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Strategy & Structure Goals & Objectives
Managing for Value Peaople, Supply Chain

Performance Environmental, Social & Ethical, Segmental

@ Qutlines four key strategic priorities for forging sustainable solutions’ in the world’s garment factories and
emphasises the importance of a collaborative and integrated approach between the Group and outside partners

G Builds on these strategic priorities by setting out, in tabular format, the Group's performance during
the year against goals for each priority and establishes new goals for the coming year, as shown here for

° Summarises, in the Annual Report, the Group's commitment to social responsibility and its importance in

atiracting employees and c

g long-term jer value

Provides a candid insight, within the Social Responsibility Report, into the outside world's response to the
Group's first Social Responsibility Report and reaffirms the Group’s commitment to social responsibility

e Summarises, with the support of graphics, the Group's social responsibility initiatives by geography

and category

Gap Inc. is passionate about social responsiiity—and
e continue investing in each of these aress. Baing
a socully responsible company also inspres and at-
tracts the kind of talentad and ethical peopks we want
warking with us. In fact, many new employess cite our
commitment as a reason they joined the company. We
velieva this commitment is essential 10 cur SUCCass 35
an employer, a corporate citizen and e company who
trings great brands to customers end delvers long-
renmn sharshalder value

CATEGORIES
* Ethical Sourcing

* Employees

(E)

Inthe days atter we relaased our first social respan-
sibility report Last year, it wasn't easy fo see headlines
like, “Gap admits factory abuses.”

But this was mora than offset by pasitive respanses
from the media, employees and athar stakehalders
whe teld us haw much they appreciated our candor

= and how they wanted te wark with us to address the
challenges described in the report

Their response renewed our commitment o improv-
ing garment factory conditions, and reinfarced our
belief that talking about challenges is an important
step toward resolving them.

That doesn 't mean we expect our effarts to create

# competitive advantage, While ethical sourcing is an
essential part of the long-term grawth and sustain-
ability af our business, aur goal is to help improve
conditions across the apparel industry as a whole,
And we know that's not samething we can do alone,

EL SALVADOR
* SanSalvador: Independent Manitoring by Grupa de
Moniioreo Independiente de El Salvador |GMIES]

‘Inspect & Measure”

© rorome susTAINABLE SOLUTIONS

The magnitude and complexity of the challnges we
face are nat an excuse for inaction. As we emphasized
in lact yoar's repert, wa resagnize and embrace our
respensibility to tahe a leadership role in improving
canditions in the world's garment factories. The
realities of our industry and broader aperating environ-
mient, however, do have important implicatians for
the strategies we use 1o drve change.

CQver the past few years, we have been migrating
toward a more collabarative, intagrated approach in
which wa work closaly with partners in gavernment,
civil saciety, trada unions and the commercial sectar
to develop broad solutions that address the undarty-
ing causas of poer warking conditions and stand the
test of time.

AREAOF FOCUS  0OAL PRODRESS

Huspect & Measuse  Particiats in Shl pilal  * Pt
complance program fanai [SA |

vabustian st

Qur stratagy far farging sustainabla solutions facuses
on faur key priarities:

FORGING SUSTAINABLE SOLUTIONS

« Inspect & Maasure: Male moniring s more
elfective taol for identifying problems, ménaging
remediation and messuring progress

« Integrales Embed compliance directly inlo
business practices and supgly chain operations

= Collaborate: Work with external slakeholders
to address syslemic ssues thal heve made poor
warking condilions endernic in the garment
Industry

» Communicate: Build 2 loundztion for ongoing
growth and collaboration through Lransparency
and slakeholder engagement

O T ——

SELF-ASSESSMENT

oy il Accourtabildy [ adurra 5

R ————

* San Salvador: CIMCAW
& Community Invelvement GUATEMALA
« Guatemala Citys Independant Monitoring by the

Commizsion for the Verification of Corporate Codes of

Conduet [COVERCO] AREAOFFOCUS  0OAL
= Guatemela City: Continuous Improvement in thi

Guatemalan Warkplace ICIMGUAW]

Guatemala City: Water quality pilat program
HONDURAS tulftg iveis and fraaancy of astary sadis
® San Pedro Sula: Communily Corps volunieers mure efhuien) and sflec fne use ol A Al and Veril
# San Pedro Sula: Gap Faundaticn grants and danations COmpRINLE FESIUNES
* SanPedro Sula: Independent Monitoring by the

Indegendent Montoring Team of Handuras (EMIH]

* Tegucigalpa: CIMCAW

Inspect & Meamure  Foviaw COVE 10 acdress geficion- . ¥ 1 SABUDY s
cies and inzrease s gnimen) wih ¥
ather coses.

stanc

Resiew manitoring pretocal far

Beweiop a new data collect wn
apalem

Further sntancy axormal asdear o R —
taining for compliance (eam

g an detection

e



Gap Inc. Retail

G Expands on each strategic priority, as shown here for ‘Inspect & Measure’

@ Explains the process for monitoring Group factories using their unique factory rating process and scoring tool
and provides, in tabular format, factory rating data by country

0 Discusses the impact of the Group'’s factory approval programme on overall compliance levels, supported by
quantitative analysis of the success rate of new factory approvals by region

0 Sets out the number of approved factories during the year and explains the reason for the decrease from the

o Presents a table covering the percentage of factories with violations, split by geography, and eight violation
types, of which three are shown here

G Establishes the likely trend in violations in the future

Provides a candid discussion addressing the increase in one of the violation types - discrimination - found in
the Group's factories and how these violations may be more widespread than the data suggests

@ Sets out additional detail on the key types of violation, as shown here for ‘forced labour', including the Group’s

previous year

e spect & Maasure

We are leveraging both our experience and the
expertise ol external parties to make our monitoring
program a mare effective tool for identifying problems.
and measuring progress, We want to be able 1o bring
the same rigor and conssstency to factory monitoring
that we apply to other aspects of our business, like
tracking inventory flow or recording financial resuls,

@ HC

Last year, we took an impartant step toward that

qaal when Social Accountability International [SAl)
and Verité conducted thorough assessments of our

monitaring pregram and inspection protocols,

ESSING OUR MONITORING EFFORTS

010 WE DO IN 20042

CTIVE MONITORING

Dur Global Compliance team fields more then 70
individuals around the world who are &3 diverse o9
the garment manulacturers from which we source.
Mozt of them are Vendor Compliance Officers, or
VCOs, They are Ihe eyes and ears of our monitoring
program. They spend thewr days wsiting factories,
conducting inspactions, documenting violations of our

COVC, and working with garment f: sand

others to build capacity for greater compliance

RATING FACTORIES ON COMPLIANCE

JRMANCE

In last year's report, we introduced a rating tool that
quantifies our inspection data and helps us compare
factary performance from year to year. Factories
receive ratings based on the number and type of
Issues documented during Inspections over a 12-month
period, as well as how olten the issues recurred and
how long it taok factary management to rasolve them,

0 What da these nur 2 APPROVAL DATA
We still face many challenges with our approved (
factories. However, our approval process doas have
@ measurable impact on factory compliance levels.
Approved factonies tend to have fewer overall comli«
ance tssues than factories that have not yet gone o
through the process, The only violation we find more Greater China L [
frequently in approved factories is related to our | North Asia LT | ]
overtime policy, and this is due to the fact that we have | Southeast Asia (] )
the opportunity to review factary records for longer Indian Sub-Cantinent Mo §
periods of time and during peak production cycles. Perslan Gull 1100 0

North Alricy

o Manlter(ng aur approved tactory base & the Migdie East ¥ n ! B
Once 8 garment factory is approved, we aim tovisitt | St SsharanAlri O A ¢
at least ance a year. For some, we conduct more Eurepe linchudingRussial 570 21 ¢
wisits. In 2004, our VCOs conducted approximataly Uit N ® 3 B
6,750 |nspe<lwr.\s In 2,672 garment factories around ::“r;mm'h P i

© Juanita Olay&"isbmmisstiBon: |y

response to correct it

o 2004 CODE VIOLATIONS

REQION'
No.of approved factories in 2004
Mo, of acterses sevoked lor compliance violations

1A Lacks full compionce with Tocal laws
1B Restricted eccess of Gap nc. representatives

HIA Lack of environmental managament systom or plan

B Insuffivent notification procedures in case of
ewircnmental emergency

1A Ergleyment
1B Wages & benelits

d in between 10% anz

Viciations venfied m Betwean 25% and less than 50

I Victatons veriied in mare than 50% of faclones

o more

alaticas n thes
eread than our dols sagges
s

tiun, phease see p 20

o Notably, we also saw small increases in our documen:-
tation of factories with cases of discrimination. In part,
this demonstrates what our team learned from the SAI
training sessions in October 2004, Nonetheless, we
cantinue to believe that these violations, and those of
freedom of association, are more widespread then our
data suggest. Many of these ssues first come Lo our
attention through third parties, such as trade unions ar
NGOs, rather than our own manitoring efforts. We
plan to introduce more targeted training to Improve
our wark in these areas in the future, and explore ways

of more nforma

i Y,
277

In the near term, prograss is likaly to mean that we
find mare violations, not less, espacially in challenging
argas such as discrimination and freadom of associax
tion, We hopa that, as we work vath fewer garment
manufacturers for longer periods of time, these num-
bers will begin to level off and, eventually, decrease.

SECTION IV - FORCED LABOR

We found ore imstanco in 2

lactary were not permitied |
pezk groduction season We r
W also fo

production area

nainlaing

wiring workers Ic
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