SUPPLIERS
CODE OF CONDUCT

THE IKEA CODE OF
CONDUCT - IWAY

Legal compliance

IKEA requires its suppliers to comply with national laws and regulations and
with international conventions concerning the protection of the environment,
working conditions and child labour.

Start-up requirements

The following criteria need to be fulfilled before starting up a business
relationship with IKEA:

® no child labour,

® no forced or bonded labour,

® no severe environmental pollution,

® no severe safety hazards,

e obligatory records of working hours and wages,

e obligatory accident insurances for workers.

Social and working conditions
IKEA expects its suppliers to respect fundamental human rights, to treat their
workers fairly and with respect.

Suppliers must agree to:

* provide healthy and safe working environment,

e ensure safe buildings, reasonable privacy, quietness and personal hygiene,
in those instances where housing facilities are provided,

® pay at least the minimum legal wage and compensate for overtime.

Suppliers may not:

o discriminate,

e use illegal overtime,

e prevent workers from associating freely with any worker’s association
or group of their choosing or collective bargaining,

e accept any form of mental of physical disciplinary action, including
harassment.

Environmental standards
IKEA and its suppliers shall continuously reduce the environmental impacts
of our operations.

Suppliers must agree fo:

¢ work to reduce energy consumption,

o work to reduce waste and emissions to air, ground and water,

* handle, store and dispose of hazardous waste in an environmentally
safe manner,

e contribute to the recycling and reuse of materials and used products.

Suppliers can expect IKEA to:

® be reliable,

¢ adapt our products fo production demands,

e contribute to efficient production,

o care for the environment,

e support material and energy-saving techniques,

® take a clear standpoint on working conditions,

o respect different cultures,

¢ have clear and mutually agreed commercial terms.

This new revision has been updated during 2008 and the implementation
starts in January 2009.
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SUPPLIERS
TRANSPORT SERVICE PROVIDERS

IKEA products are transported by road, rail and sea
between suppliers, distribution centres and IKEA stores.

IWAY IMPLEMENTATION AND MONITORING

IWAY applies to the transport and distribution of IKEA
products, as well as IKEA distribution centres. Transport
service providers are audited for their compliance to the
IWAY requirements . IKEA transport coordinators engage
in dialogue with transport service providers on a regular
basis, and support best-practice sharing between suppliers.

The IKEA code of conduct
Read more on page 12.

MINIMUM ENVIRONMENTAL REQUIREMENTS

In addition to the requirements in IWAY, transport service
providers must fulfil a number of minimum environmental
requirements. All transport service providers must meas-
ure their carbon dioxide emissions and set a three year tar-

get to reduce these emissions. They must also fill in and an-

nually update an “Environmental Performance Survey”. In
addition, transport service providers must use trucks that
are no more than 10 years old.

Smarter transport of products
Read more on page 42.

TRANSPORT SERVICE PROVIDERS

PROGRESS IN 2008

Setting new goals

IKEA has formulated a goal of 100 percent IWAY approved
transport service suppliers for FY12.

COMMENTS ON KPIS AND FIGURES 2008:

There has been a significant increase of the number of
IWAY approved suppliers during FY08 and progress is ex-
pected to continue.

Since the new minimum environmental requirements
were introduced in 2007, the fulfilment rate has steadily
increased. IKEA expects a continued positive development
according to plan.

SUPPLIERS / TRANSPORT SERVICE PROVIDERS

2005 2006 2007 2008  Goal FY12
IWAY approved transport service providers
5% 42% 60%
IWAY approved IKEA distribution centres
71% 80% 100%
Fulfilment of minimum environmental requirements
by transport service providers
Ocean 93% 100% 69% 87% 100%
Land
(new category) 99% 99%

Road 83% 93% seeland  see land 100%
Rail 82% 86% seeland see land 100%
FIGURES 2008

2005 2006 2007 2008
Modes of transport (goods volume)
Road 67% 70% 69% 69%
Ocean 17% 15% 17% 18%
Rail 6% 6% 5% 4%
Combined transport 10% 9% 8% 9%
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COMMUNITIES
IKEA SOCIAL INITIATIVE

IKEA Social Initiative fights for children’s rights to a healthy
and secure childhood with access to quality education.

The overall mission is to improve children’s rights and
opportunities.

IDENTIFYING SOURCES TO LASTING CHANGE

IKEA Social Initiative has adopted a holistic approach and
engages in long-term projects to create lasting change. A
special emphasis is put on the empowerment of women — an
important catalyst for change in the communities where the
potential to improve children’s health and access to educa-
tion are greatest.

CONCENTRATED ACTIVITIES

The task of IKEA Social Initiative is to handle all global
donations for social projects. The current projects are con-
centrated in South Asia. In these countries the needs of
children and their families are great. It is also countries
where IKEA has a long business experience. IKEA Social
Initiative strives to achieve a lasting change of the situa-
tion in areas where IKEA is doing and will continue to do
business.

The interventions can be divided into three main areas:

e Holistic and long-term projects addressing children’s
needs to achieve lasting change. In addition, special
emphasis is put on the empowerment of women, as they
are an important catalyst for change in the community.

¢ Emergency aid — in-kind donations at first, as part of
immediate relief actions, and, at a later stage, financial
aid for long-term reconstruction projects.

¢ In-kind donations, originating from meeting special re-
quests from co-operating organizations or meeting
IKEA needs, e.g. overstock.

IKEA SOCIAL INITIATIVE SIDES WITH CHILDREN

CO-OPERATION WITH ORGANISATIONS

IKEA Social Initiative has chosen UNICEF and Save the
Children as its main partners. Both organisations are spe-
cialised in helping children and promoting their rights. The
co-operation with these organisations builds on a partner-
ship committed to long term projects designed to create
lasting change in the communities.

A small number of additional co-operations has been and
will be set up to meet specific needs. Today, IKEA Social In-
itiative supports the Research Foundation of Astrid Lind-
gren Children’s Hospital in Sweden, the Research Founda-
tion of Lund Vietnam Childhood Cancer Program and the
Mentor Foundation.

A healthy start in life for millions of children in India
IKEA Social Initiative supports UNICEF’s program in
India within health, nutrition and water & sanitation.
Over a four year period, the projects supported by IKEA
Social Initiative, will directly benefit more than 80 million
children and youth and 10 million women.

This UNICEF program targets three main areas which
are key to a sustainable approach; maternal health and
child survival, nutrition, and water and sanitation. Part of
the efforts is to provide the most basic conditions for surviv-
al to children and women, such as access to immunization,
vitamin supplements, oral rehydration salt (ORS) and zinc
to treat diarrhoea of children, securing access to health or
nutrition workers for pregnant women, new mothers, new-
borns and children while building awareness on low-cost,
high-impact nutrition practices, household and school sani-
tation & hygiene promotion, and water safety and supply
management.

Improve children’s rights in the “carpet belt”

in northern India

Between 2000-2007, IKEA Social Initiative supported a
UNICEF project to prevent and eliminate child labour in the
“carpet belt” in Uttar Pradesh, India, by addressing root
causes such as debt, poverty and lack of access to education.
During that period 500 villages with over one million inhab-
itants were included in the project. More than 80,000 children
got an education they would otherwise have been denied.
IKEA Social Initiative and UNICEF plan to expand the
project to cover more than 6,000 villages by 2012.

The focus of the project is on creating awareness and
mobilizing rural communities around activities to help
prevent child labour and strengthen child rights. These
activities include establishing women’s self help groups,
starting alternative learning centres that help children to
be mainstreamed into regular schools and later initiating
enrolment campaigns for children who have never attend-
ed school.

Prevent child labour in cotton seed farming in

southern India

Since 2006, IKEA Social Initiative supports UNICEF
projects aimed at preventing girls from working on cotton-
seed farms in Andhra Pradesh, India. The projects help
children to gain access to quality education and support
and empower girls’ collectives to influence their communi-
ties. Another important aspect of this collaboration is to
raise awareness of child labour amongst NGOs, employers,
buyers and local government.

IKEA Social Initiative has identified cotton-seed farm-
ing and cotton cultivation as areas where there is a great
need to improve the rights and lives of children. Therefore
we will expand these projects with both UNICEF and Save
the Children.
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ENVIRONMENT
FORESTRY

Another key activity to address the conditions enabling
illegal trade today is to work with the control mechanisms
of the Russian and Chinese customs in critical areas.
Analysis of the current methods has resulted in recommen-
dations of improved methods for control of trans-boundary
timber shipments and compilation of customs statistics.

Laos and Cambodia: This project encourages a switch to
sustainable rattan harvest and production in Laos and
Cambodia. It includes working with the government, the
private sector and the communities to involve the full par-
ticipation of the people.

Lithuania: The project focuses on responsible forest man-
agement amongst privately owned forests in the Baltic, and
promotes FSC certification.

Bulgaria, Romania and Ukraine: The project aims to
implement responsible forestry practices by governments,
companies and NGOs and to increase their commitment to
FSC certification and the concept of High Conservation
Value Forests.

Read more about the projects on
www.panda.org/forests/ikea

TRAINING FOR BETTER FOREST MANAGEMENT

IKEA works in partnership with the Rainforest Alliance in
China to increase awareness and experience of better forest
management practices, including FSC. Over the three years
the project has been running, more than 6,600 individuals
from universities, industry, NGOs and the forestry sector
have been trained in topics related to sustainable forest
management and forest certification. The project has far
exceeded the expectations, and led to an increase in the
number of partnerships with for instance Inner-Mongolia
forest bureaus, Southern China forest managers, and bam-
boo and plantation forest operations.

PROGRESS IN 2008

Development of forestry requirements

During FY08 we reviewed our way of working and further
developed our forestry requirements. One significant change
is that IKEA suppliers now must perform risk assessments of
their wood supply chains.

IKEA owned forest

The IKEA Wood Procurement Group has established a new
industrial group in Russia, ARBOR. During FY08, ARBOR
has signed a 49-year lease on approximately 175,000 acres
of Russian forest land. This is a way for IKEA to secure the
supply of raw material and ensure that it is harvested sus-
tainable.

IKEA forestry plan 2010-2012

In FY08, IKEA finalized a new strategic direction for forestry
valid for 2010-2012. The plan contains stronger actions to
increase certified wood volumes in IKEA products. All of
IKEA’s and Swedwood’s forest leases will be certified during
the period. Similar certification projects will be initiated with
selected IKEA suppliers to increase access to sustainable
wood supply.

Renewed co-operation with WWF
IKEA and WWF have renewed their forest co-operation
agreement for another three years (2008—-2011).

Carbon certification in forestry project with

Rainforest Alliance

Together with Rainforest Alliance we are starting a project to
explore the climate-forestry connection. The initiative takes
place in Vietnam, Malaysia and Indonesia. It will investigate
how to create positive carbon offset benefits in forestry
projects. Also included in the project is training and other
capacity building activities for FSC forest management.
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ENVIRONMENT
FORESTRY

COMMENTS ON KPI AND FIGURES:

During FY08 there was increased focus on securing compli-
ance with our minimum forestry requirements in IKEA
supply chains. Furthermore, the intensity of supply chain
auditing on potentially high risk supply chains was in-
creased, and suppliers working with cross-border wood
supply were in focus to secure transparency in their wood
sourcing.

This have resulted in a higher compliance rate overall
and in particular in the high risk supply chains that were
selected for wood supply chain audits.

IKEA will not reach the set target of 30 percent by the
end of 2009 of solid wood from verified responsible managed
forests. Although the growth in third party certified vol-
umes is moving in the right direction, the pace of implemen-
tation of Chain of Custody certificates at IKEA suppliers is
slow. The development of third party certified volumes in
both Russia and China for domestic use continues to be
slow. IKEA is engaged with several project partners in both
countries in order to boost the availability of third party
certified volumes in the next three years.

ENVIRONMENT / FORESTRY

2005 2006 2007 2008 ~ Goal FYO9

Share of solid wood, veneer, playwood, layer glued wood
used in IKEA products that meet IKEA minimum requirements

90% 91% 94% 96% 100%

Share of wood used in IKEA products coming from forests certified
as responsibly managed

12% 7% 6% 7% 30%

FIGURES 2008

2005 2006 2007 2008

Total wood used in IKEA products (cubic metres)

6,400,000 6,400,000 7,080,000 7,223,000

Number of wood supply chain audits

68 90 50 84

Audited volume (in wood supply chain audits), cubic metres / % of
total wood used in IKEA products

1,600,000 2,100,000 900,000 1,500,000
26% 33% 14% 20%

Approved audited volume (in wood supply chain audits) %

71% 66% 59% 80%

Number of third party audits

0 4 4 3
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ENVIRONMENT
COTTON

Cotton is one of the most important raw materials for IKEA.
We want the cotton used in our products to be produced in a
sustainable manner, taking into consideration both people
and the environment.

IKEA is actively involved in developing new environmentally
adapted methods for cotton production and cultivation which
use less water and chemicals.

IKEA is at the end of a long cotton production process. In
many countries the supply chain for cotton is complex and
has several tiers. Cooperation with many parties including
other international companies, NGOs, governments and
authorities, is necessary to achieve lasting change.

REDUCING OUR NEED FOR COTTON

There are alternative materials which can help to reduce
the need for cotton in IKEA products. Lycocell which is
produced from cellulose can be used as an environmentally
friendly alternative to cotton. Lycocell is currently being
used in a number of products in the IKEA range. IKEA is
investigating the possibility to use a blend of linen and cot-
ton to further reduce the need for cotton.

IKEA suppliers are adapting production to meet a new
set of quality standards. This includes optimizing the use of
material, which reduces the need for cotton and the weight
of textiles whilst enhancing the overall quality.

SUSTAINABLE COTTON PRODUCTION

IKEA AND WWF JOINT COTTON PROJECTS

Since 2005, IKEA and WWF have field projects underway
at project sites in Pakistan and India, testing improved
working methods for cotton cultivation and processing. The
projects use Better Management Practises (BMP).

Better Management Practises (BMP) enable farmers to
reduce their environmental impact, improve efficiency,
maintain cotton crop yields and increase their gross mar-
gins. Some 2,000 farmers in Pakistan and 500 in India are
participating through Farmer Field Schools.

BETTER COTTON INITIATIVE (BCI)

IKEA is one of the founding members of the Better Cotton
Initiative (BCI). This global multi-stakeholder organisation
aims to make global cotton production better for the people
who produce it, better for the environment it grows in and
better for the sector’s future. BCI is also developing globally
accepted criteria for “Better Cotton”. Leading participants
are international companies, NGOs and the United Nations
Environment Programme.

Read more on www.bettercotton.org

LONG TERM GOAL

Our long-term goal is for all cotton used in IKEA products to
be “Better Cotton”. The availability of sufficient volumes of
“Better Cotton” will affect how quickly we can reach this goal.

PREVENTING CHILD LABOUR IN COTTON SEED FARMING
Since 2006, IKEA Social Initiative supports UNICEF
projects aimed at preventing children from working on
cotton-seed farms in India. The projects help children gain
access to quality education and empower girls’ collectives
to influence their communities. The projects also raise
awareness of child labour amongst NGOs, employers and
local government.

Read more on www.unicef.org

IKEA Social Initiative fights for children’s rights
Read more on page 29-30.
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ENVIRONMENT
COTTON

PROGRESS IN 2008

New quality standards

A new quality standard was taken into use at the end of
FY08. IKEA has prioritized the product categories with
large volumes, such as bed sheets, as this is where it can
have a significant impact. Using the new quality standard,
which will reduce the textile weight, will lead to a 24 per-
cent reduction of cotton need, and improve water efficiency
in the processing by 20 percent. The lower textile weight
thereby means less environmental impact at the same time
as the transportation costs will decrease.

Significant results from Pakistan

The IKEA and WWF cotton projects have generated some
positive results. After running the project in Pakistan for
three years, the average use of pesticides have gone down
by 48 percent, use of fertilisers by 32 percent and water use
by 40 percent. At the same time earnings have increased by
87 percent. These results prove that it is possible to culti-
vate and process cotton at a lower cost while also reducing
the negative environmental impact.

Expanding IKEA and WWF joint cotton projects

IKEA and WWF are expanding their current projects in
Pakistan. The focus for FY09 is to include 18,000 farmers,
and by FY11 have 25,000 farmers implementing the Better
Management Practises (BMP).

IKEA procuring “Better Cotton”

In addition to the cotton project in Pakistan and India,
IKEA has supported a number of suppliers and helped them
to grow. In return, the suppliers have committed to buy
“Better Cotton” when available. This means that IKEA will
be able to use “Better Cotton” in part of its production in the
near future.

Expanding projects to prevent child labour

IKEA Social Initiative has expanded their work to prevent
child labour in cotton-seed farming and will work with both
UNICEF and Save the Children. One important challenge
ahead is to tackle child labour in cotton cultivation, the next
phase of the cotton chain.

IKEA Sustainability Report 2008 39



ENVIRONMENT
CLIMATE

IKEA is concerned about climate change and is working actively
to reduce carbon dioxide emissions from our operations.

IKEA focuses on the areas where we have the greatest possi-
bility to reduce emissions. This includes developing energy
and material efficient products, minimising transportation
emissions of our products and meeting the long-term direc-
tions outlined in “IKEA Goes Renewable”.

Products with less impact on the climate
Read more on page 41.

Smarter transports of products
Read more on page 42.

“IKEA Goes Renewable”
Read more on page 43—44.

EXPANDING THE SCOPE
IKEA has started to identify the full extent of our impact.
We are investigating the product’s entire cycle and impact
during its lifetime, to include every aspect of the value
chain. This means extraction of raw materials, manufac-
turing processes at suppliers and sub-contractors, customer
transportation to IKEA stores and the use of our products.
This is a great challenge and IKEA is looking for new
ways to make progress. One initiative is the climate
projects we have started with WWF, focusing on customer
transportation and energy use at IKEA suppliers.

COMMENTS ON KPIS AND FIGURES

The total amount of carbon dioxide emissions directly related
to IKEA operations increased in FY08. However, in relative
terms, the development is positive. When one examines car-
bon dioxide emissions per total products sold, we see an over-
all positive improvement compared to FYO05.

FACING CLIMATE CHALLENGE

CO2 EMISSIONS CAUSED BY IKEA OPERATIONS, %

FIGURES 2008

Business travels
4%

IKEA buildings
(Stores, Distribution Centres,
Swedwood, IKEA offices)
Goods transport 46 %
50 %

CO2 EMISSIONS, TOTAL CHART

Business travel, >1%
IKEA units, 2%

Goods transport, 3% *\

Customer transportation, 6%

Raw material extraction and
processing, sub-suppliers
and sub-contractors,

60%

Suppliers, 8%

Customer product use, 20%

There are still no established standards for measuring emissions
throughout the entire process, but working together with academic
institutions IKEA has started estimating these emissions. These calcula-
tions show that 95 percent of the carbon dioxide emissions related to
IKEA and our products are aftributed fo material extraction, suppliers,

customer fransportation and the use of products.

2005 2006 2007 2008

IKEA uses the Greenouse Gas protocol (GHG) developed by the World Resources
Institute (WRI) and the World Business Council for Sustainable Development
(WBCSD) as its reporting standards.

For more information about the Green House Gas Protocol, please visit
www.ghgprotocol.org

CO2 emissions caused by IKEA operations, tonnes CO2

Scope 1 85,443 103,936 84,070 92,464
Scope 2 440,097 455,690 514,656 498,350
Scope 3
(goods transport only) 501,633 525,019 590,000 695,565
Total 1,027,173 1,084,645 1,188,726 1,286,379
Scope 1 Direct emissions from sources owned or controlled by IKEA.
Scope 2 Emissions from the generation of purchased electricity

consumed by IKEA buildings.
Scope 3 Indirect emissions from sources that are relevant to

the IKEA business but that IKEA does not directly control.
CO2 emissions caused by IKEA operations, tonnes CO2
Stores 320,607 321,522 309,366 315,486
Distribution centres 56,943 63,306 42,616 42,824
Swedwood 173,287 169,672 196,001 227,326
Offices 1,271 5,127 5,178 5,178*
Total IKEA buildings 552,108 559,627 553,161 590,814
Goods transport 460,340 521,620 590,000 650,000
Business travels 9,319 11,887 45,565 45,565*
Total 1,021,767 1,093,134 1,188,726 1,286,379
Total kg CO2/m®
produced for IKEA 66 59 56 56

* not available, assumed simular as 2007
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ENVIRONMENT
CLIMATE/PRODUCTS

IKEA works to develop products that have less negative
impact on the climate, focusing on lighting and kitchen
products.

FUTURE LIGHTING

IKEA will gradually phase out inefficient incandescent
lighting by 2010 and is working to find alternatives. Light-
ing accounts for almost 25 percent of the electricity con-
sumption in the home. If IKEA customers use energy effi-
cient light sources instead of regular incandescent light
sources, CO2 emissions from their light sources are esti-
mated to be reduced by 16 percent in FY10.

Starting in FY08, IKEA is developing a range of more
energy efficient light source solutions based on three main
techniques; CFL (compact fluorescent lighting), halogen
and LED (light-emitting-diode).

CFL in SPARSAM

CFL techniques in the SPARSAM range of lighting allow
energy savings of up to 80 percent, and last up to 10 times
longer than traditional light bulbs. These lightings are a bit
more expensive, but because of the energy savings and ex-
tended lasting period they represent a more economic choice
for customers in the long run. They contain small amounts
of mercury and IKEA offers uniform recycling stations for
customers to recycle their bulbs.

PRODUCTS WITH LESS IMPACT ON THE CLIMATE

LED lightings last longer

IKEA uses LED light sources in a number of products, in-
cluding the JANSJO lamps. LED has a very long lifetime. A
lamp with LED which is being used for 10 hours every day,
may last for as long as 14 years. It consumes very little en-
ergy, which makes it more environmentally friendly than
traditional alternatives. In the SUNNAN solar cell lamp we
use both LED and solar cell technique. The solar cells
transform sunlight into electrical energy — and require no
electrical connection.

REDUCING WATER CONSUMPTION

Today 15 percent of the world consumption of water is used
in households. The amount of water used for rinsing, clean-
ing and personal hygiene can be reduced significantly with-
out compromising with functionality by controlling the
water flow. For instance, the tap RINGSKAR uses cartridg-
es as a flow control devise to save water in the kitchen. All
other taps contains pressure compensating aerator which
also helps control the water flow.

Saving with dishwasher

Our range of class A dishwashers can save both water, ener-
gy, money and time compared to washing the dishes by
hand. Based on a study made at the Bonn University in
Germany, water consumption can be reduced by 85 percent
and energy consumption by 58 percent if using a dishwash-
er from the IKEA range. This is equal to reductions of COz2
emissions with 150 kg per year.

IKEA GreenTech

At the end of FYO8 IKEA GreenTech was announced. IKEA
GreenTech is an investment company, which aims to bring
good and affordable environmental products to the many
people so that they can reduce their CO2 emissions and
water usage while also reducing their energy and water
costs. IKEA GreenTech plans to focus on five areas — solar
panels, lighting, raw materials, energy efficiency and water
saving. The objective is to invest in innovative companies
that have the potential to develop products which can be
sold by IKEA and/or used by IKEA and its suppliers.
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ENVIRONMENT
CLIMATE/TRANSPORT OF PRODUCTS

IKEA wants to reduce carbon dioxide emissions from
goods transport and is working in a number of ways to
achieve this.

INNOVATIVE DESIGNS INCREASE FILL RATE

Smart packaging is the most effective way to reduce the en-
vironmental impact from goods transport. Our flat packag-
es are part of our ambition to increase efficiency in all as-
pects, including transport.

IKEA continually innovates in other types of packaging
to maximize the use of space. Already at the drawing table,
designers and product developers include considerations to
packaging solutions as part of their assignment.

Environmental requirements on IKEA transport service
prouviders
Read more on page 20.

PROGRESS IN 2008

New targets for filling rates

IKEA has set a target to increase filling rates and achieve
70 percent by FY12. According to calculations based on
current conditions, an increase of the filling rate from 63
percent to 70 percent can potentially reduce the carbon di-
oxide emissions from transportation with 6.3 percent.

SMARTER TRANSPORT OF PRODUCTS

Adapting to EURO standards increases efficiency

Product packaging is adapted to fit exactly onto Euro pallets
or other standard IKEA pallets. Only furniture that can be
flat packed and adapted to EURO pallet size will be taken
into the product range.

Regional versus global production

IKEA is investigating the possibilities to move towards a
more regional rather than global production. For a number
of business reasons this is a strategic move, which will lead
to shorter lead times, lowered transportation costs, less vul-
nerability to currency fluctuations and less incremental
economy of scale advantages. To allocate production closer
to the sales market also reduces the environmental impact
from transportation.

COMMENTS ON FIGURES

In FYO07 significant reduction of carbon dioxide emissions
per transported cubic metre per kilometre was due to a shift
in mode of transport, from road to ocean. During FY08
there were no major changes of mode of transport, or of fill-
ing rates, which resulted in the relative carbon dioxide
emissions remaining stable.

CLIMATE / TRANSPORT OF PRODUCTS

2006 2007 2008 ~ Goal FY10
Carbon dioxide emissions reduction per transported
m3/per kilometre (relative to 2006)

-5% -12% 0% -12%
FIGURES 2008

2005 2006 2007 2008
Modes of transport (goods volume)
Road 67% 70% 69% 69%
Ocean 17% 15% 17% 18%
Rail 6% 6% 5% 4%
Combined transport 10% 9% 8% 9%
Filling rate
Inbound
(supplier to warehouse) 58% 61% 62% 60%
Outbound
(warehouse to store) 58% 59% 56% 58%
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ENVIRONMENT
CLIMATE/BUILDINGS

IKEA’s long term direction is that all IKEA buildings shall be
supplied with 100 percent renewable energy. We also
want to improve our overall energy efficiency by 25 per-
cent compared to FYO5.

All IKEA stores, distribution centres, factories and offices
will, in the long-term, run on renewable energy. IKEA de-
fines renewable energy as energy derived from resources
that are regenerated naturally or cannot be depleted.

STANDARDS FOR ENERGY MANAGEMENT

IKEA has standards for building components, and specifies a
range of energy efficient measures for new IKEA buildings.
Standards for renewable heating equipment are part of the
evaluation process when existing buildings are reviewing
their equipment. Newly built facilities use, where possible,
bio fuels, geothermal heat, solar, wind or water power.

Energy consumption standards for new stores are set to
45 kilowatt hours per cubic metre sold, by year five after
store opening.

Lighting standards for IKEA buildings were revised last
year and spotlights are being changed from 50 and 35 watt
light bulbs to 20 watt light bulbs. By the end of FY08, over
50 percent of stores complied with the new standards.

IKEA establishes and updates standards continuously in
order to make better equipment and energy management
choices. This translates into savings that improve energy
efficiency considerably. A number of projects both global and
local are being undertaken to encourage all IKEA buildings
to continuously improve energy efficiency.

“IKEA GOES RENEWABLE"

PROGRESS DURING 2008

Completed survey to evaluate energy needs

IKEA performed an extensive survey in FY08, including
over 180 buildings. This provided a detailed map of the
current situation for both our stores and the Swedwood
factories, and helped to identify a number of good examples
and opportunities for improvement. Preliminary results
show that by making changes, 5-40 percent improvement in
energy efficiency can be achieved. Heating and cooling rep-
resents two areas where improvements can result in signifi-
cant energy- and cost savings.

For instance, the survey helped the Zaventem IKEA
store in Belgium identify a potential improvement of energy
efficiency of more than 30 percent. In addition, a number of
IKEA stores have already been able to reduce the amount of
energy used on site.

The focus for the next coming years is to support the
units in developing and implementing action plans to ad-
dress improvements.

New building designs

By the end of FY08, more than 40 designs for new or major
rebuilds with consideration to energy efficiency and high
shares of renewable heating were authorised for construc-
tion. This will result in many new stores with a high share
of renewable energy which also meet the energy consump-
tion standards established in FYO07.

New techniques for future stores

IKEA works to identify new techniques for future stores,
such as smart commercial lighting in parking areas. By
using LED technique for the IKEA store signs, we can re-
duce energy consumption by an estimated 60 percent for
each one. New techniques and standards can reduce both
the environmental impact and energy costs.

Alternative energy sources introduced

The heating needs in new IKEA buildings are provided
from ground source heat pumps, air heat pumps, biomass
boilers and solar power when possible. For instance, IKEA
Italy has built one of Europe’s largest ground source heat
pumps in Corsico, Milan. The geothermal system is an in-
novative way of producing energy efficiently. It uses a tech-
nique that exploits the constant ground temperature in
order to save use of electricity and gas for heating and cool-
ing. This geothermal system will reduce both the environ-
mental impact, and save heating and cooling costs. Less use
of gas and electricity is estimated to lead to an energy cost
savings of 30-50 percent.

During the past two years, IKEA learned more about
how to use wind, biomass and sunshine to produce electrici-
ty. Four IKEA stores located in Belgium, Spain, Germany
and the United States have purchased photovoltaic panels
to turn sunshine into electricity. The first results from
these projects are expected during FY09.
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ENVIRONMENT
CLIMATE/BUILDINGS

COMMENTS ON KPIS AND FIGURES

During FYO08 the overall energy efficiency increased despite
a colder winter than the previous year and higher rates of
growth at our factories. The increase masks differences of
performance in the different parts of IKEA. The improve-
ment was concentrated in our Swedwood units. Further-
more, we have seen that it takes a few years for new units to
reach design efficiency.

The share of renewable electricity increased in FY08 as
we managed to purchase renewable electricity in more
countries. The share of renewable heat also increased mar-
ginally as we started building more units with renewable
heating systems and reduced our use of oil and gas at Swed-
wood.

CLIMATE / IKEA BUILDINGS

2005 2006 2007 2008 Direction

Renewable energy

* Stores 21% 25% 28% 36% 100%
* Distribution

Centres 17% 26% 30% 35% 100%
Swedwood 61% 60% 59% 62% 100%
Total 38% 39% 42% 47% 100%

Improved energy efficiency compared to 2005/m? goods sold

* Stores - -6% 7% 9% 25%
* Distribution

Centres - 14% 29% 24% 25%
* Swedwood - 8% 15% 28% 25%
Total 1% 9% 11% 25%

ACTUAL ENERGY COMSUMPTION, KWh

Distribution Centres, 1.5%

Stores, 1%

Swedwood, 7.5%
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ENVIRONMENT
CLIMATE/ENERGY USE AT SUPPLIERS

ENERGY USE AT SUPPLIERS

IKEA is working to cut carbon dioxide emissions at IKEA sup-
pliers. Our focus is on how IKEA suppliers can work using
energy targets similar to those in “IKEA Goes Renewable”.

Together with WWPF, a pilot project has been developed and
is running with ten suppliers in Poland, Sweden and China.
This project aims to promote and create efficient production
practices at IKEA suppliers, with a focus on energy efficien-
cy and the use of renewable energy. Studies will also be
made on the energy situation on a national level including
infrastructure and laws and legislation which can affect the
suppliers becoming COg2 neutral.
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ENVIRONMENT
CLIMATE/TRANSPORT OF PEOPLE

IKEA wants to make it easier for customers and co-workers
to leave their cars at home and use public transportation to
travel to and from the store.

IKEA AND WWF JOINT EMISSIONS PROJECTS

Togheter with WWE, pilot projects have been developed in
the United Kingdom, China and the United States. These
three markets have different conditions and challenges, in
terms of public transportation and infrastructure, which
can contribute to important findings.

In FYO08, a number of interviews with customers and co-
workers at a select number of pilot stores in the United King-
dom were conducted. The scope was to investigate future
alternative means of transportation. Similar methods to
clarify the current transportation situation are currently
underway in the United States and China. In China a dia-
logue is also held with local authorities.

GREEN COMPANY CARS

IKEA has defined standards for “green” company cars. By
2010 all IKEA company cars shall meet the EU carbon diox-
ide emission targets of 120 grams carbon dioxide per kilo-
metre driven.

SUSTAINABLE TRANSPORT OF PEOPLE

MEET MORE - TRAVEL LESS

IKEA has launched a new initiative to reduce business
travel. This will reduce costs, our environmental impact,
and improve the work-life balance for IKEA co-workers.

For the last three years travel costs have increased with
around 20 percent per year. In FY08, for the first time
travel costs were reduced by 20 percent compared to the
previous year.

There has been a substantial shift from travel to use of
technical solutions for virtual meetings, including video-,
web- and telephone conferences.

Consequently, the amount of CO2 emissions have de-
creased and IKEA is looking into methods to measure the
effects.

CLIMATE / TRANSPORT OF PEOPLE

2005 2006 2007 2008  Goal FY09

Customers travelling to IKEA stores by public transportation

8% 8% 9% 9% 15%
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METRICS
KEY PERFORMANCE INDICATORS

KEY PERFORMANCE INDICATORS

SUPPLIERS / HOME FURNISHING SUPPLIERS SUPPLIERS / IWAY FULFILMENT RATES SUPPLIERS / TRANSPORT SERVICE PROVIDERS
2005 2006 2007 2008 Direction 2005 2006 2007 2008 = Goal FY12
100 I | ¥

IWAY approved home furnishing suppliers - IWAY approved transport service providers

Europe 71% 74% 78% 80% 100% 90 5% 42% 60%

Americas 58% 62% 67% 91% 100% IWAY approved IKEA distribution centres

China 4% 7% 100% 80 1% 80°% 100°%

South Asia 32% 34% 100%

) . . o 70 @ Europe Fulfilment of minimum environmental requirements

South East Asia 52% 63% 100% Americas by transport service providers

Asia, total 16% 13% 17% 21% 100% Asia Ocean 93% 100% 69% 87% 100%

Total 47% 47% 50% 54% 100% 02005 2006 2007 2008 Total Land
(new category) 99% 99%
Road 83% 93% seeland  see land 100%
Rail 82% 86% seeland see land 100%

SUPPLIERS / FOOD SUPPLIERS

2005 2006 2007 2008 = Goal FYO9

IWAY approved food suppliers

13% 100%
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METRICS
KEY PERFORMANCE INDICATORS

CUSTOMERS / FOOD SAFETY

ENVIRONMENT / DESIGN AND USE OF MATERIALS

CLIMATE / TRANSPORT OF PRODUCTS

2005 2006 2007 2008 = Goal FY09 2005 2006 2007 2008 = Goal FY09 2005 2006 2007 2008 ~ Goal FY10
Organic products in the Swedish Food Market range Renewable materials used in products Carbon dioxide emissions reduction per transported
3 kilomet lative to 2006
3% 4% 6% 8% 15% /ot 72% 7% 72% 759 ~ m/per kilometre (relative fo 2006)
n/a* 5% -12% 0% -12%
Waste recycled, reclaimed or used in energy production
Stores 80% 80% 84% 85% 90%
Distribution Centres 86% 86% 76% 90% 90% CLIMATE / IKEA BUILDINGS
Swedwood 72% 90% .
2005 2006 2007 2008 Direction
Recovered or reused products
Renewable energy
Stores total 65% 64% 64% 61% 75%
* Stores 21% 25% 28% 36% 100%
* Distribution
Centres 17% 26% 30% 35% 100%
ENVIRONMENT / FORESTRY SWedWOOd 6] % 60% 59% 62% ]00%
Total 38% 39% 42% 47% 100%

2005 2006 2007 2008 ' Goal FY09

Share of solid wood, veneer, playwood, layer glued wood

Improved energy efficiency compared to 2005/m?® goods sold

. T . * Stores - 6% 7% 9% 25%
used in IKEA products that meet IKEA minimum requirements —
* Distribution
90% 91% 94% 96% 100% Centres - 14% 29% 24% 25%
Share of wood used in IKEA products coming from forests certified * Swedwood . 8% 15% 2t 25%
as responsibly managed Total 1% 9% 11% 25%

12% 7% 6% 7% 30%

CLIMATE / TRANSPORT OF PEOPLE

2005 2006 2007 2008  Goal FY09

Customers travelling to IKEA stores by public transportation

8% 8% 9% 9% 15%
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METRICS
CROSS REFERENCE TABLE (GLOBAL COMPACT)

IKEA is committed to the ten principles of the UN Global
Compact. As a signatory to the initiative we are communi-
cating how our work in the areas of human rights, labour

standards, environment and anti-corruption is progressing.

The cross references in the table below indicates where
progress related to the respective principle can be found in the
IKEA Sustainability Report 2008.

COMMUNICATION ON PROGRESS

CROSS REFERENCE TABLE (GLOBAL COMPACT)

Global Compact Page

Human Rights

Principle 1: Businesses should support and respect the protection 11-23,
of internationally proclaimed human rights; and 29-30

Principle 2: make sure that they are not complicit in human 11-23,
rights abuses. 29-30

Labour Standards

Principle 3: Businesses should uphold the freedom of association
and the effective recognition of the right to collective

bargaining; 11-20
Principle 4: the elimination of all forms of forced and compul-
sory labour; 11-20
11-20,
Principle 5: the effective abolition of child labour; and 29-30
Principle 6: the elimination of discrimination in respect of em-
ployment and occupation. 11-23

Environment

Principle 7: Businesses should support a precautionary approach

to environmental challenges; 33-47
Principle 8: undertake initiatives to promote greater environmental

responsibility; and 33-47
Principle 9: encourage the development and diffusion 36, 38-39,

of environmentally friendly technologies. 41, 43, 45-4¢6

Anti-corruption

Principle 10: Businesses should work against corruption in all its
forms, including extortion and bribery. 11
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