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We believe in Bangladesh. And we belleve in the SJJstalnable im-
pact of education. That is why we are eétabhshmg the fu;st Chair
for Sustainability and Textile Innovation in Bangladesh. Our goal
is to permanently improve skill sets with regard to soeial re-
sponsihility, enwronmental protectlon anditechnical innovation
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Drtant education is for the development of -the coul

y WABWS Werner Lange, Coordinator of the Textile Cluste '

- the"Deutsche Gesellschaft flir Internationale Zusammenarbe
”7G|Z Gmm-l_‘p.Bangladesh where GIZ works since many years
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UNIVERSITY COOPERATION

We began an intensive dialogue with GIZ, Deutsche Gesellschaft
flr Internationale Zusammenarbeit (GIZ) GmbH, in October
2018. This has resulted in the establishment of a university co-
operation that will lead to the endowment of the first Chair for
Sustainability and Textile Innovation. The Ahsanullah University
of Science and Technology (AUST) in Dhaka is the Bangladeshi

Daut JL-I'IE Gesel lb“ it
fir Internatio
LLI\.--J"I'IIT"E""'-.'.F"E l -C Z) Gmbk

CHAIR

In March 2020, we joined with the project partners in appointing
candidates to the positions of Assistant Professor and Lecturer.
They will conduct research at AUST and impart knowledge based
on the latest international research into sustainability and tex-

university partner in this cooperation. In this context, AUST is
cooperating with the United Nations University Institute for
Integrated Management of Material Fluxes and of Resources
(UNU-FLORES) based in Dresden and the Technical University of
Dresden, which are contributing their expertise in sustainability

TECHNISCHE
@ UNIVERSITAT
DRESDEN

and innovation to the partnership.

|

tile innovation to future professional and managerial staff in
Bangladesh's textile industry. Over the year ahead, they will take
advantage of facilities in Dresden and at the Engelbert Strauss
headquarters to prepare for their lecturing post.




PROUDLY

MADE IN

BANGLADESH

Why Bangladesh? Everything began back in 2006, initially with
T-shirts, polo shirts and sweatshirts. We have also been manu-
facturing sophisticated cargo trousers and high-quality winter
jackets in Bangladesh since 2012. Our production facilities are
among the best in the country.

» We are proud to have achieved this in a
country that is only getting started in terms
of its economic development in many sec-
tors «, said Henning Strauss.

By investingintechnicalinfrastructure and training and by work-
ing closely with our partners, we have been able to create the
necessary conditions for the production of sophisticated pro-
ducts. And this also means greater added value in Bangladesh.

Of course, there is still a lot to do in Bangladesh. Hence, our spe-
cial commitment to education, the academic chair, the campus
in the paddies, and our traineeship for young female Bangla-
deshi students at our headquarters in Germany.

TJ & MUNMUN'

+++ WELCOME, TJ & MUNMUN!

In the summer of 2019, two students from the Asia University
for Women (AUW) in Chittagong came to our headquarters in
Germany for a six-week internship. Tajkiya (TJ) and Munmun
worked together with our sustainability team on topics such as
social standards in production and female empowerment.

Besides the mutual sharing of ideas and information, the perso-
nalaspects of the exchange were also especially important to us.
TJ and Munmun explored Germany with their colleagues: they
visited the Bundestag, Germany's national parliament, in Berlin,
strolled through Gelnhausen's old town and hiked in the Vogels-

berg volcanic region. And we were able to learn a great deal
about Bangladeshi culture from both of them. During a lunch-
time talk, for example, TJ and Munmun told their colleagues ab-

out their country and showed them a sari, a traditional Bangla-
deshi garment. They also prepared some typical Bangladeshi
cuisine.

» It was incredibly inspiring and valuable to
spend time with Munmun and Tajkiya. They
helped us to gain an even better understand-
ing of Bangladesh and its distinct culture.
This will obviously help us in our daily inter-
actions with our local partners «, said Olivia
Spiller, who was in charge of the project.




FROM BANGLADESH
TO BAD ORB

+++ MUNMUN IN THE INTERVIEW

Munmun enjoyed her time with us so much
that she applied for a one-year traineeship af-
ter her summer placement. In summer 2019,
she graduated from the Asian University for
Women in Chittagong, where she had been
majoring in Public Health and in Development
Studies. She has been living in Bad Orb since
October.

WELCOME BACK, MUNMUN! WHAT BRINGS YOU HERE AGAIN?
Thanks! Engelbert Strauss was already very welcoming. So,
now that | have finished my university education, | am really
delighted to have this opportunity to gain practical experience
with an international company.

WHAT HAVE YOU WORKED ON AT ENGELBERT STRAUSS SO
FAR?

| 'am part of the sustainability team. | was able to get a taste for
the team’s work during my summer internship and | am now
supporting ongoing projects. The great thing is that | can use
my knowledge from my studies to contribute ideas for sustain-
ability topics. As a ‘local, | have a different view of many things,
so we really complement each other within the team.

SPEAKING OF ‘LOCAL: WHAT CAN BANGLADESH LEARN
FROM GERMANY - AND VICE VERSA?

Itis important for Bangladesh to develop its infrastructure. This
is where Germany can serve as a model —such as in waste man-
agement. Another great example is Germany's social safety net.
There is little social support for the unemployed in Bangladesh.
That is why the efforts of companies like Engelbert Strauss are
so important.

WHAT CAN GERMANY LEARN FROM BANGLADESH?

So much! Bangladesh is still very traditional in many ways. Peo-
ple feel closer to each other. And we do not need very much to
be content. With increasing affluence, people can often forget
the value of gratitude and appreciation. We should hold on to
those qualities in spite of our progress.

WHERE IS BANGLADESH CURRENTLY IN ITS DEVELOPMENT?
Anincreasing proportion of young adults are gaining a universi-
ty qualification. But it's also clear that there is by no means an
equal playing field for all young Bangladeshis looking to im-
prove their education at this time. Young women in particular
do not have the same opportunities — TJ and | are the exception.
There is still a lot to be done here.

WHY IS EDUCATION SO IMPORTANT?

Education triggers a chain reaction: where there is knowledge,
there is growth. And that is how jobs are created — and with
them comes prosperity. Then more children can go to school
and learn and so on.

WOULD YOU LIKE TO RETURN TO BANGLADESH SOME DAY?
As they say: there's no place like home. | want to use my expe-
rience to help drive important developments in Bangladesh. But
first | want to learn, and Engelbert Strauss offers the perfect
environment for that.

Munmun at the market place in Bad Orb )




CAMPUS
IN THE
PADDIES

Closely linked with the professorship is the Engelbert Strauss
campus in the paddies - a development centre for the work-
wear of the future and for the training and further education of
young members of staff. As part of the course curated by Engel-
bert Strauss at AUST, teachers are being trained using the ‘train
the trainer’ method so that they can subsequently pass on their
knowledge with tailored teaching modules at the campus in the
paddies.

Construction on the facility in Chittagong in rural south Bangla-
desh is currently underway and we plan to move in at the end of
2020. There are several advantages to being this close to the actu-
al production: future staff members will be trained where there is
a vibrant textile industry, where we will test and operate the most
advanced processing technology available in the world of textiles.
Talented people from all over the world will learn and research
at the campus alongside local trainees, just like in a think tank.
We will also invite other interest groups, such as the media, non-
governmental organisations, representatives from the political
arena and customers, to visit our ‘walk-through social report.

We want to create new images in people's minds — our vision of
a future Bangladesh, you might say. Our Chittagong campus will
bring this vision to life while creating more complex textiles and
generating greater added value. Bangladesh is impressive. Ban-
gladeshis vibrant. We want to do our bit with educational projects.
And we are delighted to already say today that our products are
proudly made in Bangladesh!
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‘Nothing is more sustainable than education.” Obviously that's
true, after all, education shapes the way we think. It enables us
to understand the effects of our actions on the world and to take
responsibility for ourselves and our surroundings. We want to
give people the tools for this.

WHY IS THAT SO IMPORTANT TO ENGELBERT STRAUSS?

We are aware of the fact that sustainable attitudes and actions
are needed for long-term success. For us, this means balancing
economic considerations with environmental and social factors.
We certainly appreciate how well our company has developed.
Much of this is attributable to the people involved in our busi-
ness activities — especially to the people who manufacture our
products.

Bangladesh is particularly significant for Engelbert Strauss in
this regard. Over the years, it has become our most important

/v

production country. Proudly made in Bangladesh: together with

our long-standing partners, we have succeeded in producing
increasingly sophisticated products. We strive to ensure that
this takes place in a good working environment. We believe that
our local activities can have a wider positive impact that goes
beyond improvements in production conditions. That is why a
major focus of our involvement in Bangladesh is on educational
projects.

For many years, we have been committed to ensuring a good
working environment at all of our partner businesses through
audits, advice and training — and our latest social report shines
a light on it. We would be delighted if you could take a look and
draw inspiration from the insights!

Yours, the Strauss family

B ENGELBERT STRAUSS

SOCIAL REPORT 2019/20 |01



ENGELBERT STRAUSS

FACTS & FIGURES

ESTABLISHED

1946

HEAD OFFICE

Biebergemiind/
Frankfurt am Main,

Germany

MANAGEMENT

Norbert, Gerlinde, Steffen and Henning
Strauss - the company was originally
founded by father and grandfather
Engelbert Strauss.

customers

CUSTOMERS

LOCATIONS

workwearstores® in Biebergemiind (Frankfurt), Hocken-
heim (Mannheim), Bergkirchen (Munich) and Oberhausen
(Dusseldorf) as well as 10 wholly-owned national
subsidiaries in Europe

SALES
CHANNELS

Business customers from the skilled trades,
industry and the service sectors, plus private

Online-Shop,
catalogue,
own stores

High performance and sporty — our products
are also popular outside the world of work.

EMPLOYEES

about 1,300

PRODUCTS

Work shoes, workwear,
safety gear

Cl FACTORY

« Production facility in Germany officially opened in late
2019 and set to gradually commence operations in 2020

» Capacity of up to 400,000 shoes per year in the fully
transparently operated shoe production facility

« Photovoltaic system with 800 kWp output — equivalent to
the consumption of some 200 households

» Approximately 350 new jobs and apprenticeships

02 I SOCIAL REPORT 2019/20
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PRODUCTS

Work shoes, workwear, safety gear — we
equip our customers from the skilled
trades, industry and service sectors from
head to toe and offer supplementary
operating and office supplies. A compre-
hensive range of never-out-of-stock items
makes up over 80 percent of our products.
In addition to this, Engelbert Strauss cre-
ates new products twice a year: forspring/
summer and for autumn/winter. The focus
of our new product developments is on
safety, functionality and design.

FOOTWEAR

The right shoe whatever the job — from
work shoes to safety shoes and for protec-
tion classes S1-S5. Customised company
shoes soon also available from a shoe
factory in Germany.

CLOTHING

Mix & match — our clothing systems can
be adapted to any use and taste thanks to
their modular design.

SAFETY GEAR

All-round safety — from helmets and gloves
through to knee protectors.




SUSTAINABILITY

ORGANISATION & MANAGEMENT

Sustainability - what does that actually mean?
Althoughincreasingly talked about, thetermit-
selfis abit vague. Henning and Steffen Strauss
talk about their commitment to the people
who manufacture Engelbert Strauss products.

B

‘l

SUSTAINABILITY - WHAT DOES THIS MEAN FOR ENGELBERT
STRAUSS?
Steffen Strauss: Here at Engelbert Strauss, corporate sustain-

-

f

STEFFEN AND HENNING STRAUSS

ability means balancing social and environmental factors with
economic considerations. We are responsible for our business
activities — and are especially aware of our duties and obliga-
tions as a family business. We focus on four areas: our products,
their production, the environment and society. One of the main
objectives we work towards is the further development of social
and environmental standards in the production process for our
products.

CAN SUSTAINABILITY BE MANAGED? IF IT CAN, HOW DOES
ENGELBERT STRAUSS GO ABOUT THIS?

Henning Strauss: Our sustainability team is growing. We feel it
is especially important for it to be directly connected to all rel-
evant processes linked to production. That is why the sustain-
ability team is part of our Purchasing department. This is where
we develop products, negotiate with suppliers and make im-
portant purchasing decisions.

HOW IS THE COMPANY’S COMMITMENT TO GOOD WORKING
CONDITIONS PUT INTO PRACTICE?

Steffen Strauss: Our years of close collaboration with our pro-
duction partners serve as the lever. We account for a large
share of overall capacity in many businesses. With this comes
both influence and responsibility. We work together with inter-

national partners such as Fair Wear Foundation, a non-profit
organisation. Our common goal is to further improve working
conditions and social standards in production. On top of this,
we press ahead with our own projects, such as our ‘campus in
the paddies..

CAMPUS IN THE PADDIES - WHAT DOES THAT MEAN?
Henning Strauss: We are building a development and training
centre together with our partner in rural south Bangladesh. Lo-
cal young talent will learn and research at the campus together
with trainees from all over the world, just like in a think tank.
This is where we will test and operate the most advanced pro-
cessing technology available in the world of textiles. We will be
able to manufacture limited series and special editions there.
And we are creating a place where we can engage with stake-
holders — a ‘walk-through social report’, so to speak.

HOW DO YOU SEE THE FUTURE OF SUSTAINABILITY FOR
ENGELBERT STRAUSS?

Steffen Strauss: We believe that nothing is more sustainable
than education. Knowledge and awareness take root in a coun-
try and bring about long-term positive
change. We support this through our
education projects, such as our
Chair for Sustainability and

Textile Innovation. y
2\

FRIEDERIKE HOPPE AND l"l'

OLIVIA SPILLER L.\

RESPONSIBLE FOR

SUSTAINABILITY AT

ENGELBERT STRAUSS

» Sustainability really mat-
ters to people. And it certainly
matters to us — our commitment is

constantly evolving. That is what makes

our work so exciting. We tackle all kinds of different issues
every day. We coordinate closely with our colleagues and
production partners and involve them in social and environ-
mental matters. Olivia Spiller joined the sustainability team
at the start of the year. With her Bachelor’s degree in Fashion
Management and having completed her fashion designer ap-
prenticeship, her expertise greatly complements the many
years of experience of Friederike Hoppe, who has been in
charge of sustainability at Engelbert Strauss since 2013. «

04 I SOCIAL REPORT 2019/20
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DIALOGUE WITH STAKEHOLDERS

A lot is expected of us! Our customers are in-
terested in sustainability, but they are not the
only ones — our employees, production part-
ners and their workers, NGOs, the political
arena, the media, educational institutions
and neighbours also pay close at-

tention.

A frank exchange of views on
people and the environment is
an important part of our daily
business. This helps us to
better understand what

is needed of us - and,
therefore, to evolve. We

keep our interest groups
informed in a number

of different ways. We
provide up-to-date infor-

mation on sustainability

at  engelbert-strauss.de/
sustainability. Our social
report offers customers and
interested parties an insight
into the working conditions in our
production operations. We also take

PARTNERSHIPS

1= :
B W Bindnis fiir
Bl nachhaltige Textilien

Member since 2015
Fair Wear Foundation is an The Partnership for Sustain-

Member since 2016

independent, non-profit or- able Textiles is a German
ganisation that works with government initiative aimed
member companies and at achieving social and en-

production sites to improve vironmental improvements

working conditions in the in global textile production.
textile industry.

on board feedback and provide answers in face-to-face discus-
sions, via email and social media, and at trade fairs.

Internal transparency is especially important if we are to en-
suretransparentcommunication with our external stakeholders.
Our staff in customer service and the workwear-
stores® are offered sustainability workshops.
Sustainability is also part of the orienta-
tion workshop for all new employees.
Everyone is encouraged to engage
in open discussion of sustain-
ability.

We cultivate an ongoing
dialogue with NGOs, ed-
ucational establishments,
test institutes, the polit-
ical arena, the media and
our neighbours to ex-
change views both on site
and at several events. We

also maintain a close dialo-

gue with other partners with
whom we cooperate on sus-
tainability matters.

SYSTEM .
PARTNER IZ i i sty
tir Intareatianals
bluesign g Iurammanarbes (517) Gmak
Partnership since 2013 Partnership since 2019

The bluesign® system refers GIZ, Deutsche Gesellschaft
to safe products that are fur Internationale Zusam-
produced using methods menarbeit (GIZ) GmbH, a
that meet the strictest envi- service provider in the field
ronmental and occupational of international cooperation
safety requirements. forsustainable development
and international education
work, who is dedicated to
shaping a future worth liv-

ing around the world.

We look forward to any questions or suggestions on any aspect of sustainability.

Please send them to: sustainability@engelbert-strauss.com

B ENGELBERT STRAUSS
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You will find much more information on our commitment at:
AREAS OF EMPHASIS engelbert-strauss.de/en/sustainability

+++ What are we focusing on?

In addition to functionality and design, our understanding of
product quality includes aspects of safety, environmental
compatibility and fairness. As part of the continuous improve-

ment of our products we are always looking for materials
produced in a more sustainable way.

HIGHEST QUALITY STANDARDS

Step by step we promote new environmentally sustainable
developments and ideas, from the careful selection of the
raw materials to the product manufacturing process, through

to logistics and the disposal of packing materials.

ENVIRONMENTAL AWARENESS IN ALL COMPANY DEPARTMENTS

Above and beyond our entrepreneurial activities, we seek to
make a useful contribution to society. The focus of our so-
cial commitment is on educational projects in developing
and emerging countries.

COMMITMENT LOCALLY AND WORLDWIDE
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PRODUCTION
COUNTRIES

+++ Where do we manufacture our products?

Our products were manufactured in 28 coun-
triesin 2019 —in Europe, Asia and Africa. Most
of our manufacturing takes place in partner
businesses in Asia.

Well over half of all Engelbert Strauss workwear is produced
in Bangladesh, Laos and Vietnam. Some of the produc-

tion sites in these countries produce exclusively for En-  BOSNIA AND
gelbert Strauss. In addition to these, China, Myanmar HERZEGOVINA 5 SITES

1SITE

and Turkey are among the additional main locations.
The countries highlighted on the map are home to
our sewing operations, in which usually the

o . ALBANIA
Here the individual materials, such as 2 SITES

main part of the production takes place.

fabric, buttons and zips, are combined to 1 o1 py

facility in Germany, the new Cl-Factory, in 2020.

WHY DOES ENGELBERT STRAUSS MAKE ITS PRODUCTS PRI-
MARILY IN ASIA?

In Asia, many production companies there have developed
specific expertise and special technology — and around them
the infrastructures required for manufacturing. Based on their
particular specialisation, we work with partners from various
countries and have a positive impact on local economic de-
velopment.

DOES ENGELBERT STRAUSS DISCLOSE ITS PARTNER BUSI-
NESSES?

We list all sewing businesses on pages 32-35. From mid-2020
onwards, we will also publish the names and addresses of the
businesses on the Fair Wear Foundation website at
www.fairwear.org.

HOW LONG HAS ENGELBERT STRAUSS BEEN WORKING WITH
ITS CURRENT PRODUCTION PARTNERS?

The Strauss family and engelbert strauss company have a bond
based on trust and years of collaboration with many production
partners. We have been working with 70 percent of our part-
ners for at least six years already.

0.03 % PV

SLOVAKIA
1SITE
0.03 % PV

POLAND
2 SITES
0.04 % PV

GERMANY
7 SITES
2% PV

ITALY >

2% PV

PORTUGAL
create garments. We intend to commence 1SITE

operations in our first in-house footwear manufacturing 0.04 % PV

TURKEY
8 SITES
5%PV -

TUNISIA
5 SITES
0.5 % PV

ETHIOPIA
1SITE
0.5 % PV

LATVIA
2 SITES
0.01 % PV
BULGARIA
2 SITES
0.02 % PV
MYANMAR
ROMANIA UKRAINE 1SITE
1SITE 1SITE 6% PV
0.01 % PV 0.1% PV
CHINA
: 34 SITES
e | 18%PY

PERCENTAGE OF PRODUCTION SITES
BASED ON YEARS OF COOPERATION:

17 %

—32%

0-5 years

26% 6-10 years

[ 11-15 years
25% [ > 15years

BANGLADESH

14 SITES, 36 % PV

Our most important production
country! Our orders provide for
more than 8,000 jobs in the three
largest partner businesses alone.

SOUTH KOREA
1SITE

SRI LANKA
7 SITES
0.7 % PV

INDONESIA
INDIA 1SITE
3 SITES 0.06 % PV

0.2 % PV

PAKISTAN

12 SITES

0.9 % PV
ZIMBABWE
1SITE THAILAND
0.6 % PV 2 SITES

0.5 % PV

PV: Production volume
Status: 31.12.2019

10 I SOCIAL REPORT 2019/20
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0.1 % PV

0.2 % PV Overall, 36 percent of our production
takes place in 14 businesses.

TAIWAN

1SITE LAOS

0.1% PV 1SITE, 15 % PV
This partner business in Laos, with
some 2,500 workers, produces
exclusively for us, manufacturing
around 15 percent of all Engelbert
Strauss workwear.

MALAYSIA

1SITE

VIETNAM

6 SITES, 10 % PV

Production for Engelbert Strauss
at two of our partners in Vietnam
provides more than 1,600 people
with secure employment. Overall,
ten percent of our production takes
place in six businesses.

B ENGELBERT STRAUSS

SOCIAL REPORT 2019/20 I 1
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PRODUCTION CYCLE &
PURCHASING CRITERIA

+++ Which processes are behind our products?

Stability and trust are the basis for success-
ful cooperation with our production partners.
This foundation opens up many opportunities
to grow together with our partners and de-
velop new collections while improving local
working conditions and implementing envi-
ronmental standards.

HOW IS PRODUCTION STRUCTURED AT ENGELBERT
STRAUSS?

Eighty percent of our footwear and clothing range consists of
largely unchanged products. We only tweak their design or
functionality, if anything. Beyond our permanent range, we pre-
sent new products twice a year —in our spring/summer and au-
tumn/winter collections. In parallel to this, we bring out limited
series from time to time. We always seek to establish long-term
partnerships, as these are essential to ensuring the quality of
our products and to providing mutual development opportuni-
ties.

HOW DOES HAVING A PERMANENT RANGE AND FOSTERING
LONG-TERM COOPERATION HELP TO IMPROVE LOCAL WORK-
ING CONDITIONS?

The positive effects are felt in various areas. Long-term coop-
eration gives our production partners the certainty they need to
plan for the future. There is also less time pressure in produc-
tion, as a permanent range guarantees long production runs.
This means that production capacity can be better planned and
overtime avoided. Moreover, as workers gain experience in man-
ufacturing the product, there is less waste and better use of
resources. This is also kinder on the environment.

HOW LONG DOES IT TAKE TO DEVELOP A PRODUCT?

It takes around one year from the design stage to having a prod-
uct that is available to order. We always work one year in ad-
vance, in parallel to the current season. We issue our production
releases and orders four to six months in advance so that our
production partners have the freedom to plan accordingly. If
there are any national public holidays during this time — such
as Chinese New Year, or Eid wherever Islamic customs are ob-
served — we place our orders earlier to account for this.

HOW ARE PRICES SET?

Whenever we develop new products, we give our partner pre-
cise specifications with regard to design, material and function.
Based on this, the partner proposes a price. If this does not
seem reasonable to us, we jointly seek a solution in order to
find a fair price for both parties.

WHAT CRITERIA DOES ENGELBERT STRAUSS USE TO SELECT
NEW PRODUCTION PARTNERS?

Quality, price, performance and sustainability — these are the
most important criteria for us in deciding whether we want to
work with a supplier. With regard to sustainability, potential
production partners must commit to meeting our requirements
and those of Fair Wear Foundation. We see their agreement to
observe our Code of Conduct as the basis for a partnership. If
a partner refuses to accept these requirements or makes no
effort to meet them, we do not pursue the cooperation.

The decision is taken by the Purchasing department, involving
the purchasing manager, buyers, product developers and the
sustainability team.

FAIR WEAR FOUNDATION is focused
on the manufacturing process.
There are still few automated
processes in the majority of
sewing businesses and that
is why most people are
employed there. Fair Wear
believes that
like Engelbert Strauss can
have the greatest positive
impact on working conditions
in production in these areas in
particular.

companies
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2019

2020

SIMPLIFIED PRODUCTION CYCLE, USING A JACKET

AS AN EXAMPLE

—= KICK-OFF-MEETING

SKETCHES + CUT
DEVELOPMENT

PRODUCT
PRESENTATION

—= PRODUCTION APPROVAL

SHIPPING FROM COUNTRY
OF PRODUCTION

RAW MATERIALS PRODUCTION

™%
Yo’
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SELECTION & FURTHER

DEVELOPMENT

+++ How do we structure the cooperation with our production partners?

CODE OF CONDUCT

The basis of collaboration with our production partners is formed
by the requirements set out in our Code of Conduct. We require
all our partners and suppliers to adhere to the Code of Conduct
and we ask them to display it at their production sites so that
their employees have access to it.

ASSESSING NEW BUSINESSES

Every production site has to fill out a self-assessment form,
which provides us with valuable information about the pro-
duction conditions. Additionally, it highlights to businesses the
aspects of working conditions and environmental protection that
are important to us. Analysis of available audit reports and vis-
its to new production sites help us assess whether they meet
our standards or have the potential to develop to reach our stan-
dards.

ASSESSING THE SITUATION IN EACH COUNTRY
We ascertain to what extent human and workers’ rights are im-
plemented — for all existing and, in particular, new production
countries. We take into account country profiles and consult with
stakeholders or other brand manufacturers. We then use this in-
formation to carefully weigh up the risks and opportunities of
production in each country.

AUDITS

Audits are conducted to review and rate the extent to which the
production site is adhering to the requirements of the Code of
Conduct. We commission an independent auditing organisation
or Fair Wear Foundation auditors to carry out these audits. Fair
Wear Foundation also carries out independent audits of selected
production sites. In the course of their checks, the auditors talk
to the local managers, analyse relevant operational documents,
inspect the entire production plant and conduct confidential dis-
cussions with the employees and their representatives. At least
one member of the audit team always speaks the local language
and at least one is a certified SA8000 advanced lead auditor. We
generally announce the audit visits in advance. This ensures that
everyone with relevant responsibility is present. The costs for
all audits and follow-up visits to the site are borne by Engelbert
Strauss.

CODEO

................................
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We impose high standards on our production partners in terms of social

CONDUCT

non-recurring

recurring

o0

standards and environmental protection. We therefore choose new business
partners carefully and assist existing ones in their further development in

line with our requirements.

CORRECTIVE ACTION PLAN

If during an audit any deviations from the required standards are
identified, the auditors discuss these with the managers respon-
sible and, if there are any, the workers’ representatives while the
audit is still going on. Together we draw up a binding corrective
action plan (CAP). This lists all necessary improvements and sets
out actions and realistic timeframes for rectifying the deficien-
cies. We assist the production site in analysing the reasons for
the deviations, make suggestions for improvements and review
implementation of the actions.

SUPPLIER TRAINING

We help our production partners improve their social and en-
vironmental standards through further training. In training ses-
sions, workshops and seminars, we raise awareness among
management and workers of good working conditions and how
these can be achieved. The key topics include complaint mecha-
nisms and communication aimed at finding common solutions.

FOLLOW-UP VISITS

Depending on the outcome of the audit and to what extent the
production site is showing improvements, we arrange for audi-
tors to pay another visit. Our colleagues from Product Develop-
ment and Purchasing are also at the production sites several
times a year. During their visits, they systematically check wheth-
er and to what degree the previously deficient points have been
improved.

SUPPLIER ASSESSMENT

If partners perform well, this has a positive influence on our pro-
duction decisions. If they do not adhere to our requirements and
show no progress or will to improve, we sever our relationship.
However, this is the last resort. We much prefer to give our part-
ners opportunities and to assist them in developing and fulfilling
our specifications.

B ENGELBERT STRAUSS
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You will find the complete Code of Conduct, which
is binding for our production partners, at:
engelbert-strauss.de/sustainability

CODE OF

CONDUCT

THE KEY POINTS OF OUR SUPPLIER
CODE OF CONDUCT:

Our requirements in respect of appropriate working conditions and protection of
the environment in our production sites are summarised in our Code of Conduct.
The code forms the basis for our collaboration with our production partners.

Our Code of Conduct is based on the conventions of the International Labour Organi-
zation (ILO), the United Nations Universal Declaration of Human Rights (UDHR), the
Global Compact, the OECD Guidelines for Multinational Enterprises, and internation-
ally recognised environmental standards. In terms of content, our Code of Conduct
is in line with the strict Fair Wear Foundation Code of Labour Practices.
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Itis expected of every production partner that fulfilment of the Code of Conduct and the statutory provisions is implement-
ed through systematic management practices. This includes all employees being informed of all rights and obligations
arising from the code. If the standards have not yet been achieved, the production partner has an obligation to define
corrective actions and to implement these within a reasonable timeframe. All employees must be given a written contract
of employment that sets out all duties pursuant to labour and social welfare legislation. In addition, Engelbert Strauss
does not tolerate any form of corruption or bribery.

Working hours must at least meet the requirements of the law. Regular working hours may not exceed 48 per week.
Overtime must be voluntary. The maximum amount of overtime permitted per week is 12 hours. The employee must be
granted at least one day off per week. (ILO Conventions 1, 14 and ILO Recommendation 116 apply.)

The compensation paid for regular working hours must reach the applicable statutory minimum wage and be sufficient to
cover the cost of living and to have money left over for discretionary spending. The wage paid should therefore be a living
wage. All overtime worked must be remunerated at the statutory additional rate and all statutory wage components must
be granted. If there are any deductions from wages, these must conform to the statutory regulations. Employees must
receive written and understandable information about the precise composition of their remuneration for each accounting
period. (ILO Conventions 26, 102 and 131 apply.)

No children may be employed under the age of 15 or who have not completed statutory compulsory education. In relation
to young workers, adherence to youth protection laws must be ensured. The work entrusted to them must not constitute
a danger to health, safety or morals. Young workers should be allowed to take part in vocational training or enabled to
participate in training programmes. It must be ensured that no form of slavery or trafficking of children takes place. (ILO
Conventions 79, 142, 182 and ILO Recommendation 146 apply.)

The working relationship must be voluntary. This also includes all employees being allowed to leave the production
facility site at the end of their regular working hours. All forms of illegal disciplinary measures are prohibited. (ILO Con-
ventions 26 and 105 apply.)

All employees are to be given the statutory right to form or join trade unions. The right to collective bargaining is to be
recognised. Where legislation relating to union rights is limited, employees should be allowed to find an alternative form
of representation of employees’ interests. It is necessary to ensure that employee representatives are not exposed to
harassment, discrimination, intimidation or reprisal. They must have free access to the workplace, in accordance with the
legal provisions. (ILO Conventions 87, 98, 135, 154 and ILO Recommendation 143 apply.)

Unequal treatment based on personal or group-specific characteristics such as ethnic or national origin, skin colour,
language, political or religious beliefs, sexual orientation, gender, age, family responsibilities, marital status, disability or
membership of a labour organisation or union is not permitted. (ILO Conventions 100, 111, 143, 158, 159 and 183 apply.)

Employees must be provided with healthy and safe workplaces. The best possible solutions for industry-specific occu-
pational health and safety must be sought. Preventive measures must be implemented at least in accordance with the
legal requirements and include building safety and stability, fire safety, machine safety, chemical safety and emergency
medical care. (ILO Convention 155 and ILO Recommendation 164 apply.)

The company is required to minimise the impact of production on the environment. It must adhere to all statutory reg-
ulations and/or internationally established standards or industrial standards relating to environmental protection in
commercial operations. Operational environmental protection demands inter alia appropriate handling and disposal of
environmentally hazardous substances, waste and water, the reduction of emissions and water consumption and an
increase in energy efficiency.
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AUDIT RESULTS 2019

+++ How were the companies evaluated?

Have our production partners met our re-
quirements? Or even exceeded them? Where
is there need for development? We commis-
sioned external auditors to find out.

The following pages contain detailed information for each coun-
try on how the production sites performed during the audits.
The auditors assess each business in the audit on the basis
of the nine criteria stipulated in the Code of Conduct. For each
criterion the auditors rank the individual sites on a scale of
1to 10, depending on how well a site is implementing the Code
of Conduct's requirements. In essence the auditors examine to
what extent processes within the site are firmly established in
its systems such that any deviations are avoided. For the 'Pro-
tection of children and minors’ criterion the auditors evaluate,
for example, the production site's control mechanisms for rul-
ing out child labour. If, in addition, the site does work in support
of younger workers' training, this has a positive effect on the
rating.

We audit our suppliers about every three years. The extent to
which social and environmental standards are established in
the country, how the businesses performed in previous audits
and how much they produce for us are some of the factors that
determine whether we plan an audit. We often conduct joint au-
dits with other brand companies that have items manufactured
in the same production sites as ourselves. The goal of this co-
operation is to increase our influence on suppliers and make
efficient use of resources.

THE ASSESSMENT CRITERIA

MANAGEMENT PRACTICE

REASONABLE
HOURS OF WORK

COMPENSATION

PROTECTION OF
CHILDREN AND MINORS

EMPLOYMENT IS
FREELY CHOSEN

FREEDOM OF ASSOCIATION
AND COLLECTIVE
BARGAINING

DISCRIMINATION

OCCUPATIONAL HEALTH
AND SAFETY

ENVIRONMENT
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TOTAL POINTS SCORED

OF THE PRODUCTION SITES AUDITED IN 2019

5 % achieved
4 Points intotal

19 % achieved
5 POintS in total

24 % achieved
6 Points intotal

We achieve a high audit coverage rate: almost all Engelbert
Strauss products come from audited production partners. The
businesses in which 86 percent of our range is produced have
all been audited at least once in the last three years.

In 2019, a total of 21 audits was carried out at our production
partners’ premises. Fair Wear Foundation verified the results
in four businesses. In another two follow-up visits, our auditors
reviewed the progress made compared to the previous year's
audit results. An auditor team also made an advance visit to two
prospective production partners. Some 20 percent of the audits
were conducted jointly with other brand companies that have
products manufactured at the same production sites.

The chart shows the total points that the production sites
scored in the audits. A total of 53 percent of the businesses were
fully or largely compliant with the requirements of our Code of
Conduct. Improvements were recommended for 24 percent of
the production sites checked and deemed necessary in the case
of another 24 percent.

Overall, our partners worked hard to eliminate the deviations
from the Code of Conduct.

10 % achieved
8 POintS in total

43 % achieved
7 Points in total

1 0 Outstanding level of commitment

9 Approaching a level of commitment above the specifications

. 8 Compliant with the Code of Conduct (systematic management)
. 7 Largely compliant with the Code of Conduct
. 6 Improvements recommended
5 Improvements needed, though in non-critical areas
4 Improvements needed

3 Cause for concern

. 2 Cause for great concern
. 1 Not acceptable
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Ethiopia has long been known for its coffee exports in particular. How-
ever, the textile industry there has also been growing rapidly for
some years now and is contributing to strong economic growth. The
industry is creating thousands of new jobs in this East African coun-

try, which is beset by great poverty and high unemployment.

Ethiopia is a new production country for us. We see it as our particular
responsibility to create a good working environment there. To start pro-
duction in the country, we teamed up with a long-standing partner with
considerable experience in implementing social standards. We con-
ducted the first audit in 2019.

Social and environmental standards played a key role when setting up
the production site, but the audit still identified room for improvement.
The auditors found the production site to be fully compliant with our
requirements in respect of hours of work and the protection of children
and minors. There was no overtime and the workers surveyed were
very satisfied with their hours of work. Well-functioning hiring proc-

esses also rule out child labour.

The auditors found room for development in all other areas. In particu-
lar, they pointed to the need for a management system for social and
environmental standards that could be systematically applied throug-
hout the business. Action was also needed with regard to the ‘employ-
ment is freely chosen’ criterion, as the workers surveyed stated that it
was difficult to get permission to leave work during working hours for
health or urgent private reasons. Shortly after the audit, the production
site already held training for the relevant managers in order to speed
up the granting of approval in such cases in the future. The need for a
change to compensation levels was also identified. There is no statutory
minimum wage in Ethiopia. While the workers’ pay at the production site
isin line with local industry levels, it does not meet our requirements for
a living wage. We are now engaging with our production partner to find

a way to gradually increase wages.

The auditors discussed all of the areas for improvement in great detail
with the local management team during the audit. The team showed
great enthusiasm and is working its way through these. We are sup-
porting the measures and offering specific suggestions for further de-

velopment.
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Bangladesh is one of the world’s most densely populated countries.
About 166 million people live there, in an area just twice as big as the
Republic of Ireland. Over the years, the textile industry has become
by far the most important export sector and the driver of a sustained
pace of economic growth. Within our long-standing partnerships, our
partner businesses have developed an outstanding level of expertise
in the production of sophisticated textiles compared with the coun-

try’s typical standards. We are proud of this.

Bangladesh is our most important production country. We manufac-
tured 36 percent of our high-tech functional clothing with 10
long-standing partners there in 2019. We have audited every business
at least once within the last three years. There were seven audits, two

advance visits and one follow-up visit in 2019.

Overall, the auditors found that the businesses in Bangladesh had im-
plemented the social and environmental standards in a manner that
was compliant or largely compliant with our requirements in most cat-
egories and, as a result, had achieved the full eight points in many cat-

egories and at least seven in all.

All audited businesses have hiring processes in place that effectively
prevent child labour, for example, for which they received eight points.
Wage analyses also showed that the wages paid by our largest partners
in Bangladesh are far higher than what is typical for the country. At
all audited businesses, wages are considerably higher than the statu-
tory minimum wage. These are supplemented by a variety of bonus
schemes, such as free apartments in residential facilities, free transport
to and from work and heavily subsidised meals. Almost all production
sites also have a medical facility or company clinic as well as childcare

facilities.

The auditors’ proposed improvements mostly related to management
of social standards, freedom of association and collective bargaining,
and occupational health and safety. For example, they criticised the fact
that workers were not sufficiently informed about their rights and com-
plaints mechanisms. Worker representatives had frequently not been
freely elected by the workforce, either. We are working closely with the
businesses on these aspects and helping them to improve, such as

through joint training offerings with Fair Wear Foundation.
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A\ The worker explains how to operate the circular knitting machine.

Repeated shortcomings were found in the internal complaints proce-
dure at one of our long-standing production partners. At the same time,
several workers, especially women, reported receiving verbal and phys-
ical reprimands from colleagues or supervisors. These incidents cov-
ered all production buildings in which the partner also manufactures
for other brand companies. Management did not adequately investigate
the reported incidents. In coordination with the production partner,
Fair Wear Foundation and other brand companies manufacturing in
the same business, the incidents were resolved, disciplinary mea-
sures were taken, a new complaints procedure was put in place and all
workers and relevant managers received training on this issue. We are

closely monitoring development.

Fire and building safety is another focal area for us in Bangladesh. Ac-
tivities conducted under the Accord on Fire and Building Safety in Ban-
gladesh and the Alliance for Bangladesh Worker Safety ceased in early
2019. Therefore, an expert in electrical safety was specifically added
to the auditor team for five of the seven audits conducted that year in
order to review electrical safety. The team recommended a number of

improvements which the businesses have rigorously worked through.

While we had found that the auditors were provided with falsified work-

ing time documents at one business in 2018, they were able to view
the correct documents in a follow-up visit in 2019. The auditors were
pleased to note that the business had improved in all categories on the

basis of our suggestions.
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The People’s Republic of China is a socialist country in East Asia that
has become the world’s second-largest economy over the past 40
years. Rising prosperity has changed society and this is reflected in
greater awareness of environmental and social standards, for exam-

ple.

China is our second-largest production country: we manufacture func-
tional clothing and footwear in a total of 35 production sites. Six audits

and one follow-up visit of partner businesses were conducted in 2019.

The businesses with the biggest production volumes proved largely
compliant with our Code of Conduct. A risk specific to the country and
identified in almost all production sites relates to hours of work: in spite
of considerable wage growth in recent years, there is still a major
reliance on overtime in the Chinese businesses. However, the absolute
number of overtime hours and the amount of days worked in a row have
generally decreased. It is still customary for older workers in particular
to consider an unrelenting work ethic as a positive thing; young Chinese,

however, are less interested in signing up for additional work.

Management of small textile businesses often lack knowledge of legal
requirements. This was evident in four of our audited businesses. There
were also deficiencies with regard to occupational health and safety in
three of them. Work methods needed for the safe handling of chemicals
were not being fully implemented in those businesses, for various rea-
sons. Generally speaking, the businesses lacked competent staff with
the necessary knowledge in this area. In some cases, safety data sheets
did not indicate the actual risks, were not up to date and/or were not

available in the national language.

We are currently increasing our efforts with a view to having a long-
term impact on our partners that are in need of improvement. Armed
with the findings of the recent audits, we plan to offer specific training

aimed at improving working conditions in 2020.
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India is now the seventh-largest economy in the world. The textile
and leather industry is deeply rooted in the country’s history and is

still one of India’s most important economic sectors today.

Two production sites in northeast India currently manufacture for us.
We work with a long-standing partner in one of these. While auditing
this business, the auditors found that around a quarter of the work-
force was not in a regular employment relationship. These workers
were hired and paid through a subcontractor. The business could not
provide the auditors with any employment contracts or wage or work-
ing time documents for them, which meant that the auditors could
not comprehensively assess the employment situation. Discussions
were held with a view to resolving this. A management consultant was
brought on board and the improvements were reviewed in a follow-up
audit. This showed that the production site had now directly hired most
of the workers and could provide all necessary documents. The auditors
found evidence of considerable progress in almost all categories. They
recommended further improvements in relation to management’s
knowledge of social standards, as well as wages, the protection of
children and minors, and environmental protection on site. The produc-

tion site is now implementing these recommendations step by step.

We have only been working with the other production site for a very
short time. The audit results confirmed to us the very satisfactory im-
plementation of our requirements. The auditors awarded seven or eight
points in all categories. The management team proved itself know-
ledgeable of the social and environmental standards and is highly moti-
vated about safeguarding these. The workers interviewed also rated the
working environment as pleasant. Furthermore, worker representat-
ives are freely elected. While the business does employ numerous tem-
porary workers, it was able to provide complete and correct documents
for these. The auditors only found smaller aspects that could be im-
proved upon. These included more orientation training for new employ-
ees and individual measures relating to health and safety in the work-
place. The business implemented all corrective measures within just a

few weeks of the audit.
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Turkey is an important market for the textile industry. Over the past
few years, one of the economic challenges facing the country has

been the integration of Syrian refugees into the labour market.

One audit was conducted in Turkey in 2019. This was our third time
auditing this production partner and there were clear signs of improve-
ment. However, the audit revealed that the business had responded to
a shortage of skilled labour by hiring Syrian refugees without residence
permits. In the Turkish textile industry, these refugees are often under-
paid and employed on a discriminatory basis. In the audited company,
the 22 Syrians worked in various departments and at different hierar-
chical levels — on the same terms as Turkish workers. They could not
be officially registered as they lacked personal documents. We solved
this together by going through th