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§ ABOUT THIS REPORT

Transparency is the guiding principle that inspires Inditex’s
relations with all its stakeholders. To this end, this year’s
Annual Report is presented in the form of an Integrated
Report with the goal of informing all of the company’s
stakeholders about how it seeks to create value in the short,
medium and long term. It is rounded out by the information
provided on the corporate website: www.inditex.com.

The report relies on a series of reporting standards, most
notable among which those of the Global Reporting
Initiative (GRI), evidencing our commitment to upholding
the best and latest reporting techniques at all times. We
have accordingly applied the GRI standards and followed
the related guidance. Moreover, we are active members of
the GRI Standards Pioneers Programme. Inditex is also a
GRI Gold Community member.

GOLD Community

As prescribed by the above-mentioned standards, this
report addresses all the material aspects that reflect
Inditex’s significant economic, environmental and social
impacts or could substantively influence the assessments
and decisions of its stakeholders. Those matters were
identified and evaluated on the basis of a materiality
assessment that involved the company’s main stakeholders.

<+ Refer to the materiality matrix on pages 30 and 31

GLOBAL REPORTING INITIATIVE

= This report has been prepared in accordance
with the GRI Standards: Comprehensive option.

= A GRI reporter since 2002.

= Gold Community member.

= Member of the GRI Standards Pioneers
Programme.

INTEGRATED REPORTING

= This report also follows the standards prescribed o
in the integrated reporting framework.

= Member of the International Integrated Reporting
Council (IIRC) Business Network.

GLOBAL COMPACT

= This report includes the Communication on
Progress referred to in the GRI index.

= The most recent Communication on Progress
(COP) was rated ‘GC Advanced” (the highest level
awarded by the Global Compact).

= Global Compact member since 2001.

OBJECTIVE:
TO PROVIDE
INFORMATION
THAT IS

TRUTHFUL

RELEVANT

ACCURATE
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Elsewhere, Inditex has made progress on the account it
provides of its contribution to the United Nations Sustainable
Development Goals (SDGs). To do so, it relies on the specific
guide Business Reporting on the SDGs: An Analysis of Goals
and Targets, developed by the Action Platform for Reporting
on the Sustainable Development Goals - organised jointly
by the Global Compact and the Global Reporting Initiative.
Inditex has been a member of this platform from the outset.

<+ Sustainable Development Goals in Inditex’s strategy,
in pages 254 and 255.

EXTERNAL ASSURANCE

Inditex’s 2017 Integrated Report has been assured by SGS
ICS Ibérica S.A. in accordance with ISO 19011 and following
the criteria prescribed in the Global Reporting Initiative
(GRI) standards, the principles laid down in the International
Reporting Framework and AccountAbility’s AA1000
Accountability Principles Standard 2008 (AA1000APS).
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A selection of 24 relevant indicators were reviewed by
KPMG Asesores in accordance with ISAE3000, Assurance
Engagements other than Audits or Reviews of Historical
Financial Information, issued by the International
Auditing and Assurance Standard Board (IAASB), and the
Guidelines on Corporate Responsibility Report Review
Work issued by the ICICE, Spain’s Institute of Auditors.
The selection was determined on the basis of the
materiality assessment Inditex conducts together with its
stakeholders each year. Since it began to commission this
review in 2010, Inditex has been increasing the number
of indicators reviewed, in line with the firm’s continuous
improvement philosophy, which extends to its reporting
effort, all with a view to further enhancing the level of
assurance it provides with respect to the transparency
and veracity of the information it discloses.

The outcome of the external assurance process corroborates
the appropriateness of the reported GRI standard
application option (In accordance - Comprehensive).

< Assurance statements from SGS and KPMG
on pages 364 and 366









Letter from the Chairman
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| LETTER FROM THE CHAIRMAN

Dear friends:

This report summarises the activities and initiatives pursued
by the more than 170,000 people who worked for Inditex
during 2017. It sets out the commitment to creative fashion
which drives us all, and how we generate social and
economic value in the process. It reflects the investment
and the sustainable growth model we deploy to build our
integrated store and online platform, all of which is framed
by specific and measurable sustainability, transparency
and traceability principles.

Investment to drive growth has always been one of the
company’s hallmarks. The €1.8 billion invested in 2017
went into the introduction of efficient technology, the
expansion of our logistics capabilities and the strategy for
differentiating and optimizing our saling areq, all of which
are key growth drivers.

Beyond the facts and figures, however, Inditex is about
people. Our people share the same entrepreneurial spirit,
unwavering drive, and determination to build the business
on the basis of hard work, humility and respect for diversity.

Having launched in Belarus in 2017, we are now present in
96 markets. Over the past six years we have updated and
adapted some 80% of our floor space, further accommodating

new technology. We have opened 2,994 new stores during
this period, while refurbishing and/or expanding 2,148
stores, and absorbing 1,046 older and smaller units into
these nearby expanded stores. As a result, we ended the
year with 7,475 stores, 80% of which are compliant with our
eco-efficiency store criteria, a programme scheduled for full
deployment by 2020.

With the rollout of Zara’s online platform in India, Malaysia,
Singapore, Thailand and Vietnam in 2017, and in Australia
and New Zealand in 2018, we have consolidated our globall
ecommerce platform, which is seamlessly integrated with
our store network. Online sales accounted for 12% of the
sales generated in the 47 markets where we have an online
presence in 2017, with a growth of 41%.

The creative passion of our 700 designers and the commercial
proposals of our product teams drew 2.42 billion visits to our
websites in 2017 and played a key part in the formation of
a global community of 121 million social media followers,
evidencing the power of our integrated platform and the
tremendous interest sparked by our collections.

Revenue reached a record high of €25.34 billion, representing
year-on-year growth of 9%, 10% in constant-currency terms.



Letter from the Chairman

“Thanks to our investment and sustainable growth,

we have bullt an integrated platform of stores and online
framed by specific measurable sustainability,
transparency and traceability principles”

Same-store sales growth was 5% in 2017, representing
accumulated growth of 36% in the last five years.

As a result, Inditex’s tax contribution, including both direct
tax and indirect taxes, increased to €6 billion. In Spain, we
paid €1.61 billion, €500 million of which was corporation
tax, which is over 2% of the total collected by the Spanish
tox authorities.

In addition, our growth continued to have a substantial
direct and catalysing impact on our network of suppliers,
which are crucial to our performance. In Spain, our 7,500
suppliers invoiced us €5.18 billion worth of goods and
services, up €500 million year-on-year, generating around
55,000 indirect jobs.

Sustainability and social value generation are at the heart
of our business. This report sets out our contribution to
the 17 United Nations Sustainable Development Goals
(SDGs) for tackling climate change, poverty and inequality
as well as our commitment to the United Nations Global
Compact and the Guiding Principles on Business and
Human Rights.

We put our people and the people who work in our supply
chain at the heart of all our decisions, which is why we
closely work with the International Labour Organisation
(ILO) and participate actively in the Sustainable Apparel
Coalition and the Ethical Trading Initiative.

We remain strategically committed to traceability and
accountability throughout our entire supply chain, whether
in proximity areas (57% of the total) or other countries. We
are making progress on the integration of representatives
from IndustriALL Global Union, the body representing over
50 million workers with which we signed a pioneering
global framework agreement a decade ago.

Through this collaboration, we are fostering important
initiatives in support of the freedom to unionise, collective
bargaining rights and women’s empowerment. An example
of this is our Showbhagyam project which continues
working against the illicit Sumangali labour practice in
southern India.

We have invested significantly sums to research and
development in the environmental sustainability arena. This
includes investing in the eco-efficiency of our offices and
logistics platforms, introducing advanced waste recycling
and re-use solutions, particularly for board and plastics.
We also made decisive progress on the use of sustainable
fabrics and processes in our collections, which are identified
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by the Join Life label, which has the aim of disseminating
best practices. Zara, Massimo Dutti, Oysho and Pull&Bear
are already participating in the Join Life initiative with the
rest of the brands preparing to join.

We also began a research project coordinated by the MIT
International Science and Technology Initiatives (MISTI) of
Massachusetts Institute of Technology (MIT)) mainly focused
on the improvement of textile fibre recycling and the
creation of new fibres using clean technologies. Through the
MIT Spain-Inditex Fund, the universities of Vigo, the Basque
Country, Granada and Politécnica de Valencia presented
pioneering projects for the separation and subsequent
recycling of fibres.

The 2016-2020 Sustainability Plan, whose objective is to put
in place the principles of the circular economy, has reached
its half-way mark. The Closing the Loop project for the
collection, reuse and recycling of used garments has been
deployed in 598 stores in eight markets, with implementation
in a further four underway. In collaboration with the NGO
Caritas, we have also installed 1,856 containers on Spanish
streets and, together with the logistics operator Seur, we
have created a pioneering service for picking up used
clothing in conjunction with at-home deliveries.

This vision of our business is complemented by the work
done with entities specialised in fostering community
wellbeing and education, enhancing the job prospects of
at-risk groups (opening two new for&from stores managed
by individuals with differing abilities in 2017) and providing
emergency relief. The contributions made by the company
in these areas benefitted 1.5 million people. Our core
partners continue to be Médecins Sans Frontieres (MSF),
Caritas, Entreculturas and, more recently, Water.org.

| trust that the following pages will provide a balanced
view not only of our customer-centric business model, our
people-focused values and our social, economic and
sustainable value creation priorities, but also the sense
of purpose, dedication and passion that drive all of us
within Inditex.

Pt

Pablo Isla

Chairman




Inditex in figures, main indicators

INDITEX IN FIGURES,
MAIN INDICATORS

| . FINANCIAL PERFORMANCE INDICATORS

TURNOVER (in billions of euros) 2017 2016 2015 2014 2013
Net sales 25.3 23.3 20.9 18.1 16.7
% online sales* 10% NR NR NR NR
SALES BY GEOGRAPHY (%) 2017 2016 2015 2014 2013
Spain 16.3% 16.9% 17.7% 19.0% 19.7%
Europe (excl. Spain) 44.9% 43.9% 44.0% 46.0% 45.9%
Americas 15.6% 15.3% 14.7% 13.9% 14.0%
Asia & RoW 23.2% 23.9% 23.5% 21.1% 20.4%
Total 100% 100.0% 100.0% 100.0% 100.0%
RESULTS AND CASH FLOW (in billions of euros) 2017 2016 2015 2014 2013
EBITDA 53 5.1 4.7 4.1 3.9
EBIT 4.3 4.0 3.7 3.2 3.1
Net profit 34 3.2 2.9 2.5 2.4
Net profit attributable to the parent company 3.4 3.2 2.9 25 2.4
Cash flow 4.4 4.4 39 33 32
FINANCIAL STRUCTURE (in billions of euros) 2017 2016 2015 2014 2013
Equity attributable to the parent company 13.5 12.7 11.4 10.4 9.2
Net financial position 6.4 6.1 53 40 4.1
FINANCIAL AND MANAGEMENT RATIOS 2017 2016 2015 2014 2013
Return on equity (ROE) 26% 26% 26% 25% 27%
Return on capital employed (ROCE) 33% 33% 34% 33% 35%

STORE DIFFERENTIATION AND

OPTIMISATION PROGRAMME 2017 2016 2015 2014 2013
Number of stores 7,475 7,292 7,013 6,683 6,340
Number of markets with brick-and-mortar stores 96 93 88 88 87
Number of markets with online stores 47 43 29 27 25
Gross openings 524 444 428 459 511
Refurbishments 122 233 215 187 277
Extensions 144 191 171 194 132
Units absorbed 341 165 98 116 180
Net openings 183 279 330 343 331

(*) First year in which the company has reported the percentage of online sales.
NR: Not Reported

8 102-7



Inditex in figures, main indicators

| 2. SUSTAINABILITY AND DIVERSITY INDICATORS

2017 2016 2015 2014 2013
Number of employees 171,839 162,450 152,854 137,054 128,313
Female-to-male employee ratio 75% | 25% 76% | 24% 76% | 24% 78% / 22% 78% | 22%
Number of nationalities 97 99 90 83 89
Total energy consumption (GJ) 6,824,105 6,675,375 6,543,195 6,357,960 6,095,030
Relative energy consumption (MJ/garment)) 4.40 483 5.56 6.24 6.42
Corporate Community Investment (€ million) 48 40 35 25 23
Number of product suppliers with purchase during the year 1,824 1,805 1,725 1,625 1,592
Number of supplier audits 11,247 10,833 10,997 10,274 6,612
| 3. TAX CONTRIBUTION
(in millions of euros) DIRECT TAXES INDIRECT TAXES COLLECTED TOTAL
Spain 1,010 603 1,613
Europe (excl. Spain) 878 2,165 3,043
Americas 479 274 753
Asia & RoW 345 205 550
| 4. SHARE PRICE PERFORMANCE
Inditex’s market capitalisation stood at €89.98 billion at The share price decreased by 5.5% in 2017, closing at
fiscal year-end 2017, up 882% from the initial listing on 23 €28.87 on 31 January 2018. The daily trading volume
May 2001. averaged approximately 5.3 million shares in 2017.

SHARE PRICE PERFORMANCE DURING THE LAST FIVE YEARS

Inditex vs Indexes

@ Inditex @ Euro Stoxx 50 Ibex 35
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| 5. DIVIDEND

(€ per share) 2017* 2016 2015 2014 2013
Dividend 0.75 0.68 0.60 052 0.48

(*) Dividend proposal ratified by the Board of Directors for submission at the upcoming Annual General Meeting. Of the total, €0.375 per share was paid out on 2 May 2018 as
an interim dividend and the remaining €0.375 per share would be paid out on 2 November 2018, subject to approval at the AGM.



This Year’s Highlights

THIS YEAR’S
HIGHLIGHTS

february

Inditex launched its Teaming
Programme through which the
Group’s employees in nine countries
can donate a fixed amount of their
salaries to initiatives put forward

at the recommendation of MSF,
the Red Cross and Oxfam. Inditex

contributes double the amount

donated by employees to each cause.

august

Belarus’ first Zara, Pull&Bear,
Massimo Dutti, Bershka,
Stradivarius, Oysho and Zara Home

stores opened in the Dana Mall

in Minsk.

Massimo Dutti launched its first

collections under the Join Life label.

i)

march

Zara extended its online presence in
Southeast Asia with the launch of

www.zara.com in Malaysia, Singapore,
Thailand and Vietnam.

Tempe inaugurated its first for&from
store in Madrid, in the Sambil Outlet
shopping centre in Leganés. The store
is managed by the Prodis Foundation
and is serviced by people with physical,

psychological or intellectual disabilities.

septenﬁber

Inditex ratified its position as the
most sustainable retailer according
to the Dow Jones Sustainability
Index (DJSI). The DJSI flagged the
Group’s leadership on human rights
matters and its commitment to

eco-efficiency.

Through the Red Cross, the Group
contributed $1 million to the
emergency relief effort that followed

the Mexico earthquake.

‘1@

aer

Inditex distributed €42 million to
around 88,000 employees working
at the Group for at least two years
as part of its extraordinary
profit-sharing plan in which its
employees participate in the

company’s earnings growth.

october

Zara launched its online platform

in India.

Inditex and IndustriALL Global Union
celebrated the 10-year anniversary of
their Global Framework Agreement
for the protection and promotion of
better labour conditions across the

retailer’s supply chain.



This Year’s Highlights

may

Zara opened the doors of its first high
street flagship store in India, in the
Ismail Building in Mumbai. It boasts
4,800m? of floor space.

november

Massimo Dutti, Pull&Bear and
Stradivarius entered the Vietnamese
market with their first stores in Ho-Chi
Minh City.

Inditex renewed its strategic support
for Médecins Sans Frontieres with a
€2.3 million contribution to projects in

seven different countries.

june

The Newsweek Green Ranking
2017 ranked Inditex among the most
sustainable listed companies in the

world for the second year in a row.

- e

S

december

The Salta Programme, dedicated to
the integration of young people at
risk of exclusion into society and the
workplace, celebrated its 10-year
anniversary. 780 people were hired in
Inditex’s stores, factories and logistics
platforms in 12 cities around the world

thanks to this initiative.

July

Opysho inaugurated a for&from store
for the integration of people with
disabilities into the workforce and
society in Llagostera (Girona). The
store is managed by Moltacte.

january 2018

Zara inaugurated a novel pop-up store

in London for the management of online
orders, specifically in the Westfield
Stratford City shopping centre.

Inditex obtained the gold medal in
the Sustainability Yearbook 2018,
the highest accolade awarded by
the sustainability investing specialist
RobecoSAM, for the second year

N a row.



Commercial presence

COMMERCIAL
PRESENCE

Defined by its strategy of differentiating and optimizing its saling area,
Inditex opened 524 new stores in 58 markets during 2017 (net openings:
183 stores) and enlarged and refurbished 144 and 122 stores, respectively,
while at the time absorbed 341 smaller-sized units. The Group has 7,475

stores in 96 markets and has extended its online presence to 47.

The Group has transformed 807% of its saling area during the past six years.

ZARA @
SAN FRANCISCO

ZARA
MIAMI
AMERICAS
stores markets 8 o 5
Zara 328 21 stores
Pull&Bear 95 1 .
Massimo Dutti 61 10
Bershka 110 12 _ _
Stradivarius 72 10 In the pS the Group op.enecl }.ngh-pr'oﬂle.
stores in several states; including California,
Oysho 64 8 New Jersey, Florida and Michigan. In parallel,
Zara Home 61 14 its brands-continued to increase their saling
U - area in Latin America, most notably in-Mexico,
terque 14 1 Colombia and Argentina.
MARKETS WITH COMMERCIAL PRESENCE ONLINE MARKETS* . MAIN FLAGSHIP STORES OPENED.IN 2017

(*) The online platform went live-in Australia and-New Zealand in 2018.
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Vear review - Commercial presence
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ned new stores in 10 Asian markets.
pansions took place in China an
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Retail formats

TAIL
ORMATS

Zara store employee in New York (United States)



Retail formats

In 2017, Inditex’s eight brands continued to focus on commercial
initiatives and collaborations with artists and celebrities who identify with
our brand values. Massimo Dutti and Oysho introduced the Join Life
label which features the Group’s sustainability-focused collections.

The Group’s brands worked to drive and consolidate the integration of stores
and online, rolling out Same-Day Delivery and Next-Day Delivery services,
fully integrating store inventory with the online warehouses, gradually
deploying RFID technology across the rest of our brands (fully implemented

at Zara) and extending mobile payments to a growing number of markets.




Retail formats

16,620

net sales (€ million)

2,251

stores

51

net openings

96

markets

46

online markets

New markets: Belarus
New online markets: India, Malaysia, Singapore, Thailand
and Vietnam

During 2017, Zara continued to differentiate and optimise the
saling area with flagship openings in Madrid, Venice and
Mumbai, and high-profile refurbishments and enlargements
such as those in Paris’s Opera and Nagoya. The launch of
www.zara.com in India, Malaysia, Singapore, Thailand and
Vietnam and the initiatives taken to further enhance the
integrated stores and online model, were important highlights
during a year where sustainability gained ground with growth
in the number of products under the Join Life label.

Wwww.zdrd.com
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Retail formats

PULL&BEAR

1,747

net sales (€ million)

979

stores

6

net openings

77

markets

33

online markets

New markets: Belarus, Vietnam

The flagship store on Rue de Rivoli (Paris) and high-
profile store refurbishments in Ermou (Athens), Vorosmarty
(Budapest) and One World (Bangkok) marked a year during
which Pull&Bear cemented its collaboration with the motor-
cycling world champion Marc Mdrquez, developing new
collections that look beyond the world of sport. It is also worth
highlighting the brand’s sponsorship of the Pull&Bear Pantin
Classic Galicia Pro, Spain’s most prized surfing competition.

www.pullandbear.com
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Retail formats

1,765

net sales (€ million)

780

stores

15

net openings

77

markets

37

online markets

New markets: Belarus, Vietnam

Massimo Dutti opened new stores on Calle Coldn (Valencia)
and in the Galleria Vittorio Emanuele (Milan) during 2017.
Both have outstanding architectural features and minimalist
interior designs. The brand received a further boost when
it was award the Prix Versailles architecture award for its
flagship store on Presidente Masaryk in Mexico City. In 2017,
the brand also began to promote its more sustainably-made
garments via the Join Life label.

www.massimodutti.com
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Retail formats
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Bershka

2,227

net sales (€ million)

1,098

stores

17

net openings

79

markets

35

online markets

New markets: Belarus
New online markets: South Korea, US and Japan

The brand’s collaborations with influencers comes to life in
capsule collections, such as the ‘Fedez for Bershka’ range,
and was one of the highlights during a year in which Bershka
introduced its online platform in South Korea, the US and
Japan. Echoing its fusion of fashion and music, the brand
opened pop-up stores in New York and Rome which sold
all of its collections and featured the brand’s Stage store
image and even its eco-efficiency criteria for lighting, reuse
of materials and use of sustainable wood.

www.bershka.com



Retail formats

@Stradivarius

1,480

net sales (€ million)

1,017

stores

23

net openings

76

markets

32

online markets

New markets: Belarus, Vietnam

The Stradivarius store count topped the 1,000 mark in
2017 following the inauguration of new flagship stores,
such as the new store on Portal del Angel (Barcelona).
This brand’s noteworthy commercial initiatives included a
unisex capsule collection paying homage to Keith Haring
and the launch of an online publication called The Monthly
Edit. It shares the experiences of young people from all
around the world with the idea of connecting fashion with
other ways of life.

www.stradivarius.com
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Retail formats

OYSHO

570

net sales (€ million)

670

stores

34

net openings

65

markets

33

online markets

New markets: Belarus, Costa Rica, Honduras, Czech Republic
and Switzerland
New online markets: South Korea

In 2017, Oysho took its yoga collections to iconic places
in Barcelona, Madrid, Milan, Doha, Moscow, Paris, Tunisia,
Istanbul, Dubai and Bali with the Oysho Yoga Tour. It also
launched a Gymwear Yoga line in which the combination
of neutral shades such as white, grey and black define a
collection characterised by a variety of textures and prints
and a range of shapes. On the store opening front, it is worth
highlighting the inauguration of a flagship store in Cannes
and the launch of online sales in South Korea.

www.oysho.com
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Retail formats

ZARA HOME

830

net sales (€ million)

590

stores

38

net openings

75

markets

37

online markets

New markets: Armenia, Belarus, Israel, Czech Republic
and Tunisia

The first store openings in Armenia, Belarus, Israel, the
Czech Republic and Tunisia highlight in a year in which
Zara Home also overhauled its online sales app and
continued to surprise its fans with pop-up facilities in
collaboration with artists and interior designers of the
calibre of Simon Costin in the Piazza San Babila store in
Milan. A nod to nature and craftsmanship, with a touch of
sophistication, came to life with the launch of the Linen and
Second Nature collections.

www.zarahome.com
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Retail formats

UTERQUE

97

net sales (€ million)

90

stores

12

net openings

41

markets

30

online markets

New markets: Kazakhstan, Romania

Quality, design and ‘Made in Spain” defined the Quality
Stories campaign launched by Uterqie to market its bag
and shoe collections. The brand’s alliance with the world
of art also evolved during the year with its art essays, the
first in collaboration with Pablo Thecuadro to showcase the
season’s new looks. In 2017 Uterqie inaugurated flagship
stores on Paseo de Gracia (Barcelona) and Claudio Coello
(Madrid), unveiling The Apartment, its new store concept.

www.uterque.com
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Sustainable model

SUSTAINABLE MODEL

At Inditex, we work with the goal of offering our customers the fashion products that
they demand in an ethical and responsible manner, following the Right to Wear
philosophy, which brings sustainability to all areas of our business model.

To meet this goal, we believe in an ongoing dialogue with our stakeholders, transparency
and the protection of Human Rights.

(i)
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Sustainable model

SUSTAINABLE
DEVELOPMENT

Inditex is one of the leading fashion groups in the world. With over 171,000 employees,

it operates in 96 markets through its network of stores and online business. Our way of
understanding fashion, our commitment to flexibility and innovation, have allowed our brands
Zara, Pull&Bear, Massimo Dutti, Bershka, Stradivarius, Oysho, Zara Home and Uterque to
respond to customers’ needs at the right time to offer them the latest trends that they demand.

Z AR A PULL&BEAR Moamimo Dutti  Bershka thradivarius OYSHO ZARA HOME UTERQUE

HOW WE WORK CORPORATE VALUES
Our sustainable business model is characterised 1. Strong customer focus
by a high degree of integration of all phases of 2. Modesty
the fashion process: design, supply, product 3. Self-reliance
and manufacturing quality control, logistics and 4. Non-conformism
retail through our 7,475 stores worldwide and 5. Team work
in 47 online markets. 6. Creativity
7. Diversity

8. Innovation

GUIDING PRINCIPLES

Human Rights policy
. Code of Conduct and Responsible Practices
. Code of Conduct for Manufacturers and Suppliers
. Right to Wear guiding principles

. Lines of work in each area to obtain high-quality, sustainable and

a N wN

responsible products
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Stakeholder relations

STAKEHOLDER

RELATIONS

O0 EMPLOYEES
( | W W Any person who works for
Inditex Group, whether at
stores, offices or logistics
centres.

Any person who purchases
any product marketed by
Inditex Group’s brands.

SUPPLIERS
Companies that are part of
Inditex supply chain as well as

their respective employees.

Al people or entities that are
part of the context in which
Inditex carries out activity.

SHAREHOLDERS

Any person or entity that
owns Inditex Group shares.

Set of natural elements

9 ENVIRONMENT

present in the environment
where Inditex develops its
business model.

Getting to know and collaborating with all our stakeholders,
understanding their expectations and responding to them
are key elements of Inditex's strategy. Our approach to
dialogue and transparency allows us to fulfil the goal of
creating value in a sustainable manner and it is key to
face the challenges and opportunities that arise in the
development of our activity. It also allows us to make
progress in the promotion of Human Rights or in the
achievement of the Sustainable Development Goals (SDG).

In this respect, we have various global and specific policies
that govern the relationship with stakeholders and that
reflect our values and guiding principles with them such as
the Human Rights Policy, the Corporate Social Responsibility
Policy, the Code of Conduct and Responsible Practices, the
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Code of Conduct for Manufacturers and Suppliers and the
Environmental Responsibility Policy, among others.

To determine the specific relationship strategy with each
stakeholder and to establish the objectives and communication
channels to be used, we identify and review our relation with
each one of them on a continuous basis. After this first step,
we determine which are priority groups according to their
direct or indirect involvement in our value chain.

In order to formalise and institutionalise the dialogue with
key interlocutors in civil society, we have a Social Advisory
Board, which is an advisory body on sustainability issues,
made up of individuals and external institutions who are
independent of Inditex.

102-40,102-42.102-43,103-2



Sustainable stratepy - Stakeholder relations
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DIALOGUE WITH STAKEHOLDERS

HOW DO WE COMMUNICATE?(*)

ONGOING Materiality analysis, Social Advisory
DIALOGUE Ui N AN Board, corporate website, Annual
Report and specific tools (*)
©

Oo
(1))

EMPLOYEES

{J

SUPPLIERS

EMPLOYEES AT OFFICES,

STORES, LOGISTIC CENTRES

&

SUPPLIERS, MANUFACTURERS,

WORKERS AND UNIONS

- Strengthening the commitment
to the Code of Conduct and
Responsible Practices

- Team motivation

- Rapid response to customer demands

- Customer care segmented by country
and service to higher personalised care

- Ensuring compliance with the Code
of Conduct for Manufacturers and

Suppliers

- Respect for human and labour rights

- Fair and decent treatment

- Providing trendy products in a
responsible way

- Offering the best service and customer
response through all our channels

- Protection of their privacy and
personal data

- Promotion and protection of Human
Rights, fundamental labour rights and
international standards

- Promotion of sustainable production
environments

COMMUNITY

=

ENVIRONMENT

NGO, GOVERNMENTS AND PUBLIC
ADMINISTRATIONS, MEDIA,

ACADEMIC INSTITUTIONS AND
CIVILSOCIETY

Q SHAREHOLDERS

INSTITUTIONAL AND
PRIVATE INVESTORS

&

ENVIRONMENTAL PROTECTION
ORGANISATIONS AND
GOVERNMENTS

- Achieving maximum reach and
impact in the programmes developed

- Consolidating position on
sustainability indexes

o Corporate transparency

- Applying the Environmental
Strategic Plan

- Contribution to social and economic
development

> - Contribution to the improvement of

global welfare

- Social interests and the shared
interests of all the shareholders

- Encouragement of informed
participation

- Respect for the environment
- Protecting biodiversity

- Efficient use of resources

(*) A table with detailed information on the main dialogue tools used with each stakeholder is available on the Sustainability Balance Sheet on page 257.
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Materiality analysis

MATERIALITY

ANALYSIS

Identifying the most relevant issues for our stakeholders
is key to developing our sustainable strategy. One of
the most important dialogue tools for this task is the
materiality analysis, which allows us to know the issues
that most concern or interest these stakeholders and
that are, at the same time, important for us. Thanks to
the materiality analysis, we can establish the priorities
to address and ensure that they are aligned with the
stakeholders’ expectations. In the same way, the
analysis also defines the content that we include in the
Annual Report.

In 2017, for the seventh year in a row, we have carried
out this process where representatives of our priority

| MATERIALITY MATRIX

internal and external stakeholders have identified and
assessed the importance of various topics. Inditex’s Social
Advisory Board has actively participated in this process,
the result of which is a materiality matrix where 30 issues
are covered. In turn, these issues are grouped into 10
main areas which we call Our Priorities. That is to say, the
major issues on which our sustainable strategy is based
and which allow us to make progress in the creation of
economic, social and environmental value and ensure
that the stakeholders’ current and future needs are met.

Each of the ten priority areas is explained in a specific
chapter of the Report, which tells us about Inditex's
strategy and performance in this regard.

o
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Diversity and Inclusion

Labour practices

Attracting and reaining talent

Human capital development

Responsible purchasing practices

Health and safety at suppliers and manufacturers
Respect for labour rights in the supply chain
Transparency and traceability of the supply chain
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Commitment to customers

Purchasing habits

-
-

Integration of sales channels
Cybersecurity and data protection
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INTERNAL RELEVANCE
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EXTERNAL RELEVANCE

Protection of biodiversity
Sustainable products

Management of chemicals and sustainable
processes in manufacturing

Product quality, health and safety
Product information and labelling
Animal welfare

Circularity

Energy and climate change

N
-

Use of water
Packaging
Investment in the community

Relationship with stakeholders

60% 80%

. Qur customers
Our people Tax transparency
Innovation in supply chain management

. Socially responsible supply chain

Excellence of our products Corporate Governance

30

. Contribution to community welfare

. Creating value for the shareholder

. Circularity and efficient use of resources

100% Corporate Governance

Risk management and control systems
Corruption and bribery

Regulatory compliance and responsible practices
Socioeconomic impact on society

Transparency and tax contribution

102-21,102-29, 102-43, 102-44, 102-46, 102-47



Materiality analysis

GRI REPORTING PRINCIPLES

STAKEHOLDER

INCLUSIVENESS SUSTAINABILITY CONTEXT

PROCESS OF DRAFTING INDITEX'S MATERIALITY MATRIX

Q

IDENTIFICATION

V

PRIORITISATION

Presentation of relevant issues
to internal and external
stakeholders to assess their
importance in the economic, social
and environmental impacts and
the influence on stakeholders’
decisions and expectations.

Analysis of mega trends which
affect the business model
and identification of important
issues which impact value
creation. Evaluation of the
boundary (internal and external)
of each important issue.

To carry out the process of identifying the priority issues and
their scope, the recommendations included in the Global
Reporting Initiative (GRI) Standards have been followed.
In addition, this year the list of material issues has been
revised to include some new ones and exclude others so
that the current matrix takes a look at 30 material topics
compared to 32 in 2016.

Year after year, we confirm that the majority of issues
considered to be material by our stakeholders and their
relevance stay the same. This is the case of Human or
Labour Rights in the supply chain or the quality, health and
safety of our products, both of which are among the five
most important topics for internal and external stakeholders.

Validation of the result of the materiality
maitrix to ensure that it is a reasonable

MATERIALITY COMPLETENESS
\/ v
vi—
VALIDATION REVIEW

The conclusions from the
internal and external review
of the materiality matrix of
the previous year have been
applied during the year.

and balanced reflection of the
issues important to the organisation.
Internal validation by Inditex’s
management and external validation
via its Social Advisory Board.

However, other important issues have changed their
prioritisation in recent years. This analysis of the evolution
of materiality also allows us to react to changes in our
stakeholders” expectations and respond to new needs.

The information about the materiality matrix is complemented
in the Sustainability Balance Sheet with an analysis of each
material topic, which includes its scope or boundary and
Inditex’s involvement in the possible impact (if the contribution
to the impact is directly related to the organisation or it is
through any of its business relationships).

4 See page 258 of this Annual Report.
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MATERIAL TOPICS

EVOLUTION OF MATERIALITY

32 30

IMPORTANT ISSUES

- Human Rights and industrial
relations in the supply chain

- Product quality, health and safety

- Safety and health at suppliers

and manufacturers
- Commitment to customers

- Traceability of the supply chain

102-49

0 MATERIALTOPICS 0 MATERIAL TOPICS

2016 2017
IMPORTANT ISSUES IMPORTANT ISSUES

- Product quality, health and safety - Respect for labour rights

- Human Rights and industrial in the supply chain

relations in the supply chain - Labour practices

- Commitment to customers

- Health and Safety at suppliers

and manufacturers

- Traceability of the supply chain

- Labour practices - Product quality, health and safety

- Responsible purchasing practices
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Contribution to sustainable development

CONTRIBUTION
TO SUSTAINABLE
DEVELOPMENT

At Inditex, we have aligned our strategy with the United
Nations 2030 Agenda for Sustainable Development, adopting
a firm commitment to the 17 Sustainable Development
Goals (SDGs), in line with the Group’s commitment to
sustainability and respect for Human Rights across the value
chain. We are convinced of the relevance of the SDGs in the
development of a common roadmap for all parties involved
in sustainable development, from governments to private
companies and civil society organisations.

Our strategy encompasses all the SDGs (17) defined in the
2030 Agenda because we are convinced that achieving
them will put an end to all types of poverty, reduce
inequality and aid the fight against climate change. In
fact, the 17 SDGs are interrelated to cover the three pillars
of sustainable development: economic growth, social
inclusion and environmental protection.

These SDGs are developed through 169 specific targets.
In 2017, we began to identify and align our strategy with
the targets where our influence could be stronger, using
the indicators that measure the progress towards achieving
each of them as a benchmark. We have carried out an
analysis of our business model and our priorities based
on the Guide Business Reporting on the SDGs: An Analysis
of Goals and Targets. This guide has been developed
by the Action Platform for Reporting on the Sustainable
Development Goals organised by the UN Global Compact
and the Global Reporting Initiative. Inditex has been a
member of this platform since it was launched.

The result of this exercise of identification and prioritisation
of the targets where Inditex’s contribution may be more
relevant is presented in the Sustainability Balance.

+
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SDG 8: DECENT WORK AND
ECONOMIC GROWTH

At Inditex, we believe that sustainable development means
aligning economic growth with decent work. Because of this,
the promotion of sustainable, sustained and inclusive economic
growth, as well as productive employment and decent work

for all, is a fundamental goal of Inditex’s strategy. Thus, our
contribution to SDG 8 extends to the entire value chain and
materialises in various actions promoted from different areas of
the Company. We promote the generation of decent jobs for
both our employees and for the workers of our supply chain.
We develop projects to achieve the welfare of the communities
where we operate and we create policies that formalise our
commitment to decent employment and mechanisms that
ensure its implementation, among other actions. All this,
together with our stakeholders and the relevant organisations
in each area. In line with this commitment to SDG 8, we
participate in Alliance 8.7 promoted by the International
Labour Organization (ILO), which brings together
governments, companies, workers’ organisations and civil
society and whose goal is to eradicate forced labour, modern
slavery, human trafficking and child labour. We also participate
in the UN Global Compact Decent Work in Global Supply
Chains Action Platform.

+
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Contribution to sustainable development

| OUTSTANDING CONTRIBUTION IN 2017

Reducing inequality is one of the main
goals upon which our corporate community
investment has been focused in 2017. 18%
of our investment in corporate community
investment projects contributes to this goal.

We invest in corporate community investment
projects whose main goal is directly related to the
goal of eradicating poverty (€1,459,180 in 2017).

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

is a goal which we have contributed to in
2017 through an investment of €1,255,581 in
corporate community investment projects.

In 2017, we invested €221,255 in programmes that
contribute to the goal of zero hunger as part of
our strategy to contribute to community welfare.

We develop activities to guarantee safe and healthy

G 4 ALTH working environments for our own employees as well
MD)W

Our actions in product life cycle management
are aimed at achieving a circular system

where through our different standards and
programmes, we promote sustainable behaviours
both for our suppliers and our customers.

as for all the workers of our supply chain. In 2017,
we continued with the certification of our facilities
under the OHSAS 18001 standard and we have
developed health and safety programmes that have
benefited 484,070 workers of our supply chain.

We promote training programmes for all our
employees so that they can develop their talent
to the fullest. In 2017, more than 2.1 million
hours of training were carried out.

We work to minimise the impact on climate
change. 45% of the energy consumption

at our headquarters, logistics centres and
stores comes from renewable sources.

Gender equality and women empowerment

are a basic commitment for Inditex. So we raise
our employees’ awareness of this aspect and
develop Equality Plans, among other actions.
In addition, we have developed a strategy for

We avoid harming underwater life in any
way. We also invest in programmes to
protect it in line with our commitment to
Zero Discharge of Hazardous Chemicals.

women empowerment in the supply chain.

We promote sustainable raw materials and
efficient production techniques to enhance
the protection of biodiversity. In 2017, we
marked 10 years of our collaboration with the
Xunta de Galicia for forest improvement.

We have committed to achieve Zero Discharge of
Hazardous Chemicals, in 2017, we have continued
to move towards this goal through the programmes
The List by Inditex or Ready To Manufacture.

Our Compliance Model allows us to transmit an
ethical culture to both employees and suppliers.
In addition, in 2017 the Board of Directors of
Inditex approved the Group's Integrity Policies.

We promote the use of sustainable and efficient
energy sources both at our own facilities and with
our suppliers through the Join Life garments.

We finished 2017 with 171,839 employees representing
e LU 97 different nationalities. Our priority is to improve
EREIE. I quality of their employment day by day, opting for
/\/ remuneration policies that favour them and encourage
‘I' their development and talent. Over 2 million

workers of our supply chain are our priority when
developing programmes that promote decent work.

Our Compliance Model allows us to transmit an
ethical culture to both employees and suppliers.
In addition, the Board of Directors of Inditex

approved the Group’s Integrity Policies in 2017.

We promote the industrialisation of our supply
chain through the implementation of the

Ready to Manufacture programme or projects @ SUSTAINABLE glﬁ
such as Lean or SCORE in collaboration with ¥ DWELOPMENT ’“‘F

the International Labour Organization.
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Sustainable strategy - Promotion and respect of Human Rights

PROMOTION
AND RESPECT OF
HUMAN RIGHTS

Defending and promoting Human Rights is one of the
foundations of Inditex’s corporate culture. Inditex has
acquired formal policies and procedures and has made
progress in formalising due diligence and grievance
mechanisms as an essential component of the Human
Rights Policy, approved in 2016.

Inditex has a solid and sustainable supply chain
management system. This system, its policies and
procedures, are based on respect for Human Rights and
have been developed thanks to the knowledge of, and
proximity to, the entire supply chain.

<4 See the chapter Socially Responsible Supply chain on
pages 79 and onwards of this Annual Report.

In July 2017, all those responsible for sustainable supply
chain management received specialised training on

34

Human Rights due diligence procedures in accordance
with the United Nations Guiding Principles on Business
and Human Rights. The training was conducted by SHIFT, a
non-profit organisation with expertise in Human Rights and
chaired by John Ruggie, author of the Guiding Principles.
At Inditex, progress has been made in standardising
existing processes for the identification and prioritisation
of relevant issues regarding Human Rights, and there has
been progress in the creation of a model for the collection
and processing of potential impacts on operations.

The due diligence process is being adopted across
the entire organisation in 2018. It is driven by Inditex’s
incorporation as a member of the Learning Business
Programme, a leadership programme in Human Rights.
It brings together 18 companies from all sectors to work
on the implementation of the Guiding Principles under
SHIFT’s leadership.

102-16, 103-2, 412-2, AFH



Sustainable strategy - Promotion and respect of Human Rights

Employee from the Zara Home store in Shanghai (China)

= ]

HUMAN RIGHTS DUE GRIEVANCE
POLICY DILIGENCE MECHANISMS
@ @
& & &
w Establishing and implementing - .
E Developing, approving and a due diligence process to Ry anfi updating
5 .o . . current grievance
' communicating a corporate evaluate impacts and developing I
o Human Rights Policy. prevention and mitigation access and remediation
© processes. ’

HUMAN RIGHTS POLICY APPROVED IN

DECEMBER 2016 ANALYSIS OF IMPACTS
ON HUMAN RIGHTS

INSTITUTIONAL REFERENCE
FRAMEWORK

REVISION OF GRIEVANCE
- Universal Declaration of Human Rights MECHANISMS

- Principles of the UN Global Compact

- Guiding Principles on Business and

Human Rights DEVELOPMENT AND INTEGRATION
OF PROCESSES

- Fundamental ILO conventions and ILO
Declaration on fundamental principles and
rights at work

Inditex’s Code of Conduct and

Responsible Practices COLLABOR A

STAKEHOLDERS
Inditex’s Code of Conduct for

Participation in SHIFT’s Business Learning
Manufacturers and Suppliers

Programme

Other internal regulations










Customers and an employee at the Zara store in Miami (United States)
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‘ OUR CUSTOMERS

RELATED SUSTAINABLE DEVELOPMENT GOALS

Goal 12: Ensure sustainable consumption
and production patterns.

INDITEX’S
CONTRIBUTION

Customers are at the centre of our decision-making and our
business. We are committed to maintaining their trust in the
long- term by always sustainably producing the responsible
fashion they are looking for. Inditex has developed an
integrated model for stores and online that seeks to maintain
a continuous dialogue with customers, thus meeting their
needs while providing the necessary information to facilitate
a purchase, promoting a model of responsible consumption.
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Our customers

The customer is at the centre of Inditex’s activity and, we have developed an integrated
store and online platform in order to listen their feedback. We want to guarantee the
best possible shopping experience by taking advantage of complementary channels.

1. CUSTOMERS
AT THE CENTRE

Customers are at the centre of our business and our decision-
making process. Aiming to know customer demands. Inditex
has developed an integrated model of stores and online
that seeks to maintain a continuous dialogue with customers.
The Group’s brands can find out not only what their needs
are, but also understand how they seek them out and where
or how they prefer to receive a product.

Our designers, store and customer care teams, IT personnel,
logistics personnel and the over 170,000 individuals
making up Inditex work every day with one single focus: to
understand the demands of our customers and offer them
the products they want in a fast, agile and comfortable way.

To do so, the Inditex brands have developed new solutions
based on our commitment to improve the customer
experience both in our stores and online. In fact, the Group
has invested more than one billion euros to technological
and logistics investments over the last four years.

40

Thanks to these innovations, Inditex has explored new store
concepts and new technologies for the collection of online
orders, developed the Radio Frequency Identification
project and introduced payment through mobile devices,
among other initiatives.

This constant innovation and commitment to new systems
to facilitate the customer experience is inherently
accompanied by a cybersecurity and data protection
policy. So, we work to ensure that their purchases are
secure, comfortable and agile, and that all their data is
properly protected.

Offering a multi-channel customer service is another key to
the model. Inditex brands have more than 40 call centres
located on all continents, capable of attending to the over
20 million queries that our customers made through the
various channels in 2017.

103-1.103-2



Our customers

2. INTEGRATED MODEL
OF STORES AND ONLINE

Wander around a store, have a look at all the new items,
touch the fabrics, try on a garment and buy it using your
mobile phone to receive it at home a few hours later. This is
one of the many new possibilities thanks to the emergence
of new technologies, which allow us to relate to customers
in new ways.

Given this new reality, Inditex's commitment focuses on
offering customers the greatest number of possibilities.
Thanks to the integrated model of stores and online, our
customers can relate to our brands at the most convenient
moment, place and way for them.

Currently, the integration of stores and online is a reality in a
total of 47 of the 96 markets in which Inditex brands are present.

The Group’s online sales grew by 41% in 2017, reaching 10%
of the total, 12% in all the markets which have online presence.

With this, the number of visits to our online stores increased
rapidly until the end of the year when it reached over
9 million hits per day. Throughout the year the Group's
websites registered a total of 2.4 billion hits, reaching
peaks of up to 249,000 orders in one hour.

In addition, our brands have also advanced in terms of
order collection, expanding services such as Same Day
Delivery, available in Madrid, London, Paris, Istanbul,
Shanghai and Taipei, and Next Day Delivery, which is
already in place in Spain, France, the United Kingdom,
China, Poland and Korea.

In 2017 Zara launched a new pop-up concept with a novel
shopping experience in Stratford (London, United Kingdom),
one which has been replicated and updated in Milan (Italy)

and Roppongi (Tokyo, Japan). It is a temporary concept store
specialised in placing and collecting online orders, as well as
making any type of return or exchange. This pop-up store is a
temporary format, and in the case of London, was operating until
the opening of the new Zara flagship store in the city’s Westfield
Stratford shopping centre in May 2018.

According to the words of Pablo Isla, Inditex’s chairman and CEO,
this concept is “another milestone in our strategy of integrating our
stores with the online world, which defines our identity as a business”.

103-1,103-2,103-3

| Interior of the Zara store in Stratford, London (United Kingdom)

This new store format was conceived with the aim of intensifying
customer satisfaction in the shopping experience and offering a
select collection of items that can be purchased through Zara.com
directly from the store.

In order to help our customers and improve the shopping
experience, the team in this new store format is equipped with
tablets and other mobile devices, as well as an innovative bluetooth
POS terminal which allows to purchase at any point of the store
and pay at the till. In addition, the smart mirrors that are part of
this concept show the various possibilities in real size to coordinate
and combine items with other garments and accessories.
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Our customers

3. INNOVATION FOR
AN IMPROVED SHOPPING
EXPERIENCE

Based on our commitment to offering our customers a
shopping experience that meets the highest standards,
at Inditex we are working to develop new projects and
technologies that allow us to offer them better service
while advancing to integrate our stores and online.

To do this, our Radio Frequency ldentification (RFID)
programme for garments is a basic pillar on which many
of the innovations we put into operation are based on.
This project lets us know where each of our garments is
at all times.

From the moment we codify the garment alarms, we
can use this system to individually recognise each item
from our logistics centers to the sales area itself. Using
this, we can quickly locate a garment at the request
of a customer. In addition, stock management can be
conducted 80% faster, which allows us to allocate more
time to offering the customer better service.

Zara has already completed the integration of this Self-checkout L_
technology in all markets where it is present, while Uterque
joined Massimo Dutti and Pull&Bear in implementing this
project into its stores in 2017. At Inditex we are working
towards the goal of implementing RFID technology into
all our brands by 2020.

Along the same line of offering our customers a more
efficient and agile service, at Inditex we are implementing
new systems that allow us to eliminate unnecessary
waiting during the entire purchasing process, such as
self-checkout, specifically designed for periods with a
greater number of customers in store.

With this same objective, in 2016 we launched mobile
phone payment through our different brand applications
and a new app for the Group called InWallet, which
centralises purchases from all our stores. This system is
operational in Spain, France and the United Kingdom.
In addition, 24 other markets also have different mobile
phone payment options.

In addition, this new tool allows for integrated receipt
management. The system stores all purchase receipts
from our stores and online which can be accessed at all
times, and offers the customer the possibility of making
an exchange or return.

IN WALLET
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Our customers

COLLECTING ONLINE
ORDERS IN SECONDS

. Automated Collection Point

In order to offer faster, more efficient service without queues,
in 2017 we launched our first Automated Collection Point

for Zara.com orders. This tool has allowed us to offer our
customers a comfortable and agile online purchase collection
experience, taking just a few seconds.

This Automated Collection Point, already located in the
Marineda shopping centre Zara store in A Coruna (Spain) and
which will be installed in other stores around the world, allows
the customer to easily collect online purchases, scanning the
QR code or entering the PIN code included on the electronic
receipt. The automated system will instantly locate the order,
transferring it to the collection door in just a few seconds.

This Automated Collection Point conceals a robotic system
that efficiently manages the space, as it creates dynamic
compartments that can change size according to package
dimensions. The unit installed at Marineda can store up to
700 packages, and later models, such as those at the new

Stratford flagship store, can manage 2,400 packages.

Once the customer requests order collection, the smart system
locates the tray on which that package is located and transports
it to the delivery door. The space is then available to receive new
orders in a totally smart, flexible and dynamic way.
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Our customers

We work continuously to continue improving
the security measures to ensure the security
of our customers’ personal data in all of our

store Processes

4. CYBERSECURITY, PRIVACY AND
PROTECTION OF PERSONAL DATA

Privacy and the protection of personal data of all our
customers and users, as well as our employees and
suppliers, is a top priority for Inditex.

In order to ensure the protection of data in all processes
and corporate tools, we have Security Committee in
chargeto embrace the necessary measures and protocols.
Furthermore, our Department of Data Protection and
Privacy guarantees and coordinates compliance with
data protection and privacy regulations in each of the
territories where the Inditex Group companies operate.

To show our commitment to information security, Inditex
holds the [SO 27001 certificate (the international
standard in information security) since December 2017.
This certification guarantees strict security measures
applied to activities regarding the control, monitoring and
maintenance of the necessary infrastructures to offer top-
quality service through our online stores.

This seal is in addition to the accreditation obtained in
recent years for PCI DSS (Payment Card Industry - Data
Security Standard) payment security. This standard of
best practices guarantees that at Inditex we follow all the
necessary data protection measures to avoid possible
fraud when using credit or debit cards.

This year we have also satisfactorily passed the audit
required by the Spanish data protection regulation
every two years. The result of this external audit reveals
compliance with the security measures (technical and
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organisational) required for all Spanish companies that
process personal data.

It should be noted in this regard that our Technology Centre,
located at the Group headquarters in Arteixo (Spain), has
been designed to mitigate all types of incidents, thus
guaranteeing the security of all our systems. To do this,
the technological platform has a duplication system for
equipment and systems guaranteeing continuity of our
business activities at all times.

Furthermore, in 2017 we also implemented a training plan
for employees, in which 5,600 workers from the Group
participated onsite and 10,800 remotely, with the aim of
preventing potential risks in terms of cybersecurity and
developing response mechanisms.

During 2017, Inditex worked to adapt our privacy and
data protection practices to the new requirements of
the General Data Protection Regulation of the European
Union (GDPR), applicable as of May 25, 2018.

Due to this new legal framework, we are applying
changes, among handling other issues, as we adapt our
customer privacy policies in order to reinforce their right
to transparency and make progress in the management
of their privacy and data protection rights.

Thus, we consider adapting to this new European regulation
to be a process of continuous evolution. In accordance with
regulatory requirements, the Group formally appointed a
corporate Data Protection officer in 2017 for all Group entities.
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Our customers

5. IMMEDIATE MULTI-
CHANNEL RESPONSE

At Inditex we believe that a top-quality shopping
experience is only possible if we can offer our customers
an immediate and effective response to all questions
and incidents that may arise. To do this, we have teams
trained in all product features and all store operations so
they can resolve any issue as quickly as possible.

Our brands have over 40 call centres receiving a total of
20.9 million queries in 2017 which our customers posted
through social media, emails, chats and phone calls. With
these, our teams achieved a level score of 95%*.

OVER 120 MILLION FOLLOWERS ON SOCIAL MEDIA

— 1,2[][]

The most frequent requests and questions focused on
our brands and products, doubts about our return policy,
inquiries about the status of an order and information
regarding our stores, such as opening hours.

Throughout the year we also exceeded 120 million followers
for our brand pages on social media.

The Group also offers the Affinity Card with which allow
make purchases in all of the Group’s stores. In 2017, over
100,000 individuals joined the programme, which now has
a total of 1,174,063 accounts.
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Total number of followers of our social media profiles and, in thousands, a breakdown of those networks with the most presence for each brand

RESPONSE TO OUR CUSTOMERS IN 2017

DATA FOR USERS WITH AN AFFINITY CARD

Contacts Level of service* Complaint forms** 2017 2016 2015
Tara 12,200,809 97% 2,873 Total accounts 1,174,063 1,099,007 1,032,259
Pull&Bear 1,958,872 6% 481 New accounts 109,246 92,243 82,616
Massimo Dutti 1,686,318 86% 295 Tickets 6,476,186 6,333,372 5,732,301
Bershka 1,865,322 90% 515 Newsletter 4,809,143 1,112,385 2,586,943
Stradivarius 1813874 96% 403 Website hits 1,281,521 796,433 694,937
Oysho 803,900 97% 334
Lara Home 557,122 92% 123
Utergiie 77,917 91% 50

(*) Percentage of calls, emails, chats and messages attended to over the total

(**) Complaint forms presented in Spain

103-2.103-3
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Inditex office employee, Shanghai (China)
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‘ OUR PEOPLE

RELATED SUSTAINABLE DEVELOPMENT GOALS

Goal 3: Ensure healthy lives and
promote well-being for all at all ages.

INDITEX’S
CONTRIBUTION

Inditex approaches occupational health and safety as an
essential part of its relationship with its employees. We train

all our employees and make them into participants regarding
health and safety in their workplace, and apply the provisions of
our Code of Conduct and Responsible Practices and our Health
and Safety Policy. Besides this, we seek to ensure continual
improvement in their health and well-being, as proven through
the OHSAS 18001 certification held by our work centres.

Goal 4: Ensure inclusive and
equitable quality education.

Training our employees is a key part of developing our business
model, based on continual innovation and teamwork. Besides
the initial training provided for each job, every area has specific
technical training programmes. Being able to learn new things
every day is one of the opportunities we offer each employee.

Goal 5: Achieve gender equality and
empower all women and girls.

Promoting gender equality is one of the pillars of Inditex’s
commitment to its employees. We do not tolerate discrimination
of any kind and we develop measures to foster gender equality,
including approving Equality Plans, providing training and
raising awareness. Furthermore, we have an Equality Monitoring
Committee, whose mission is to assess the implementation

and impact of all measures developed in this area.

Goal 8: Promote sustained, inclusive
and sustainable economic growth,
full and productive employment

and decent work for all.

Each of the more than 170,000 people who comprise Inditex
plays a key role in the company’s success. Consequently,
continually improving employment quality is a priority for us.
We have attractive remuneration policies, encourage training
and talent development, and run different programmes that
support, and are adapted to, the needs of our employees.
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Our people

171,839 people, with 97 nationalities and speaking 54 different languages work for Inditex.
75% of them are women. Equality, diversity, multiculturalism, sustainability, teamwork and
respect are the values that underpin their daily behaviour. To encourage this, the Group
establishes different policies and activities, at the same time as choosing to offer quality
employment. 73% of the global workforce has a permanent employment contract.

1. WHAT WE ARE LIKE

Diversity, multiculturalism, sustainability, teamwork and
respect are values of the Inditex DNA: our 171,839
employees at the close of the 2017 financial year represent
97 nationalities and speak 54 different languages.

The main stage for this wealth of talent is the store, Inditex’s
primary area of activity and the place where 87% of all
Group employees work.

The high proportion of female talent in the business is
another of the features that best defines our Group. With
75% women and 25% men, female leadership is a pillar of
our performance.

Another feature that defines our people is generational
diversity. In the last 10 years, the number of employees at
Inditex has doubled, which means that different generations
of employees now work together. As a result of our growth,
our average age of 28.7 in the Group as a whole creates
a natural bridge between younger generations and those
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with more experience, with 38% of employees aged over 30
and 62% under 30.

For all these people, Inditex is firmly dedicated to
guaranteeing stable and secure working environments,
where we actively promote equal opportunities, professional
growth and development (through internal promotion and
our tailored programmes) and work-life balance. Proof of
this can be found in: the new, globally applicable Diversity
and Inclusion Policy; the 2017 internal promotion rate, which
totals 18% of Group employees; and the reduced work day,
enjoyed by 20% of store employees in Spain.

Our urtherance of quality employment is also evident in
the fact that 73% of our global workforce has a permanent
employment contract. Also, based on type of working day, the
number of fulltime contracts compared to part-time contracts
has been balanced at 50%. These proportions are reflected
in the 144,722 FTE (ful-time equivalent) employments for
2017, representing 84% of our total workforce.
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Our people

OUR PEOPLE IN 2017

WORKFORCE DISTRIBUTION
BY GEOGRAPHIC AREA As a percentage (%)

SPADIN ASIA AND REST
28% OF WORLD
13%

REST OF EUROPE
47% AMERICAS

12%

AMERICAS
19,718

em ployees

employees
Argentina 860
Brazil 2,746
Canada 2,342
Chilg 963
Mexico 6,640
United States 5,803
Uruguay 364

In"total figures 2017
Spain 47,667
Rest of Europe (without Spain) 81,189
Americas 19,718
Asia and rest of world 23,265
WORKFORCE DISTRIBUTION BY
ACTIVITY As a percentage (%)
LOGISTICS
“
STORES
MANUFACTURING 1% ‘ 7%
HEADQUARTERS
%
In total figures 2017
STORES 149,543
LOGISTICS 8,565
HEADQUARTERS 12,852
MANUFACTURING 879
EMPLOYEE EVOLUTION OVER
THE LAST FIVE FINANCIAL YEARS
171,839
152,854 162,450
128,313 137,054 I I
2013 2014 2015 2016 2017
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Our people

We are committed to creating safe, healthy,
diverse and inclusive working environments.
We do not tolerate discrimination and we
believe that diversity strategically contributes

to our goals

2. EQUALITY,
DIVERSITY AND INCLUSION

The starting point and foundation for growth at Inditex is
the professional development of the people who work at
the Company. Our 171,839 people represent 97 different
nationalities, speak 54 languages and have different
profiles, cultures, origins and experiences.

For all these people, we commit to creating safe, healthy
working environments where equal opportunities and work-
life balance are a reality. These working environments
must also respect diversity and encourage the inclusion of
our employees, regardless of their race, ethnicity, gender
and gender identity, sexual orientation, age, religion and
nationality, among other aspects.

Consequently, in accordance with our Code of Conduct
and Responsible Practices, we do not tolerate any type of
discrimination and we work to provide equal opportunities
for all employees and candidates.

Promoting gender equality is another of the pillars of our
commitment to Inditex employees. Women represent 75% of
the Group’s global workforce. We are firmly committed to
developing measures to foster equality and to favour work-life
balance, maternity and breastfeeding. The Group Equality
Monitoring Committee is specifically tasked with assessing
implementation of these measures and their impact.

A total of 2,587 Inditex employees in Spain enjoyed
maternity or paternity leave in 2017. Of these, 99.3%
returned to their job after this period. In relation to these
percentages, mention should also be made that, over the
year, 16% of the Spanish workforce enjoyed a reduced work
day. In the specific case of store employees (the largest
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professional group at Inditex and the one where there is
the greatest bias towards women), 20% of people have a
reduced work day.

Another area of focus, which has been a constant in Spain
for more than a decade, is the implementation of Equality
Plans in the different brands and work centres. In 2017, as a
result of the implementation of new tools for dissemination
and information access, all employees in Spain have
received the content of these Equality Plans, which are
available through the different Group communication
channels and on INet, the Inditex intranet.

During the year, new steps have been taken through the
approval of the Equality Plan at the Cabanillas del Campo
logistic centre and the second Massimo Dutti Equality Plan,
in addition to negotiations beginning to update the Equality
Plans of Zara, Pull&Bear, Bershka, Stradivarius, Oysho and
the logistic centres in Ledn and Meco.

All Equality Plans signed include protocols to prevent
sexual harassment and sex-based harassment. In the
other countries where Inditex operates, different initiatives
and protocols are also being developed with regard to
this matter.

The task of raising awareness about equality is a reali
ty from the moment our people start their employment
relationship with Inditex, starting at onboarding training.
Furthermore, solidarity activities are organised on special
dates like International Day for the Elimination of Violence
against Women (25 November) and Equality Week for the
store teams.
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Our people

INDITEX DIVERSITY
AND INCLUSION POLICY

Aware that creating and fostering a diverse and inclusive
working environment makes an essential contribution

to achieving our corporate goals and improving business
performance, in December 2017, the Inditex Board of
Directors approved the first globally applicable Diversity

and Inclusion Policy, which establishes the framework that
promotes the values of diversity, multiculturalism, acceptance
and integration in all Group entities.

Backed and driven by our top management, the Diversity and
Inclusion Policy reinforces our commitment to creating working
environments where each employee has the responsibility to
treat all other workers, in addition to candidates, suppliers and
customers, with the utmost respect. We have a zero-tolerance
policy with regard to all types of discrimination, and promote
equal opportunities in all areas of the Group.

This Diversity and Inclusion Policy governs all our activities
related to Human Resources, such as engagement and
selection, remuneration and benefits, promotions, transfers and
professional development, among other aspects.

To effectively contribute to disseminating the Diversity and
Inclusion strategy through all business areas, Inditex is developing
procedures and creating suitable corporate-governance
structures. In this regard, we have a multidisciplinary team of
professionals focused on promoting diversity values who advises
all business areas in this regard.

The Diversity and Inclusion Policy is derived from the Group
Code of Conduct and Responsible Practices, which is based
on respect, acceptance and equality, among other values. It is
also in accordance with the Inditex Compliance Policy and its

Human Rights Policy.

Furthermore, Inditex has an Ethics Committee, to ensure
compliance with the Diversity and Inclusion Policy, and a
whistle-blowing channel, to receive and deal with comments,
questions and complaints made in good faith, with regard to
interpretation, application and fulfilment of this policy.

Open
FOor
Business

102-13,103-2, AF32

DIVERSITY AND INCLUSION
IN THE UNITED STATES

Zara store employees, Miami (United States)

Also in 2017, we organised various initiatives to foster diversity.
Consequently, for the second year running, Zara USA took

part in the Love & Pride campaign, designed to give visibility to
Inditex’s commitment to the LGBT+ community. We also have
the “Diversity and Inclusion Calendar”, created and shared by
the subsidiary’s entire workforce, which sets out celebrations and
days of a cultural, ethnic or religious nature, to foster inclusion,
mutual respect and understanding.

In April 2017, the Advisory Board for Diversity and Inclusion in
the United States came together for the second time to make
progress our strategic approach to diversity as an axis for business
development. Further, in May the first Zara USA Diversity
Committee was created, made up of corporate employees who are
particularly committed to inclusion. This Committee, which has
four ordinary meetings each year, aims to develop and implement
the different diversity projects that are organised for employees.

Every corporate employee of the subsidiary in the United States
received at least one training session on Diversity and Inclusion
in 2017. Furthermore, all store employees, numbering more
than 5,000, received the online course Principles of Customer
Service, which, for the first time, included elements related

to diversity and non-discrimination that are applicable to daily
activities in our stores, regarding employees and customers.

LGBT+ INCLUSION AT INDITEX

Inditex is a member of the Open for Business coalition
(www.open-for-business.org), which brings together leading
global companies that advocate the inclusion and rights of the
LGBT+ (lesbian, gay, bisexual and transsexual) community. From
this platform, we work alongside a further 24 companies to show
that more inclusive companies are better for business and that
companies that promote the inclusion of the LGBT+ community
are more dynamic, productive and innovative.
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Our people

3. ATTRACTION,
DEVELOPMENT AND
PROMOTION OF TALENT

The more than 170,000 people who belong to Inditex share
a love of responsible fashion, strong motivation, passion
for creativity and customer orientation, in addition to great
capacity for decission-making with autonomy.

To manage this enormous human capital, we foster a
culture where teamwork, humility, diversity, sustainability
and being open to new ideas are constants. Based on this,
the central axes for people are attraction, development
and professional growth, through strategies, actions and
tools that create a motivating environment for continual
professional growth.

Of these people, 75% are women and 25% are men. This
confirms our commitment as a company to grow and
alongside our people.

I 3.1. ATTRACTION OF TALENT

| INDITEX CAREERS

To attract talent and the best professionals, we have a
website called Inditex Careers (www.inditexcareers.com),
our employer brand, which channels all our employment
offers.

This tool, which enables us to strengthen our brand
as a global employer, is designed to be an open
communications platform that provides information about
Inditex for potential candidates. This way, the user has
access to specific contents about our different areas of
activity: personal stories to convey what we are like and
the day-to-day activities of our teams.

In 2017, Inditex Careers, which is available in 23
languages, received more than 6.3 million visits and
over 700,000 worldwide candidate registrations. Some
candidates sent us their data to apply for published
vacancies, while others sent their CVs, to participate in
future selection processes.

At the close of the year, it is worth highlighting the following
aspects:

- the Inditex Careers social network profiles have more
than 1 million followers;

- more than 39,000 applications have been received
through our social networks.
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| TALENT CENTRES: TALENT
ATTRACTION FOR STORES

More than a decade ago, we set up our Talent Centres,
designed as places to meet our potential candidates, in
11 cities that are key for Inditex because of our commercial
presence: Madrid, Barcelona, London, Milan, Paris,

Moscow, Istanbul, New York, Mexico City, Shanghai and
Beijing, which we opened in late 2017, to provide support
for more than 200 stores in northern China.

Employees at the Amsterdam Talent Station (Netherlands)

TALENT STATIONS:
POP-UPS TO ATTRACT TALENT
IN OTHER CITIES

Inditex teams also work to attract talent for stores in cities where
there are no dedicated Talent Centres. In 2017, we launched the
first Talent Station, in Amsterdam.

Over the past financial year, we had a significant number of
openings and re-openings of stores in Holland, belonging to
several of our brands. To increase awareness about our employer
brand in that market and explore new recruitment routes, we
opened a unit in Amsterdam Central Station, which we made
into an pop-up version of the Talent Centre. For two months, we
brought our local and corporate teams into contact with potential
candidates and told them what it is like to work at Inditex.

103-1.103-2



Our people

Creativity 1s one of the driving forces of
Inditex. More than 700 designers create our
fashion ranges, in coordination with our
commercial, purchasing and pattern teams, and
make sure that customer preferences are the

| ATTRACTING CREATIVE AND
PRODUCT PROFILES

The eight Inditex brands have a multidisciplinary team
focused on developing and creating collections that are
sold in the 96 markets in which we operate. There are
more than 700 designers in this team, which is completed
through the purchasing, commercial and pattern areas of
each brand, centralised in Spain.

Attracting talent for these teams is, therefore, key for the
Group and promotes two lines of action. On one hand,
the best junior talent is selected from leading design
schools worldwide. On the other, our employer branding
strategy seeks to demonstrate that Inditex is an attractive
company for the appropriate candidates.

Inditex is increasingly connecting with young designers.
We have a close relationship with more than 35 design
schools, including Kingston and CSM (London), Parsons
(New York) and the IED (Madrid and Barcelona), among
others. Different initiatives and projects are underway at
each institution, focussed on employing junior creators

103-2

basis of the design process

SUYT (SHOW US YOUR TALENT)
INITIATIVE

Show Us Your Talent is a pioneering, mobile project to search
for creative talent in design schools in Spain, ltaly, France
and the United Kingdom. It involves using an installation that
allows students to exhibit their talents in a unique space,
showcasing their creativity and imagination. Through the
SUYT cabin, we offer a different and surprising opportunity

to take part in company selection processes.

directly or through grants for final-year students. Often,
there are also special collaborations, like, for instance,
with Central Saint Martins (London). We are supporting
the top five students from each year in developing their
end-of-degree collection.

| ATTRACTING TECHNOLOGICAL

AND DIGITAL PROFILES

The digital transformation of our retail business model
has meant that attracting, selecting and onboarding
candidates with the technological and digital skills is a
priority. In 2017, we brought on more professionals with
STEM (science, technology, engineering and mathematics)
backgrounds.

In addition to collaborating with leading technology
schools, we participated in sector events and activities.
One of the most important initiatives was organising our
first Hackathon at South Summit in Madrid, in September
2017. Participants spent 24 hours programming and the
three winning teams were awarded with a cash prize.
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Zara store employees, Miami (United States)
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Our people

More than half of positions related to Zara
product and commercial areas were filled
by internal candidates in 2017

|3.2. PROFESSIONAL
DEVELOPMENT

At Inditex, we believe that the Group’s growth and evolution
should be closely linked to that of its employees. This is
why we champion internal promotions, particularly in our
stores. For instance, more than half of positions related to
Zara product and commercial areas were filled by internal
candidates in 2017. In logistics, we have also been rolling
out professional development programmes.

In 2017, the main initiatives for identifying and promoting
internal talent were driven by three programmes: InTalent,
Inditex Go! and Lead In.

| INTALENT

InTalent is a tool that manages the information in our store
employee’s CVs. This enables us to help them better define
their next professional steps at Inditex. In 2017, InTalent
was rolled out across 39 countries and more than 48,000
employees have registered their data in this tool.

| INDITEX GO!

Inditex Gol serves to identify, select and develop young
talent in our stores and from among recent university
graduates. Individuals selected through this programme
spend between three and six months training in store, to
later be placed in a role that best suits their profile. They
then undertake a professional development programme
which allows them to take on responsibilities from day one.
This programme is our vehicle to train future managers.

Inditex Gol! started in 2013 in response to the needs of
Zara’s commercial team. As a result of its success, and the
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equality of the candidates it involved, it was also rolled
across other brands in the Group including Massimo Dutti,
Oysho, Zara Home and Pull&Bear, as well as the logistics
department.

The key skills identified as part of this programme have also
evolved alongside business needs. Having initially focussed
on developing commercial profiles, the programme now
develops other skills with focus on purchasing, distribution,
logistics and management control.

Nearly 200 people have taken part in Inditex Gol since the
programme first started. Most are still with the company and
have been promoted internally to take on new responsibilities.

| LEAD IN

2017 saw the launch of Lead In, a project structured into
two parts, which involved 462 Zara store managers from
across Europe. In the first part, via an interactive video,
participants took part in a decision making exercise,
faced with different contexts and working with someone
from the commercial area. Based on the responses
each manager gave, the system produced their Lead In
Personal Profile.

The second part involves an individual development
plan, adapted to each participant’s circumstances. |t
includes onsite training and a development plan led
by the Human Resources manager for the participant’s
respective region, and relates to areas including
organisation, people management and commercial
management, in accordance with the needs identified
by each manager.
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Our people

I3.3.TRAINING

Inditex culture is eminently practical. That is why team

training normally takes place on the job. This ensures that
training is closer to the reality of work processes, whether

in the store, logistics or headquarters.

This on-the-job training fulfils three premises: it ensures
the basic skills to correctly perform the job; it means that
the Group’s operating priorities are always considered;
and it contributes to the development of employees
who will occupy key positions for business in the

immediate future.

To optimise this model, Inditex identifies and maintains
a network of internal trainers to clarify the Group culture
and operations, and ensure the success of new recruits.
At the same time, the training and development teams at
the subsidiaries adapt corporate and brand projects to the
needs of each market.

In the 2017 financial year, Inditex delivered more than
2.1 million hours of training, of which, more than 120,000
corresponded to training programmes about skills, languages
and IT. The number of attendees at the different training
sessions exceeded 93,000 across 40 countries, and the
training average has been 12,6 hours per employee.

TRAINING FOR OUR EMPLOYEES, IN 2017

STORE TEAMS MANUFACTURING LOGISTICS
HEADQUARTERS
MANAGERS STORE WORKERS
On‘b?ardmg Onbc?ardlng Potentials plan Mentorship programme Onbo.ardlng Onboarding plan
training training training
Classroom-based Initial st . d cust | .
R nitial store opening and customer welcoming Orfeerdli it
.. trainig taught in our Talent Centres
training
. Product: e.g. Visual merchandisin
Tech‘mt.:all. . J AccuMark CAD Forklift and aviation
specialisation Processes: e.g. RFID Customer care . .
. . Fabrics safety training
training People: e.g. labour legislation
Skills Communication, organisation, personal efficiency, Communication
development centres, etc. Teamwork
Languages Fcr::r:r:\sae;jl:l?:glslltL Mobile app: busuu Mobile app: busuu English English
Office suite, specific
IT programmes: Office suite
e.g. Pattern design

Health and Safety Health and Safety Health and Safety Health and Safety
Sustainability Sustainability Environment

TRAINING HOURS BY GEOGRAPHIC
AREA IN 2017 As a percentage (%)*

AMERICAS
9%

.. ASIA AND REST
Total training

REST OF EUROPE B OB
0,
So% hours: e
2,117,560 SPAIN
hours 10%

TRAINING PARTICIPANTS BY GEOGRAPHIC
AREA IN 2017 As a percentage (%)**

ASIA AND REST

OF WORLD
10%

Total
participants:

93,334

REST OF EUROPE
49%

AMERICAS
7%

SPAIN
34%

(*) Data on onsite training hours for 43 countries, which represent 97.4% of Inditex employees. 55% of total training corresponds to in-store onboarding training. Different criteria,
established for each country and brand, and for different jobs, are applied to generate estimates for this training.

(**) Participant data for 40 countries, which represent 96.7%. Employees in Spain and Germany are considered to have been trained.
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MAIN TRAINING PROGRAMMES IN 2017

INITIATIVES DESCRIPTION SCOPE GOALS
On Academy Online training - Launched in 2017 for store employees The platform includes different learning units on
platform (eLearning). from all brands. products and fashion in general. Employees can follow

the sessions voluntarily and at their own pace, from any

- Operating in seven countries (Spain, > ‘
mobile device.

Germany, USA, France, Ireland, ltaly and
the United Kingdom).

- Reaching more than 66,000 employees.

eFashion Online training - Launched in 2012 for store teams. The course is structured into three learning units:
(220 hours) on - In 2017, the fourth edition took place in product, business and image and communication. It aims
Fashion Business Spain, with 115 participants, and the third to improve the professional skills and competencies of
Management, designed edition in ltaly, with 31 participants. participants.
in collaboration with the - Since its creation, a total of 848 store
IED (Istituto Europeo employees have been trained in Spain, Italy
di Design, Madrid). and France.

busuu Mobile application for - Launched in 2017 for employees in 19 The app allows users to learn up to 12 languages (English,
language learning. countries. Spanish, French, German, ltalian, Portuguese, Polish,

- More than 50,000 people registered with Turkish, Russian, Arabic, Chinese and Japanese) from
basic to upper-intermediate levels (levels Al to B2 of
the Common European Framework of Reference for
Languages).

the last convocation.

- More than 3,000 people have - attained
an official certificate testifying their

learnings. It offers the option to obtain official certificates in

languages (at the moment, available in six languages) and

- 13,000 employees completed the in-store for English for in-store customer care.

English course.

Versus Gamification initiative - Game between employees from different Participants compete in individual and team-based
to provide training on countries and brands, developed in 2017. rankings (one for each store) to test their knowledge on
the world of fashion and product and fashion.

Y - Available for store employees at Pull&Bear,
textile products.

Bershka and Stradivarius, in Spain, Ireland,

Portugal and the United Kingdom.
- More than 3,200 people from 70% of

stores belonging to the brands and markets
involved have participated at the same time.

Advanced Advanced training - Introduced in 2017, the first edition The programme, which involves 180 reading hours and

Management Programme designed in enjoyed the participation of 60 Inditex which lasts 13 months, combines videoconferences and

Programme collaboration with the employees with diverse profiles. on site sessions, to complete the management and retail
Instituto de Empresa. training of future management.

The program focuses on strategy, management and
leadership skills. It also addresses new trends in the sector
by presenting innovation-project tasks, experts’ talks, and
a personal development plan.
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INDITEX EMPLOYMENT,

IN FIGURES

Continuous improvement in employment quality is a priority target for Inditex.

Our Group operates in 96 markets, all with different realities. This demands local and
global responses for our people. Reinforcing projects that have already commenced and
launching new ones has been our focus over the year. This is aimed at obtaining stable,

homogeneous and high quality working environments, in every market where we operate.

A key performance indicator for employment quality is the number of full-time-equivalent

(FTE) employments. This refers to the number of employees there would be in the workforce

if all our employees work full-time. At Inditex, this figure represents 84.2% of our employees,

which reflects the Group’s desire to provide a stable and high quality employment.

WORKFORCE DISTRIBUTION BY AREA OF ACTIVITY

N = 09

I

WORKFORCE
DISTRIBUTION
BY LENGTH

OF SERVICE 17% e

—> =ﬂ

STORES LOGISTICS MANUFACTURING HEADQUARTERS

25% 30%

WORKFORCE Q Q
2 ém @
BY GENDER 58% gl
32,148 5,003 167 5,166
TOTAL EMPLOYEES
IN 2017 149,543 8,565 879 12,852
O
171,839 N
TOTAL EMPLOYEES IN 2017 42,484
TOTAL MEN
WORKFORCE
DISTRIBUTION - -
BY TIME AT THE — —
COMPANY
Workers who have spent under @ Workers who have spent between 5 @ Workers who have spent over Women @ Men
5 years at the company and 10 years at the company 10 years at the company
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WORKFORCE DISTRIBUTION
BY GENDER

O
A

WORKFORCE DISTRIBUTION BY
CONTRACT TYPE AND GENDER (%)

74% 26% P 70% 30%

73% 27%

@ Permanent @ Temporary

WORKFORCE DISTRIBUTION BY
TYPE OF WORKING DAY AND GENDER ()

48% 52% P 60% 40%

50% 50%

@ Full time @ Part time

WORKFORCE DISTRIBUTION BY
GENDER IN OUR RETAIL FORMATS

Zara
Pull&Bear

Massimo Dutti

Bershka
Stradivarius
Oysho

Zara Home

Uterqie

Women @ Men

(*) This data represents 82% of the Group employees
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Our office employees, Moscow (Russia)

THE INDITEX EMPLOYER BRAND
IN 2017

According to the researches carried out by Merco Talento and
Universum, we maintain and improve our position in the market
as employers, year after year.

For the seventh year in a row , Merco Talento recognised us as

the best company to work for in Spain. The results are obtained
following a survey to 19,240 workers, more than 9,000 University
students, 777 alumni from various Business schools, 1,200
citizens, 130 human resources managers and 42 experts and
head-hunters, who evaluate companies based on three key values:
employment quality, employer brand and internal reputation.

Universum, which surveys University students and selects the
100 best companies to work for in various industries , placed
us third in the Business and Commerce category, for the third
consecutive year. For the first time, we were placed in third
position in the Legal category, sixth in the Humanities and
Liberal Arts category, and tenth in the Natural Sciences and
Health category.
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I

Inditex office employee, New York (United States)

4. EMPLOYMENT QUALITY

I 4.1. REMUNERATION POLICY

Inditex’s remuneration policy combines common criteria for
all areas of activity and specific ones for each of the markets
and employment environments in which we operate. In
2017, personnel costs at Inditex exceeded 3.9 billion euros,
between fixed and variable and Social Security payments,
the latter exceeding 686 million Euros.

This includes, within the financial year, a total of 520 million
Euros for bonuses and variable remuneration, which is the
ultimate recognition of the efforts that the Group has made
to achieve these results. This variable amount is distributed
each month (when linked to commissions for store sales), or
as supplements and incentives (in the case of other activity
areas), but it is always related to achieving specific goals.

In addition to variable remuneration, in 2017 Inditex
distributed a total of 42 million euros, as part of its second
Extraordinary Profit-sharing Plan. The plan distributed 21
million Euros, 10% of the increase in net profits which the
Group increased by a further 21 million Euros.

This is the second profit-distribution plan, which the company
operates every two years, meaning that payments are made
in 2018 and 2019. The total sum of 42 million Euros was
distributed between the 88,000 employees who, on 31 March,
had been working for the Group for, at least, two years.

With full-time-equivalent (FTE) employment as a base -84%
of our total workforce, equivalent to 144,722 employments-
in 2017 the average gross salary per FTE employee was
22,627 Euros, while the average personnel cost per FTE
employee was 27,371 Euros over the fiscal year.
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PERSONNEL COSTS IN 2017

(in thousands of euros) 2017 2016 2015

Wages 3,274,697 3,013,137 2,772,774

Inditex Social Security
Contributions 686,540 629,593 562,472

AVERAGE SALARY PER FTE EMPLOYEE
22,627euros/year

Beyond these measures, under the labour legislation
framework, Inditex has formulas adapted to the interests
of its employees for each of its subsidiaries. For example,
flexible remuneration, for which employees can choose
products and services, like medical insurance, the restaurant
card or the nursery cheque, which lead to tax savings. In
2017, flexible remuneration was available to practically all
Group employees in Spain.

Regarding profits, Inditex adopts a service called
MdsxMenos, off-price web for employees, currently
available in Spain, Portugal, ltaly and Mexico. Since
2017, employees also have access to discounts for other
countries, which broadens the range of offers and discounts
available consiberably.
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Our people

Inditex distributed a total of 42 million euros
between more than 88,000 employees as part
of the Extraordinay Profit-Sharing Plan

INET, THE INTRANET
FOR GROUP EMPLOYEES

95% of employees can currently access INet, the company
intranet, available in website and app formats. With more than
one million page visits per week, INet forms part of the Group
strategy to digitalize its services, to offer a faster response and
easier access, besides providing alternatives to paper that are
environmentally responsible.

INet is a live platform that incorporates new services each

year, like the employee identification QR code to access store
discounts, e-learning content, information about Group policies
and commitments, internal promotion tools and requests for
employment-related procedures.

What is more, in 2017, the internal magazine IN was also
redesigned and digitalized. It is now exclusively accessible from
INet. Operational for more than 17 years and produced by
Inditex employees, IN is the main channel for promoting the
diversity and abilities of our teams, publicising Group projects,
and commending the contributions to the company made by
the more than 170,000 employees and potential readers of
this publication.

In the context of extensive geographic dispersion and very
different work profiles, INet plays a key role in channelling
the learning and development programmes that the Group has
made available to its teams and bringing strategic information
to readers in stores, offices, logistics and factories across the
five continents.

2017 figures for INet

- INet is available in 22 languages and reaches 95% of the
workforce.

- Readership data (*)
Page views: 42.4 million
Monthly average page views: 4.1 million (more than one million
per week)
New sessions: 11.2 million
Monthly average for new sessions: 1.1 million

- Mobile application: More than 115,000 users in 37 countries.

(*) Source: Google Analytics

103-2. AF24, AF26

I 4.2. LABOUR RELATIONS

Inditex is firmly committed to respecting the labour rights of its
employees throughout the world and, in particular, the right
of participation, which is viewed as an essential component
of sustainable development in its business model.

An important part of this commitment is the Global
Agreement executed in 2009 with global union federation
UNI Global Union, which encompasses commerce and
logistics unions, and represents more than 20 million
workers worldwide.

The Global Agreement between UNI Global Union
and Inditex establishes provisions to regulate issues in
accordance with the principles of the International Labour
Organisation (ILO). One important aspect is the guarantee
of freedom of association and the right to collective
bargaining. The rights to join any trade union and to not
be subject to discrimination as a result of this association,
in addition to equal opportunities and treatment and non-
discrimination regarding payment for work of equal value
are also acknowledged.

Further to promoting and defending fundamental rights,
the Global Agreement establishes Inditex’s undertaking to
respect legislation and collective agreements in matters like
the working day, ensuring a safe, healthy and sustainable
working environment, best practices in occupational health
and safety, and appropriate training.

Furthermore, the Inditex Code of Conduct and Responsible
Practices, applicable to all Group employees, expressly
acknowledges the right of employees to “associate or
organise themselves or to bargain collectively”, and adopts
“as part of its internal regulations, the contents of any nationall
and international agreements and conventions to which it
has adhered, and undertakes to promote and enforce”.

Effective application of these rules is demonstrated through
the open, constructive dialogue that Inditex maintains on
an ongoing basis with unions, and which translates into
a significant number of queries and negotiations over
the year.
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l 4.3. OCCUPATIONAL
HEALTH AND SAFETY

The commitment to seek the most demanding standards
in Occupational Health and Safety has led Inditex, year
after year, to opt to implement OHSAS 18001 certification
in all Group companies. This demanding, internationally
recognised standard defines the requirements to set up,
implement and operate an effective Occupational Health
and Safety system.

During the 2017 financial year, the OHSAS 18001
certificate was extended to the companies in Turkey,
Mexico and Greece. Since its implementation began
in 2011, in different Group areas, all retail companies,
logistics and factories in Spain, Ireland, Italy, Portugal and
the United Kingdom have obtained this standard. Japan
and Croatia will soon be certified, before progressing to
adapt to the requirements of the new ISO 45001 standard,
starting in 2019.

INDITEX HEALTH AND
SAFETY POLICY

In 2017, we approved the new Inditex Health and Safety Policy,
disseminated among the Group’s logistic centres, factories,
brands and headquarters.

The document, developed in accordance with the OHSAS
18001 standard, acknowledges our commitment to promoting
occupational health and safety, which it describes as a common
goal “that affects all levels of the Company”. In this regard, it
discards performing any work: “that gives preference to any
consideration other than maintaining the health and safety
conditions of its employees and suppliers,” and underlines that
“productivity is the result of safety”.

It further states: “training, raising awareness and involving
employees in health and safety management are the keys to
achieving the objectives defined in the prevention plan”.

| 4.4. FOSTERING
HEALTHY HABITS

Inditex promotes a range of actions recognised through
the Healthy Company certificate, a distinction renewed
in Spain in 2017, and that it soon hopes to obtain in
Ireland and the United Kingdom.

During the financial year, we also organised training
sessions on Road Safety, aimed at improving safety
and raising awareness about the risks involved in the
daily journey to work centres of thousands of Inditex
employees. To this end, training sessions took place at
Massimo Dutti, Bershka, Oysho and Inditex Logistics,
with ex-racing-car driver David Bosch, with a total of 724
participants.

Besides this, work has started on updating the design and
contents of INhealth, the website dedicated to promoting
health and healthy habits for Group employees, which
is already available at 16 subsidiaries following the
inclusion, in 2017, of Belgium, Greece, Portugal and
Russia, and which has 40,000 active users and more
than 170,000 visits.

Regarding health, other activities that took place and
that are worthy of special mention include: flu vaccination
campaigns through the medical services; the Inditex For
the Heart campaign, in collaboration with Fundacion Pro
CNIC, to assess the risk of a heart attack by performing
different tests; and specific activities for preventing and
curing musculoskeletal disorders, at all logistic centres.
Finally, an initiative was started for workers aged over 55
at Zara Logistics, which aims to reduce the physical load
on these workers and create a comprehensive active-
ageing plan, overseen by the medical services and with
specific tests.

INCIDENT INDEX AND FREQUENCY OF OCCUPATIONAL ACCIDENTS

IN SPAIN, BY ACTIVITY TYPE AND GENDER, IN 2017

Incident index '

Frequency index ?

Men Women Men Women
Store (*) 19.83 2213 11.01 12.29
Logistics (**) 140.29 127.63 77.94 70.90
Manufacturing (***) 87.12 46.49 48.40 25.83
Headquarters (****) 3.00 6.40 1.67 355

Incident index with leave = (No. accidents with leave * 1,000) / Worker average

1
2 Frequency index = (No. accidents with leave * 1 million) / (Hours worked during selected period * Worker average)

(*) Data regarding 87% of workers at own stores.
(**) Data regarding 72% of logisticcentre workers.
(***) Data regarding workers in our own factories.
(****)Data regarding 97% of workers at headquarters.
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10th anniversary of the Salta Project

5. COMMUNITY INVOLVEMENT

Inditex’s commitment to the community is also reflected in
two ways through its human resources policy. On one hand,
it provides employment support for groups with special
needs or that are in a vulnerable situation, and on the
other, it launches social projects driven by employees.

These two fronts, which combine the experience of the
business with the individual contribution of hundreds
of volunteers from their job, materialise through sound
projects and initiatives, which have shown to be very useful
for society and participants alike. The 10th anniversary of
the Salta Project, the two new stores within the integration
program for&from, and the Teaming and The Big Idea
Project initiatives are most worthy of special mention in this
regard, in 2017.

I 5.1. SALTA PROJECT

Our Salta Project, which aims to improve the employability
of young people in vulnerable situations, has reached its
10th birthday and is now operating in 11 countries: Spain,

103-2

France, ltaly, Greece, Germany, the United Kingdom,
Poland, Portugal, Mexico, Brazil and the United States.

To celebrate this anniversary, Pablo Isla, chaiman of
Inditex, me all the members of the latest cohort and
representatives from the last 20 cohorts, in Paris. During
the event, Isla told representatives: “Everyone who belongs
to the Inditex Group is feeling particularly proud of your
example.” He also reminded them of the opportunities to
“grow internally” at Inditex.

As a result of this project, 239 people were hired at Inditex,
with 52% of the candidates selected still working for the
Group. Furthermore, 557 employees participated in the
project in 2017, as trainers, tutors and mentors, to ensure
proper inclusion and adaptation to the job and Company.

Further to this, the Salta Project enjoyed the collaboration
of celebrities, like former manager of the French football
team Raymond Domenech, ex-cyclist Bernard Hinault,
mountaineer Edurne Pasaban, painter Lita Cabellut and
dancer Nadia Adame, who shared their stories to give
different examples of overcoming obstacles.
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In 2017, Inditex launched two new for&from
stores, in collaboration with Fundacion Prodis
and non-profit cooperative Moltacte

| 5.2. ForaFROM

for&from is an Inditex socialinnovation programme to
integrate people with disabilities. The project takes form
by creating a network of stores under the image of Inditex
brands. These stores are managed by social enterprises
and staffed by people with disabilities.

The model is based on supplying clothes and accessories
from the preceding season, which are sold at competitive
prices by the social enterprises. Following an initial donation
by Inditex, to build the store, the model becomes self-
sustainable for the social enterprises, through product sales.
All profits generated by for&from stores are reinvested in
the community organisations that manage the stores, with
the aim of providing resources for social projects related to
helping disabled people.

In 2017, Inditex launched two new for&from stores in
collaboration with  Fundacién Prodis and non-profit
cooperative Moltacte: Tempe for&from Sambil Outlet,
Leganés, Madrid; and Oysho for&from, Llagostera, Girona.

The programme has 13 stores, which generate 151 jobs.
In 2017, turnover from the programme reached 9.6 million
euros and generated a profit of more than one million
euros, which was entirely reinvested by the community
entities that manage the for&from stores: Fundacion Moli
d’en Puigvert; the Confederacion Galega de Persoas con
Discapacidade (COGAMI); non-profit cooperative Moltacte;
the Asociacion Pro-discapacitados Psiquicos de Alicante
(APSA); and Fundacién Prodis.

FOR&FROM IN 2017

2017 2016 Difference
Sales (in euros) 9,573,761 7,091,581 35%
Net profits (in euros) 1,090,568 732,280 49%
Number of jobs 151 126 20%
Number of stores 13 11 18%
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| 5.3. TEAMING

Through Teaming, an initiative that was started in 2017,
Group employees from nine countries (Spain, Portugal,
France, Italy, Germany, Poland, the United Kingdom,
Ireland and Mexico) could donate a set amount of their
wages each month to a social project. Each employee
chooses which of the three chosen projects they wish to
donate to, and Inditex, for its part, doubles the amount
each employee contributes.

More than 30,000 people have joined this project in its first
year, through which more than one million euros have been
raised. 62% of donations went to projects to fight against
child malnutrition run by Médecins Sans Frontieres (MSF).
This led to 2,703 children being immunised against measles,
a further 2,006 children being treated for severe malnutrition,
and assistance for 601 women in giving birth and for their
newborn children, in Guinea-Bissau. 29% of the funds raised
went to the Oxfam project to build wells and drinking-water
pipes in Bangui, capital of the Central African Republic, a
country that has been ravaged by war for decades. Finally,
9% of contributions went to the Red Cross project to fight
against malaria in the Democratic Republic of the Congo,
as a result of which training has been given to 91 people on
how to prevent this disease and 12 volunteers, in addition to
contracting four nurses to train and energize the healthcare
staff at the country’s health centres.

I 5.4. THE BIG IDEA PROJECT

The Big Idea Project is a call for social projects that invites
our employees to propose social and environmental
initiatives run by non-profit organisations, to get financial
support and employees participation to put them into
practice. Since it began, in 2012, 43 projects of this type
have been launched, with more than 4,100 hours dedicated
by employees during work time, and an investment of more
than one million euros.
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For&from store employees, Leganés (Madrid)
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Inditex office employee, Shanghai (China)
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INNOVATION IN
SUPPLY CHAIN
MANAGEMENT

INDITEX’S

RELATED SUSTAINABLE DEVELOPMENT GOALS CONTRIBUTION

Goal 12: Ensure sustainable consumption All Inditex's sustainability standards and requirements,

and production patterns. including social, environmental, and product health and safety
standards, apply to all suppliers and manufacturers. That is
why innovative and integrated supply chain management is
essential for guaranteeing their application and, therefore,
contributing to the sustainability of the production model.

Therefore, the traceability of the supply chain and Inditex's
commitment to transparency with its stakeholders, such as trade
unions, international organisations and customers, is key to ensuring
a responsible model of both production and consumption.
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Innovation in supply chain management

The integration of sustainability at all stages of the value chain is reinforced
by our commitment to innovation and responsible supply chain management
that prioritises traceability and transparency as a starting point for developing
all our social, environmental, and product health and safety policies.

1. INNOVATION IN
THE SUPPLY CHAIN

Inditex has a permanent commitment to innovation in all
areas. This forms the basis for all the Group's processes
and is present at all stages of the value chain. This
commitment has facilitated the integration of sustainability
into all areas of the company, and its extension and
integration in all phases of the product life cycle, including
all stages of the supply chain.

In this respect, our integrated supply chain management is
implemented through our production traceability processes
at all levels and for all processes, our commitment to
transparency and dialogue with the various stakeholders,
and constant technological innovation through the
different company tools.

Identifying and getting to know all the participants involved
in the production of a garment released by Inditex is the
first step towards the effective development of policies
and activities related to the sustainable management
of the supply chain from a social, environmental, and
product health and safety perspective.

At Inditex, this commitment to traceability is expressed
through three key concepts: information management
using a common IT tool; monitoring through our audits, and
continuous improvement and sustainability through training.

- Management of information: We have a common
IT tool, internally designed ad hoc by our teams, that
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allows us to share information on the supply chain in real
time. The suppliers must declare each and every one
of their factories used for our production in this system.
Information regarding sustainability is also shared, which
guarantees that only factories approved by Inditex can
be assigned orders.

- Monitoring: The various types of audits enable us to
continuously monitor our supply chain, and to optimise it.
It is worth highlighting the specific traceability audits that
we perform. These are aimed at verifying and monitoring
the supply chain to ensure that all production units have
been declared and approved.

< Further information can be found on page 108 onwards.

- Continuous improvement and sustainability: Our
Sustainability Department works directly and continually
with purchasing teams and with suppliers who receive
training on best practices, in order to align purchasing with
sustainability criteria and to raise the suppliers” awareness
so that they become accountable for their supply chain.

The transparency of this model is ensured through
continuous  dialogue  with  various  independent
organisations and institutions that work for the defense
of workers’ rights and the environment, with whom we
share all information relating to our supply chain.
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2. SUSTAINABLE MANAGEMENT
OF THE SUPPLY CHAIN

O INTERNAL TEAM
DESIGN/PURCHASING

é 1,824 suppliers® with purchase in 2017
O

7 21 0 factories™ declared by suppliers in 2017
) y supp
E:

ASSESSMENT OPTIMIZATION  SUSTAINABILITY
1,026 RTM Audits
FABRIC N
326

B

O
Q
(@)

J

©

CUTTING Corrective Action Plans Cellietbereion wili
Social audits stakeholders, such as:
A common tool: Qo Training and capacity
4,360 Online manufacturer fn building for suppliers Negs
SEWING management system Pre- Picking and manufacturers T ea——
assessment Programme
audits '
Trade unions
650 Oo\ N
DYEING AND lieeeelsiily seis m ) ) Avvgreness-rmsmg f.or International platforms
[o)e) Special audits design and purchasing
WASHING S ZAN o RTM and teams _—
(HO\ GTW audits e W Universities
m Y O %0
205 WA mH
PRINTING
FINISHING

Raw materials: Public-private partnership with the ILO for the promotion of fundamental labour principles
and labour rights in the cotton supply chain

. . Continual
Compliance Programme for social,

environmental, and health and safety standards

improvement of e
. clusters
the supply chain

((ID\OW Social Qyﬂ Environmental @ Product health and safety

(*) Suppliers with purchase in 2017 of fashion items, mainly clothing, footwear and accessories with production for Inditex of more than 20,000 units/year.

(**) Textile, footwear and accessories factories declared by suppliers in the manufacturer management system for orders in 2017. For those factories involved in more than one
process, figures refer to the main process performed.
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Our priorities - Innovation in supply chain management

7/

Facilities at one of our suppliers in Portugal

INNOVATION IN SUPPLY CHAIN MANAGEMENT

CONTINUOUS

MANAGEMENT OF INFORMATION MONITORING IMPROVEMENT
AND SUSTAINABILITY

PURCHASING TEAMS AUDITS PURCHASING TEAMS
- Purchasing management - PRE-ASSESSMENT
- Decisions subject to sustainability criteria - SOCIAL
- SPECIAL A\
- RTM (Ready to Manufacture)
e - GTW (Green to Wear)
- Transparency responsibility TRAINING

- Manufacturer and process management ; ; ;
4 More information on these audits

can be found on page 108 onwards

on this Annual Report. N4
SUSTAINABILITY TEAMS
- Implementation of policies and standards
- Analysis, evaluation and monitoring TRACEABILITY AUDITS SUPPLIERS

TRACEABILITY OF ALL PROCESSES TO
THE FINISHED PRODUCT

VISIBILITY OF ALL PRODUCTION LEVELS
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l 3. TRACEABILITY OF
THE SUPPLY CHAIN

Our aim is to gain a more comprehensive and in-depth
understanding of how our supply chain works. We can
make progress in this area due to the close relationship
we have with all the levels in the chain and the work of
the professionals in our Sustainability teams, working with
those from the purchasing departments.

# MONITORING

Throughout 2017, we continued to improve our production
traceability system and advocated new practices for the
development of an effective global methodology. As a
result, thanks to the tools we have at our disposal, we are
able to identify suppliers and manufacturers involved in
the production of our garments.

0 VERIFICATION

Based on the analysis of the information entered into
Inditex’s manufacturer management system by suppliers,
traceability audits enable us to evaluate capacities,
processes and time frames, and therefore ensure that
all production units are declared and approved and
that there are no undeclared second or third production
levels. In other words, this method aims that all workers
involved in Inditex’s production are covered by the
programmes set out in the Code of Conduct, designed
to protect their rights. In 2017, we carried out a total of
2,621 traceability audits in which internal and external
Inditex teams worked on-site to verify that our garments

were being produced in the factories named by our
suppliers and authorised by Inditex.

REMEDIATION

If any type of non-compliance is detected, our sustainability
teams work closely with the purchasing teams to, firstly,
rectify the situation and, secondly, work with suppliers
to improve their management systems so that the non-
compliance does not happen again.

In 2017, 263 non-compliances were detected, the majority
related to a lack of information. In this regard, it is vital that
our suppliers internalise the need for traceability of their
own supply chain, not simply as an Inditex requirement
but rather as a tool for internal control and improvement.
Among other measures, we ask suppliers - with the support
of the purchasing department - for a Production Control Plan
to resolve any weak points in the supply chain that are of
mutual interest to the supplier and Inditex. A supplier is only
blocked in the event of repeated non-compliances. Since we
started to apply Production Control Plans in June 2017, a
total of 81 plans have been requested and nine suppliers
have been blocked for this reason.

We have also intensified supplier traceability training. The
aim is to familiarise suppliers with Inditex's traceability
and transparency requirements, to train them in the order
management IT tool, and to advise them so that they can
improve their internal control systems in order to avoid any
possible non-compliances.

PRODUCTION CONTROL PLAN

REQUEST

REVIEW

VERIFY

- Explanation of the main aspects

to be covered by the plan suitability

- Establishment of a deadline for
submission of the plan

- Review of the plan’s

- Response to the supplier
with recommendations for

improvement

- Organize traceability audits to
ensure the implementation of all
the actions described in the plan

103-2
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TRACEABILITY OF THE SUPPLY CHAIN

management systems.

2. VERIFICATION
On-site verification
of production and

3. REMEDIATION

Implementation of remediation plans and
approach to the reality of the supply chain.

All suppliers must declare each and every one of the
factories involved in the production of our products.

_Q

For this purpose, we provide them with a system that gives them access to all their
orders and in which they have to register the factories used for the production.

oYe)®,

fabh

TRACEABILITY AUDITS SUSTAINABILITY TEAM
Verifications are performed on-site based Analyses the information and helps
on the information provided. suppliers improve their quality.

TRIPLE OBJECTIVE

—

~
VNN

Continuous improvement Verification that production Correction of any potential
of the suppliers’ production is taking place in factories non-compliances.
management systems. approved by Inditex.

Cooperation and continuous work with suppliers in collaboration with the purchasing department.
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Cotton crop

RAW MATERIAL TRACEABILITY

Raw materials have a very significant specific weight in the Through this collaboration, Inditex has improved its knowledge
traceability programmes we have developed. In this respect, it of the supervision and control processes of the raw materials

is worth emphasising the initiatives regarding cotton, one of the we need to produce our garments, from both the perspective
world's main textile fibres. traceability and improvement of working conditions.

In recent years we have implemented initiatives to promote In addition, we cooperate with other initiatives to promote cotton
cotton traceability, to gain visibility and more knowledge about sustainability, for example the Better Cotton Initiative, Textile
the production processes, from cultivation all the way to the Exchange and Organic Cotton Accelerator.

manufacture of fabrics. _ :
4 More information can be found on pages 83 and 134 of this

In 2017 we signed a public-private agreement with the Annual Report.
International Labour Organisation (ILO) to strengthen labour

rights and principles in cotton production and to contribute to

the sustainability of the supply chain down to the last link.
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|4. TECHNOLOGICAL
INNOVATION IN THE
SUPPLY CHAIN

Technological innovation is a fundamental pillar at Inditex.
For this reason, we have developed cross-departmental
projects with the most advanced tools, aimed at making all

our processes and activities as efficient as possible.

76

4%

Ol

PURCHASING

Inclusion of more information on
sustainability in the supplier management
system to facilitate the decision-making
process for the purchasing team.

MANAGEMENT

Renewal of the supplier registration process
for better integration of information related
to sustainability and communication of social,
environmental, and product health and safety
policies and standards.

TRANSPARENCY

Real-time information on air and water
emissions from Inditex suppliers in
China, through the publication in an
application available to any citizen, on
the geographical location of the factory,
its relationship with Inditex and its
environmental compliance in real time.

Inditex employee at our offices in New York (USA).

In 2018, we will continue to devote resources to improving
our systems in order to consolidate the technological
integration of all aspects of sustainability with the other
Inditex areas.

MONITORING

¥

New integration of audits (on product health

and safety) into the system. Improvement of

the existing audits in the system, developing new
versions that facilitate the information processing.

O
@)
)

:

WORKER TECH

New projects that bring technology closer
to supply chain workers in areas such as
due diligence, payment methods and claims
management.

OPTIMISATION

Development of Minilab, a portable, hand-
luggage sized laboratory that enables us to
establish compliance with our Clear to Wear
standard quickly and precisely and to collaborate
with chemical and mathematical researchers
from the University of Santiago de Compostela
to develop tools to predict compliance based

on the production technology used.

> %
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| 5. suppLY CHAIN
TRANSPARENCY

At Inditex we share all the information about our supply

chain with our stakeholders.

STAKEHOLDERS

3
-n,-.gén

IndustriALL Global Union

i

International Labour

Organization (ILO)

GQREENPEACE
g;) IPE
Greenpeace and the Chinese

Institute of Public &
Environmental Affairs

o0Oo0
AN

Customers

f=y

Investors, stock market indices,

NGOS...

_|_

Other companies in the

sector
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ACTION

We regularly share the complete list of our supply chain at all
levels and processes with IndustriALL, including purchasing
volumes and sustainability compliance levels. Inditex is the
only company in its sector that provides this information to a
union and facilitates union access to all suppliers.

+

Inditex regularly provides the ILO with information on its
supply chain in countries where the Better Work Programme
operates, such as Vietnam, Cambodia and Indonesia.

+

We publish the list of direct and indirect wet process
factories - dyeing, tanning, washing and printing - declared
by our suppliers and we have signed up to the IPE’s Green
Supply Chain.

+

We inform our customers where their garments were made
on request. In this regard, in 2017 we answered 63 customer
queries regarding the source of our products. In this area,
we also have specific projects in some countries, such as
Fabricado no Brasil (Made in Brazil), which we plan to expand
in the future.

We provide social, economic and environmental information
both on demand and on a regular basis to various organisations
that represent stakeholders. This commitment has been
positively acknowledged by various organisations, such as the
Dow Jones Sustainability Index, FTSE4Good, Know the Chain
and the Baptist World Aid Australia, among others,

+

We collaborate with other brands and companies in the sector
by sharing information on supply chain management and
establishing joint remediation and action paths. Examples

of this are the Bangladesh Accord and the ACT living wage

initiative.

+

OBJECTIVE

Commitment to transparency and respect
for freedom of association and collective
bargaining, expressly established in the Global
Framework Agreement between Inditex and
IndustriALL.

Collaboration to provide advice and improve
the conditions of the factories in these
countries.

Alignment with the Right to Know Principle
to provide the public with access to
environmental information.

Commitment to transparency and customer
information.

Accountability and transparency towards all
stakeholders.

Improvement of conditions in supply chain
factories.
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Employee in Inditex’s New York offices (United States)

78



SOCIALLY
RESPONSIBLE
SUPPLY CHAIN

RELATED SUSTAINABLE DEVELOPMENT GOALS

Goal 3: Ensure healthy lives and
promote well-being for all at all ages.

INDITEX’S
CONTRIBUTION

At Inditex we are committed to guaranteeing safe and healthy
working environments for all the workers of our supply chain.
This commitment is reflected in our Code of Conduct for
Manufacturers and Suppliers, which we assess through various
audits. Health and safety is one of the priority areas within our
programmes, in line with our Workers at the Centre strategy.

Goal 5: Achieve gender equality and
empower all women and girls.

Women accounts the majority of jobs in the textile supply
chain worldwide. We are well aware of this situation, and
that is why we have developed the Women Empowerment
Strategy in the Supply Chain, which is structured around
three pillars: health, protection and empowerment.

Goal 8: Promote sustained, inclusive
and sustainable economic growth,
full and productive employment

and decent work for all.

Our Code of Conduct establishes binding standards that cover
all aspects of decent work, which we developed in programmes
whose fundamental premise is to put “workers at the centre”.
Moreover, we collaborate on initiatives such as the ILO’s Alliance
8.7 and the UN Global Compact Action Platform on Decent Work
in Global Supply Chains, whose objective is to make progress
with collective action to guarantee decent work and, in particular,
eradicate forced labour, modern slavery and child labour.

Goal 17: Stregthen the means of
implementation and revitalize the global
partnership for sustainable development.

At Inditex we believe that sustainable development is only
possible if all relevant stakeholders collaborate and advance
together towards this goal. Hence, we cooperate and maintain
strategic alliances in our supply chain not only with suppliers
and manufacturers but also with other stakeholders such as
trade unions, companies in the sector, governments, NGOs, civil
society organisations and international platform such as the ILO,
the UN Global Compact and the Ethical Trading Initiative.

102-13
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Socially responsible supply chain

Our “Workers at the centre” strategy and our Strategic Plan for a Stable and Sustainable
Supply Chain work together to ensure compliance with the Inditex Code of Conduct
and carry forward our programmes promoting sustainable production environments.

1. SOCIAL SUSTAINABILITY
OF THE SUPPLY CHAIN

In 2017, our supply chain comprised more than 1,800
suppliers and 7,000 non-exclusive factories employing more
than 2 million people. That is why at Inditex we think it is
essential that our supply chain is socially responsible and
characterised by respect for Human Rights and fundamental
labour rights.

Our efforts in this area are supported by two primary tools.
One of these is our “Workers at the Centre” strategy, which
develops projects and programmes focusing on workers
and their well-being.

4+ See page 81 onwards in this Annual Report

The other is our Strategic Plan for a Stable and Sustainable
Supply Chain 2014-2018, which monitors the impact of
these programmes and encompasses various activities
developed within four lines of action: identification,
assessment, optimisation and sustainability. This plan also
helps us to ensure compliance with our Code of Conduct
for Manufacturers and Suppliers.

4 See page 106 onwards in this Annual Report.

These objectives are shared by other actors in the textile
sector, including suppliers, manufacturers, companies and
brands, and various stakeholders such as NGOs, trade unions,
and local, national and international organisations. Indeed,
we are well aware that acting alone in a supply chain that
does not produce goods exclusively for Inditex would result

in a limited contribution to these objectives. To achieve them,
we need to work together. Consequently we collaborate
closely, not only with trade unions - under the auspices of
our Global Framework Agreement with IndustriALL - but also
with various organisations and initiatives working to ensure
that the textile sector has a positive impact on communities
where it is present. In this respect, we can highlight our
collaboration with the International Labour Organisation
(ILO) (through initiatives such as Better Work), the Ethical
Trading Initiative and the United Nations Global Compact.

In order to collaborate with these organisations and
support and assist our suppliers, it is essential to be
on the ground to understand the real situation of the
countries in our supply chain. To achieve this we organise
our work in clusters of suppliers. These clusters offer
spaces for cooperation and dialogue with the aim of
promoting a sustainable production environment in a
strategic geographical area and within the framework of
compliance with Human Rights and fundamental labour
rights. Each cluster brings together local professionals
with a vast experience in the sphere of sustainability and
a range of skills and abilities which form multidisciplinary
teams for a fluid cooperation with suppliers and the
different organisations in their area of influence.

Inditex currently has 12 supplier clusters that account for
95% of our production, located in Spain, Portugal, Morocco,
Turkey, India, Pakistan, Bangladesh, Vietnam, Cambodia,
China, Brazil and Argentina.

Cluster Spain  Portugal  Morocco Turkey India  Pakistan Bangladesh ~ Vietnam Cambodia China Brazil Argentina TOTAL
Internal team 14 3 4 10 6 10 2 1 11 1 2 65
External team 12 21 11 19 73 22 14 19 218 27 5 453
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Socially responsible supply chain

2. PROGRAMMES IN THE SUPPLY CHAIN:

WORKERS AT THE CENTRE

More than 2 million people worked in one of the 1,824
suppliers and 7,210 non-exclusive factories in our
supply chain in 2017. We have a responsibility to all
these people of different nationalities with different
needs and situations. In order to guarantee respect for
these workers' Human Rights and promote good labour
practices that lead to sustainable development, 65
people in our Sustainability teams in 12 countries were
dedicated exclusively to this task in 2017, collaborating
with 453 external experts and cooperating on local and
global initiatives and platforms.

Since 2001 we have worked to implement and guarantee
Inditex's Code of Conduct for Manufacturers and
Suppliers, which sets out the main labour standards that
Inditex’s suppliers commit to comply with. More than a
decade ago, Inditex created a specific programme
dedicated to ensuring compliance. This programme is
constantly evolving to adopt best practices and broaden
our knowledge of the needs of each of the countries
where our production takes place. The foundation of this
programme lies in the Strategic Plan for a Stable and
Sustainable Supply Chain 2014-2018, which incorporates
four lines of action (identification, assessment, optimisation
and sustainability).

103-2

Thanks to this experience and learning process, we have
defined priority areas for the creation of programmes.
All stem based on: to position workers at the centre.
The “Workers at the Centre” strategy allows us to add
value to priority areas and foster sustainable production
environments, the foundations on which our supplier
clusters are established, while simultaneously monitoring
compliance. With this premise in mind, our focus aims to:

- Strengthen our business model and its value chain.
- Analyse the characteristics of the global supply chain.
- Facilitate the overall traceability of the supply chain.

- Identify the potential impacts of the supply chain on
Human Rights.

- Align with the main international standards and best
practices.

- Put into practice the Guiding Principles on Business
and Human Rights and contribute to the Sustainable
Development Goals.

- Identify and engage in dialogue with our stakeholders
and, in particular, workers.
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| WORKERS AT THE CENTRE AND
THE CONTRIBUTION TO THE SDGS

With our Workers at the Centre programmes we contribute
to the United Nations” Agenda for Sustainable Development,
above all to the SDGs most closely related to the seven
pillars of this strategy, and in particular to those in which
our supply chain has the greatest impact. Each programme
directly contributes to certain SDGs, which we have
identified with the aim of aligning our actions with those
goals. In this way, the overall impact of our programmes
extends to each of the 17 SDGs.

The promotion of decent work and economic growth (SDG
8) is the goal that our ‘workers at the centre’ strategy has
the most impact on, which is why it is present in all of
our lines of work. All of the programmes that we develop
contribute in one way or another to this goal, whether
by encouraging worker participation through Inditex’s
Framework Agreement with IndustriALL or through the
promotion of living wages.

82
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Another goal that forms part of all of our programmes and,
in fact, is a key pillar of Inditex’s sustainable strategy is SDG
17, partnerships for the goals. At Inditex, we are aware
that it is fundamental that we join forces with all actors in
order to maximize the positive impact of our activity and
promote the sustainability of a supply chain that does not
work exclusively for Inditex. For this reason, we collaborate
with local and international organisations and platforms
when developing all of our programmes.

We have made great progress on goals such as good
health and well-being (SDG 3) through occupational health
and safety programmes, and we have approved a specific
strategy applicable to the whole of our supply chain to
support programmes to achieve gender equality and
empower all women and girls (SDG 5).
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COLLABORATION WITH AND COMMITMENT TO THE ILO

Inditex and the International Labour Organisation (ILO) have
worked together on various joint projects for more than a decade.
In 2017, this relationship was strengthened with the signing of
two public-private partnerships: one related to improvements on
working conditions in the textiles sector in Sdo Paulo, Brazil; and
another global agreement focusing on promoting respect for the
fundamental principles and rights at work in the cotton sector.

In the words of Guy Ryder, Director-General of the ILO, “the

entity’s collaboration with Inditex is an example of a significant

ILO
PROGRAMME

Better Work

SCORE

PPP ABVTEX-
ABIT-Zara Brazil

PPP ILO-Inditex

102-12,103-2, AF24

OBJECTIVE

To improve working conditions in
the textiles industry, making the
sector more competitive

To support SMEs to improve their
productivity and the working
conditions of their employees

Promote better working
conditions and management of
sewing workshops in Sdo Paulo

To promote respect for the
fundamental principles and rights
at work in the cotton sector
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COUNTRIES
INVOLVED

Vietnam,
Cambodia,

Indonesia, and pilot

project in Egypt

China, Turkey

Brazil

China, India,

Pakistan and Mali

public-private partnership between a United Nations organism
and a major multinational. According to Ryder, it represents a
new milestone in the promotion of best labour practices in the

global apparel industry”.

Both entities will continue to collaborate to strengthen
joint work on various areas in Inditex’s supply chain,

including gender equality, labour relations, training and,
in general, improve the conditions of the workers in our

supply chain.

Inditex Chairman, Pablo Isla, with the ILO Director-General Guy Ryder

COLLABORATION

INITIATED PROGRESS IN 2017

- 54 factories in Cambodia

- Three factories in Indonesia
October 2007

- 22 factories in Vietnam

- Two factories in Egypt

- Two factories in Turkey
September 2014 o .
- Two factories in China

Signing of a public-private partnership
on the strengthening and strategic
alignment of policies to promote
assistance and protection for migrant
workers.

February 2017

Signing of a public-private
partnership and identification of
areas where the programme could
be implemented in each of the
countries by local and international
teams from the [LO and Inditex.

May 2017

83



Socially responsible supply chain

|2.1. WORKER
PARTICIPATION

Promotion of mature labour relations through the effective participation of workers and their legitimate representatives.

STRATEGIC OBJECTIVE 2014-2018 DEGREE OF COMPLIANCE 2017 @ 2016
Workers freely chosen as representatives throughout the supply chain I
0% 25% 50% 75% 100%

KEY PERFORMANCE INDICATORS 2017

TRAINING AND
AWARENESS

Portugal-and Turkey: 135 suppliers, 51,644 workers

g@ PARTICIPATION
fl I'%

Vietnam, Morocco and Tunisia: 60 factories, 53,557 workers

\/ IMPROVEMENT ON
MANAGEMENT SYSTEMS

Programmes in 22 factories with 10,510 workers in Bulgaria,
Morocco, Tunisia, Turkey and Bangladesh.

MAIN COLLABORATIONS

Morocco Portugal Tunisia Turkey

Bulgaria Vietnam' ~ Bangladesh ))

vamn I

WORKER PARTICIPATION

SUPPLY CHAIN
TRANSPARENCY

COLLABORATION ON
THE GROUND

Sharing information on
suppliers and manufacturers

Access by trade unions to
work centres

Inditex believes that it is essential that workers have at their
disposal sufficient mechanisms to get to know, control and
strengthen their labour rights. Freedom of association and
the right to collective bargaining are key to ensuring the
sustainability of the supply chain. Inditex also recognizes the
important role played by national and international trade
union organisations in monitoring compliance of the brand'’s
suppliers and manufacturers with the Code of Conduct.

Even though the more than 1,800 suppliers and 7,000
factories that we work with do not work exclusively for

84

PROMOTION
OF WORKER
PARTICIPATION

PROMOTION OF
GLOBAL INITIATIVES

Participation in the Accord in

Trade union training Bangladesh and ACT Initiative

Inditex, they not only apply the standards of the Code of
Conduct to all of their production; they also participate in
joint programmes developed under the auspices of the
Global Framework Agreement signed with the trade union
federation IndustriALL.

During 2017, work has continued on existing initiatives
while some new channels for action have also been
explored. All of this work ultimately aims to empower
workers and guarantee that their labour rights are
protected.

103-2, 407-1, 413-1



Socially responsible supply chain

Workers in one of our suppliers in Portugal

TENTH ANNIVERSARY OF THE GLOBAL FRAMEWORK
AGREEMENT WITH INDUSTRIALL

The Global Framework Agreement (GFA) signed between Inditex
and the trade union federation IndustriALL Global Union was a
landmark in the industry since it was the first of its kind to tackle
a global supply chain and create a space for the exchange of

ideas and actions on worker rights and, in particular, the right to
freedom of association and collective bargaining.

The year 2017 saw the 10th anniversary of the signing of the
GFA, which was celebrated with a symbolic act that took place at
the Economic and Social Council of Madrid. The event allowed
both organisations to evaluate of the last 10 years of their work
together, as well as renew their firm commitment to the ongoing
development of the Global Framework Agreement within
Inditex’s supply chain.

During the event, General Secretary of IndustriALL, Valter
Sanches, highlighted that “Inditex recognizes its role as one of the
world’s biggest retailers and was the first apparel brand to see the

103-2, 407-1, 4131

value of good industrial relations, not just in their own factories but
throughout their entire supply chain.” Inditex’s Chairman, Pablo
Isla, pointed out that the Framework Agreement is “one of the
most effective tools for enforcing and encouraging labour rights in
the garment industry’s global supply chain, underpinned by freedom

of association and collective bargaining”.

Over the last 10 years, the GFA has afforded a shared approach
to the reality of each country, promoting the right to union
access in the workplace. Programmes have been carried out in
over 100 factories in our main production markets, tackling a
wide variety of aspects, from the right to organise to decent
working conditions; from a healthy workplace to women'
empowerment issues.

The results of these 10 years will allow us to be even more
ambitious when it comes to our continued contribution to the
progress on decent work, as set out in United Nations SDG 8.
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Seminar in Turkey, September 2017. A supplier shares best practices in social dialogue in factories.

SUPPLY CHAIN TRANSPARENCY

Inditex shares complete and up-to-date information on its supply
chain with IndustriALL on a regular basis. This information includes
the results of its assessments from social and labour perspectives.

The information provides IndustriALL and its national-level
members with the context and knowledge they need on
Inditex’s supply chain in each of the countries where the Group
operates, facilitating coordination and collaboration between
the two organisations.

COLLABORATION ON THE GROUND

One of the foundations of the Global Framework Agreement

is joint collaboration on the ground with IndustriALL and its
national members. In a dynamic environment that is constantly
generating new challenges and opportunities, the right to trade
union access to work centres represents a solid and effective tool
for improving working conditions. In 2017 alone, we have carried
out joint programmes in 22 factories in Bangladesh (5), Bulgaria
(2), Morocco (4), Turkey (9, and Tunisia (2). The conclusions
resulting from these programmes can be applied to the whole

supply chain.

One example of these multilevel initiatives is the joint approach
that we have taken with IndustriALL and members of Spanish
trade union in the textile industry during 2017 in Bangladesh. The
initiative aimed to ensure that workers’ representatives in Inditex’s
supply chain were capable of monitoring working conditions in
the supply chain while verifying on site the implementation of the
Accord programmes on health and safety.
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PROMOTION OF WORKER
PARTICIPATION

One of the aims of the Global Framework Agreement is to
contribute to worker participation, and trade union training is
fundamental to this aim. Raising awareness on the importance
of freedom of association and collective bargaining and the value
of social dialogue (the main vehicle for achieving mature labour
relations) constituted the mainstays of the training activities
carried out in 2017.

- Vietnam: Worker representatives from 25 factories in
Vietnam attended a seminar on labour relations held in
October and organised by IndustriALL in Hanoi in order to
provide follow-up to the creation of the Inditex suppliers
union network in 2016.

- Turkey: Apart from the seven suppliers involved in a training
project that has been running for the last four years, in May
a joint seminar was organised by the International Labour
Organisation and IndustriALL to promote dialogue and
collaboration in the workplace. The seminar was attended
by 90 representatives of 58 Inditex suppliers in the area, as
well as local trade unions, and representatives of the Turkish
government and other entities. The event was followed by
another seminar organised by the same actors in September,
which was attended by 31 suppliers who shared best practices.

- Portugal: Training and awareness for 46 suppliers in Portugal on
occupational health and safety.

- Morocco: Training on labour relations for representatives of 30
factories and local trade unions.

- Tunisia: Seminar on Framework Agreements and dialogue with
representatives of five factories.

PROMOTION OF GLOBAL INITIATIVES IN THE TEXTILE INDUSTRY

Inditex and IndustriALL have been at the forefront of global projects and initiatives in the textile industry, such as the Accord on Fire and
Building Safety in Bangladesh (the Accord) -Inditex and IndustriALL are members of the Accord Steering Committee- and the ACT
(Action, Collaboration, Transformation) initiative, whose participants - including IndustriALL, Inditex and a range of other fashion brands
- work to promote collective bargaining between employers and trade unions in countries in the brands’ supply chains with the aim of

achieving decent working conditions and wages.

86
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|2.2. LIVING WAGES

Achieving living wages in the industry through worker empowerment and participation

SDG STRATEGIC OBJECTIVE 2014-2018 DEGREE OF COMPLIANCE 2017 @ 2016

i s Ensure sustainable compliance with the Code of
R Conduct for Manufacturers and Suppliers I R S
Workers freely chosen as representatives throughout the supply chain L e

Alignment and inclusion of the sustainability strategy in the Group’s business model - [ ENERNEGGEEE R

0% 25% 50% 75% 100%
KEY PERFORMANCE INDICATORS 2017
TRAINING AND Participation in self-assessment exercise on purchasing practices
= AWARENESS 242 buyers trained on purchasing practices
Development of GFA with IndustriALL
G‘% PARTICIPATION Cambodia, Myanmar, Turkey and Vietnam: development of ACT initiative
China: nine factories in Lean project
\/ IMPROVEMENT OF China and Turkey: four factories in' SCORE project
MANAGEMENT SYSTEMS Programmes in 22 factories with 10,510 workers in Bulgarig,

Morocco, Tunisia, Turkey and Bangladesh.

MAIN COLLABORATIONS

Cambodia India China Turkey Myanmar Vietnam Global

Internal AN Adton Ao
kst S e S A CTL ACT === ))Il
ACTE =3 O ACT | o O

LIVING WAGES

PROMOTING RESPONSIBLE IMPROVED COLLABORATION
COLLECTIVE PURCHASING WORKING WITH SUPPORT
BARGAINING PRACTICES METHODS AND STAKEHOLDERS CAMPAIGNS
Promoting effective Training and awareness AL Participation in the Political commitment
and fair collective raising for internal SCORE programme ACT initiative to achieving living
bargaining purchasing teams with the ILO wages in the industry

Lean project

Achieving living wages is one of the most important strategy. Inditex’s strategy on living wages is based on the
challenges in the industry, therefore it forms part of one following five lines of action:
of the programmes included in the Workers at the Centre

103-2, 413-1 87
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8 INDITEX LIVING WAGES STRATEGY

LINES OF
ACTION

Promoting
collective

bargaining

Responsible
purchasing
practices

Improved
working
methods and
systems
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SPHERE OF APPLICATION

At Inditex we understand that
the best tool for achieving living
wages in the industry is collective
bargaining between trade unions
and employers.

To achieve this, we work to
guarantee freedom of association
and collective bargaining both
through our Code of Conduct
Compliance Programme and the
Global Framework Agreement with

IndustriALL.

When it comes to everything
from correct purchase planning
to the creation of transparent
pricing systems and the priority
assignment of orders to suppliers
who guarantee compliance with
collective agreements, purchasing
teams are a key element of

the strategies that brands have

to implement to facilitate the
payment of living wages to workers.

The working methods and
production systems employed

by factories have a direct impact
on their employees’ working
conditions. Such conditions include
everything from wages to working
hours and ergonomics, as well

as satisfaction and motivation.
That is why we develop various
programmes in collaboration with
factories to help them optimise
their methods and working
systems with the aim of improving
conditions for their workers.

ACTIVITIES IN 2017

Activities in the main clusters with the aim of
guaranteeing collective bargaining as an instrument to
achieve living wages:

+ Bangladesh: Roundtable on living wages.

+ Programmes in 22 factories in Bangladesh, Bulgaria,
Morocco, Turkey and Tunisia.

+ Training activities in Morocco, Portugal, Tunisia, Turkey
and Vietnam.

+ Adjustment of the Code of Conduct Compliance
Programme to include analysis of the payment of living
wages.

+ Coordination meeting with IndustriALL and other
brands with framework agreements to explore
collaboration on future activities.

+ Participation of buyers in training sessions and self-
assessment activities to analyse their purchasing
practices and compare them within the industry.

+ 242 buyers trained on purchasing practices using
practical exercises that facilitate interaction between
different areas.

+ Adaptation of purchasing systems to facilitate
purchasing decisions based on sustainability criteria.

DISTRIBUTION OF PURCHASING IN 2017
2017 95% 5%

rating A or B . other ratings

+ Lean project (China)

One of the most important activities in 2017 was the
development of a follow-up system to measure the
sustainability of the results after the implementation
of the project in the six factories already part of the
programme in 2016. Three new factories were also
incorporated into the project.

The results obtained were positive, with improvements
on management systems that have had a positive
impact on the working conditions of employees.

SCORE programme
This ILO programme, which was already running in two

Chinese factories, has now been implemented in two
factories in Turkey.

The SCORE programme is divided into five modules
which are designed to improve management systems
to, in turn, improve working conditions, promoting the
fundamental principles and rights at work.

Implementation of the first module has already been
completed in the two Chinese factories, covering a
total of some 950 workers. Meanwhile, in Turkey the
second module has also been completed, benefiting
154 workers.

FUTURE ACTIONS

Develop activities in clusters
through the consolidation of the
coordination and trade union
experts approved by Inditex and
IndustriALL Global Union in 2016.

Implement projects to promote
social dialogue between
stakeholders and strengthen
working conditions in the supply
chain in collaboration with leading
organisations in this sphere such as

the ILO.

Promote collaboration with
other brands with framework
agreements, as well as those with
an important role in production
clusters.

Go further in identifying,
developing and strengthening
purchasing practices to ensure a
greater impact on the payment
of living wages by suppliers and

manufacturers.

Inditex’s social sustainability
team and similar teams in other
leading brands in the industry will
support this work and collaborate
with trade unions and employers’
representatives.

The knowledge and experience
acquired during the three years
of the Lean project have meant
that at the end of 2017 it was
possible to begin expanding the
project to other countries in our
supply chain. We have begun by
training our internal teams on the
Lean philosophy and on Inditex’s
own methods in relation to this
project. This means that in 2018
the Lean project will not only be
implemented in more factories in
China but also in the form of pilot
experiences in India, Cambodia
and Portugal.

We will also continue with the
implementation of the SCORE

programme.

103-2, 413-1
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LINES OF
ACTION SPHERE OF APPLICATION
Collaboration
with other
stakeholders

Inditex forms part of the .
ACT (Action, Collaboration,
Transformation) initiative along with
other companies and IndustriALL
with the aim of achieving living
wages in the industry through
collective bargaining.

This group organises activities
that seek to involve worker
representatives, employers
and government in establishing
collective bargaining.

In 2017, Inditex supported joint .
actions in the industry to guarantee
improved wage conditions, as well
as defend the mechanisms used

to implement these improved
conditions.

Support

campaigns

102-12,103-2, 413-1

ACTIVITIES IN 2017

Agreement between the brands to take specific measures
on purchasing practices and facilitate the payment of
living wages in the industry.

Cambodia: a letter was written to the Prime Minister

of the country in September 2017 to discuss the ACT
approach to improving wages and working conditions
based on collective bargaining within the industry.

« Turkey: Meetings and preliminary work in November 2017

involving ACT, the brands and the exporters’ association
to introduce the work of ACT into the country.

Myanmar: a letter was sent to the State Counsellor in
November 2017 to propose some ideas for joint progress
on social and industrial development in the sector

Vietnam: Individual meetings with stakeholders to
promote collective bargaining.

Cambodia: Letter from the Ethical Trading Initiative (ETI)
to the country’s Prime Minister in September 2017 to
express concern over the draft laws on minimum wages
and dispute resolution.

India: Letter from the ETI to the Labour Commissioner
of Tamil Nadu in November 2017 to follow up legal cases

involving minimum wages.

FUTURE ACTIONS

Boost the programme in countries
where there has been some
preliminary work, and approach
other countries that are a priority
in terms of their social and working
conditions.

Develop the measures to be adopted
by brands and by IndustriALL to
facilitate collective bargaining in
pilot countries.

Promote active participation in
platforms featuring representatives
of civil society in order to expand
social dialogue in supplier countries.

Zara store employees, Miami (United States)
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|2.3. RESPONSIBLE
PURCHASING PRACTICES

Purchasing decisions with sustainability criteria to promote a positive impact on the supply chain

STRATEGIC OBJECTIVE 2014-2018

SDG

DEGREE OF COMPLIANCE 2017 @ 2016

Alignment and inclusion of the sustainability strategy in-the Group’s business model

0% 25% 50% 75% 100%

KEY PERFORMANCE INDICATORS 2017

Online training for 66,000 employees in offices and stores

TRAINING AND ! . e

AWARENESS 242 buyers trained on social sustainability
7N 906 buyers and product managers trained on the Join Life programme
\/ IMPROVEMENT OF Participation in the ACT working group

MANAGEMENT SYSTEMS Involvement of buyers in self-assessment questionnaires on purchasing

MAIN COLLABORATIONS

Spain China Argentina Turkey Bangladesh Global
@ Ethical Trading Illhll‘l‘hlrl
Internal Internal Internal Internal Internal : ”
programme programme programme programme programme Action
ACTE ™
Traresfarmation

All of our purchasing decisions are subject to
sustainability criteria. Some 95% of purchasing
in 2017 involved suppliers with A or Brating

Inditex believes that responsible purchasing practices
mean approaching the purchasing process with a
holistic focus on sustainability. This involves more than
just seeking to ensure respect for Human Rights by
promoting collective bargaining, living wages and the
optimisation of our social and environmental impact.

Meanwhile, suppliers also have a very important role
in promoting best practices in factories, as well as in
developing their commitment to Inditex through the
training they are given. Active supplier involvement is key
to ensuring the promotion of a sustainable culture in line
with the Group’s principles and values.

It also involves boosting the resilience of our business

model by supervising the way in which our purchasing
teams develop practices that have a positive impact on
the working conditions of the people employed in our

supply chain.
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Apart from providing our teams with the tools they need to
ensure responsible purchasing and the visibility of certain
information at the systems, in 2017 we have also focused
on three key areas: a culture of sustainability, participation
of purchasing teams and collaboration with the industry.
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Inditex office employee, Shanghai (China)

RESPONSIBLE PURCHASING PRACTICES

CULTURE OF
SUSTAINABILITY

PARTICIPATION OF
PURCHASING TEAMS

COLLABORATION WITH
THE INDUSTRY

Incorporate responsible purchasin

P p P g
practices into the culture of Inditex and
its partners.

Encourage a culture of responsible
practices through training, awareness
raising and alignment of functions.

Promote best practices in the industry
that foster the payment of living wages.

- Sustainable recruitment

- Sustainability e-learning

- Zara Welcome school

- Hello pack for new employees

Introduction of sustainability training
to store training programmes.

Interactive training on responsible
purchasing practices

Training for purchasing teams on the
sustainability of the supply chain.
Join Life training

Training on the environmental and

social impacts of the purchasing
process.

ACT on Living Wages

Active and ongoing participation in
working groups involving other brands
and IndustriALL to help inform and
guide our responsible purchasing
strategy and promote the payment of
living wages.
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CULTURE OF SUSTAINABILITY
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Sustainability e-learning

Sustainability contents
in weekly training

Bilateral store/
customer dialogue
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§ 2.3.1. CULTURE OF SUSTAINABILITY

A culture of sustainability in all of the Group’s areas forms the
essential basis for the success of our responsible purchasing
policy. In this respect, the company engages in the so-
called Sustainable Recruitment Process with employees in
head offices, subsidiaries and stores. This means that all
of our new employees receive a training plan that includes
sessions on Social and Environmental Sustainability, Product
Health and Safety, and Social Investment. In the case of
recruits to head offices, new employees receive our Hello
pack, which gives sustainability a central role.
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Our stores are at the heart of the of our business, and
our customers have a say in all the decisions we take. For
this reason another of our main focuses in 2017 was on
generating a culture of sustainability in our stores, such as
through our clothes collection programme, Closing The Loop.

4+ See page 140 onwards in this Annual Report.
Meanwhile, some 66,000 employees in stores and local
offices have access to a new online training programme

where they can learn about issues concerning Inditex’s
sustainability policy.
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Collaborating with the industry
1s fundamental to promoting best

§ 2.3.2. PARTICIPATION OF
INDITEX’S PURCHASING TEAMS

Continuing with the awareness-raising strategy initiated
in 2016, in 2017 Inditex has focused on increasing
sustainability training among new and existing purchasing
teams. Our key purchasing teams have become a
benchmark in the sector thanks to their participation in
ACT workshops and meetings.

Thanks to the programmes we have developed, a total of
1,010 members of purchasing and product teams have
been trained on responsible purchasing practices and
sustainability over the last two years.

Meanwhile, local sustainability teams have carried out 39
training activities in 2017 dealing with social sustainability
and Human Rights for 138 buyers in local offices in China,
Bangladesh, Turkey and Argentina.

103-2, 413-1

purchasing practices

§ 2.3.3. COLLABORATION
WITH THE INDUSTRY

One of the main objectives of the ACT (Action, Collaboration,
Transformation) initiative is to achieve living wages in the
textile industry. During 2017, Inditex worked closely with
the brands that form part of ACT and with IndustriALL to
develop a shared tool for evaluating purchasing practices
and establishing best practices.

This initiative saw participation from more than 800 members
of purchasing teams in companies within the industry. The
resulting analysis made it possible to identify and study
purchasing processes to minimize their potential negative
impacts on the payment of living wages. The following
activities took place within the framework of the initiative:

- Active participation of key members of purchasing teams
on developing and testing a self-assessment tool.

- Contribution of buyers on the anonymous and confidential
implementation of a self-assessment programme to
analyse purchasing.

- Active and ongoing participation in ACT working groups to
help inform and guide our responsible purchasing strategy,
and have a positive influence on the direction taken by
the sector in the sphere of responsible purchasing.
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I 2.4. WOMEN EMPOWERMENT

Guaranteeing equality for women and empowering them within the supply chain

SDG STRATEGIC OBJECTIVE 2014-2018 DEGREE OF COMPLIANCE 2017 @ 2016
Ensure sustainable compliance with the Code of
Conduct for Manufacturers and Suppliers R e
Establish and maintain stable relationships of trust with suppliers [ B B B
0% 25% 50% 75% 100%

KEY PERFORMANCE INDICATORS 2017

India: Sowbhagyam project
TRAINING AND 1,019 schoo\chﬂdren trained on their rights . .
AWARENESS Awareness raised among 79 agents to prevent abusive practices
N Awareness raised among 112 parents on labour rights
Turkey: training of 277 workers

PARTICIPATION India: Creation of 23 groups.of.teenogers involving 235
T young people to defend their rights at work

India:
- Sakhi Health, programme: three factories and 2,700 workers
@ IMPROVEMENT OF - Sakhi Gender Equity programme: 18 factories employing 11,653 workers
MANAGEMENT SYSTEMS - Sowbhagyam project: creation of 16 grievance channels
Morocco:
Access to health services in 13 factories with 1,129 workers

MAIN COLLABORATIONS

Morocco Turkey India
g > LY,
medicus Internal programme i ’ﬁ(";} Ilwrlr @_f
LML

We work to ensure that all of the women in our
supply chain can enjoy the best conditions and
the same opportunities as men

We are fully aware of the importance of women in our Based on SDG 5, which is dedicated to gender equality
supply chain, thus we want to take further steps towards and the empowerment of women and girls, and building
gender equality and women empowerment. The textile on the work already developed within the framework of the
industry is a pillar of the economy in many of the countries Strategic Plan for a Stable and Sustainable Supply Chain
where we operate, and women occupy the majority of jobs 2014-2018, in 2017 we approved a Women Empowerment
at all stages of production. Strategy in the Supply Chain which has three main pillars:

health, protection and empowerment.
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WOMEN SDG5

EMPOWERMENT
STRATEGY IN THE
SUPPLY CHAIN

Policy
Code of Conduct from

a gender perspective

Facilities at one of our suppliers in Portugal

Achieve gender equality

and empower all women and girls

Specific programmes
Collaboration with
stakeholders

Due diligence

Compliance Programme

The women empowerment strategy is developed using
continual improvement tools complemented by a gender
perspective that makes it possible to impact sensitive
issues affecting women and develop specific actions
and practices related to gender. To this end we develop
programmes to eradicate gender inequity and strengthen

103-2, 413-1

the empowerment of women, creating partnerships around
the three pillars that make up this strategy. In order to make
sure that this strategy is viable, the programmes must take
into account the social and cultural context women live and
work in, and for this reason we develop specific actions for
the different countries where we operate.
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In 2014 we initiated a project in Morocco in collaboration
with the NGO Medicus Mundi Andalucia which aims to
improve the social and health situation of workers of our
suppliers in Morocco. The programme covers 13 factories
and had a total of 1,129 direct beneficiaries in 2017.

During the last year, new developments have been made
that aim to improve training and awareness on social
and labour rights. These modifications have been made
based on the opinions of workers themselves, gathered
by means of surveys. This will contribute to workers in the
textile industry in Morocco improving their quality of life with
a focus on human development.

In 2017, we collaborated with the local association Union de
la Accion Feminista, providing training in five of the factories
within the project on rights related to women'’s occupational
health. The Provincial Directorate of National Education
also participated in the organisation of literacy sessions.
Meanwhile, the experience of Fundacion ETEA, with whom
Inditex was already collaborating, has made it possible to
identify new lines of action and improvements to increase
the sustainability and effectiveness of the intervention that
has been developed in recent years. One of the future
developments of the project will be to create a protocol for
action in cases of sexual and workplace harassment.

The project entitled Sakhi (which means “friend” in Hindi) is
structured into two parts that encompasses two fundamental
aspects of the situation of women in India. One of these
is health, and that is the focus of Sakhi Health. Activities
have already been carried out in this sphere in the three
factories forming part of the project in collaboration with St.
John’s Medical College, benefiting a total of 2,700 workers.
The next step was to train workers themselves so that they
could engage in peer education.

In the future, training will continue in factories so that they
incorporate women's health into their training systems as a
matter of course. Sessions will also be carried out to follow
up the training completed in 2017 to increase factories’
educational capacity.
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The aim of this project developed in India’s Tamil Nadu
state is to raise awareness and educate communities, job
agencies and other stakeholders on labour rights, avoiding
the use of abusive employment practices against women.

The project, which was initiated in 2013, includes training
sessions given by the local NGO SAVE to all members of
the community. During the fourth year of its implementation,
these community awareness-raising activities continued,
along with further awareness raising in schools for
teachers, children and parents. In 2017, work was carried
out with a total of 79 employment agencies to train them
on best practices, developing guidelines for action and
encouraging them to associate and share learning, and
facilitate the identification of spinning mills that do not
engage in any kind of abusive employment practice.
Additionally, the following activities took place:

- Creation of 16 grievance channels at the community level
with 296 members

- Awareness-raising sessions in 11 schools, reaching a total
of 1,019 students

- Establishment of 23 new groups of adolescents
(Adolescent Parliaments) with 235 members with the aim
of empowering young people, informing them of their
rights and giving them the tools they need to defend them

- Meetings with 112 parents to raise awareness of women
labour rights

All of this means that in 2017 more than 11,000 people
benefited directly or indirectly from this project.

103-2, 413-1
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SAKHI - GENDER EQUITY PROJECT

The second pillar of the Sakhi project tackles the
prevention of situations of abuse or harassment in
factories through the Sakhi Gender Equity programme,
which is developed in collaboration with the organisation
SWASTI. In 2017, we analysed workplace practices in
18 factories employing a total of 11,653 employees to
understand the issues faced by women at work.

Next year, based on the conclusions of the analysis, work will
begin with of five of those factories to implement effective
grievance mechanisms for all types of situations involving
abuse, harassment or discrimination. Management will be
trained so that they understand and can get involved with
initiatives related to the well-being of their female workers.
Meanwhile, the development of appropriate facilities to
promote work-family conciliation such as nurseries will be
incentivised. The focus will be on creating models that can
be replicated so that the factories themselves can sustain
the project over the long term.

In 2016 we initiated a pilot project in a factory in Turkey.
The first phase consisted in analysing and understanding
the possible causes of gender discrimination in the
factories. Based on the results obtained, the second
phase of the project was launched in 2017. This second
phase involved holding eight training sessions in the
factory to raise awareness among its 277 workers, of
which 85% are women.

The training was divided into two modules. The first had
the objective of raising awareness of gender equality
among workers. The second module focused on preventing
harassment and discrimination at work. In this way, the
overall training aims to improve the quality of life and
work of the women, and raise awareness among factory
management of the rights of their female workers.

In 2018, the programme will advance with the follow-up
phase in which the impact of the first phase of training will
be evaluated.

Thanks to the Sakhi programme, in 2017 we
analysed workplace practices in 18 factories
employing a total of 11,653 employees to
understand the issues faced by women at work

103-2, 413-1
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I 2.5. OCCUPATIONAL
HEALTH AND SAFETY

Commitment to safe and healthy working environments throughout the supply chain

SDG

STRATEGIC OBJECTIVE 2014-2018 DEGREE OF COMPLIANCE 2017 @ 2016
Auditing system designed to evaluate and improve management methods N E R R
Ensure sustainable compliance with the Code of
Conduct for Manufacturers and Suppliers I T T .
e e Corrective Action Plans targeted at improving management systems,
with self-assessment and worker participation [ A N B
0% 25% 50% 75% 100%
KEY PERFORMANCE INDICATORS 2017
TRAINING AND Morocco, Tunisia, Portugal, India:
=~ AWARENESS 145 suppliers and factories with 41,113 workers
Bangladesh:
g{% PARTICIPATION 22 suppliers and factories with 63,881 workers
Morocco, Tunisia, India, Bangladesh and China:
IMPROVEMENT OF ' / !
\/ 378 suppliers-and factories with 379,076 workers

O MANAGEMENT SYSTEMS 1,124 special audits on health and safety
MAIN COLLABORATIONS

Morocco Tunisia China Portugal India Bangladesh

Internal Internal @ :";'I"‘.éﬁ'“"*" Internal /5(“: C:::-}’RD

programme programme R :-;-: programme YN

Internal programme

Autoridade para-as
Condi¢oes do Trabalho

At Inditex we believe that it is fundamental that all workers in
the supply chain have a safe and healthy working environment.
That is why occupational health and safety is a key pillar of
our strategy to ensure the sustainability of our supply chain.

In 2017 we carried out 1,124 special audits in which our
internal and external teams verified the workers’ conditions
in aspects such as occupational health and safety, risk
prevention and the structural safety of facilities.

Our programmes and initiatives seek to promote an
awareness  culture, participation, risk  assessment

98

and improvements to occupational health and safety
management. Some of these programmes and initiatives
are developed in collaboration with different stakeholders
to generate mutual benefit that allows to share knowledge
and build capacity at a high level to support suppliers
and our sustainability teams’.

The strategy of the occupational health and safety
programme is based on the development of methodology
and standarisation; competence development programmes;
and collaboration with stakeholders.
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METHODOLOGY AND
STANDARISATION

COMPETENCE DEVELOPMENT
PROGRAMMES

Facilities at one of our suppliers in Portugal

COLLABORATION PROGRAMMES

Working group specialising in occupational
health and safety made up of engineers
from Inditex’s sustainability teams in
various countries

- Standarised methodology
- Best practices
- Indicators and information systems

- Technical solutions

| 2.5.1. METHODOLOGY
AND STANDARISATION

- Health and safety assessments, continual
improvement and training (Morocco and
Tunisia)

- Assessment of structural, fire and
electrical safety of new suppliers and
manufacturers (Bangladesh)

- Risk assessment training. Joint
development and implementation of
corrective measures (India)

- Development of health and safety
management systems (India)

- Electrical safety (India)

- Training and strengthening of
participation and occupational health and

safety (Portugal)

- Machinery, fire and electrical safety

(China)

- Monitoring of compliance with Accord
corrective action plans (Bangladesh)

- Detailed evaluation of the structural
state of factories (Bangladesh)

- Support and direct involvement in
Accord complaint and reporting
mechanisms (Bangladesh)

The backbone of this work is the standardization,
harmonization and global development efforts made by
Inditex’s sustainability teams, which shape a global working
group specialised in health and safety.

Some of the current lines of action include creating
a standardized methodology for risk assessment in
workplaces, the design of indicators and information

103-2, 413-1

systems to improve health and safety management, and
the development of practical training modules focusing on
different environments.

Meanwhile, one of the short term objectives of this working
group is to compile best practices that can be disseminated
as technical solutions where the legislation and regulations
in force do not set out specific requirements.
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| 2.5.2. COMPETENCE DEVELOPMENT
PROGRAMMES

The interpretation of the results obtained from the Code
of Conduct Compliance Programme makes it possible to
identify areas that should be strengthened and designed
specially adapted programmes. In this respect, 1,124
specific audits on health and safety were performed in 2017.

Below is a summary of some of the most noteworthy
competence development programmes and their main
features.

REINFORCEMENT PROGRAMMES 2017

PROGRAMME COUNTRY DESCRIPTION RESULTS 2017
Health and safety Morocco The project focus on: This project began as a pilot
assessments, - Working conditions of employees programme in 2015. Follow'ing'
continual - Conditi Fbuildings housing factori its development and extension in
improvement and on I. |on.s orbul ) INgs housing factories ; i 2016, by the end of 2017 it involved
training - Electrical installations and safety of machinery and boilers 37 suppliers with 128 factories
- Chemical and physical agents f'md 39,870 Yvorkers. The currer?t
- Fire extinguishing equipment and emergency exits |mR|ementatlon level of corrective
action plans stands at 89%.
= Management systems
The aim is to assess and identify aspects for improvement and define
action plans to be implemented and monitored with suppliers.
Health and safety Tunisia During 2017, the project initiated in Morocco was extended to At the end of 2017, some 27
assessments, Inditex’s supply chain in Tunisia. The new project has the same factories linked to 11 suppliers
continual structure and thematic areas and employs the same tools and embarked on the second phase of
improvement and evaluation method. This allows us to compare results with ease and the project, defining the corrective
training identify even more specific areas to work on in these countries. action plans to be applied.
Assessment of Bangladesh  Our team carries out technical assessments that focus on structural, In 2017 some 43 technical
structural, fire and fire and electrical safety during the process of incorporating new assessments were carried out,
electrical safety of suppliers and manufacturers. These assessments seek to guarantee the  while the facilities and working
new suppliers and safety of facilities where production is carried out. environments of more than 27,000
manufacturers workers were also verified.
Risk assessment India The project is comprised of three modules: Currently developed in 17 factories
training Joint - Definition of management responsibilities and introduction of tools. and benefiting more thar.1 3,500
development and Joint ri . . workers. Future steps being
implementation of - ‘omt rlslf assessment carried out by health and §afeFY officers considered include incident record-
impleme factories, workers, and members of the sustainability team to ]
corrective measures inact R Y keeping systems and KPls systems
identify corrective actions. for the im ol tional
provement of occupationa
- Identification of corrective actions in factories to be carried out by risk management.
health and safety officers and validated by the sustainability team.
Development of India Improve health and safety management systems through visits that A total of 12 suppliers and four
health and safety make it possible to identify best practices, develop maintenance factories with 18,399 workers
management systems programmes and involve the different areas of the company in formed part of this project. The
occupational health and safety issues. facilities received 96 visits in 2017.
Electrical safety India Pilot initiative to strengthen electrical safety in the country’s This project made it possible to
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supply chain. The initiative was implemented in the facilities of four
suppliers, where work was carried out in conjunction with electrical
and maintenance teams to improve working procedures and
documentation in these areas.

verify the electrical conditions in the

working environments of more than
1,700 workers.
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COLLABORATION PROGRAMMES 2017

PROGRAMME

Training and
strengthening of
participation and
occupational health
and safety

Portugal

Machinery, fire and China

electrical safety

Monitoring of
compliance with
Accord corrective
action plans

Bangladesh

Support and direct
involvement in

Bangladesh

Accord complaint and
reporting mechanisms

Detailed evaluation of  Bangladesh

the structural state of
factories
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COUNTRY DESCRIPTION

Halfway through 2017, we initiated a pioneering collaboration
programme involving national trade unions (FESETE, SINDEQ),
international trade unions (IndustriALL), Portuguese government
bodies (Autoridade para as Condigdes do Trabalho (ACT), the
University of Minho and Inditex to improve health and safety
conditions in the Portuguese supply chain.

Based on the analysis of the most common breaches of the

Compliance Programme, the following areas requiring strengthening

were identified:

- Training and participation of the workforce

- Fire safety

- General aspects of health and safety

The collaboration programme involving the EHSA Centre of the

University of Ling'nan and Inditex initiated in 2016 continued to
make progress in 2017.

A total of 62 suppliers trained in 2016 assessed fire, electrical and
machinery safety in their factories in 2017, generating corrective
action plans validated by Inditex.

As a signatory member of the Accord on Fire and Building Safety
in Bangladesh since its origins in 2013, Inditex is committed to

improving health and safety in the textile factories in that country.

This agreement, which is legally binding for international brands,
national and international trade unions and various NGOs, has
at its disposal engineers who carry out inspections of factories
and generate corrective action plans. The plans are monitored by
Inditex’s internal team of engineers in collaboration with external
engineers specialising in structural, fire and electrical safety.

Index is firmly and actively committed to the Accord worker
participation programme. This programme provides all factory
workers with a channel for communicating their concerns on

occupational health and safety risks in a confidential and secure way.

The reinforcement and corrective initiatives implemented by
our team in Bangladesh encompassed work with an international
engineering consultancy to carry out a detailed assessment of
building structures in order to obtain consistent data that would
result in a highly reliable structural evaluation.

between

§ 2.5.3. COLLABORATION
PROGRAMMES

The identification of areas to be strengthened occasionally
collaboration
stakeholders. This allows us to guarantee a response at the
highest level while developing the skills and knowledge of
our teams. These are the main collaboration programmes
implemented throughout 2017:

Inditex and expert

RESULTS 2017

The first phase of this programme
ended with a training session for
46 suppliers. The session also

saw participation from ATP and
ANIVEC, associations of textile
employers in Portugal.

In 2018, members of the
sustainability department and
health and safety managers in the
suppliers themselves will assess
supplier facilities to identify
corrective actions.

A total of 327 factories in the
suppliers were involved, developing
corrective action plans of which 62
have been verified to date.

During 2017, some 728 inspections
were performed on factories

in Inditex’s supply chain in the
country, which made it possible

to verify the working conditions

of some 269,000 workers in 38
manufacturers and 84 suppliers.

In 2017, Accord received 31
communications originating from
Inditex’s supply chain, of which 28
found a positive resolution and three
more are still in progress.

Assessment of three companies in
Inditex’s supply chain in Bangladesh,
benefiting 5,600 workers.
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I 2.6. PROTECTION
OF MIGRANTS

Protection of the rights of migrant workers in the supply chain

SDG STRATEGIC OBJECTIVE 2014-2018

DEGREE OF COMPLIANCE 2017 @ 2016

Ensure sustainable compliance with the Code of
Conduct for Manufacturers and Suppliers

o
[T

with self-assessment and worker participation

Corrective Action Plans targeted at improving management systems,

0% 25% 50% 75% 100%

KEY PERFORMANCE INDICATORS 2017

TRAINING AND . .
AWARENESS Turkey: 90 suppliers trained
7N
( \/ ’ LT:SA?GV EE}C\AEE:'IT S%ZTE MS Ejk::(r?g:: ;22!:??25:?; Lir\z-:-er(éss%nrcfj(;iﬁn collaboration
with the Ethical Trading Initiative

MAIN COLLABORATIONS

Turkey

China

@ Ethical Trading Initiative

@ Ethical Trading Initiative

In recent years, national and international conflicts have
forced millions of people to migrate. Apart from the actions
of governments, international organisations and NGOs,
companies like Inditex have also adopted a proactive
approach to tackling the personal and employment
difficulties faced by people in this situation.

=2

0000
0O0O00Oo

Through our Code of Conduct for Suppliers and
Manufacturers we promote regular work characterised
by compliance with local legislation on labour and social
security, as well as with the main international standards.

), )

AWARENESS
RAISING
Training for 90
suppliers in Turkey
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TRAINING
“Promising Future”
project on

social security

in China
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Migration can lead to some workers experiencing a
situation of vulnerability in which their social and labour
rights are affected by their migrant status. Inditex will not
allow any of the workers in its supply chain to be exploited,
and the company pays special attention to the working
conditions of migrants. The application of this policy begins
with the training of the internal sustainability team to detect
potential irregularities, the implementation of programmes
to support migrants and refugees, and the application
of solutions that guarantee decent working conditions for
migrant workers.

Turkey is one of the main recipient countries for migrants
and refugees in recent years, as well as being one of our
most important production areas. For this reason, in 2017
we continued with the migrant and refugee remediation
programmes initiated in 2016 in collaboration with the
NGO Refugee Support Center/MUDEM. With the support
of that organisation, we carry out an individual study of the
working situation of each migrant detected in the supply
chain in order to attend to their needs and support them
and their families to guarantee their well-being. In 2017,
some 155 advice and remediation cases were initiated.

103-2. 4131

Workers at one of our suppliers in Portugal

Meanwhile, a seminar was organised for suppliers with the
title Integration of the Syrian Refugees under Temporary
Protection into the Turkish Labour Market in collaboration
with the Ethical Trading Initiative, local NGOs under the
auspices of the UN Refugee Agency (UNHCR) and the
ITKIB-Exporters” Association.

The aim of this seminar was to train and raise awareness
among suppliers regarding refugee issues, regular
employment, the regulations in force on work permits, and
the initiatives and programmes of the UNHCR. The main
focus of the seminar, which was attended by 90 Inditex
suppliers, was the importance of integrating migrants and
refugees into the workplace.

Another country where we have created specific
programmes on migration is China, based on the
country’s high levels of internal migration. In 2017, and
in collaboration with the Ethical Trading Initiative, Inditex
developed the Promising Future project, which involved the
creation of a video explaining social security coverage to
workers in China with a view to raising awareness among
suppliers and workers in this area.
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| 27. TRAINING
AND AWARENESS

Sharing a culture of sustainability with all parties involved in the supply chain

SDG STRATEGIC OBJECTIVE 2014-2018

DEGREE OF COMPLIANCE 2017 @ 2016
Regular and systematic training for all auditors using the “train the trainer” system I
Regular training programme for 100% of suppliers and manufacturers I
0% 25% 50% 75% 100%

KEY PERFORMANCE INDICATORS 2017

TRAININGAND
AWARENESS

28 members of the sustainability team trained

121 auditors trained

242 buyers trained on responsible purchasing
1,122 suppliers trained and 754 individual sessions

MAIN COLLABORATIONS

Global

ACTE -4

Internal programme

One of the key elements of Inditex’s strategy in the supply
chain is the exchange of knowledge. This exchange of
knowledge takes place within our purchasing teams, with
our different sustainability teams, with external auditors
and suppliers, to whom we provide training and awareness
raising. All of these activities help us to replicate best
practices and share our learnings.

We also give special importance to the integrity of our
own teams and our external auditors and suppliers. That is
why we have developed protocols to prevent, identify and
mitigate any breaches. Those protocols are coordinated
with external auditors and transmitting them to suppliers
as a fundamental value.
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§ 2.7.1. SUSTAINABILITY TEAMS

Our teams include qualified social auditors, Human Rights
experts and other technical specialists. A total of 28
members of our sustainability teams were trained in 2017
on matters such as traceability, SA8000 standard and data
protection.

All of the sustainability teams located in our 12 supplier
clusters are in constant contact so that they can implement
policies and programmes in a more coordinated way. They
also work together at annual conferences to share best
practices and design future strategies and lines of action.
These global meetings form the basis of subsequent

404-2,413-1, AFD
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Training and awareness raising for all actors
involved In the supply chain 1s fundamental to
guaranteeing its sustainability

collaboration between countries, helping to expand on the
knowledge gained in local supply chains. For example, our
teams in India, Portugal and Cambodia received training
in 2017 from the Chinese team on the LEAN project, which
was launched in China three years ago. As a result, the
project will be extended to these three countries in 2018.

These annual meetings also saw participation from
representatives of the ILO, who helped to give a broader
understanding of collaboration with that organisation, as
well as experts in Human Rights from SHIFT.

In turn, local teams train external auditors who help us to
assess factories.

§ 2.7.2. EXTERNAL AUDITORS

The experts that carry out audits for Inditex belong to
prestigious, specialist companies with a vast experience
in the field of social auditing. Some 121 external auditors
received training last year. Moreover, in 2017 we updated
our methodology of social auditing, incorporating best
practices and taking another step towards the integration of
this kind of assessment into corporate purchasing systems.

§ 2.7.3. SUPPLIERS

Another key part of our supplier relations is training and
awareness raising, to ensure that our suppliers participate
in the values and procedures linked to a sustainable
management of the supply chain so that they can also pass
these values and procedures on in their own environments.
We engage in two kinds of training activities with our

4064-2,413-1, AFD

suppliers: group and individual sessions. Both contribute
added value to our relationships with suppliers, bringing
us closer to them and encouraging clear communications.
These training sessions are focused on topics such as the
Code of Conduct for Manufacturers and Suppliers and our
sustainability policies and procedures. Training sessions
may also deal with more specific topics, tackling particular
programmes within the Workers at the Centre strategy. In
2017, some 1,122 suppliers were trained and some 754
individual sessions carried out.

| 2.7.4. PURCHASING TEAMS

AND OTHER AREAS

Our purchasing teams are involved in ongoing awareness-
raising activities to integrate sustainability into our business
model. Thanks to the programmes developed, some 104
buyers at head offices have been trained on responsible
purchasing practices. Moreover, all new employees receive
a training plan that includes sessions on Social and
Environmental Sustainability, Product Health and Safety,
and Social Investment. In the case of recruits to head
offices, new employees receive our Hello pack, which gives
sustainability a central role.

Meanwhile, local sustainability teams have carried out 39
training activities about social sustainability and Human
Rights for 138 buyers in local offices in China, Bangladesh,
Turkey and Argentina.

Since 2017, some 66,000 employees in stores and local
offices have access to a new online training programme
where they can learn about issues concerning Inditex’s
sustainability policy.
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Employees in Inditex’s Shanghai offices (China)

I 3. STRATEGIC PLAN FOR THE SUPPLY CHAIN
2014-2018: OVERVIEW 2017

We approved our Strategic Plan for a Stable and
Sustainable Supply Chain 2014-2018 in the year 2013.
With our strategic plan we reiterate our commitment to the
United Nations Guiding Principles on Business and Human

our activity to guarantee the social sustainability of our
supply chain.

The activities developed within each of the lines of action

Rights. The plan has four lines of action (identification,
assessment, optimisation and sustainability) and provides
a roadmap with objectives and activities that have guided

and along with the Workers at the Centre programmes have
contributed to the achievement of, with one year still to go,
practically all of the specific objectives contained in the plan.

STRATEGIC PLAN FOR A STABLE AND SUSTAINABLE SUPPLY CHAIN 2014-2018

LINES OF ACTION
= o} 2

ASSESSMENT OPTIMISATION

g

J

IDENTIFICATION SUSTAINABILITY

Compliance

Monitoring Traceability Effective auditing

Programme
Training Training for auditors V\./o.rkelj Training for suppliers
participation Mature relationships
with suppliers and a
Continual . . Corrective Consolidation of the holistic approach
. Audit quality . .
improvement Action Plans supply chain

Commitment to
stakeholders

Effective and efficient reference partners with whom Inditex can share best
practices and create shared strategies
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|3.1. IDENTIFICATION
OF THE SUPPLY CHAIN

STRATEGIC OBJECTIVE 2014-2018

DEGREE OF COMPLIANCE

2017 @ 2016

Verification of the traceability of production

0% 25% 50% 75% 100%
INDITEX SUPPLY CHAIN IN 2017 (*) TRACEABILITY AUDITS 2017
Suppliers New Suppliers
with purchase Suppliers not suppliers with purchase
Geographic area in 2016 used in 2017 in 2017 in 2017 Geographic area N° of audits
Africa 141 15 25 151 Africa 485
Americas 65 24 7 48 Americas 664
Asia 938 191 233 980 Asia 513
Europe (non-EU) 179 43 46 182 Europe (non-EU) 927
European Union 482 85 66 463 European Union 32

(*) Suppliers of fashion items, mainly clothing, footwear and accessories, with a
production for Inditex of over 20,000 units/year. Suppliers with smaller production

account for 0.29% of total production.

4 See page 70 of this Annual Report.

TOTAL SUPPLIERS AND MANUFACTURERS BY GEOGRAPHIC' AREA

AMERICAS

No-of suppliers 48
No.-of factories 92

57% OF THEFACTORIES

ARE CONCENTRATED IN
PROXIMITY COUNTRIES
SUCH AS SPAIN, PORTUGAL,

MOROCCO AND TURKEY.
TOTAL SUPPLIERS 1,824
TOTAL FACTORIES 7,210

102-9.103-3, 205-1, 308-1, 412-3, AF7, AFB

EUROPEAN UNION

No. of suppliers 463

Nozof factories 2,238

BRAZIL

ARGENTINA

PORTUGAL SPAIN
MOROCCO

AFRICA

EUROPE (NON=EU)

No. of suppliers 182
No'-of factories 1,487

TURKEY CHINA

PAKISTAN ~ BANGLADESH

No. of suppliers

No. of factories

NI VIETNAM
CAMBODIA
ASIA
151 No. of suppliers 980
390 No.of factories 3,003

OUR CLUSTERS
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|3.2. ASSESSMENT
OF THE SUPPLY CHAIN

STRATEGIC OBJECTIVE 2014-2018 DEGREE OF COMPLIANCE 2017 @ 2016
Auditing system designed to evaluate and improve management methods S S S
Ensure sustainable compliance with the Code of Conduct for Manufacturers and Suppliers [

0% 25% 50% 75% 100%
Inditex’s Code of Conduct for Manufacturers and Suppliers with a permanent focus on improving the social and working
Compliance Programme is a key tool for ensuring that all the conditions of employees. Thus, the Compliance Programme
companies in Inditex’s supply chain comply with the Code of is the basis for all of the initiatives we develop to protect and
Conduct. This programme encompasses the different actions promote Human Rights and labour rights for workers, which go
designed to assess and optimise all factories and suppliers far beyond mere monitoring and assessment of these rights.

COMPLIANCE PROGRAMME

2,252

AUDITS

PRE-ASSESSMENT
AUDITS

Pre-assessment
consists of a
preliminary evaluation
of potential suppliers

and factories ‘ SPECIAL AUDITS

FEATURES SHARED BY ALL INDITEX AUDITS

performed by internal o
e externél audit'ors Inspections related to specific issues such o—— O+
without prior notice. as the health and safety of workers, and 0— ®
competence visits to ensure compliance
with the Corrective Action Plans. Carried out by Audits are Information is
internal and unannounced  obtained from
Only those suppliers external auditors various sources
that pass can join
tothe sl i, TRACEABILITY 2,621
From that moment AUDITS AUDITS /\/ f
on they are subject
to Inditex’s Minimum The aim is to verify the traceability of i .
Requirements the supply chain based on analysis of Methodology developed  Aimed at achieving
. ) internally by Inditex with continual
the information gathered from the g
stakeholders improvement

manufacturer management system.

&

Basis for the sustainability O O © WORKERS
of the supply chain (3(\]"\“\ AT THE CENTRE
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Even before they belong to Inditex’s supply chain,
all suppliers and manufacturer are  subject of a
pre-assessment audit to verify compliance with Inditex’s
Code of Conduct for Manufacturers and Suppliers
and make sure that only those complying can join our
supply chain.

PRE-ASSESSMENT AUDITS IN 2017

Geographic area Ne° of audits % Approved
Africa 97 77%
Americas 19 68%
Asia 1,551 75%
Europe (non-EU) 275 84%
European Union 310 95%

RESULTS OF PRE-ASSESSMENT AUDITS

79% 21%

. Approved Not approved

In 2017 some 2,252 pre-assessment audits were carried
out, of which some 79% had an approved result, meaning
that the company involved can receive orders from Inditex’s
purchasing teams and, from that moment, is subject of
the standards set out in the document Inditex Minimum
Requirements, which includes requirements related to
social issues, traceability, and product health and safety.

Following the pre-assessment audit, regular social audits
are carried out to assign a rating to suppliers depending on
their level of compliance with the Code of Conduct. These
audits form the basis for the creation of Corrective Action
Plans (CAP) (where breaches of the Code are detected)
and they are a vital source of information for developing
other improvement activities such as the programmes of
the Workers at the Centre strategy.

SOCIAL AUDITS IN 2017

Geographic area Ne° of audits
Africa 265
Americas 91
Asia 2,012
Europe (non-EU) 787
European Union 1,060

308-1, 412-1, £14-1, AF3, AF8, AF16

Social audits are mainly carried out by external auditors, and
their regularity varies depending on the rating obtained, with
a maximum of two years between each audit. The method
used for this type of audit is always the same, regardless
of the rating obtained by the supplier or factory, because
at Inditex we have our own social audit methodology. This
was developed jointly by Inditex, IndustriALL Global Union,
the Cambridge Centre for Business and Public Sector Ethics
and the University of Northumbria (United Kingdom).

One essential element of the social audit are interviews
with workers and their trade union representatives. These
interviews allow the auditor not only to compare the
information obtained from other sources but also to gain a
clearvision of the real picture of the factory. The other phases
of the process involve documentation review, inspection of
the facilities and interviews with management. Overall,
these elements make it possible to carry out a detailed
assessment, verifying the factory’s level of compliance with
the Code of Conduct.

In 2017, 95% of production was carried out by suppliers with
an A or B rating - those suppliers with the higher ratings
within Inditex’s own methodology. This demonstrates that
we have maintained our high standards of compliance
within the supply chain.

CLASSIFICATION OF SUPPLIERS
WITH PURCHASE IN 2017

2017
Classification * Suppliers % Suppliers % Production
A 661 36% 37%
B 962 53% 58%
C 101 5% 2%
CAP 71 4% 2%
PR 29 2% 1%

(*) Supplier A: Complies with the Code of Conduct.
B supplier: Breaches a non-material aspect of the Code of Conduct.
C supplier: Breaches a sensitive aspect of the Code of Conduct.

Supplier subject to Corrective Action Plan (CAP): Breaches of the Code of
Conduct which trigger immediate implementation of a Corrective Action Plan.

PR supplier: undergoing an auditing process.
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UPDATE OF THE SOCIAL AUDITS METHODOLOGY

In 2017 we updated our auditing questionnaire, which is a key auditor. The rating assesses compliance with each section of the
component of our social audits since it allows the auditor to code, increasing the objectivity of the result. The evaluation of
assess compliance of all aspects of the Code of Conduct for breaches has also been reviewed to increase strictness when it
Manufacturers and Suppliers. Modifications also include the comes to giving a rating in order to advance on the continual
updating of the rating system. The new questionnaire assigns improvement of our supply chain.

ratings automatically based on the responses given by the

UPDATING OF THE SOCIAL AUDIT QUESTIONNAIRE

What did we base it on?

- Best practices, lessons learned and proposals from all of the local sustainability teams.
- Experience accumulated since the previous review.

- Experience with the implementation of the Global Framework Agreement with IndustriALL Global Union.

IMPROVEMENTS INTRODUCED INTO THE QUESTIONNAIRE

The questionnaire guides the auditors through the auditing process, and does not allow them to omit any

Completeness
aspect of that process.

Ratings system The objectivity of ratings has increased.
. The final report is generated automatically based on the information gathered in the questionnaire.
Final report . I . . .
The auditor fills in the information on corrective measures.
Audit duration Its easy-to-use format reduces the time spent on paperwork.
Format Greater ease of information processing and analysis.

The most complete information related to each section of the Code of Conduct is stored in databases along

Information storage . . .
with compliance ratings.

10 AF3



Our priorities - Socially responsible supply chain

The Workers at the Centre programmes focus
on those areas and countries where analysis of
the results of social audits has revealed need

for special attention

PERCENTAGE COMPLIANCE WITH THE CODE OF CONDUCT IN THE ACTIVE
FACTORIES (*) USED BY SUPPLIERS WITH PURCHASE IN 2017

Africa

Prohibition of forced labour

Prohibition of work by youths or minors (**)

Prohibition of discrimination

Respect for freedom of association and collective bargaining

Prohibition of abuse or inhumane treatment

Hygiene at work

Wage compliance

Working hours

Environmental commitment

Regular work

Implementation of the Code (***)

Europe European

Americas Asia (non-EU) Union

@ +90% compliance +70% +50% -50%

(*) Since the questionnaire and rating system used in our social audits have been updated, the results of audits in 2017 are not comparable with previous years. For this reason
only percentage compliance for active factories in 2017 is shown. Does not include the factories rejected in 2017.

(**) Includes the lack of suitable systems for checking the age of workers.

(***) Includes the lack of suitable systems for registering and informing workers.

Updating the social audit questionnaire has made it
possible to achieve a more rigorous and exhaustive auditing
process which has also been reflected in the percentage
of compliance with the Code of Conduct by factories. This
increased strictness is accompanied by advances in the
development of our Workers at the Centre programmes,
with an emphasis on those areas and countries where
analysis of the results of social a