaci-
ty building in the supply chain, risk
analysis, regulatory duties, and the
structural integration of sustaina-
bility into organisations.

- 1

In October 2022, we will enter the
second round of this conversation,
which was a great success with all
participants. So that the discussion
remains lively, we’ve built bridges:
in each of the monthly IMPACT Lunch
Sessions from December 2021 to
April 2022, we addressed one of the
Barcamp topics and explored it in
greater depth together. To that end,
we invited drivers of change to con-
tribute their expertise and other
perspectives.

Among people. Anna Riichardt and Jochen Schmidt, the “Sustainability Team” at HAKRO,
and HAKRO managing director Carmen Kroll in their element.
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PRODUCTS

The durability of our products is key to our brand - quality and longevity are important
factors that contribute to the sustainable use of clothing. We value and conserve the
resources that go into producing our corporate wear. We promote the use of innovative

and certified sustainable materials as well as more environmentally friendly options
in packaging. What’s more, we are actively supporting the transformation of our industry

towards a circular economy.

Our entire collection is climate-neutral as

@ of January 2022. This is a significant
milestone in our comprehensive climate
protection strategy, which takes all
stages into account - from raw materials
and production to transport and emis-
sions at our site - with the aim of reducing
our footprint to the greatest possible
extent.

HAKRO does not cater to trends. HAKRO makes slow
fashion - as a matter of principle. Our business model is
based on the never-out-of-stock (NOS) programme. This
means that our product range is constant and does not
follow fashion trends, and that we are dependent neither
on changing collections nor on seasonal business and are
never out of stock. The product life cycle of our clothing
systematically takes into account the environmental and
social risks and effects in each phase (see p. 28/29 for a
description of the HAKRO value chain and p. 62 for details
of our risk management approach). T

AMILESTONE: OUR CLIMATE-
NEUTRAL COLLECTION

We want our product range to lead the way. We
achieved a major milestone in this regard at the beginning
of the year. Our site in Schrozberg has been climate neutral
since 2017 (see also p. 106). And now, as of January 2022,
our entire collection is also climate neutral, making us
the first climate-neutral corporate wear supplier to offset
the greenhouse gas emissions of its entire product range.
We follow the cradle-to-customer plus waste approach
in calculating our CO,e footprint and our climate neutrality.
This means that when calculating and offsetting emissions,
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Climate-neutral collection

all unavoidable emissions are taken into account, in-
cluding those arising from raw material extraction, the
processing of raw materials to produce clothing including
its packaging, transport, recycling and recovery at the end
of a product’s life cycle. Only the utilisation phase of the
garments is excluded from the evaluation, because it is
not possible to make a standardised calculation of factors
relating to individual customer handling of our clothing
after production - such as treatment, period of wear,
washing frequency, washing temperature - nor to
influence this phase. We are supported in our efforts by
ClimatePartner, the leading corporate climate protection
solutions provider.

We offset any CO,e emissions that are currently still
unavoidable by investing in forest conservation in Brazil -
a Verified Carbon Standard + Climate, Community &
Biodiversity Standard (VCS + CCBS Gold Level) certified
climate protection project that is intended to last at
least 40 years. We have decided to support rainforest
conservation because action in this area has a more
direct and thus more sustainable climate-protection
impact than reforestation projects.

Calculation and offsetting are the first important steps
on the long road to the main objective of reducing our
carbon footprint - at our sites and within our core busi-
ness (see also p. 105 on the HAKRO climate protection
strategy). Measuring CO,e data enables us to identify
reduction potential along our value chain. By recording
more precise data, we hope to identify further emission
hotspots and reduction possibilities in the medium term.

The prevention and reduction strategies we have already
implemented include the gradual transition to sustai-
nable and recycled fibres, the elimination or reduction
of packaging material, the increased use of renewable
energies within the supply chain and the use of sustaina-
ble biofuels for transporting goods by sea.
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$ , GoodShipping
GOODSHIPPING ~

our pilot project for reducing CO,e emissions in the
transportation of goods

As part of our climate protection strategy and
in the course of making our collection climate
neutral, we are identifying potential CO,e-savings
along the entire value chain. The movement of
goods - and particularly sea freight - significantly
contributes to global air pollution and greenhouse
gas emissions through the combustion of crude oil.

Our clothing is manufactured in Europe and Asia (see
also p. 72/73). We primarily use container ships to
transport it from our production partners in Asia to
Hamburg in Germany (this is also referred to as the
long-haul transport route).

The GoodShipping initiative replaces fossil fuels with
green alternatives such as certified second-generation
biofuels from GoodFuels. These are obtained from
production residues and plant matter previously treat-
ed as waste. How does it work? Through the use of
biofuel made from certified raw material such as
upcycled frying oil.

Our collaboration with GoodShipping began in 2020
and is a pilot project initially focusing on the shipments
HAKRO receives from its factory in Cambodia, which
travel approximately 9,000 nautical miles by ship.

601t

of CO,e was emitted during the pilot project
period as a result of HAKRO goods shipments via
sea freight from Cambodia to Germany

100%

of this was eliminated thanks to the use of biofuels
with GoodShipping
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THE FOUNDATION: TOP QUALITY

Sustainability also means a product that is long-last-
ing and can therefore be used for a long period of time.
The outstanding quality and resulting longevity of our
clothing have been at the heart of how we think and act
since HAKRO’s founding, and as such are central to our
brand.

In order to ensure our quality standards are met, we per-
form quality tests at every process step along the value
chain. A final quality assurance check takes place when
goods arrive at our logistics centre in Schrozberg. This
is how we ensure that only products that meet our high
standards will be delivered to our dealers and their cus-
tomers.

For our corporate wear and particularly for our Perfor-
mance collection line made of MIKRALINAR®, this means
our customers can rely on the guarantee that our prod-
ucts will meet the highest standards in terms of material
properties and possible applications:

Consistent high quality standards and excellent
colour fastness. Our (NOS) business model
requires that our customers must be able to buy
their chosen styles with the same material
properties and in the same colours even over
many years.

Washable at up to 60° C; MIKRALINAR® Pro line at
uptoos’C

Withstands wash cycles of at least 30-60°

The MIKRALINAR® Performance collection is
suitable for industrial laundry (excluding blouses
and shirts)

This commitment to quality through durability and
resilience presents certain conflicting goals in the grad-
ual transformation of our collection towards increased
sustainability in the area of raw materials. After all, many
certified sustainable materials unfortunately do not
(yet) meet the aforementioned quality requirements. For
example, we had hoped that our GOTS-certified Organic
collection line, which was launched in 2017, would have
achieved much greater market penetration. However,
the material properties were not reliable enough to be
accepted by customers in our sector. Our experience
in the last few years has demonstrated that our quality
standards mean that switching to certified sustainable
materials is no simple endeavour.

So there is clearly a need for product innovation here -
and we are setting ourselves specific goals for this.
We therefore continually monitor the market for inno-
vative production processes, materials, smart textiles
solutions, natural materials and synthetic fibres, and
investigatetheirusefromthe perspective of sustainability,
quality and suitability - for industrial laundry
applications, for instance.

Our objective is to test at least one innovation that could
be used in the company each year. We are proud that
we will soon be able to present our first sustainable
innovations when we introduce several new items to our
collection in autumn and launch these on the market (see
p. 88). Furthermore, starting in 2023, every new product
will contain sustainable materials or fibres at the HAKRO
premium quality our customers have come to expect,
and will be tested for recyclability.

@ 0.1%. That has been our customer complaint
rate for years. We measure ourselves by the
quality of our products.

NEW PRODUCTS

As enduring as the HAKRO range is, new styles are con-
tinuously added to our collection. In 2019 and 2020, we
increasingly added trousers made of woven fabric to our
range - we had previously only offered sweatpants. We
also extended our blouse and shirt range to include casual
items.

We used recycled materials for the first time with the

ultralight jacket ECO. This was a valuable learning

experience for us because from 2022 we are focusing on

comprehensive GRS (Global Recycled Standard) certifi-
cation for styles with recycled fibres to ensure complete

traceability of the materials. For example, as of autumn

2022 we will bring vests and jackets made of 100% recy-
cled polyester in accordance with the GRS standard to

the market with our ECO fleece styles. We are expanding
our Organic/GOTS collection in 2022 to include children’s

styles for the first time.

Capsule wardrobe? No problem. Our business model
@ is based on an appreciation of clothing.
The HAKRO collection accompanies people through
life and work: durable, long-lasting, timeless.
And infinitely combinable.
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Product innovations

In 2019, we expanded our range to include several styles
of trousers.

We used recycled materials for the first time with the ultralight
jacket ECO.

HAKRO MATERIALS

The fibre we use most in the production of our clothing
is cotton. We blend cotton with synthetic fibres to ensure
the longevity and robustness of our Performance collec-
tion line made of MIKRALINAR®, which also needs to with-
stand extreme working conditions and industrial laundry.

HAKRO will be using Tencel™ (Lenzing) for the first time
in its new collection starting in 2023. Tencel™ is a fibre
which is obtained from the renewable resource of wood,
and then industrially processed. Due to its almost 100%
closed production loop, Tencel™ is considered especially
sustainable and environmentally friendly.

26% - Sustainable cotton (thereof)
30% oo
2% e Cellulosic synthetic fibres
<1% - Merino wool

@ We consistently align the development of new
products with our sustainability targets -
without compromising on the HAKRO premium
quality our customers have come to expect.
From 2023, every new product will be evaluated
for recyclability.
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HAKRO COLLECTION 2022
Setting standards with MIKRALINAR® ECO and MIKRALINAR® PRO ECO

Our MIKRALINAR® and MIKRALINAR® PRO Performance collection is the strongest of our product lines.
In January 2023, we will be adding two sustainable product innovations that we are very proud of

and which truly set us apart. These styles combine sustainability standards with our uncompromising
requirements for maximum resilience and durability.

MIKRALINAR® ECO MIKRALINAR® PRO ECO

50% recycled polyester (GRS), 50% TENCEL™ (Lenzing), 50% polyester,
50% conventional cotton special vat dyeing

We are additionally looking into using organic our first TENCEL™-polyester knitted fabric to be
cotton (GOTS) or sustainable cotton (Cotton - certified according to Hohenstein

made in Africa) for our MIKRALINAR® ECO range. quality standard 704

However, the global market does not currently - developed to meet the highest standards:
offer these in the quality we require. sustainable, breathable, hygienic,

robust and high-quality

Made in Europe
dyed and knitted in Germany
assembled in Bulgaria

Motivates and supports your team, represents your company - corporate wear by HAKRO




Sustainability standards

OUR PATH: INTEGRATION OF
SUSTAINABILITY STANDARDS

HAKRO works with a range of bodies that certify sus-
tainability standards. An overview of which standards
apply at the respective stage of the value chain is pro-
vided in the HAKRO value chain graphic on p. 20/21. It is
almost impossible for non-experts to compare the many
different sustainability standards with one another, as
each implements a different approach and focuses on
different sustainability requirements within the textile
supply chain. This means that no single label or standard
is perfect - each does, however, have a particular
emphasis and rationale of its own.

We categorise standards into two levels: cross-company
and product-specific.

CROSS-COMPANY STANDARDS:

Fair Wear

HAKRO has been a member of the inter-
nationally recognised multi-stakeholder
initiative Fair Wear since 2021. Together with other cloth-
ing and textile companies, we promote compliance with
the highest social standards within the supply chain (see
also from p.59)

T Green Button
GRUNER The Green Button is the first govern-

KN PF ment-run meta-label for sustainable
ﬁ”;:;ﬂ?:;f;'i‘;?:;‘gﬁ’; te.xtiles in Germany. Every HAKRO model
with a GOTS or GRS label (so-called supply

chain standards) has been Green Button certified since
2020. The certification is applied to both textile brands/

retailers and their products.

PRODUCT-SPECIFIC STANDARDS THAT APPLY
TO OUR ENTIRE COLLECTION:

Standard 100 by OEKO-TEX
#% This is one of the best-known con-
" sumer protection labels in the world
and is used to label textiles that are not harmful to health.

RERO-TEX

O Carbon neutral Cllmate-neutral product .
PIOGUCt oo Certified product climate-neutrality

in cooperation with ClimatePartner
following the cradle-to-customer plus waste approach
(see p. 84).

PRODUCT-SPECIFIC STANDARDS THAT APPLY
TO SELECTED MODELS IN OUR COLLECTION:

Cotton made in Africa (CmiA)

All of our styles from Bangladesh are
CmiA labelled. This standard verifies and
supports sustainability at the start of the
supply chain - with the cotton farmers in
the field and in the first stage of processing, the ginneries.
This stage of the supply chain is not covered in this form
by any other standard.

* Cradle2Cradle (C2C)
CEITIRIED CaC certifies the recyclability of products

(see also p.90). We also use this label for
all of our models made with 100% cotton
in Bangladesh, further expanding their environmentally
friendly profile. Product-specific social standards are
also covered by C2C.

cradlefocradie

NI, Global Organic Textile Standards
< <
s w
: z (GOTS)
c & GOTS is the world’s largest and most

[
"GoTS
certified by Control Union
CU 1056577

comprehensive standard for the process-
ing of organic cotton within the textile
supply chain. GOTS sets out high-level environmental
requirements along the entire textile supply chain
and also monitors the social criteria to be fulfilled,
including all ILO code labour standards. In order for an
item of clothing to be GOTS-certified, it must consist of
at least 70% GOTS-certified cotton. In addition, every
processing plant within the supply chain must also be
GOTS-certified.

Global Recycled
w__Standard

Certified by CU 1056577

Global Recycled Standard (GRS)
The Global Recycled Standard is
the world’s leading standard for
the processing of recycled materi-
als. GRS defines high environmental and social standards
for the processing of fibres along the entire textile supply
chain. These include the ILO core labour standards,
including the prohibition of child labour. We have been
GRS certified since 2020.
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Supply Chains & Products

THINKING BACKWARDS FROM
THE END: CIRCULARITY

For the resource-intensive textile industry, circularity

OUR NEXT MILESTONES IN EXPANDING
THE USE OF CERTIFIED SUSTAINABLE
MATERIALS

Animal fibres: 100% of the animal fibres
used in HAKRO products are certified
sustainable and mulesing-free

Viscose fibres: 100% of the viscose fibres
used in HAKRO products are certified
sustainable (as of 2022: Lenzing profiles)

Textile finishing: 100% of the textile
finishing for HAKRO products is PFC-free
(free from per- and polyfluorinated
chemicals)

Microplastic pollution: We measure and
record the microplastic pollution of

our textiles containing PET (polyethylene
terephthalate)

Synthetic fibres: 100% of the synthetic
fibres used in HAKRO products are
certified recycled

(as of 2022: GRS certification)

Cotton: 100% of the cotton used in
HAKRO products is certified sustainable
(as of 2022: GOTS, CmiA, Fairtrade cotton,
recycled cotton)

is both a major challenge and a crucial lever for making
the entire value creation process more environmentally
friendly. The circular economy approach is very close to
our hearts - and that is reflected in our efforts to help our
clothing enjoy a long useful life. There are two fundamen-
tal components which are central to this:

1. Therecyclability of garments (the reusability of
their materials)

2. Closing the loop (the subsequent recirculation of
materials within closed cycles of use and
recycling)

1.

RECYCLABILITY

Textiles are deemed circular if all of the fibres can be sep-
arated and respun into yarn after the utilisation phase.
This concerns both the selection of fibres and the way in
which the item of clothing is produced. At present the
most circular textiles are those made from single-fibre
and minimally processed textiles, for instance a cotton
T-shirt. When it comes to synthetic fibres such as poly-
ester, it must be possible to break them down into their
basic chemical components for them to be circular. This
isthe case for Cradle2Cradle-certified fibres, for instance
(see also p. 89).

- The HAKRO approach

We began collaborating with Berlin start-up circu-
lar.fashion in 2020 and had the recyclability of all of
our products assessed and evaluated. As part of this
collaboration, we began participating in the #circu-
larloop circularity projectin 2021, along with a number
of other companies including Armedangels and
the Otto Group. This marked the starting point for
further ambitious objectives in relation to expanding
the circularity of our products.
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Circularity

2.

OUR NEXT MILESTONES AS WE EXPAND

CLOSING THE LOOP CIRCULARITY

Before textile material cycles can be completely closed,

a number of systemic obstacles must be overcome, for ° 2023

example the lack of an industry infrastructure (see also :  Allnew products are circular
the HAKRO value creation diagram on p. 28/29). After all,

closing the loop for textiles is far beyond what a single . 2025

company can achieve. It can only be the result of a joint
project of an entire industry, in which we participate in
the spirit of our HAKRO values of cooperation and com-
munity, side-by-side with solutions-oriented fellow mar- :
ket participants, pioneers, NGOs and solutions providers ° 2025

(see also p. 54 for our stakeholder approach). :  We offer textile recycling as a service for
T :  dealers and end customers

We establish a collaborative network
with recycling partners

2026

* Weconducta lifecycle analysis (LCA)
in accordance with 1SO 14040 and
ISO 14044 for all products

The development of
MIKRALINAR® was initiated
by commercial laundries,
which were looking for
afabric that durably with-
stands industrial washing,
drying and ironing
processes.

With MIKRALINAR®, we
achieved just that without
any loss of comfort. This
meant MIKRALINAR® quickly
became one of our most
successful fabrics and

the favourite of countless
industrial laundriesin
Germany, Austria, Switzer-
land and France.
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Team & Diversity

We are particularly proud of our special HAKRO spirit and sense
of community. HAKRO brings people together and unites them -
because our company serves people, and not the other way around.

We are just as committed to values such as openness, diversity and individuality as we are to honesty, reliability, justice,
respect, appreciation and trust. The high degree of satisfaction among our employees speaks to the fact that we are
doing plenty of things right. Expressed as a grade (where 1 = the highest grade and 6 = the lowest), HAKRO received a 1.2
in 2021 in the internal satisfaction survey HAKRO conducts every two years in the category of “overall satisfaction with
and at HAKRO”.

We have established ourselves as an important and attractive employer in the region and are building on the Schrozberg

site. A non-central location does not automatically mean disadvantages. The HAKRO team is continuously growing, partly
through a large number of unsolicited applications.
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Impact of our business activities

IMPACT OF OUR INTEGRATED SUSTAINABLE BUSINESS STRATEGY

We have analysed the material impact of our work and activities. In other words, we’ve looked where
we can strengthen what is good and where we can further reduce any negative effects of our activities.
We’re doing this transparently for our four fields of action.

\
/

Demonstrable
lived diversity, \
including through N
successful

, Making work more S \
, flexible with the inctusion % T N
)/ intention of improving :“g rroporltlon 2 \
/ work-life balance RN O \
/ including at \\
/ management level \
/
\
[ /
o \ ‘;
o, ‘'
1 L)
Q '/ 5
£ High standards Lo,
o/ for occupational \\ g
2 N . health and safety \
il Additional investmentin Qh
gb I employer attractiveness “ ]
o for current and future | ©
: 1 employees Development of I £
o the HAKRO Academy for I <
c | multifaceted / 1)
o\ development of skills / §
% \\ 'S
3 )
© Iz
o' , ~+
YA The voluntary , @
\\ . objective of paying /
\ Increase in pay K wages above the /’
\ transparency to make collective bargaining ,
\ equality clearer

agreement for the /
industry

Expansion of /
participatory ,
decision-making /

paths

/
\

o HAKRO Integrated Sustainable Management Report 2022 93



Team & Diversity

OUR VISION

Always one step ahead. We live and safeguard values.
Exemplary. Leading in our sector. Inspirational for all the people
who work for and with us and wear our clothes.

OUR MISSIONS IN THE FIELD OF ACTION

TEAM & DIVERSITY

01/ 02/

We accept social respon- We live diversity and equal
sibility for all employees. opportunities and see a
HAKRO is valued as a safe, diverse team as an enrich-
sustainable and outstanding ment for HAKRO.
employer.

03/ 04/

Our commitment to the We support our junior staff,
health of our employees train them in an appreiciative
results in a comprehensive way and offer our employees
occupational health manage- | a comprehensive development
ment system. and training programme.

o HAKRO Integrated Sustainable Management Report 2022 94



HAKRO as an employer

HAKRO is team spirit. We are a community, and we support each other.

Empathy, respect, trust, loyalty and integrity mark our interactions
with each other. To keep it this way, we invest significantly in constantly

further developing programmes for our employees.

What took a long time is finally complete:
all our employees received a piece of the
puzzle with the invitation to the presenta-
tion of our new corporate vision.

@ The “Results” chapter presents our
human resources key figures for
2021 (see from p. 42).

As a flourishing employer, we are growing continuously.
We’re building here, in the truest sense of the word, on
our regional site in Schrozberg and are creating the space
for healthy, networked and joyful work with our long-term
building planning (see also the “Site & Resources” chapter
from p.108 for our site concept).

The development of our Integrated Sustainable Business
Strategy for 2022-2030 also has consequences for the
future direction of the programmes for our employees.
This is because acting in an integrated way requires
additional knowledge, skills and an appropriate mindset.
Sustainability is already integrated in the interview guide-
lines for the application process for new employees. This
is continued with a diverse range of training options in our
HAKRO Academy.
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Team & Diversity

TEAM AND CULTURE

Our much-vaunted HAKRO spirit is far more than aspi-
ration. It can be felt at all times and everywhere in our
day-to-day work, it has supported us through the chal-
lenging times of the pandemic and it is lived by our
employees. We’re grateful for this and therefore strive to
constantly optimise the conditions needed for good and
healthy work. The fact that we’re already doing a lot right
here can be seen from the result of our internal satisfac-
tion survey, which we conduct every other year. In 2021,
our employees gave us a grade of 1.2 here (where 1 = the
highest grade and 6 = the lowest), in the category of

“overall satisfaction with and at HAKRO”.

The management team around Carmen Kroll
presents figures, objectives and the new business
strategy at the staff meeting “Come Together”.

The four new fields of action of our
Integrated Sustainable Business Strategy
for 2022-2030 were communicated
interactively, playfully and with a great
deal of fun.

@ Our employees gave HAKRO a grade of 1.2 in the
category of “overall satisfaction with and at
HAKRO” in the internal satisfaction survey in 2021

(where 1=the highest grade and 6 = the lowest).

A key aspect regarding the satisfaction and health of our
employees is the opportunity to make their working hours
more flexible with the intent of improving work-life bal-
ance, including at different life stages. There are various
working hours models available at HAKRO and we can find
an individual solution for every requirement - whether for
those returning to work after taking parental leave or for
people caring for a family member. With the exception
of logistics, where physical presence is essential, our
employees also have the option of working from home
up to two days a week in consultation with their manager
and their teams, including after the end of the pandemic-
related rules. Our goals for the “Team & Diversity” field
of action also include the option of a sabbatical for all
permanent employees, the provision of a school holiday
programme for children (aged 5 to 15) and funding child-
care options for our employees’ children (3 months to 7
years).
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Equal opportunities

“Many I’s - one we”. The new HAKRO artwork, which was made
public on the 2022 Diversity Day, translates the diversity of the
HAKRO workforce into pictures.

DIVERSITY AND
EQUAL OPPORTUNITIES

We are proud of the diversity of our workforce. In our
team, all employees are given a chance - irrespective
of their personal characteristics. We are approacha-
ble and welcome people with talent who bring an open
style of communication and sense of community to our
team (see also p. 101). Our two diversity and inclusion
officers are available to our employees at any time to
answer any questions about equal opportunities.

Living diversity requires equality - and that starts with
salary. We have already been orienting ourselves on the
collective bargaining agreement for wholesale and
foreign trade for many years. From 2024 onwards, we
want to exceed this. Our wage and salary structure
ensures that our employees’ pay does not depend on
their personal characteristics, and particularly not on
their gender. Transparency is an important foundation of
fairness and equal opportunities. We are going to make
our wage and salary structure even more transparent and
comprehensible for our employees.

We have not only signed the Diversity Charter, we also
live it. This includes taking part in the German Diversity
Day with great commitment each year. This year, we
participated with the motto of “Viele Ichs - ein Wir”
(many I’'s - one we). To this end, the artist Dorothea
Schulz had a personal and confidential conversation with
each and every one of our employees and depicted their
essence in a sketch. As a result, over time she wove a
“tapestry of conversations”, which was presented at the
2022 Diversity Day as a multi-part artwork (see pictures).
As a sign of our solidarity, we had the artwork framed and
had it installed in the arcade for all to see.

Artist Dorothea Schulz personally interviewed all
HAKRO’s employees over the course of many months
and captured the diversity of their perspectives in
watercolour and gouache drawings.
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DIVERSITY
ASATEAM

HAKRO’S TEAM WEAR

As a supplier of corporate wear, we naturally
also provide our employees with team wear. As
much as we value team spirit, we also want to
enable our employees to show their individuali-
ty with their work clothing. That’s why we intro-
duced new team wear in 2021.

Our employees now have the opportunity to
choose their favourites from more than 120
styles - completely in keeping with the HAKRO
collection’s maxim that everything matches,
can be endlessly combined and allows maxi-
mum scope for your own interpretation. The
unifying element is always our slogan “HALT.”, or
“It holds”, which runs through the entire collec-
tion like our brand logo.




Education

Even during the pandemic, we were not deterred and
showed that “colourful” can also work at a distance: in
2020, we called on everyone in Schrozberg to transform
the streets into a giant chalk work of art as part of our
diversity campaign. We were overwhelmed by the many
moving contributions! We then made the wide variety
of artworks accessible to everyone in Schrozberg in a
gallery.

The “tapestry of conversations” was installed in the new
HAKRO arcade - as a reminder that diversity is a value that
enables community and enriches our lives.

GROWING AND LEARNING

The continuous training of our workforce and the pro-
vision of future-proof ongoing training approaches is one
of the core tasks of our Human Resources & Motivation
department.

Our HAKRO Academy offers our employees an extensive
personal development programme and seminars with
external and internal speakers on topics in the fields of:

Communication and social skills
Specialist knowledge
Sustainability

Health and fitness

Safety

Music, dance and art

D N TR R A 2

The HAKRO Academy’s diverse range of options is
continuously being expanded.
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Team & Diversity

By 2024, we are going to extend the HAKRO Academy
programme with more e-learning services. We also sup-
port the individual and professional training of our staff
and offer training positions for apprenticeships or dual
study programmes for young people and young adults
in numerous career profiles. From 2023 on, our training
programme will also include work shadowing on
social projects. By 2030, we want to offer all permanent
employees the option of educational scholarships. Once
a year, we hold interviews with our employees in which
we together analyse their individual development poten-
tial and agree concrete steps in this regard.

We are also accompanying HAKRO’s strategy develop-
ment and transformation with corresponding formats. In
2021, we started a workshop series on the topic of change
management and digitalisation, which is aimed at all em-
ployees. We want to use the workshops to reduce fear of
interaction and promote internal discussion on innova-
tions.

We’ve developed our Integrated Sustainable Business
Strategy through participatory processes. In particu-
lar, we have incorporated our employees’ creativity and
wealth of ideas (see the “Our motivation” chapter, p. 16).

With information and training formats, we support our
employees with participating in the continuous further
development of our strategy with advice and action.

HEALTH AND SAFETY

Our safety officers focus on ensuring safe and healthy
working conditions - whether it’s for physically de-
manding work in the logistics centre or office work with
ergonomically designed workstations. We have also had
height-adjustable tables installed at our packing stations
in our logistics centre for back-friendly work.

Furthermore, since 2018, one employee has exclusively
be responsible for the holistic promotion of our 180 em-
ployees’ health, including individually when needed. This
ranges from massages and a fitness and yoga programme
to brief inspirational talks and health and nutrition tips.

HAKRO Integrated Sustainable Management Report 2022

As a result of the expansion of our logistics centre, we
now have appropriate facilities for sport and exercise.
We’re going to remodel our bistro in the logistics cen-
tre, where employees have been able to prepare or heat
up food they have brought with them, by 2023. It will be
turned into an inviting canteen with its own chef, where
healthy dishes will be freshly prepared. Our current
health programme will be transferred into in a holistic
corporate health management strategy by 2024.

In the 2021 reporting period, there were no serious acci-
dents. At an average of 92%, our health rate is very high.

THE PANDEMIC AND
SHORT-TIME WORKING

The coronavirus has posed a range of challenges
for the HAKRO team - primarily due to the need to
implement short-time working for the first time in
company history. In times of economic uncertainty and
largely unpredictable risks for our company, we have also
at times made use of this as an instrument to secure our
employees’ jobs. In this way, we were also able to keep
the average number of our employees at the previous
year’s level in 2020. We topped up the short-time work-
ing allowance to 80% for everyone. At the end of April
2021, short-time working ended.

Social distancing has proved particularly difficult for
those of us who value warmth and closeness. Still, we got
off lightly in terms of Covid-19 cases. Our comprehensive
hygiene protocol was effective, despite Schrozberg
having the highest rates of infection in the whole of Ger-
many for some of the first lockdown in 2020. We followed
the “hands, face, space” rules and regularly tested our-
selves. Our logistics team split itself into two separate
teams so as to remain operational in the event of a major
outbreak of infection. We offered three vaccinations to
our entire workforce.

In our internal satisfaction survey in 2021, we also asked
our employees about their pandemic experiences in the
company. They told us that not only were they fundamen-
tally satisfied with our measures for health and occupa-
tional safety, they felt safe even during the acute phase of
the pandemic.
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HAKRO

Inclusion

MEANS BUSINESS.

Mainstream labour market for the first time

Everyone has talents. Some peo-
ple need a little more support for
these to unfold. Our partnership
with Sozialtherapeutische Gemein-
schaften Weckelweiler e.V., which
helps people with handicaps achieve
their potential with employment and
training options, has a long tradition.

A permanent external group of up to
13 people has worked in the Logistics
& Services department since 2017.
For some of them, it is their first reg-
ular job and their first opportunity to
earn their own money - giving them
stability and guidance and creating
inclusion.
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13 colleagues with handicaps from Sozialtherapeutische Gemeinschaften Weckelweiler
e.V. support our logistics team.

We are delighted that we have
already been able to hire two
employees with handicaps from
this cooperation directly at HAKRO.
This means they’re integrated in the
mainstream labour market for the
first time - an example of how par-
ticipation can succeed.

And we’re not stopping here either.
By 2030, we want to increase the
proportion of people with handicaps
at HAKRO, including our “Weckel-
weiler teams”, to 15%. Even without
this team, at 6.11% we are already
exceeding the statutory quota of 5%.

By 2025, we also want to double the
opportunities for our employees to
participate in shared projects with
people with handicaps outside their
working hours in comparison with
2022.

In 2019, HAKRO was awarded first
place in Sonnenhof e.V.’s Inclusion
Award for its cooperation with
Sozialtherapeutische Gemeinschaf-
ten Weckelweiler e.V. and in 2020,
it was one of the five nominees for
the LEA-Mittelstandspreis, a prize
for SMEs awarded by the state of
Baden-Wiirttemberg.
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Site & Resources

HAKRO has had its site in rural Schrozberg, in the Hohenlohe
plain in northern Baden-Wuerttemberg, from the beginning.

We have deep ties to the region and invest a great deal

in the future of the municipality and in doing business in an
environmentally friendly way.

HAKRO is growing. Our yes to Schrozberg stands rock solid - forever. We want to develop ourselves at and with the site.
Although we were able to deal with the first few decades of our growth through re-purposing and expansions of existing
buildings, since 2000 we have been continuously investing in the construction and expansion of a modern, multifunc-
tional logistics centre, including a showroom and New Work workspaces.

We have been climate neutral at our site since 2017. We are going to expand our holistic climate-protection strategy to
include science-based targets in accordance with the Science Based Targets initiative by 2024. We produce green

electricity through our photovoltaic systems and offer flora and fauna an ecological compensation site on a 10,000 m?2
wildflower meadow.
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Impact of our business activities

IMPACT OF OUR INTEGRATED SUSTAINABLE BUSINESS STRATEGY

We have analysed the material impact of our work and activities. In other words, we’ve looked where

we can strengthen what is good and where we can further reduce any negative effects of our activities.

We’re doing this transparently for our four fields of action.
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Site & Resources

OUR VISION

Always one step ahead. We live and safeguard values.
Exemplary. Leading in our sector. Inspirational for all the people
who work for and with us and wear our clothes.

OUR MISSIONS IN THE FIELD OF ACTION

SITE & RESOURCES

01/ 02/ 03/

We conserve The Schrozberg We are commit-
resources and rely site remains climate- | ted to protecting
on a consistent neutral. ecosystems and
waste management biodiversity at the
system. Schrozberg site.
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Environmental management

Growth in and with the region, the international procurement of goods and
employees’ changing needs are not mutually exclusive. To keep it this way,

we invest significantly: in the community, in the environment and in buildings

that are as functional as they are contemporary and naturalistic in design.

Location Schrozberg. In addition to the town itself,
the area’s 6,000 inhabitants live in 53 villages, hamlets,
farms and individual houses. This is where HAKRO was
born, this is where HAKRO grew up and this is where
HAKRO wants to stay. Our business success has already
proved that “from Schrozberg to the world” works. In
future, we will place and even greater emphasis on “the
world to Schrozberg”. To this end, we have developed
a comprehensive site concept and already completed
major phases of the building extension and new con-
struction.

We are particularly proud of the HAKRO showroom in our
logistics centre, where we have been receiving custom-
ers, partners and guests since 2019 and which we use on
a daily basis for internal discussions, events and team
meetings (see also the “Site & Resources” chapter from
p. 110). We have already reserved an area of 20,000 m?2
for further growth stages. In the future, all new construc-
tion and remodelling at our site will be based on the cri-
teria of the German Sustainable Building Council (DGNB).

our photovoltaic systems produce more

@ electricity than we need. We feed part of the
electricity we generate into the public grid
and use part of it ourselves.
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SYSTEMATIC ENVIRONMENTAL
MANAGEMENT AT THE SITE

Beyond the building management, we also want to
keep our environmental footprint at the site as small as
possible (for the supply chain relating to our clothing, see
also from p. 56). In order to reduce the consumption of
resources and energy at our site, we analyse our process-
es and ensure that we act efficiently. We close material
cycles wherever possible. Our environmental manage-
ment has been 1SO 14001 certified since 2020. For several
years now, we have been recording, preparing an account
of and publishing 100% of our energy and resource con-
sumption at the site.

HAKRO
CLIMATE PROTECTION STRATEGY

HAKRO pursues a holistic climate protection strategy
that monitors and manages CO, emissions as well as all
other greenhouse gas emissions (expressed as CO, equiv-
alents, CO2,).

We have recorded all our site-related climate data 2017.
ClimatePartner calculates the company’s corporate car-
bon footprint every year (see box on p. 107).

On the basis of this primary data, we identify our
further reduction potential, because avoiding and
reducing emissions are our climate protection strategy’s
most important aims. We’ve already achieved a number
of things here: we cover 100% of our electricity needs
from sustainable sources, with the majority of this in fact
coming from generation from our photovoltaic systems
on the roofs of our administrative and logistics buildings.
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Site & Resources

In 2021, we used 53% of this self-generated electricity
ourselves and fed the remaining 47% into the public grid.
We purchase the rest of the electricity we need as green
electricity. This means that there are no electricity-
related CO,e emissions (Scope 2). In addition, there’s
a lot of further reduction potential, for which we are
setting ourselves ambitious targets (see our core goals
starting on p. 114).

However, putting the reduction measures into practice
takes a lot of time. Therefore, until we’ve fully realised
these measures, we are compensating for negative cli-
mate effects by offsetting our still unavoidable emis-
sions - at the site since 2017 and additionally for the
entire HAKRO collection since 2022. Offsetting is not the
only solution for us, but it is a meaningful intermediate
step. We choose our certified offsetting projects care-
fully. It’s important to us that these have a long-term
approach, make a direct and verifiable contribution to
climate protection and also bring added value to society.
For example, the offsetting measures we supportinclude
a drinking water project in Cambodia and investments in
protecting old-growth forests in Brazil (see p. 85).

By 2024, we will gradually expand our strategy with 1.5°
C-aligned science-based targets (SBTs) in order to make
a measurable contribution towards achieving the Paris
Agreement.

HAKRO’s Schrozberg site has been

@ climate-neutral since 2017. By 2024,
we are going to expand our climate
protection strategy to include science-
based targets.

As of 2023, we will calculate the effects of the advanc-
ing digitisation of our work processes on our carbon
footprint. By 2030, we will have completely switched all
vehicles with combustion engines to sustainable mobili-
ty in our HAKRO fleet. For our further goals, see also our
overview of our goals starting on p. 114.
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KNOWING AND PRESERVING
REGIONAL BIODIVERSITY

Effective environmental protection relies on each and
every individual playing a part. That’s why we have set
ourselves the objective of raising the awareness of at
least 10% of our employees on the topics of ecosys-
tems at our site and biodiversity in general each year
until 2023. As a comprehensive biodiversity measure, we
had a 10,000 m2 wildflower meadow planted next to our
logistics centre in 2018. It provides a habitat for a growing
number of flowers, grasses, birds and insects. This area
will also become home to our first bee colony this year.
Accordingly, for the extensive maintenance of our other
green spaces, we completely avoid the use of chemicals
and employ more natural methods instead.

@ The “Results” chapter presents our
environmental key figures for 2021

(see from p. 44).

@ Our one hectare wildflower meadow is more
than just a symbol of the protection of
biodiversity at our site. It offers a habitat
and food for bees and other insects.
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Carbon footprint

OUR CARBON FOOTPRINT
AT THE SCHROZBERG SITE

The corporate carbon footprint of our company,
including its site in Schrozberg, was 4,884.49 t CO.e
in 2021. To make the site climate neutral, we offset
these emissions through a forest conservation project
in Brazil. By far the greatest share of our emissions
are in Scope 3 - in the supply chains involved in the
production and transport of our garments. That's why,
in addition to our site, we have also made our entire
collection climate neutral since the start of 2022 (see
“Supply Chains & Products” chapter, p.84).

BREAKDOWN OF THE CO.e EMISSIONS IN 2021

Over 85% of the emissions that are attributable to our site processes
and rendered climate neutral are due to logistics of goods and people.
Of these, the largest component is incoming goods logistics.

78.8%

3,847t
6. 3 % Pa?kaging ma-
309t terial
59 % Employees’
286t commutes
3.3% Heat
160t (self-generated)
1 .8% Out.bcTund
87t logistics

0 ? Remaining
149-6[3 A) é emissions sources

Scope1 Scope 3

Scope1

4.4%

216 t

Scope 2
0.0%
ot
Scope 3

95.6%

4,649t

Our CO,e emissions sources in 2021

OUR
REDUCTION TARGETS

Our absolute CO,e emis-
sions have risen since
2019 - because HAKRO
is growing too. With our
Inbound reduction targets, we
logistics are targeting the most
important lever, Scope

3 emissions. We have
set ourselves the goal

of reducing emissions in
textile processing and in
upstream goods trans-
port (long distance) by at
least 30% relative to the
total produced quantity
in units by 2030 (base
year 2022).
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Site & Resources

HAKRO IS BUILDING.

At the site, in the region and
for the future.

The “old school” in Schrozberg.

The site of HAKRO’s administration since
the end of the 1980s and the home of
the company’s founders Marianne and
Harry Kroll to this day. In the early days,
the warehouse and even a textile screen
printing works were also housed here.

HAKRO today. A logistics centre com-
plete with showroom and New Work
concept has been constructed in the
Schrozberg industrial area over four
construction stages and 20 years.
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Site concept

@ Our current picking and dispatch @ In 2019, we put our high-bay
warehouse was the very first warehouse Il into operation
(and at that time only) HAKRO and completed the fourth
warehouse on the 9,000 m2 site construction stage.
at the start of the 2000s.

@ The 10,000 m? HAKRO wildflower
@ The first HAKRO high-bay meadow attracts both people

warehouse followed. and bees with its floral splendour in
the summer.

@ Our high-bay warehouse Il was
part of the third construction
stage.

Space for expanding the business

Workshop and photo studio

® ©

@ The passage to the latest
construction stage on the left
houses a new unloading hall,
new offices for logistics and the
HAKRO showroom with Harry’s
Bar.
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Site & Resources

HAKRO SHOWROOM

Bringing the world to Schrozberg.
Making HAKRO’s corporate wear and
values come alive - instead of just talk-
ing about them elsewhere. That was the
idea when designing the 600 m* HAKRO
showroom, which was completed in 2020.
The HAKRO showroom is the first part of ‘

our far-reaching future-oriented overall |||| |‘ ‘ ‘ H‘
J it “

concept for the company headquarters

love for the region.

|
The sustainable greening concept en- i'
sures a healthy indoor climate and It
natural feeling of well-being. As an l ‘
intelligently planned multifunctional UJ‘”
space, the showroom offers many op- l
portunities to work and exchange ideas
with teams, customers and partners in
meetings and at events. Our Integrated
Sustainable Business Strategy was in

large part developed here.

in Schrozberg - and a declaration of our

"
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Site concept

The HAKRO showroom. HAKRO corporate wear
you can touch, HAKRO spirit you can feel and
a clear commitment to the Schrozberg site.
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Site & Resources

HARRO‘ 5

HALT. SEIT 1969

The HAKRO showroom is a meeting place that combines New Work and product presentation.
Five individual meeting spaces create room for head and heart. There is also space for events right up
to large company celebrations.

o HAKRO Integrated Sustainable Management Report 2022 112



Madam Mayor, what is your view

Interview

of Schrozberg and HAKRO?

Jacqueline Forderer is Schrozberg’s mayor. The 33-year-old
has been in office since 2016 and represents the important HAKRO
stakeholder groups as the representative of the town and
municipality of approximately 6,000 inhabitants.

How’s Schrozberg doing as

a business location?

If you look at our rural location and
region, the business location of
Schrozberg is developing very well.
We have a varied range of jobs, prod-
ucts and services.

What does Schrozberg do to

make itself more attractive for
business people?

We are one of the first municipalities
in the Schwabisch Hall district to
offer a fast glass fibre network with
comprehensive coverage. This
makes the information superhighway
even more important for us than the
actual autobahn connection, around
30 km away. There’s also attractive
commercial space on favourable
terms. It's personally important to
me to maintain contact with all our
business people, to have my finger
on the pulse.

Unfortunately, realistically, there’s
not a lot we can do about e-com-
merce and shop standing empty in
town centres, which we’re also ex-
periencing. Especially as we already
have a diverse range of products on
offer locally - if you consider pur-
chasing power and supply.

Can you describe your first
contact with HAKRO?

That was an aha moment for me. In
my very first conversation with Ms
Kroll in 2016, she told me that
statistically, there’s at least one
item of HAKRO clothing hanging in

almost every wardrobe in Germany.

When | got home, | went through my
wardrobe and did indeed find a
HAKRO T-shirt with a club logo, which
I'd owned since as far back as 2005.

What role does HAKRO play
for Schrozberg?
A very big one, of course. HAKRO is

a large and attractive employer.

HAKRO stands for quality and
sustainability, and the town also
benefits from this positive public

image and aura. HAKRO’s also a relia-
ble partner for our clubs and associa-

tions and supports many projects
financially and in non-material ways.

What do you wish regarding
HAKRO?

I wish for HAKRO to continue to invest
in strengthening its site, to retain
jobs and to expand as far as possible.
| also wish for a continuation of our
good relations and open and person-
al communication. And if | may be
permitted to wish something for
HAKRO, then it’s continued positive
development of the business, joy at
work and success on the exemplary
and exciting path to integrated sus-
tainable business activities.

@ “In an interview with HAKRO, Ms Kroll told me that,
statistically speaking, there’s at least one item of HAKRO
clothing hanging in almost every wardrobe in Germany.
At home, | went through my wardrobe and did indeed find
a HAKRO T-shirt with my club logo.”

Jacqueline Forderer,
Mayor of Schrozberg
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Our key objectives for 2022-2030 in each field of action

OUR KEY OBJECTIVE
2022-2030

IN EACH FIELD OF
ACTION

We demonstrate the contribution each of our key objectives makes
to the UN Sustainable Development Goals (SDG).

To that end, we distinguish between essential contributions (large icons)
and accompanying contributions (small icons).

The full catalogue of all missions and objectives in each field of action
is available for download in the download section at hakro.com.
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Key objectives

Objectives in each field of action Attainment  SDG

COMPANY MANAGEMENT & DIALOGUE

Implementing a respectful system for target 2022 12
agreements, target agreements with each

department CXJ

Applying ethically sustainable or eco-social selection 2022 12
criteria to 100% of our financial investments

Holding over 100 valuable appointments between 2022
our sales department and dealers at the Schrozberg

site, partially as a substitute for taking part in trade

fairs

Promoting co-creation through at least two 2022 17 Pimasses

FOR THE GOMLS

development projects a year together with external
participants and affected parties

100% of our communication content is sustainability 2022
content across all the attention-grabbing communi-
cation channels we use

Transferring our compliance requirements into an 2023 g reonmman
ISO 37301-certified compliance management system

Annual award of a HAKRO sustainability prize to 2023 17 Dovasses
authorised dealers %
Needs-based publication of our supply chain on Tier 1 2023 § rcunmomas

i

Promoting co-opetition through at least one joint 2024 ]
project a year with fellow market participants,
especially regarding sector-specific risks

Integrating innovation management into the 2025 [} forpiol]

organisation &
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Our key objectives for 2022-2030 in each field of action

Objectives in each field of action Attainment  SDG
Opening our HAKRO Academy to external 2026 wam
stakeholders, up to 10% of the Academy programme U l
Doubling the donation volume to the Harry Kroll 2027 10 ==,
Foundation for charitable purposes compared with -
2022 (=)
Doubling the volume of donations in cash and 2027 10 ==,

kind for nonprofit purposes (social and charitable)
compared with 2022

Collaborating exclusively with ethically sustainable 2030
financial service providers

Multiplying our values and sustainability goals 2030 wam
and integrating them into the sales activities :
of commercial and industrial end customers through I!ﬂ'

our authorised retailers (at least 90%)

Carrying out a potential analysis for opening up new 2030
(integrated sustainable) business areas

Digitalising our internal and external services, 2030 19 s
100% disruption rate of the defined processes A T——
compared with 2022 CXD
Attaining the maximum reasonable degree of 2030 19 rorosa

digitalisation in all departments

Needs-based publication of our supply chains on 2030 12
Tiers1-4
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Key objectives

Objectives in each field of action

Attainment

SDG

SUPPLY CHAINS & PRODUCTS

Evaluating and prioritising all sector-, country-,
supplier-, and raw-material-specific potential and
actual risks along the OECD Due Diligence Guidance
for Responsible Supply Chains in the Garment and
Footwear Sector at least once a year and deriving
appropriate measures

Inviting our production partners (Tier 1) to evaluate
HAKRO’s purchasing practices, cooperation,
communication and integrated sustainable manage-
ment each year

At least every 3 years, auditing all of HAKRO’s direct
production partners (Tier 1) in accordance with

the criteria of the iMPACT Program as part of our
membership in the Fair Wear Foundation

Offer support in selecting needs-based and suitable
training programmes for all factories audited in
accordance with the iMPACT Program

Together with our direct production partners (Tier 1),

support all political, systemic and individual measures

that pursue the objective of promoting a living wage
over the medium and long term
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Our key objectives for 2022-2030 in each field of action

Objectives in each field of action

Attainment SDG

Material composition of new shipping cartons:
at least FSC mix (Forest Stewardship Council)

100% compensation for (still) unavoidable or
non-reducible CO,e emissions in accordance with the
GHG Protocol in textile processing and upstream goods
transport (long distance) via certified climate protec-
tion projects to maintain at least the climate neutrality
of our products

100% of the animal fibres processed in HAKRO
products certified as sustainable and mulesing-free
(status as of 2022: Responsible Wool Standard [RWS])

Testing innovative materials for sustainability accord-
ing to recognised evaluation standards (such as the
HIGG Index) and for industrial washing suitability in
accordance with ISO 15797/1SO 30023, at least one
innovation a year

Circularity of all new products we develop

Testing all our products and materials for
recyclability

Achieve Leader status as a member of the Fair Wear
Foundation for supply chain management on Tier 1

2022 12

2022

2023

2023

2 0 2 3 INDUSTRIE, 17 PARTNER-
INNOVATIONUND SCHAFTEN
INFRASTRUKTUR ZUR ERREICHUNG

2023 B 17 e

2024 Y
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Key objectives

Objectives in each field of action Attainment  SDG

Certified sustainability for 100% of the viscose fibres 2024 wmoso [ 10 wwosn
processed in our products (status as of 2022: Lenzing "
profiles)

Ensuring traceability of our supply chain, including all 2025 o w8
upstream operations along the direct production

stages- from manufacturing back to raw material
extraction

Measuring microplastic abrasion in 100% of our 2025 "e .
textiles that contain PET (polyethylene terephthalate) ———

At least every three years, auditing of all upstream 2025 12 AesPONSE 14 w o
wet processing operations to analyse and reduce the
ecological and human-rights risks, unless they are
already ensured through chain certification standards

Balancing all Scope 1 and Scope 2 CO,e emissions of 2025 soommam

our direct production partners (Tier 1) in accordance
with the GHG Protocol (Greenhouse Gas Protocol) LV v

Acknowledging and signing the ZDHC MRSL 2025 00 HEATH

AND WELL-BEING

(zero Discharge of Hazardous Chemicals/Manufac-
turing Restricted Substances List) by all upstream
wet process operations

o HAKRO Integrated Sustainable Management Report 2022 119



Our key objectives for 2022-2030 in each field of action

Objectives in each field of action Attainment  SDG

Sustainable material for all unavoidable repackaging 2025
used by HAKRO (recycled post-consumer material or
sustainable material innovations)

Consumption reduction of 20% (by weight) for new 2025
cardboard packaging, relative to units sent, compared
with 2022

100% PFC-freedom (per- and polyfluorinated 2025
chemicals) in the textile finishing of our products

Building a cooperation network with recyclers 2025
(covering all material compositions in the HAKRO

product portfolio by at least one recycler)/integrating

textile recycling into the services offered to our

dealers and their end customers

Ensuring the traceability of all suppliers (ingredients, 2027
materials and services) in the supply chain A

Relative to incoming goods per year, 50% weight 2027
reduction of our polybags in repackaging
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Key objectives

Objectives in each field of action Attainment  SDG
At least every three years, auditing of all indirect 2030 wonwerve [ 10 mwvsn

production partners to analyse and reduce the
ecological and human-rights risks, unless they are
already ensured through chain certification

standards

Based on political, systemic and individual measures, 2030 w
ensuring that workers at 100% of our direct production S
partners (Tier 1) earn living wages (according to the matil

Anker methodology)

(Further) reduction of CO,e emissions in accordance 2030 17 namees
with the GHG Protocol in textile processing and in

upstream goods transport (long distance) relative to
the total produced quantity in units by 30%

Certified sustainability for 100% of the cotton 2030 oA WO
processed in our products (status as of 2022: GOTS

(Global Organic Textile Standard), CmiA (Cotton
made in Africa), Fairtrade cotton, recycled cotton)

Certified sustainability for 100% of the synthetic 2030
materials processed in our products (status as of
2022: GRS - Global Recycled Standard)
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Our key objectives for 2022-2030 in each field of action

Objectives in each field of action Attainment  SDG

TEAM & DIVERSITY

Integration of the topic of sustainability into the 2023 17 naveses
interview guidelines for job interviews @
For each trainee, work shadowing in social projects, 2023

integration in our training programme %
Exceeding the respective collective bargaining 2024 17 Pomerses
agreement rates for wholesale and foreign trade in

the wage and salary structure @

20% share of e-learning in the HAKRO Academy’s 2024 17 naveses
total offering %
Offer a sabbatical for permanent employees 2024

Offer flexible working time to 100% of our employees 2025 17 Desies

Offer of holiday programmes for children (5-15 years) 2025 17 Pemerses

for 100% of the parents among our employees %

Doubling the opportunities for our employees to 2025 17 nameses
participate in shared projects with people

with handicaps outside their working time in @

comparison with 2022

Transparency and comprehensibility of our wage and 2026 17 nesies
salary structure in wage and salary groups for all
employees @
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Key objectives

Objectives in each field of action Attainment  SDG

Day care offer for the children (3 months -7 years) of 2027 17 Pomerses

100% of the parents among our employees

50% more special leave days used compared with 2030 | 1] Pmersues
the base year 2022 as part of our TeamShare project @
Use of our company pension plan by all permanent 2030 17 Do
employees

Increasing the percentage of people with handicaps 2030 cum 17 Pamersues
in the HAKRO team to 15% @
Offers for external professional development 2030 17 e
(such as scholarships) taken advantage of by 15% of

our employees

SITE & RESOURCES

Compensation for all (still) unavoidable or non- 2022 o

reducible direct and indirect CO,e emissions on site

(Scope 1+2) through certified climate protection

projects

Keeping our own bee colonies in the insect-friendly 2022

HAKRO wildflower meadow and producing honey

(partly to raise our employees’ awareness of biodiversity)

Dispensing with the use of herbicides and pesticides
during the extensive maintenance of our other green
spaces

2022
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Our key objectives for 2022-2030 in each field of action

Objectives in each field of action Attainment  SDG
Basing all new construction and remodelling on the 2023

criteria of the German Sustainable Building Council

(DGNB)

Illustrating the effects of digitalisation in our climate 2023 wam
footprint

Reducing the CO,e emissions from our employees’ 2026 wan
trips to work by 20% compared to the base year 2022

Excluding vehicles with a combustion engine from 2030 wam
our vehicle fleet

M
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Report profile

ABOUT THIS

REPORT

The Integrated Sustainable Management Report 2022
is the first management report by HAKRO GmbH and con-
tinues its prior sustainability reporting. It depicts the
business activities of the whole of HAKRO GmbH, which
does not hold any subsidiaries or equity investments.

Since 2015, HAKRO has provided transparency on its sus-
tainability performance each year. The last sustainabil-
ity report, which was entitled “Halt”, was published in
2019 for the reporting year 2018. There was subsequently
a fundamental strategic reorientation of HAKRO GmbH
and, as a result of this, of its reporting and the presenta-
tion of data.

The Integrated Sustainable Management Report 2022
contains data for financial years 2019-2021, takes stock
of the five-year sustainability strategy cycle “Wirkstoff
2017-2022” and explains HAKRO GmbH’s future path. It
has been reviewed and approved by the management
team. The key business figures contained in this report
have been audited by our auditor. For future integrated
sustainable management reports, we plan to expand the
auditor’s report to include the sustainability figures. The
editorial deadline for this report was the end of May 2022.

o HAKRO Integrated Sustainable Management Report 2022

The report is prepared in accordance with the GRI Stand-
ards (2021 version) and meets the transparency require-
ment for a social report pursuant to the Fair Wear Foun-
dation (FWF). It is our progress report to the UN Global
Compact (UNGC) and to the state of Baden-Wiirttem-
berg’s WIN Charter.

The report contains forward-looking statements that are
based on current assumptions and expectations. Various
factors may lead to the results differing from the assess-
ments presented here.

The report is available in German and in an English trans-
lation as a digital report. The printed version does not
contain an annex, for reasons of resource conservation.
We are making this available on our website as a separate
download.

- www.hakro.com/en/service/downloads

In future, the integrated sustainable management report
will be published every two years.
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Key figures

THREE-YEAR COMPARISON OF
HAKRO KEY FIGURES

Key figure Unit 2021 2020 2019

COMPANY MANAGEMENT & DIALOGUE!

Revenue (net) €000 93,397.0 86,585.92 92,541.3
Personnelexpenses €ooo s 6 ,9745 ............ ?,481?3 .........
After_taxretum % s 5 ?4 45 ..................
Equ,tyrat,o % o 8 505 ................ 755 ................
Total donations by HAKRO to the Harry Kroll Foundation® ¢ | 70000 537450 783000
Total donations by others to the Harry Kroll Foundation ¢ 72300 11,1000 11,8000
Tota[donatlonsbyHAKROforprOJectsouts|de € ....................... 3 3’190 ............ 15,3000 ......... 2 0’5000 .......
of the Harry Kroll Foundation

HAKROC[othesdonat,ons ,tems ............... c 22,000 ....... 10,4000 ......... 1’2340 ..........
Fundmgprov,dedbytheHarryKrouFoundat,on € ....................... 2 4900 ............ 2 57000 ......... 2 87000 ........

to “Kleeblatt” projects

Funding provided by the Harry Kroll Foundation € 47,700 46,800.0 56,800.0
to other projects

SUPPLY CHAINS & PRODUCTS

Total fibres t 5,939 3,736 4,155

............. o fWhIChCOtton % 58 54 57
......................... ofWhIChsustamablecouon % 25 154 152
............. o fWhlchsynthetlcﬁbreS % 30 34 310
............. 0 fwhlchCeuulos|csynthetlcﬁbres % 2 18 15
............. 0 fWhIChmermOWOOI % <1 <1 <1
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Three-year comparison

Key figure Unit 2021 2020 2019
Production countries Number Ie Ie I4
of which countries with first-time recording of the Number 5 n/a’ n/a’

wage ladder (living wage gap)

Production partners Number 8 8 8

Factones ..................................................................................................... N umber ........... 11 .................... 11 ..................... 11 ...................
proport,onofproduct,onvolumemAs,a % ..................... 59 49 43 ...................
proport,onofproduct,onvo[umemEurope % 41 .................... 5 1 ..................... 5? ...................
Pmductlonvo[umeaUdltedaccordmgmtheIMPACTPrOgram % ..................... 8 08 .................. n /39 .................. n /39 ................
TOtalpaCkagmgmate”alm kg ..................... 199303 ......... 151052 ........... 2 01234 .........

TEAM & DIVERSITY

Number of employees as of 31 December Headcount 180 11 174

............. 0 fWh|chfu[[t|me % 533 537 544
............. o fwh|chpartt|me % 222 228 224
............. o fwh,chmarg,na[employment(m,n”ob) % 133 123 109
............. o fwh,chonparenta“ea\,e % 12 12 23
............. 0 fwh|chparents % 55 e
............. o fwh|chwomen % 55 55 55
............. o fWh|chemp[0yeeSW|thahand|cap % 51 58 5?
............. Numberofmanagers Headcount 15 13 13
......................... ofwh,chwomen,nmanagementpos,t,ons % 50 54 54
Hoursofcontmumgtrammg .................................................................. N umber 43 ................... 2 5 .................... 8 ? ..................
Apprent,cesh,prate % ..................... 5 41 .................... 5 g ..................
Healthrate % ..................... g 25 933 ................. g 31 ................
Acudentrate % ..................... 3 ....................... 2 5 .................... 12 ..................
Nat,ona[,t,esmtheteam ........................................................................ N umber ........... 13 .................... 15 ..................... 15 ...................
propomonofsemormanagersrecru,tedfromthe % ..................... 100 .................. 100 ................... 100 .................

local community*?

Employee turnover Headcount 16 12 20
Employee turnover rate % 8.3 6.5 10.4
New hires Headcount 20 10 25
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Key figures

Key figure

Unit

2021

2020

2019

SITE & RESOURCES

Total electricity consumption

Proportion of vehicles with combustion engines
in the HAKRO fleet

Dip in revenue due to the pandemic in 2020
Effect in 2019 as a result of the anniversary bonus

Further increase in risk resilience

oON Ot h wN =

in some production countries.

Lockdown-related lower inventory of clothing, lower distribution costs

354,005

The donations by HAKRO to the Harry Kroll Foundation also include campaigns and employee donations.
We introduced recording of the wage ladder in 2021 with our new iMPACT Program social monitoring system.
The difference from 100% is due to pandemic-related lockdowns, as a result of which we had to postpone the audit until 2022

9 We introduced our iMPACT Program social monitoring system in accordance with the Fair Wear standard in 2021.
10 In 2019 and 2020 only cardboard sent from Schrozberg; in 2021 cardboard including additional polybags and tissue paper

11 The proportion of parents has been recorded since 2021.

12 All our managers come from the region and started as employees in our teams.
13 Annual quantity of yellow bags (used in Germany for recyclable waste made of plastic, metal or composite materials)

is not recorded and their recycling is not verifiable.
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371,364

2021 revenue audited, other key business figures for 2021 after audit in the next integrated sustainable management report

368,056

128



ANNEX

The annex with the following report indices is available digitally:
- www.hakro.com/en/service/downloads

+  GRI/UNGC content index
. Fair Wear Foundation index

. WIN Charter index
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In our Integrated Sustainable Management
Report 2022, we provide information on
our new strategy and on many first times
on the way to jointly shaping HAKRO’s
future. And we announce our vision of
becoming the best in the industry by 2030.
HAKRO - the leading integrated sustain-
able company for corporate wear.
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