EOS Case Study

Burberry has reaffirmed its commitment to
find alternatives to incinerating surplus stock
in the midst of the coronavirus pandemic and
set a science-based carbon reduction target.
EOS has been engaging with the company on
these topics since 2018.
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ESG is a core part of Burberry’s strategy, has been for many
years and is integral to the management’s new incentive
structure. We engage with customers and investors alike

to ensure best practice is adopted. Our dialogue with EOS
was constructive and helpful as we developed stretched but
measurable targets around sustainability and the decisions
made around destroying unsaleable finished goods.

— Pamela Batty, Vice President Corporate Responsibility,
Burberry

Background

During the middle of 2018, the BBC reported that Burberry,
a British luxury fashion company, destroyed unsold clothes,
accessories and perfume worth £28.6m to protect its brand.
The public outcry that followed highlighted the resource
intensity and environmental impact of apparel production
and had a negative impact on the consumer reputation

of the company. We were concerned as to how this

would impact the brand value and long-term sustainable
operations of the company, so it was key for us to play a part
in improving this through our engagement.

e Our engagement

Following the press coverage, we raised our concerns regarding
the incineration of surplus stock in a call with the company
secretary in August 2018. We highlighted the numerous
negative environmental and societal impacts of the textile
industry. We shared a research report estimating that without
changes, the fashion industry could use up as much as a quarter
of the world’s carbon budget by 2050. We strongly suggested
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the company consider the Science Based Targets initiative (SBTi)
to set carbon reduction targets in line with the Paris Agreement.
Our discussion with the company secretary was followed by
multiple meetings and calls with the vice president of corporate
responsibility and the vice president of investor relations in
2019. In that year, the company shared that it had made a
commitment to set science-based targets within the next two
years. We commended the company announcing science-
based targets in a face-to-face meeting with the vice president
of corporate responsibility at the Burberry offices in London in
August 2019. These targets would be aligned with its “Creating
Tomorrow's Heritage” sustainability strategy initially launched

in 2017 and its goal is to ensure 100% of products have more
than one positive attribute by 2022. Furthermore, the company
informed us that it was exploring recycling and alternative uses
for garments and had joined the Ellen MacArthur Make Fashion
Circular Initiative.

After initial disruption from the coronavirus pandemic in spring
2020, we continued our dialogue with the company to discuss
its climate ambitions and circular approaches. In a video call
with the vice president of corporate responsibility and the vice
president of investor relations in June 2020, we focussed on
the potential impact the pandemic could have on progressing
towards sustainability targets and commitments to stop the
practice of surplus stock incineration. We followed up on our
previous conversations about alternatives for unsold stock
which included reducing inventory, selling stock through outlet
channels and employee sales, and donating to a charity.
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g Changes at the company

Burberry announced that it has set carbon reduction targets

approved by the Science Based Targets initiative in June 2019.

Building on its commitment to become carbon neutral in its
operational energy use by 2022, the company has set targets
to reduce absolute scope 1 and 2 greenhouse gas emissions
95% by 2022 and absolute scope 3 emissions 30% by 2030,
from a 2016 baseline. These targets have been approved

by the SBTi and the company explained that targets for
scopes 1 and 2 are consistent with reductions required to
keep warming to 1.5°C in line with the Paris Agreement. We
were also encouraged that it is undertaking cross-functional
workshops on scenario analysis and that it presented work on
alignment with the Task Force on Climate-related Financial
Disclosures at a board meeting.

Burberry has also reaffirmed its commitment initially made in
September 2019 to finding alternatives to incinerating surplus
stock, in our recent conversation with the vice president

of corporate responsibility and vice president of investor
relations around the coronavirus pandemic increasing the

risk of stock surplus in 2020. Through its collaboration with
the Ellen MacArthur Foundation, the company has promised
that all its plastics packaging will be recycled, recyclable or
compostable by 2025 and has relaunched its consumer-facing
packaging. Furthermore, the company launched its “Re-
Burberry” edit which is made from innovative materials and
introduced sustainable labelling in April 2020.

We strongly suggested t
company consider the

Based Targets initiative"ng i)
set carbon reduction targets in line
with the Paris Agreement.

Next steps

We continue our dialogue on the environmental
impact of the apparel industry and circular
innovation with Burberry, as well as discussing
labour rights and protecting staff in the light of
the ongoing pandemic.

Lisa Lange
Engagement
EOS

Burberry has also reaffirmed its commitment initially made in
September 2019 to finding alternatives to incinerating surplus
stock, in our recent conversation with the vice president of
corporate responsibility and vice president of investor relations.

Case studies are shown to demonstrate engagement, EOS does not make any investment recommendations and the information is not an offer to buy or sell securities.
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Federated Hermes

Federated Hermes is a global leader in active, responsible investing.

Guided by our conviction that responsible investing is the best way to create long-term wealth, we provide
specialised capabilities across equity, fixed income and private markets, multi-asset and liquidity management

strategies, and world-leading stewardship.

Our goals are to help people invest and retire better, to help clients achieve better risk-adjusted returns, and to
contribute to positive outcomes that benefit the wider world.

All activities previously carried out by Hermes now form the international business of Federated Hermes.
Our brand has evolved, but we still offer the same distinct investment propositions and pioneering responsible
investment and stewardship services for which we are renowned — in addition to important new strategies from

the entire group.

Our investment and stewardship
capabilities:

@ Active equities: global and regional

@ Fixed income: across regions, sectors and the yield curve
@ Liquidity: solutions driven by four decades of experience

@ Private markets: real estate, infrastructure, private equity

and debt

@ Stewardship: corporate engagement, proxy voting,
policy advocacy

Why EOS?

EOS enables institutional shareholders around the world to
meet their fiduciary responsibilities and become active
owners of public companies. EOS is based on the premise
that companies with informed and involved shareholders are
more likely to achieve superior long-term performance than
those without.

For more information, visit www.hermes-investment.com or connect with us on social media: m m u

For professional investors only. This is a marketing communication. Hermes Equity Ownership Services (“EOS") does not carry out any regulated activities. This
document is for information purposes only. It pays no regard to any specific investment objectives, financial situation or particular needs of any specific recipient.
EOS and Hermes Stewardship North America Inc. (“"HSNA") do not provide investment advice and no action should be taken or omitted to be taken in reliance upon
information in this document. Any opinions expressed may change. This document may include a list of clients. Please note that inclusion on this list should not be
construed as an endorsement of EOS’ or HSNA's services. EOS has its registered office at Sixth Floor, 150 Cheapside, London EC2V 6ET. HSNA's principal office is at
1001 Liberty Avenue, Pittsburgh, PA 15222-3779. Telephone calls will be recorded for training and monitoring purposes. EOS000692. 0009500 09/20.
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