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History

1973 1990

2005
Hemtex is listed on the
Stockholm Stock Exchange’s O-
List on October 6, 2005

. 2006
Hemtgx 'S All stores adopt the Hemtex opens stores in Norway.
established by Hemtex name. A new,
. ) The number of stores totals 183
owners of 17 joint store concept is
independent home deployed. The number of 2007
textiles stores. stores reaches 60.

Hemtex opens stores in Estonia
and Poland and introduces
Hemtex & More

1982

The first joint store
concept emerges.

1999
Presence established in Denmark
through acquisitions.

2000
Introduction of franchise system. The
number of stores totals 88

2001
Hemtex opens four stores in Finland.
2004

New store concept is launched. The ST Yagh=p ¢
number of stores totals 120.




1al
formation

Inanc

F
N




Rolling 12 months February 2007 1
— January 2008 . :

Net sales increased 15% to 1.6 billion SEK

The gross profit margin amounted to 54.0%
compared to 51.5% the preceding fiscal year

Operating margin amounts to 12.0% (16.1)
Return on equity amounts to 27.4% (38.2)
Earnings per share amounted to SEK 4.63 (5.84)
Net investments amounts to SEK 77.4 M (238.3)

Operative cash flow after investment amounts to SEK
-81.2 M (-37.9)



Multi-year review

R12
The Hemtex Group 2002/03 2003/04 2004/05 2005/06 2006/0 7 2007/08
Net Sales, SEK million 494.8 590.1 804.6 1,159.6 1,470.5 1,606.8
Net sales growth, % 7.5 19.3 36.4 441 26.8 14.5
Gross profit margin, % 29.3 324 39.3 47.2 52.2 54.0
Operating profit, SEK million 24.0 54.1 93.0 180.9 2215 193.1
Operating margin, % 4.8 9.2 11.6 15.6 151 12.0
Net profit, SEK million 11.6 36.5 69.2 130.5 159.5 1335
Cash flow after investments, SEK million 46.3 9.4 79.3 13.2 -43,4 -81.2
Return on equity, % 26.4 42.2 40.9 42.6 35,9 27.4
Return on capital employed, % 16.4 35.2 45.9 55.8 45,5 30.7
Equity/assets ratio, % 27.3 49.6 60.3 68.0 61,6 52.6
Capital turnover ratio, times 3.8 3.7 4.5 3.8 29 2.9
No. of full-year employees 162 162 284 433 602 757
No. of own stores, end of period 20 32 62 101 163 182

Total no. of stores, end of period 98 107 129 153 186 207




Ownership structure

Number of % of Number of % of share

Number of shares owners all owners shares capital

1- 200 2,868 56.4% 380,710 1.3%

201 - 1,000 1,658 32.7% 912,975 3.1%
1,001 - 10,000 396 7.8% 1,234,886 4.2%
10,001 - 100,000 120 2.4% 4,191,672 14.3%
100,001 - 35 0.7% 22,617,157 77.1%

Total 5,077 100.0% 29,337,400 100.0%

Registered owners as of 29 February 2008.




Largest shareholders

Share Owner Total number Share of votes

of votes of shares and capital

and capital AB Industrivarden 3,700,000 12.6%

Foreign owners 28.3% Hakon Invest AB 3,529,800 12.0%
Swedish owners 71.7% Andra AP-Fonden 2,775,582 9.5%
of which Orkla ASA 2,394,700 8.2%
Legal persons 83.2% UBS AG London (Client Acc.) 1,400,000 4.8%
Persons 16.8% SEB Investment Management 764,900 2.6%
EFG Private Bank S.A., W8IMY 759,316 2.6%

ABG Sundal Collier Norge ASA 744,200 2.5%

Fjarde AP-Fonden 596,600 2.0%

Unionen 586,000 2.0%

Other owners 12,086,302 47.8%

Registered owners as of 29 February 2008. Total 29,337,400 100.0%




Financial goals

Sales growth over -
Operating margin over -
Market share in the Nordic

countries over -

Dividend policy: a distribution of 30-50% of the year’'s
earnings after taxes




Purchasing
Process




Seasonal Planning

Christmas
Start planning
) of November to
Start planning January next
of August to year
October next
year

Start of fiscal
year

Start planning
of May to July
next year

Start planning
of February to

Summer April next year
vacation




From idea to sales in our stores

Research and design
Planning of trend themes
Follow up same period last year
Budget

Make patterns and styles
Price points and campaigns
Sourcing

Negotiate and decide supplier
Make order

Samples and testing

Delivery control

Shipping

Allocations

Distribution



Purchasing
strategies



Hemtex Purchasing Strategies

Value for money

Specialist

Own design

Inspiration for many people
Direct Purchasing

Short leadtimes

Quality and Compliance



Hemtex purchasing markets Top 10

2007 2006 2005
1. China China China
2. Bangladesh Bangladesh Bangladesh
3. India Indonesia India
4, Baltics India Latvia
5. Other Asia Lituania Lituania
6. Turkey Sweden Sweden
7. Other Europe Latvia Portugal
8. Denmark Denmark Estonia
9. Norway Pakistan Denmark
10. Sweden Portugal Pakistan
Asia 69 % 67 % 52 %
Via agent 29 % 39 % 49 %



Hemtex Sourcing

Direct, reduce middlemen (goal 80% direct)
Active search

Department for sourcing

Major product groups focus

Global approach

Purchasing office at major markets
Bangladesh summer 2006

China autumn 2007



Hemtex Sourcing

How to make sourcing

Continuous evaluation of suppliers

Understand your long and short term assortment strategies
Search new suppliers and countries for direct purchasing
Introduce new suppliers

Follow up — keep new supplier or continue search

Evaluate



Hemtex Supplier Evaluation

Once per year, every supplier (First years 2 times/year)
Sales and profit

Lead-times

Quality

Delivery performance

Action plan; same, increase, reduce or replace

Aim for long term relations with important volumes



Supplier management

Development
* Future markets

Supplier divisions and/or competence
* Test evaluation with

management follow-

up
Core Partner \
Core Partner
T » Specialist competence * High volume supplier with
| « Good relation based on strategic competence and
Comp”ance with market knOWledge
requirements * Key relation with shared
goals and mutual
Development Phase out dependency
» Shared risks and returns
Phase out

* Poor competence
and/or performance

¢ Should not be used



Hemtex offers high value




Information about Hemtex Co Ltd

Currently 12 staff ;

1 Receptionist

1 Logistic Manager

1 Finance Manager

1 Textile Senior Merchandiser
1 Textile Merchandiser

1 Hardware Senior Merchandiser
1 Hardware Merchandiser

2 QC textile

1 QC hardware

1 CoC

1CM






Marknaden

Demands on
suppliers

Quality and CoC



Quality demands

General agreements

Requirement for each product group
Includes chemicals

Testing

Strict demands

Inspection of production



Code of Conduct

General agreement

Working hours

Salaries

Discrimination

Forced labor

Child labor

Health & security

Right to collective bargaining
Environment



Inspections status

All Bangladesh suppliers inspected
Approx. 20% of suppliers in India inspected

Almost all textile suppliers in China
inspected

55% suppliers hardware in China inspected
Turkey inspected

Baltic countries inspected

No inspections in Portugal, Denmark etc.

Focus India and China






Sammanfattning

Environment



Environmental work
at Hemtex

Environmental policy
Environmental goals
Inspection of factories
Chemicals

BCI



Inspection of factories

Updated Code of Conduct — Environmental
requriements

ETP at all dyeing and finishing factories
Emission treatment
Inspection from authorities
Chemical handling
List of chemicals used
MSDS
Safety and warnings
Training
Storage and waste



Chemicals

Chemical list

Testing

Active work in "Kemikaliegruppen”
REACH

SNFs report on Nonylphenoletoxylate (NPEO)
Swedwatch report on South India

Information to stores and customers



Better Cotton Initiative, BCI

Aims to address sustainability of cotton on a
commodity scale.

Work wider than eco labelling
Reduce persticides, chemical fertilisers and water

The steering committee includes Gap, Adidas, H&M,
IKEA, OrganicExchange och WWF

Hemtex is a Partner member



KVALITET, MILJO OCH TILLVERKNINGSETIK

Miljopolicy och miljomal ar satta och det interna arbetet med alla avdelningars mal paborjas under
hoésten 2007.

CoC inspektioner utférda i Bangladesh, Indien, Estland, Lettland och Litauen. De planerade
inspektionerna i Turkiet och Indonesien ar férsenade.

Arbetet med CoC gar for sakta och vi har beslutat att ha en heltidsresurs for CoC i Shanghai. Vi
Overvager aven medlemskap i BSCI for att snabbare komma till resultat.

BSCI (Business Social Compliance Initiative) medlemskap kostar ca 120 000 per ar for Hemtex och man
forbinder sig till att ha 2/3 av sina leverantérer i systemet inom tre ar.

Vi forvantar oss stort fokus pa miljé och etikfragorna redan under hésten 2007.

Vi prioriterar miljdaspekter vid textil tillverkning, &r medlemmar i Oko-Tex och kommer att ha en
kollektion med ekologiska textilier under hosten 2007.

Vi dvervager medlemskap i det nybildade BCI (Better Cotton Initiative).



Hemtex
Code of Ethics

Updated 8.1.2008



General

Honesty, integrity and fair play are important
company assets in business. It is important for all
employees to ensure that Hemtex reputation is not
tarnished by dishonesty, disloyalty or corruption.

All employees of Hemtex are expected to adopt the
following directives witch is set as standard for us and
our business partners.

It is important that Hemtex have an open and
transparent environment and that all employees are
prepared to open discus the following topics.



Advantages

It is not allowed to accept an advantage in connection with work, except specified in
exceptions below.

Advantages include gift, money, loan, fee, reward, vouchers, sample for personal use,
journeys, discount, service and others favours.

EXCEPTIONS

If it is customary to give small gifts in connection with festival, e.%. Christmas, New Year
or holidays, an employee can accept a small gift of max value USD 20 (50), providing the
receiver don't feel obliged to do something in return for the giver. The gift shall not either
affect the objectivity of the receiver.

Employees shall always inform their manager about received or offered gifts or
advantages.

SOLICITING ADVANTAGES

It is forbidden to ask for an advantage from any person or company in connection with
company business.

OFFERING ADVANTAGES

It is forbidden to offer an advantage or bribes to anyone in connection with company
businesses for the purpose of obtain or retain business. This includes also bribes or
advantages given in order to influence public servants.



Entertainment

To avoid embarrassment or loss of objectivity in business
an employee shall always turn down invitations to meals
or entertainment excessive in nature or frequency.
Entertainment of an immoral nature shall never be
accepted.

It could be difficult to decide what is seen as excessive,
therefore always discuss invitations with your manager.

Meals are an acceptable form of business and social
behaviour and therefore it could sometimes be hard to
decline an invitation. Hemtex directive rule is that we
prefer to invite to the meal instead of being invited.
Hospitality from our side shall always be in a correct
manner and with cost awareness in mind.



Company information

It is forbidden to disclose confidential company information to any
person outside of Hemtex without permission from the manager.

It is the responsibility of each employee in access of confidential
company information to prevent misuse of it.

Confidential information represents trade secrets and information
not generally known outside Hemtex, for example financial and
business circumstances, strategies, purchase offers and records,
supplier records and capacity, sensitive personnel data,
investigations and information about IT systems.



Conflict of interest

A conflict of interest can arise if the personnel interest of an employee conflict or compete with
interests of Hemtex.

All employees shall always avoid engage in situations that can lead to or involve conflict of

interest. The employee shall always ensure that dealings with suppliers and colleagues never
end up in a position of obligation.

If an employee or next of kin, other relatives or close friends to an employee have engaged or
I:_)Ilans to engage in business, investments or other activities that in some ‘way can contlict with
emtex business, the employee have to inform the manager.

Employees shall not give favourable treatment to a subordinate, job applicant or supplier for
personal reasons.

RELATIONS

Emploc}/ees have to inform the manager if they have a relationship other than strictly business

related, for example next of kin, other relatives or close friends, to anyone involved’in business
with Hemtex.

OUTSIDE EMPLOYMENT

Employees shall not take up another employment, regular or on consulting basis, without
approval from the manager.

LOANS

Employees or next of kin to an employee shall not grant or guarantee a loan to or accept a
loan from, or trough assistance of, any person, company or organization involved

in business with Hemtex. There is however no restrictions for [oans from banks or
financial institutions to prevailing interest rate and conditions.



Purchasing procedures

Purchase of goods and hire of service shall always be
based only upon quality, price and requirement.
Impartial selection of suppliers and compliance with
laws and regulations is important principles for all
employees at Hemtex to follow.

Payment procedures

Hemtex undertakes to pay suppliers in time according
to agreements.



Understanding
and compliance
of the Code of
Ethics

Every employee of Hemtex
has personal responsibility
to understand and follow
the directives that are set
up in the Code of Ethics. If
an employee find
something in these
directives unclear or have
proposals for
Improvement, the
employee should as soon
as possible discus it with
the manager.



Violation of the Code of Ethics

Hemtex do not tolerate any illegal or unethical acts.
Any employee that break the Code of Ethics will be
disciplined, this include in same case termination of
employment. In case of suspected corruption or other
forms of criminality, a report will be made to the
appropriate authorities.



COGS-breakdown for a cotton table cloth

Description: Bedspread 260 x 260 cm

Cost Of Goods Sold breakdown Share, %

Goods 87,8%
Transportation to distr. center 8,1%
Wages, rents, OH & other 4,1%
Depreciation 0,0%
Total COGS 100,0%
Production cost breakdown Share, %
Wages, (labour cost for cutting & sewing) 4,0%
Raw materials (fabric) 75,0% =
Overhead, other (tax, margin) 10,0%
Other/Depreciation (machines, waist of fabric) 11,0%
Total production costs 100,0%
=¥ Fabric cost breakdown Share, %
Cotton, yarn 40,0%
Dye, chemicals 5,0%
Electricity, fuel, water 5,0%
Labour (weaving) 25,0%
Depreciation (machines) 10,0%
Other costs (repair, change parts of machines) 3,0%
Overheads (management, tax, margin) 12,0%
Total fabric costs 100,0%






