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=Corporate Transparency

Information (Active or Pasive)
disclosure:

reporting policies and practices
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=Repo:rting Issues - HOW?

Legal
¥ International Law
¥ National Laws

Commezxrcial

# Your own reality: type of
company, market, sector
etc.

# Competitors

# Added Value

Reputational

¥ International Standards
¥ Best Practice

¥ Added Value
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“What information?

m Financial and related non-financial information
m Non-Financial disclosure (responsible business):
m Organizational and ownership information - corporate governance

m Status and performance of the Anti-Corruption / Compliance Programme: policies
and practices

m  General Policies and Practices
m Political contributions
m Charitable contributions and sponsoring
m Violation (e.g. corruption cases) and company reaction
m Corporate sustainability, including human rights, environmental standards, climate change
impact
m  Supply chain responsibility / could even include information on public contracting
m Sector specific disclosure:
Extractive Industries
Manufacturing
Services
Financial Services
Retail
Others ( Pharmaceutical, Art Trade, Luxurious goods etc.)
m Product Specific disclosure (consumer protection)
m Operational/performance disclosure
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Reporting Issues - HOW?

m Fulfil legal requirement ( often not enough)

m Truthful and Credible: who says what about whom ( some
need external -third party- validation)

m Relevant

m Stakeholders ( Owners, shareholders, investors, clients,
consumers, public at large)

m Up to date ( flowing)

m Useful

m Clear / Easy to read (targeted)
m Accessible ( passive or active)
m Quantitative and Qualitative?
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= How: choosing level of detail

A

SUPPLY CHAIN EXAMPLE

Country/Region of suppliers
( Geographical Location)

Supply chain policies ( AC, ethical,
human rights, environmental, etc.)

Quantities per supplier by
geographical location

Implementation procedures -
description (Training, Due
diligence, contractual clauses,
procurement etc.)

Identify suppliers ( name and
location)
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Implementation Performance:
suppliers that fulfil the standard or
not, company reaction to them, risk

assessments, reports on due
diligence, sanctions, rewards,
debarment)

Practical
Example: GAP



Source: Sven Biermann: UN-TI Reporting Guidance on UNGC 10t
Principle. April 2010 / UN-TI Guidance Document 2009

How: choosing level of detail

ANTI - CORRUPTION
EXAMPLE

Commitment and Policy:

Basic Reporting Elements Desired Reporting Elements

B1 Publicly stated commitment to work against corruption in all its D 1 Publicly stated formal policy of zero-tolerance of corruption
forms, including bribery and extortion
B2 Commitment to be in compliance with all relevant laws, includingD 2 | Statement of support for international and regional legal
anti-corruption laws frameworks, such as the UN Convention against Corruption
D3 Carrying out risk assessment of potential areas of corruption
D 4 |Detailed policies for high-risk areas of corruption

D5 Policy on anti-corruption regarding business partners

Implementation:

Basic Reporting Elements Desired Reporting Elements

B3 Translation of the anti-corruption commitment into actions D 6 |Actions taken to encourage business partners to implement anti-
corruption commitments
B4 Support by the organization’s leadership for anti-corruption D7 |Management responsibility and accountability for implementation

of the anti-corruption commitment or policy
B5 Communication and training on the anti-corruption commitment |[D 8 [Human Resources procedures supporting the anti-corruption

for all employees commitment or policy
B6 Internal checks-and balances to ensure consistency with the D9 |Communications (whistleblowing) channels and follow-up
anti-corruption commitment mechanisms for reporting concerns or seeking advice
D 10 |Internal accounting and auditing procedures related to anti-
corruption

D 11 |Participation in voluntary anti-corruption initiatives

Monitoring:

Basic Reporting Elements Desired Reporting Elements
B7 Monitoring and improvement processes D 12 |Leadership review of monitoring and improvement results

D 13 |Dealing with incidents

D 14 |Public legal cases regarding corruption

D 15 [Use of independent external assurance of anti-corruption
programs
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= How: choosing level of detail

A

Ownership and Governance

Legal Form, place of registry,
headquarters and subsidiaries,
afiliations.

Governance Structure, Executive
Board and Advisory Board
members. Business relations, joint
ventures, etc.

Governance policies ( conflicts of
interest, code of ethics applicability,
etc.) and remuneration policies for
senior management and board
members.

Senior Management and Board
members names, remuneration, etc.
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Assets and Conlflicts of Interest
registry

"\

Practical
Example:
Marks&Spencer
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Strategy & Structure Goals & Objectives

Managing for V: People, Supply Chain
Performance al & Ethical, Segmental

0 Outlines 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
‘Inspect & Measure’

0 Summarises, in the Annual Report, the Group's commitment to social ility and its imp: in

attracting employees and delivering long-term shareholder value

0 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

0 FORGING SUSTAINABLE SOLUTIONS Qur strategy for forging sustainable solutions focuses
The magnitude and complexity of the challenges we
face are not an excuse for inaction. As we emphasized

in last year's report, we recognize and embrace our

on four key priorities:

Gap Inc. is passionate about social responsiility —and
we continue investing in each of these areas. Being

a socially responsible company also inspres and at-

tracts the kind of talentad and ethical people we want
working with us. In fact, many new employees cite our
commitment as a reason they joined the company. We
believe this commitment is essential to our Success as
an employer, 8 cororate citizen and a company who

brings grest brands to customers snd deliers long-

term shareholder value.

(B

In the days after we released our first social respan-
sibility report last year, it wasn't easy to see headlines
like, “Gap admits factory abuses.”

But this was mora than offset by positive responses
from the media, employees and othar stakeholders
who told us how much they appreciated our candor

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

Their respanse renewed our commitment to imprav-

From Paul Pressler

That doesn’t mean we expect our effarts to create

a competitive advantage. While ethical sourcing is an
essential part of the long-term growth and sustain-
ability of aur business, our gosl is to help improve
conditions scross the apparel industry s a whole,
And we know that's not something we can do alone,

responsibility to take a leadership role in improving
conditions in the world's garment factories. The
realities of our industry and broader operating environ-
ment, hawever, do have important implications for
the strategies we use to drive change.

Over the past few years, we have been migrating
toward a mare callabarative, integrated approach in
which wa work closely with partners in government,
civil saciety, trade unions and the commercial sector
to develop broad solutions that address the underly-
ing causas of poor working conditians and stand the
tost of time.

FORGING SUSTAINABLE SOLUTIONS

 Inspect & Measure: Make menitoring a more
effective tool for identifying problems, managng
remediation and measuring progress

 Integrate: Embed compliance directly into
business practices and supply chain operations.

 Collaborate: Work with external slakeholders
to address systemic issues that have made poor
working condilions endemic in the garment
Industry

* Communicate: Build  foundation for engoing

ing garment factory conditions, and reinforced our
belief that talking about challenges is an important
step toward resolving them.

growth and collaboration through Lransparency
and stakeholder engagement
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Gap Inc.

Retail

previous year

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

© sets out the number of approved factories during the year and explains the reason for the decrease from the

nspect & Measure
We are leweraging both our experience and the
expertise of external parties lo make our monitoring
program a more effective tool for identifying problems
and measuring progress, We want to be able to bring
the same rigor and consistency to factory monitoring
that we apply 10 other aspects of our business, like
tracking inventory flow or recording financial results,

Last year, we took an impartant step toward that
qoal when Social Accountability International [SAI)
and Verité conducted thorough assessments of our
manitoring program and inspection protocols,

e ASSESSING OUR MONITORING EFFORTS:

HOW DID WE DO IN 200

2004 FACTORY RATIN

DEVELOPING EFFECTIVE MONITORING

Dur Global Compliance team fields more then 70
individuals around the world who are &s diverse a5
the garment manulacturers from which we source.
Most of them are Vendor Compliance Officers, or
VCOs. They are the eyes and ears of our monitoring

RATING FACTO N COMPLIANCE

PERFORMANCE

In last year’s report, we introduced a rating tool that
qQuantifies our inspection data and helps us compare
factory performance from year ta year. Factories
receive ratings based on the number and type of
issues documanted during inspections over a 12-month
period, as well as how often the issues recurred and

how long it took factory management to resolve them,

Bl 2%
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COUNTRY

program. They spend their days wisiting factories,

conducting inspections, documenting violations of gur | Cambedia

COVC, and working with garment manufacturers and  [China L ]

others to build capacity for greater compliance. Bl Salvader i
Guatemala 3 4
Honduras )
Lesatho § 50

0 What do these nur

We still face many challenges with our approved
factories. However, our approval process does have

] ble impact on factory \ level:
Approved factones tend to have fewer overall compli-
ance issues than factories that have not yet gone
through the process, The only violation we find mare
frequently in approved factories is related to our
overtime policy, and this is due to the fact that we have
the opportunity to review factory records for longer
periods of time and during peak praduction cycles.

0 Monitering our approved

Once a garment factory is approved, we aim to visit it
at least once a year. For some, we conduct more
wisits. In 2004, our VCOs conducted approximately
6,750 inspections in 2,672 garment factories around
the world. This is a decrease of about 1,750 inspec-
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tory base

CTORY APPROVAL DATA

REGION

Greater China 9% A% N
North Asla n_a (]
Southeast Asia 5 %

Indian Sub-Continent M8 § §
Persian Gult | 100 0 0
North Africa

& the Migdie East » N 1
Sub-Saharan Africa A K 9
Eurepe i Russial 57 0 21 ¢
United States 8 Canada 10 0 =
Maxico, Central America

& the Caribbean 4 M 4 3
South America L)

Presents a table covering the percentage of factories with violations, split by geography, and eight violation

types, of which three are shown here

(® Provides a candid discussion addressing the

@ Sets out additional detail on the key types of
response to correct it

0 Establishes the likely trend in violations in the future

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

violation, as shown here for ‘forced labour’, including the Group's

o 2004 CODE VIOLATIONS

No. of apgroved lactories in 2004
MNo. of facteries revoked for compliance violations.

1A Lacks full compliance with local laws
1B Restricted access of Gop Inc. representatives

WA Lack of emironmental managament systamor plan (0000

MB Insufficent notification procedures in case of
erwircnmental emergency

TIA Empleyment
118 Wages & benelits

LEGEND
Ne cada viclations verified

n 1% of laclores

Viciations venhied m Less |

i L] 260
1 1 0

= = [

0 In the near term, prograss is likely to mean that we
find mare violations, not less, espacially in challenging
areas such as discrimination and fraedom of assacia-

¥) iokations verihied i b 7 1% and less than 1 es
B  Viokations verrhed in between 1% and less than 10% of factories tion, W hope that, as we work with fewer garmant
Viokations verified in betwean 10% and less than 25% of faclaris
Viokations venfied n betwean 10% and an 25% of factari manufacturers for langer periods of time, these num-
Viclations verified in etween 25% and less than 50% of factaries bers will begin to level off and, eventually, decrease

B Victations verified in mare than S0% of factories

violations in Lhe
0d thon our dala sugge:

tion, please see p. 2

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
continue to believe that these violations, and those of
freedom of association, are more widespread then our
data suggest. Many of these issues first come to our
attention threugh third parties, such as trade unions or
NGDs, rather than our own manitaring efforts. We
plan to intreduce more targeted training to improve
our wark in these areas in the future, and explore ways

@ SECTION IV - FORCED LABOR
Welo
facary

und one instance

I permilted lo

peak production season. We ri
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ater through a phy
at the
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SOURCE: PWC Best Practice Data Base www.corporatereporting.pwc.com




2 )

Disclosure. Your own decision

m What is required by the law? What standards apply to me?
Where are my standards in relation to those?

m Beyond that, what makes sense in my context? ( Regional and
local characteristics, stakeholders, market, business plan,
competitors)

m How do I reach my target audience?

m Who in my company is in charge of that? Where is the
information coming from? How do I ensure quality?

m Special, home grown Arab region transparency standard/
commitment?

m A role to play for industry associations, civil society and
companies
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