1
Gap Inc. CDP Climate Change Questionnaire 2021 Tuesday, August 10, 2021 ““ DP

DISCLOSURE INSIGHT ACTION

Welcome to your CDP Climate Change
Questionnaire 2021

CO. Introduction

C0.1

(C0.1) Give a general description and introduction to your organization.
The Gap, Inc. (Gap Inc., the "Company", "we", and "our") was founded in San Francisco in
1969. Today, Gap Inc. is a leading global retailer offering clothing, accessories and personal
care products for men, women and children under the Old Navy, Gap, Banana Republic,
Athleta, Intermix, Janie and Jack, and Hill City (closed in January 2021) brands, with
approximately 117,000 employees, including part-time and full-time employees. Gap Inc.
products are available for purchase worldwide through company-operated stores, franchise
stores, and e-commerce sites. (as of FY’20).

As our business evolves, we continue to work on further integrating sustainability into our core
business and interactions with all stakeholders, including the suppliers that make our branded
products. We believe sustainability promotes innovation and improves employee engagement,
operational efficiency, productivity, and ultimately, our profitability.

Our Athleta brand is certified as a benefit corporation ("B Corp"), furthering its commitment to
using business as a force for good to drive social and environmental impact by meeting
rigorous standards across social and environmental performance, accountability and
transparency. Additionally, to further uphold Athleta’s commitments to people and the planet,
Athleta, Inc. amended its legal charter to become a Delaware Public Benefit Corporation. We
plan to leverage the learnings from Athleta as a case study for Gap Inc., providing a benchmark
and roadmap of potential opportunities for greater social and environmental impact across the
enterprise.

The inclusion of information contained in the responses below to this questionnaire are being
made in good faith based on information that is available to the Company as of January 30,
2021 and should not be construed as a characterization regarding the materiality or financial
impact of that information to investors in Gap, Inc. For a discussion of risks that are material to
investors in Gap, Inc., please see our Annual Report on Form 10-K for the year ended January
30, 2021 filed with the Securities and Exchange Commission, our subsequent Quarterly
Reports on Form 10-Q and our Current Reports on Form 8-K. Given the inherent uncertainty in
predicting and modelling future conditions, caution should be exercised when interpreting the
information provided. In addition, the controls, processes, practices and infrastructures
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described in the responses below are not intended to constitute any representation, warranty or
other assurance that such controls, processes, practices and infrastructures will result in any
specific outcome, result or achievement of a stated target.

FORWARD LOOKING STATEMENTS

The responses to this questionnaire contain forward-looking statements within the “safe harbor”
provisions of the Private Securities Litigation Reform Act of 1995. All statements other than
those that are purely historical are forward-looking statements. Words such as “expect,”
“anticipate,” “believe,” “estimate,” “intend,” “plan,” “project,” and similar expressions also identify
forward-looking statements. Forward-looking statements include, among others, statements
regarding the extent to which our investments in recycled fibers and solar energy will further our
ability to achieve our climate-related targets and goals, and the extent to which achievement of
our science-based climate targets will further our long-term enterprise-wise strategic objectives.

Because these forward-looking statements involve risks and uncertainties, there are important
factors that could cause our actual results to differ materially from those in the forward-looking
statements. These factors include, without limitation, costs and supply chain risks associated
with global sourcing and manufacturing, the risk that changes in the regulatory or administrative
landscape could adversely affect our ability to source raw materials consistent with our climate
and sustainability strategies, and risks associated with the impact of COVID-related store
closures and stay-at-home restrictions globally. Additional information regarding factors that
could cause results to differ can be found in our Annual Report on Form 10-K filed with the
Securities and Exchange Commission on March 16, 2021, as well as our subsequent filings
with the Securities and Exchange Commission. These forward-looking statements are based
on information as of January 31, 2021. We assume no obligation to publicly update or revise
our forward-looking statements even if experience or future changes make it clear that any
projected results expressed or implied therein will not be realized.

C0.2

(C0.2) State the start and end date of the year for which you are reporting data.

Start date End date Indicate if you are providing emissions data for

past reporting years

Reporting February 1, January 31, No
year 2020 2021

C0.3

(C0.3) Select the countries/areas for which you will be supplying data.
Bangladesh
Cambodia
Canada
China
China, Hong Kong Special Administrative Region
France
India
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Indonesia

Ireland

Italy

Japan

Mexico

Puerto Rico

Sri Lanka

Taiwan, Greater China
Turkey

United Kingdom of Great Britain and Northern Ireland
United States of America
Viet Nam

C0.4

(C0.4) Select the currency used for all financial information disclosed throughout your

response.
USD

C0.5

(C0.5) Select the option that describes the reporting boundary for which climate-

related impacts on your business are being reported. Note that this option should

align with your chosen approach for consolidating your GHG inventory.
Operational control

C1l. Governance

Cl1

(C1.1) Is there board-level oversight of climate-related issues within your
organization?
Yes

Cl.la

(C1.1a) Identify the position(s) (do not include any names) of the individual(s) on the
board with responsibility for climate-related issues.

Position of Please explain

individual(s)

Board-level The Gap Inc. Governance and Sustainability Committee (the “Committee”) of its
committee Board of Directors (the “Board”) assists the Board in fulfilling its oversight

responsibilities relating to the Company’s corporate governance matters, including
the development of corporate governance guidelines, periodic evaluation of the
Board, oversight of the Company’s programs, policies and practices relating to
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social and environmental issues and impacts, and such other duties as directed by
the Board.

Specifically related to sustainability, the Committee's responsibilities mandates that
they review and evaluate Company programs, policies and practices relating to
social and environmental issues and impacts to support the sustainable growth of
the Company’s businesses. The Committee executed the review of enterprise goals
for addressing climate change, which included our 50% Scope 1 and 2 reductions
targets, new science-based targets that aim to reduce absolute Scope 1 and 2
GHG emissions by 90%, and Scope 3 GHG emissions from purchased goods and
services by 30% by 2030, respectively, compared to the Company’s 2017 levels.
As part of this science-based target, the Company has committed to increase its
annual sourcing of renewable electricity from 0% in 2017 to 100% by 2030 for our
owned and operated facilities globally.

Cl.1b

(C1.1b) Provide further details on the board’s oversight of climate-related issues.
Frequency with  Governance Please explain

which climate- mechanisms into

related issues are which climate-related

a scheduled issues are integrated
agenda item

Scheduled — some | Reviewing and guiding | Gap Inc.’s Board, and particularly the Board’s

meetings strategy Governance and Sustainability Committee, oversees
Reviewing and guiding |the Company’s Global Sustainability Program and
major plans of action receives regular updates directly from its Chief

Growth Transformation Officer, who is accountable for
enterprise-wide strategy and, in collaboration with the
Company’s Chief Legal Officer, all of the Company’s
Environmental, Social and Governance (“ESG”)
strategies. The Committee oversees and approves
strategy, goals and progress related to climate
change and other environmental issues. The full
Board receives written updates quarterly. This
includes reviewing our Scope 1 and 2 science-based

Reviewing and guiding
risk management
policies

Reviewing and guiding
annual budgets
Reviewing and guiding
business plans

Setting performance

objectives target and our Scope 3 target. The Committee also
Monitoring oversees major capital expenditures related to our
implementation and Global Sustainability Program, such as our Fern and
performance of Fresno distribution solar projects that became
objectives operational in 2020.

Overseeing major
capital expenditures,
acquisitions and
divestitures
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Monitoring and
overseeing progress
against goals and
targets for addressing
climate-related issues

Cl.2

(C1.2) Provide the highest management-level position(s) or committee(s) with
responsibility for climate-related issues.

Name of the position(s) Responsibility Frequency of reporting to the
and/or committee(s) board on climate-related
issues
Other C-Suite Officer, please | Both assessing and managing Quarterly
specify climate-related risks and
Chief Growth opportunities
Transformation Officer
1

¢ 1Board of Directors - Sustainability & Governance Committee

Cl.2a

(C1.2a) Describe where in the organizational structure this/these position(s) and/or

committees lie, what their associated responsibilities are, and how climate-related

issues are monitored (do not include the names of individuals).
The Chief Growth Transformation Officer is a member of the Senior Leadership Team and
reports to the Chief Growth Officer. As head of the Strategic Growth Office, this role oversees
the Company’s long-term strategic planning and new business development and operations in
support of growth initiatives. The Chief Growth Transformation Officer leads the Company’s
corporate development, strategy, new business operations, Gap foundation, government affairs
organizations, and sustainability functions, As the head of sustainability, the Chief Growth
Transformation Officer has oversight over climate-related decisions, such as reviewing the
Company’s progress towards their science-based targets (aligned to SBTi guidance) and
renewable energy goals, approving budgets, as well as strategic engagements with suppliers to
encourage energy and water efficiency practices.

C1l.3

(C1.3) Do you provide incentives for the management of climate-related issues,
including the attainment of targets?

‘ Provide incentives for the management of climate-related issues Comment

Row 1 |Yes
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Cl.3a

(C1.3a) Provide further details on the incentives provided for the management of
climate-related issues (do notinclude the names of individuals).

Entitled to Type of | Activity Comment
incentive incentive |inventivized
Management | Monetary |Emissions We empower our employees to drive change and
group reward reduction support our efforts to improve environmental
project sustainability. Many of our best ideas come from our

employees, and we actively encourage and support
sustainable innovation in each of our brands. The
incentives we provide for innovation across the
Company, while not solely dedicated to climate change
or the environment, may be awarded for work on
reducing emissions, meeting targets, leading emissions
reduction initiatives and piloting innovative programs
which actively respond to environmental issues. For
example, annual performance bonus plans provide
financial incentives to reward our employees for
achieving Company and/or individual performance goals,
including environmental initiatives or programs. The
objectives of our bonus plans are: To reward financial
performance, achievement of organization and individual
goals and to support the company’s pay-for-performance

philosophy.
All employees | Monetary | Efficiency The Exceed Award is Gap Inc.’s company-wide spot
reward target bonus program. The cash award is designed as a tool to

reward team members in real-time who demonstrate
superior performance and generate results above and
beyond the expected job scope. The Exceed Award may
be given to an individual or a team for outstanding
performance in a variety of areas, including
environmental sustainability initiatives such as work on
reducing emissions, meeting targets, leading emissions
reduction initiatives and piloting innovative programs
which actively respond to environmental issues.

C2. Risks and opportunities

C2.1

(C2.1) Does your organization have a process for identifying, assessing, and

responding to climate-related risks and opportunities?
Yes
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C2.1a

(C2.1a) How does your organization define short-, medium- and long-term time
horizons?

From (years) To (years) Comment
Short-term 1 3
Medium-term 3 5
Long-term 5 10

C2.1b

(C2.1b) How does your organization define substantive financial or strategic impact

on your business?
In 2020, we defined substantive strategic impact from climate-related risks to be one that has a
high likelihood to (a) adversely impact the Company’s annual consolidated revenues by at least
$500 million and/or annual operating income by at least $10 million and/or (b) have a materially
adverse impact on our business operations.

C2.2

(C2.2) Describe your process(es) for identifying, assessing and responding to climate-
related risks and opportunities.

Value chain stage(s) covered
Direct operations
Upstream
Downstream

Risk management process
Integrated into multi-disciplinary company-wide risk management process

Frequency of assessment
More than once a year

Time horizon(s) covered
Short-term
Medium-term
Long-term

Description of process
We utilize multiple avenues for identifying, assessing and responding to climate change
risks and opportunities.
At the enterprise level, the Risk Management and Internal Audit teams across various
business departments (operations, supply chain, and etc.) conduct annual climate
assessments to identify and assess climate-related risks across our upstream,
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downstream, and direct operations. Risk identification is conducted through methods
such as interviews with the Company’s top executives and Board members,
benchmarking, supply chain risk mapping, and engagement with sustainability experts
and stakeholders. On an annual basis, the Risk Management and Internal Audit teams
communicate the risk assessment findings to our Global Sustainability team and other
company executives. The Global Sustainability team, reporting into our Chief Growth
Transformation Officer, regularly evaluates the climate-related risks with the Risk
Management and Internal Audit teams to develop recommendations and mitigate
potential risks. The process we use to evaluate these risks includes climate resiliency
strategy work, goal-setting and coordination with our brands and business functions
(store audits, logistics, sourcing) to ensure that we are appropriately assessing the risk,
possible interventions and associated investments prior to making a decision.
Specifically, within our supply chain, we require Tier 1 suppliers of branded products,
and strategic Tier 2 suppliers, to use the SAC's Higg index to perform environmental
self-assessments that are then verified by third-party verifiers.

At the asset level, our Business Continuity Planning (“BCP”) team analyzes, prioritizes
and helps to mitigate asset risks resulting from extreme weather, natural hazards and
other external events. The BCP team uses predictive and actual models from the
National Oceanic and Atmospheric Administration (“NOAA”) and other national and
international agencies as well as integrated Google Earth tracking tools that are overlaid
against all of Gap Inc.’s facilities for tracking potential and actual impacts. The team
uses a Risk Assessment Tool (“RAT”) to determine the event, Company risk and the
residual risk remaining after preparedness plans are developed.

Physical Risk Case Study

Through our Supply Chain Risk Management team, it was identified through supply
chain risk mapping and research from sustainability experts that there was a potential
for extreme weather events, such as flooding or drought, in countries in which we
source cotton. This was assessed as a likely risk, with a medium magnitude of impact.
Through engagement with the sustainability department, it was determined that in order
to mitigate cotton-related sourcing risks, we must refocus our textile fiber strategy to be
more diversified. As such, we took steps to source fibers that are more sustainable (i.e.
have a lower carbon footprint, reduced impact on biodiversity or lower water footprint
compared to conventional materials), such as recycled polyester, recycled nylon,
organic, recycled, Better Cotton Initiative (BCI) cotton, and man-made cellulosic
materials (Lenzing). In 2020, 35% of our fibers were sourced from these more
sustainable sources.

Transitional Risk Case Study

Through benchmarking, the Risk Management team has identified the transitional risks
of current and emerging regulations as it relates to climate change and the GHG
emissions of Gap Inc. This was assessed as a likely risk, with a large magnitude of
impact as non-compliance to these mandates can follow extreme fines. Through the
Global Sustainability team leveraging benchmarking and current research on climate
scenarios, we were able to make a decision to push for 100% renewables for our owned
and operated facilities globally to reduce our dependence on fossil fuels and mitigate
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potential impacts resulting from use of fossil fuels. In addition, we incorporated climate
impacts in our evaluation of preferred fibers within our raw materials sourcing strategy
with a goal to reduce Scope 3 emissions related to purchased goods and services to
minimize both the climate and water impacts of our raw materials. This process was
also incorporated in setting our science-based target, which used the science-based
target initiative’s tool to assess overall ambition in line with the Absolute Contraction
Method, which had a range of 16% (2-degree scenario) to 32.5% (WB2C).

(C2.2a) Which risk types are considered in your organization's climate-related risk
assessments?

Relevance & Please explain

inclusion

Current
regulation

Relevant,
always
included

Current regulation directly impacts our operations, manufacturing and
sourcing, and is considered within our risk assessments. Current
regulation on climate change can impact energy prices, compliance
costs, sourcing availability and costs as well as ability to operate in
markets. Specifically, in our supply chain, China has implemented the
Chinese Environmental Law, which sets regional caps on GHG
emissions. This has affected the textile mills and cut-sew facilities from
which we source, thus requiring shifts in sourcing location or causing
delays in production. We consider existing regulations in where we
source and how we aim for compliance. We use our supplier selection
process, combined with monitoring of regulatory landscapes to monitor
potential impacts.

Emerging
regulation

Relevant,
always
included

Emerging regulation potentially impacts our operations, manufacturing
and sourcing, and is considered within our risk assessments.

Emerging regulation on climate change can impact energy prices,
compliance costs, sourcing availability and material costs as well as
ability to operate in markets. For example, California has an emerging
Senate Bill 260 (Climate Corporation Accountability Act), which seeks
to mandate corporations operating in California and generating over $1
billion in revenue to disclosure annual Scope 1, 2 and 3 emissions
starting in 2025. The passing of this Bill has the potential to lead to
increased compliance costs for Gap Inc.

Technology

Relevant,
always
included

Technological improvements and innovations in materials and textiles
for our products can impact our ability to achieve our climate change
goals. For example, we are currently collaborating with the Hong Kong
Research Institute of Textiles and Apparel (“HKRITA”) to foster the
development of recycled polyester fibres, specifically, to identify a
separation method of spandex from used garments and denim
decolourisation for recycling. Recycled polyester fibres require less
energy to produce than traditional polyester, and by enabling the
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development of this process, we believe it will help to achieve our
climate change goals and further ourwimission to develop eco-friendly
production processes and technology solutions throughout the
industry.

Legal

Relevant,
always
included

We may face legal risks from claims made on our products in
connection with our marketing and communication efforts associated
with the climate impact of our products. An example of this are risks
related to greenwashing, which can potentially damage our brand
reputation. To counteract the possibilities of greenwashing, we train
our product and marketing teams to adhere to the U.S. Federal Trade
Commission’s (“FTC”) “Green Guides” to ensure that product climate
change-related information is accurate and. Further, our Global
Sustainability and Legal team regularly conduct risk assessments by
reviewing public-facing language in accordance with the FTC “Green
Guides.”

Market

Relevant,
sometimes
included

Market shifts have implications for our sourcing, production and
business. As climate impacts such as extreme weather, drought, or
flooding, may cause shifts in raw materials, we may face
transportation, sourcing availability risk or increased costs. An
example is one of our most reliant raw materials, cotton. As a result of
our cotton sources facing high risk from climate impacts, apparel and
textile industries have shifted to build resiliency around cotton, such as
BCI, which is captured in our goals to source more sustainable cotton.
Awareness of the competitive landscape based on the Company’s
benchmarking efforts demonstrates that many retail and apparel
companies have begun to address market risk from climate-related
impacts.

In 2018, we completed and rolled out our Preferred Fiber & Materials
Toolkit. The tool empowers product teams to select the best fibers
based on sustainability impacts such as emissions / energy, alongside
water, chemicals, land use, biodiversity, social conditions, animal
welfare, potential for circularity, improved conditions for women, and
commercial and performance considerations. We updated this toolkit
periodically as industry research becomes available and our product
teams continue to be trained on how to use this resource. This toolkit
was gifted to Textile Exchange in 2020 with the hope of open-sourcing
this information to guide the industry towards meaningful change.

Reputation

Relevant,
always
included

We believe that doing our part to address the global issue of climate
change may also affect our reputation with customers, employees and
investors, as well as environmental and human rights organizations
and other stakeholders. In 2020, we conducted a sustainability
customer insights study to better understand the reactions and
motivations of customers towards sustainability — the results of this

10
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survey were used to guide investment and programmatic resources
into our brands sustainability initiatives. We have also actively
leveraged our membership in Ceres' BICEP initiative and our
membership in the Retail Industry Leaders Association (“RILA”) to
advocate for progressive policy action on climate and energy issues at
the local, state and federal level, and have also publicly affirmed our
commitment to the Paris Climate Agreement and the #wearestillin
movement. We assess our reputation through monitoring media
inquiries and stories, performing customer insight evaluations and
scoring of investor-facing disclosures and rankings, such as CDP,
DJSI, IPE CITI Report, MSCI, ISS, and others.

Acute Relevant, The supply and cost of certain agricultural commaodities, particularly
physical always cotton, is critical to our business. Cotton is used in the majority of our
included products, and Gap Inc. is a major buyer of cotton in the apparel

industry. Acute physical climate-related events such as droughts or
extreme heat can cause changes in agricultural production,
precipitation or weather in key cotton-producing countries (e.g., China,
India, Pakistan, U.S.). This could impact the availability and cost of the
cotton that is used to make many of our apparel products. We use
forecasting to predict risks, and use tools such as our Preferred Fiber
Toolkit to shift our sourcing choices to those that have lower climate
change risks and impacts. We also work with suppliers, such as BCI,
to evaluate how to build resilient supply chains.

Chronic Relevant, Chronic physical climate-related events such as flooding, droughts or
physical sometimes another extreme precipitation events that affect a substantial share of
included the global cotton supply could lead to a significant increase in the cost

of sourcing our products. In 2011, a severe drought in a major cotton
producing country contributed to lowering our gross profit margin by
several percentage points, which could occur again given that cotton
prices have risen over the last few years.

Chronic physical risks are assessed by our Business Continuity
Planning team at the asset level, using predictive and actual models
from the NOAA and other national and international agencies. When
impacted from events such as hurricanes, we evaluate financial and
physical impacts and build those risks into future planning processes.

C2.3

(C2.3) Have you identified any inherent climate-related risks with the potential to have
a substantive financial or strategic impact on your business?
Yes

C2.3a

(C2.3a) Provide details of risks identified with the potential to have a substantive
financial or strategic impact on your business.

11
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Identifier
Risk 1

Where in the value chain does the risk driver occur?
Direct operations

Risk type & Primary climate-related risk driver
Current regulation
Enhanced emissions-reporting obligations

Primary potential financial impact
Increased indirect (operating) costs

Company-specific description
The Company is mandated by Building Energy Compliance Services in several states
across the country including California, New York, Maine, Colorado, Texas and Ontario,
CA to benchmark and disclose energy and water consumption and GHG emissions for
some of its operations. For example, per California Assembly Bill 802 (CA AB 802),
businesses are required to report energy data for buildings in California that are larger
than 50,000 square feet. Since 2017, the Company has been reporting requested data
for the EPA’s EnergyStar program (24 sites were included in 2020). Additional
emissions reporting regulations, such as these are expected to contribute to an increase
in indirect operational costs related to reporting and procuring the energy that is needed
to run our 3,000+ stores, office locations, and distribution centers (“DCs”) in the U.S.
and international markets. Our stores and DCs account for a majority of the Scope 2
climate emissions and energy consumption for the Company’s owned and operated
facilities. Inability to comply with additional emissions reporting obligations may result in
fines.

Time horizon
Short-term

Likelihood
More likely than not

Magnitude of impact
Medium-low

Are you able to provide a potential financial impact figure?
Yes, an estimated range

Potential financial impact figure (currency)

Potential financial impact figure — minimum (currency)
168,000

Potential financial impact figure — maximum (currency)
672,000

12



A C
Gap Inc. CDP Climate Change Questionnaire 2021 Tuesday, August 10, 2021 “‘ DP

DISCLOSURE INSIGHT ACTION

Explanation of financial impact figure
Failure to comply with CA AB 802 can result in fines from $500 to $2,000 per day from
when data is due to the day data is provided. The figure is calculated using the $500 as
the lower range and $2,000 as the higher range, multiplied by the 24 facilities required
to comply with the assembly bill, CA AB 802. Assuming that it would take 14 days to
comply with the regulation, this would result in a potential financial impact of $168,000
for the lower range and $672,000 for the higher range.

Lower range: $500 * 24 sites * 14 days=$168,000
Higher range: $2,000 * 24 sites * 14 days=$672,000

Cost of response to risk
200,000

Description of response and explanation of cost calculation
In response to the mandates, the Company is currently working on developing an
Energy Management System (EMS) and has assigned a dedicated team member to
monitor climate-related regulations.

Costs to respond to the risk is the sum of the $50,000 for the internal government
affairs employee to monitor climate-related regulations and $150,000 to develop the
EMS. $50,000+$150,000=$200,000.

Comment

Identifier
Risk 2

Where in the value chain does the risk driver occur?
Upstream

Risk type & Primary climate-related risk driver
Chronic physical
Changes in precipitation patterns and extreme variability in weather patterns

Primary potential financial impact
Increased direct costs

Company-specific description
A high percentage of Gap Inc.’s product is made from cotton, primarily grown in
countries such as China, United States, India and Pakistan, all of which face climate-
related impacts to production. As climate impacts may cause shifts in availability for raw
materials that we use in our products, especially cotton due to extreme weather, drought
or flooding, we may face sourcing risk or costs. For 2020, we saw a 60% year-over-year
increase in direct costs from our cotton suppliers in the Indian states of Madhya Pradesh
and Maharashtra due drought and heat in these areas.

13
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We focus our cotton strategy around building fiber security and maintaining a
comprehensive evaluation of cotton sourcing risks, as well as building a more
sustainable source of cotton that is better for people and the planet.

We are working closely with our top suppliers to support our company-wide policy to
eliminate our use of wood-derived fibers from ancient and endangered forests.. This
commitment helps protect critical forests and also supports our efforts to tackle climate
change, as forest ecosystems are vital natural resources that promote biodiversity,
protect watersheds and help mitigate the release of carbon dioxide into the atmosphere.

Time horizon
Long-term

Likelihood
Likely

Magnitude of impact
Medium

Are you able to provide a potential financial impact figure?
Yes, a single figure estimate

Potential financial impact figure (currency)
10,600,000

Potential financial impact figure — minimum (currency)
Potential financial impact figure — maximum (currency)

Explanation of financial impact figure
Raw material costs are expected to increase due to climate related risks in our global
supply chain. Currently raw material costs are stable but we anticipate variability in raw
material costs in the future. Commaodity prices of cotton or recycled polyester are
variable and fluctuate based on market forces and external impacts such as drought,
flooding and consumer sentiment. The figure is based on the average increase of
transitioning towards organic cotton in India over the next ten years.

Cost of response to risk
105,050,000

Description of response and explanation of cost calculation
We continue to focus our risk mitigation strategy on fibers that account for approximately
97% of our fiber consumption: cotton, polyester, nylon and man-made cellulosics, such
as rayon and modal. In addition, we are taking steps to source more sustainable
synthetic fibers, including recycled polyester and nylon, as part of our work to lower our
scope 3 emissions.

14
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To demonstrate our focus on sustainable fibers, Gap Inc. is committed to sourcing more
sustainable cotton by 2025. Our individual brands, Gap, Banana Republic, and Old
Navy have all committed to an earlier timeframe by which to achieve this goal to
sourcing 100% of their cotton from more sustainable sources. This includes organic,
recycled and BCI cotton. Recycled cotton has now grown to be our second-largest
source of sustainable fiber after BCI Cotton.

We are also in the process of identifying our raw-material suppliers in order to eliminate
sourcing of wood-derived fibers from ancient and endangered forests. At this time, we
have identified wood-derived fiber sources for over 80% of the Company’s cellulosic
fiber volume, and none source wood-derived fibers from ancient and endangered
forests.

Our management approach of favouring more sustainable sources of raw materials may
incur direct and indirect costs. Our main raw materials are commaodities, and systemic
management of climate change impact requires coordinated effort across the industry.
We partner with organizations such as BCI. This initiative comes with a membership
cost, as well as a cost that is variable with our sourcing volumes. The number provided
is the membership fee cost for large companies as defined by BCI ($50,000) and
Retailers and Brand members pay as a variable Volume Based Fee ($105,000,000).
$50,000+$105,000,000=$105,050,000

Comment

Identifier
Risk 3

Where in the value chain does the risk driver occur?
Direct operations

Risk type & Primary climate-related risk driver
Acute physical
Increased severity and frequency of extreme weather events such as cyclones and
floods

Primary potential financial impact
Decreased revenues due to reduced production capacity

Company-specific description
With over 3,900 stores (in 2020) and other owned & operated facilities globally, Gap
Inc.’s operations are at physical risk to the changing climate including fires, floods,
droughts and other extreme weather events that damage facilities and make them
unable to operate their normal business functions. For example, in response to

15
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Hurricanes Maria, Irma and Harvey, Gap Inc. stores were evacuated due to flood and
damage risk and employees provided with support during recovery periods.

Time horizon
Short-term

Likelihood
Likely

Magnitude of impact
Medium

Are you able to provide a potential financial impact figure?
Yes, a single figure estimate

Potential financial impact figure (currency)
17,439,366

Potential financial impact figure — minimum (currency)
Potential financial impact figure — maximum (currency)

Explanation of financial impact figure
Risk of natural disasters caused by extreme weather events related to climate change
are increasing. For example, during Q3 of 2017, Hurricanes Harvey, Irma and Maria
impacted our retail footprint for a limited duration, which included the closure of a
combined total of 277 of our stores, for an average of approximately 6 days,
representing 0.1% of our total store days lost. We believe that the average loss in sales
for one store closed is about $10,493 per day. Therefore, the estimation is based on the
calculation of the 2017 hurricane events.

277 stores x 6 days x $10,493 loss in sales/store/day = $17,439,366

Cost of response to risk
0

Description of response and explanation of cost calculation
To manage the cost of extreme weather events, we purchase insurance where
advisable and, in many cases, especially in the case of flood insurance, this is built into
our insurance premiums, therefore equating to $0 costs to the response to this risk.
Additionally, we maintain business continuity plans for potential impacts, including the
continuation of pay for affected workers. During Q3 of 2017, Hurricanes Harvey, Irma
and Maria impacted our retail footprint for a limited duration, including the closure of a
combined total of 277 of our stores. When impacted from events such as hurricanes, we
evaluate financial and physical impacts and build those risks into future planning
processes. We implemented our business continuity plans, for example, at some of our
stores following these severe storms and continued pay of employees affected by the
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event.

Management costs are built into our overall business continuity planning, human
resources and internal risk management controls. Specific management costs for
climate-related risks have not been isolated. As such, the cost of response to risk is 0.

Comment

C24

(C2.4) Have you identified any climate-related opportunities with the potential to have
a substantive financial or strategic impact on your business?
Yes

C2.4a

(C2.4a) Provide details of opportunities identified with the potential to have a
substantive financial or strategic impact on your business.

Identifier
Oppl

Where in the value chain does the opportunity occur?
Direct operations

Opportunity type
Energy source

Primary climate-related opportunity driver
Use of lower-emission sources of energy

Primary potential financial impact
Reduced direct costs

Company-specific description
In June 2018, we finalized an agreement to develop an additional 3-megawatt solar
array at our Fresno, California distribution center. The project, which we believe will
result in the equivalent of removing 254 passenger cars from the road, annually, is
anticipated to offset more than half of the energy load at our Fresno facility and is
projected to reduce energy expenses. Construction of this array is now complete and is
generating power. We are continuing to explore the possibility of combined renewable
energy and storage opportunities in our distribution center network.

In 2019, together with four other companies—Bloomberg, Cox Enterprises, Salesforce,
and Workday—we formed a first-of-its-kind Virtual Power Purchasing Agreement (a
“VPPA”) partnership that is enabling us to procure a total of 42.5 megawatts of a 100-
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megawatt solar project in North Carolina. Historically, it has been difficult for individual
companies with smaller energy needs to procure solar from large projects due to high
transaction costs and complicated contract processes. By joining forces, however, we
have expanded our buying power, and we will able to share best practices with other
companies that wish to replicate this innovative model. Each company is projected to
receive approximately the same amount of energy from the project. Gap Inc. has
contracted for 7.5 megawatts of solar energy, which we believe will offset 100 percent of
the energy load for our Athleta brand’s retail stores. The project began generating
energy in Dec 2020.

In August 2019, we signed a 90 Megawatt (MW) VPPA for the Aurora Wind Project with
Enel Green Power North America, marking one of the largest offsite renewable energy
contracts by an apparel retailer. We believe that the 12-year agreement will enable us to
reach our 2020 goal to reduce absolute Scope 1 and 2 greenhouse gas (GHG)
emissions for owned and operated facilities by 50 percent compared to 2015 by
providing us an estimated 374-gigawatt hours of renewable energy (GWh) each year.
The project came online in late 2020 due to COVID related construction delays.

Time horizon
Short-term

Likelihood
Very likely

Magnitude of impact
High

Are you able to provide a potential financial impact figure?
Yes, a single figure estimate

Potential financial impact figure (currency)
502,000

Potential financial impact figure — minimum (currency)
Potential financial impact figure — maximum (currency)

Explanation of financial impact figure
We estimate a cost savings annually from our onsite solar installation of approximately
$502,000. The $502,000 was derived from the assumed energy priced around 8c/kWh
with the project yielding about 6.3 million kwh annually (6.3 million kwWh X $0.08/kWh =
$502,000) for the Fresno solar project. We estimate these costs through our agreement
to purchase this energy at a fixed price over a period of time.

We forecasted earnings from our two VPPA projects of roughly $3 million annually

based on a number of financial scenarios. However, this is highly dependent on monthly
solar and wind energy pricing and due to the varied weather events earlier this year, we
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have seen that these forecasts are extremely unreliable and thus we are not including a
financial impact figure from these above.

Our two additional renewable energy projects are contract for difference structured
PPAs in which we have committed to paying a fixed price for the clean power
generated. That fixed price will be settled against the fluctuating market prices for the
two separate projects, with the potential for significant incremental cost to Gap Inc. or
cost savings depending on future energy prices. The decision to engage in these two
VPPA contracts was done by looking at numerous forward looking financial scenarios,
and agreeing to take on the increased financial risk of these transactions in order to
achieve our 50% emissions reduction goal, bring additional renewable energy
generation onto the U.S. electrical grid, and hedge against the potential increase in
brown power prices.

Cost to realize opportunity
720,000

Strategy to realize opportunity and explanation of cost calculation
We are installing solar production capability that is projected to generate the majority of
the electricity used by our distribution facility and are purchasing renewable energy
capacity that we believe will offset the power consumption of the majority of our
operations — all three renewable energy projects were operational in 2020/early 2021,
bringing new renewable energy to the grid and helping accelerate the transition to a
cleaner economy. The costs to realize this opportunity is based on the costs for the
Fresno solar installation project. ($420,000) plus the legal fees incurred for the two
VPPA projects ($300,000). The VPPA projects did not incur any installation costs
($420,000 + $300,000=%$720,000).

In 2017, Gap Inc. signed on to the Science Based Targets initiative (“SBTi") to align its
climate goals with the scientific consensus and core commitment of the Paris
Agreement to limit global warming to less than 1.5 degrees Celsius. In December 2018,
Gap Inc. joined with other leading fashion brands to deepen its climate commitment by
signing onto the new UN Fashion Industry Charter for Climate Action and committing to
carbon neutrality by 2050. We followed up on these commitments by setting our
science-based targets which include sourcing 100% clean energy for owned and
operated facilities globally by 2030, working to reduce absolute scope 1 and 2 GHG
emissions by 90% and scope 3 GHG emissions from purchased goods and services by
30% by 2030 from a 2017 base.

Comment

Identifier
Opp2

Where in the value chain does the opportunity occur?
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Upstream

Opportunity type
Resource efficiency

Primary climate-related opportunity driver
Reduced water usage and consumption

Primary potential financial impact
Reduced indirect (operating) costs

Company-specific description
We require all Tier 1 suppliers of branded products, and our identified strategic Tier 2
mills, to report on energy consumption, emissions and other environment indicators
using the Sustainable Apparel Coalition's (“SAC”) Higg Index Facility Environment
Module (“FEM”). Our Environmental Capability Building and Supplier Sustainability field
teams actively engage suppliers to encourage and assist them with reporting. We are
also working on integrating environmental data, including water use, into our sourcing
scorecards and decisions for suppliers.

In 2020, 89 percent of our cut and sew manufacturers and 80 percent of strategic fabric
mills and dyehouses suppliers completed the Higg FEM questionnaire. Since 2017, we
have expanded our use of the FEM 3.0 to collect data from mills’ self-assessments.
Increasingly, these self-assessments are verified by third parties. We use this data to
help understand our impact and identify specific opportunities to work with our suppliers
to achieve better resource efficiency.

Time horizon
Short-term

Likelihood
Likely

Magnitude of impact
Medium

Are you able to provide a potential financial impact figure?
No, we do not have this figure

Potential financial impact figure (currency)

Potential financial impact figure — minimum (currency)

Potential financial impact figure — maximum (currency)

Explanation of financial impact figure
We do not have a financial impact figure.
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Cost to realize opportunity
225,000

Strategy to realize opportunity and explanation of cost calculation
We have worked with various suppliers on projects to improve their environmental
performance. As an example, we developed our own Mill Efficiency Program in China in
2017, in which we partnered with a Chinese environmental engineering firm in a year-
long assessment of energy and water savings opportunities at 6 textile mill facilities. We
expanded the program to 18 additional facilities in 2019. Together, these facilities
achieved more than 3.76 billion liters of water savings and more than 37,000 tons of
carbon dioxide equivalent per year. Another example is with our partnership with
Apparel Impact Institute, Clean by Design and PaCT in Bangladesh where we reduced
emissions across our Tier 1 and Tier 2 facilities. This has resulted in a reduction of
56,368 in CO2 since 2017. Through our projects with suppliers, we see the opportunity
to implement the Higgs to understand our supplier's environmental performance and
help to reduce their impacts.

Our management and participation in these projects is performed through many
initiatives — among them: Race to the Top in Vietham, India Water Partnership,SAC, the
Apparel Impact Institute (“Aii”) and our own environmental capability building program.

Our total costs include the costs of the membership programs that Gap Inc. is

associated with ($150,000) and the average funds to help vendors with energy
efficiency projects ($75,000). $150,000+$75,000=$225,000.

Comment

Identifier
Opp3

Where in the value chain does the opportunity occur?
Direct operations

Opportunity type
Products and services

Primary climate-related opportunity driver
Development and/or expansion of low emission goods and services

Primary potential financial impact
Increased revenues through access to new and emerging markets

Company-specific description
Our brands are committed to integrating sustainability into their end-2-end process: from
the materials they source, to the suppliers they work with, while educating and
communicating sustainability directly with our customers, through our products, on our
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e-commerce sites and in our stores about our efforts to produce responsibly. We have
committed to sustainability goals & targets that reduce the impact of the fibers we use in
our product. We have done this, by committing to sourcing more sustainable fibers,
including Better Cotton , recycled cotton and recycled polyester, as well as cellulosic
fiber that is not from High Carbon Stock or High Conservation Value forests, all of which
have opportunities to realize reduced carbon emissions through the supply chain.

Time horizon
Medium-term

Likelihood
More likely than not

Magnitude of impact
Medium

Are you able to provide a potential financial impact figure?
No, we do not have this figure

Potential financial impact figure (currency)
Potential financial impact figure — minimum (currency)
Potential financial impact figure — maximum (currency)

Explanation of financial impact figure
We are continuing to evaluate the full financial impact / opportunity related to shifting
consumer preferences on sustainability. Estimating financial impact / opportunity is
challenging, as customer choices and sales depend on a wide variety of factors, to
which sustainability is but one contributing factor. Some of our more prominent
sustainable product offerings to our customer base include: Gap’s “Gap for Good”; Old
Navy “Heart Earth”, Banana Republic “Better Republic”, and Athleta’s B-Corp
Certification. Gap, Old Navy, Athleta and Banana Republic have all committed to
sustainability goals and are communicating their progress to their customers.

Cost to realize opportunity
105,050,000

Strategy to realize opportunity and explanation of cost calculation
All our brands have established executive sustainability steering committees, defined
their own priorities and goals, and led strategy workshops on sustainability with cross-
functional product teams. Our Gap, Banana Republic, Old Navy, and Athleta brands
have announced public sustainability goals to reduce the environmental impact of their
products.

Over the past three years, brands have been working to increase use of more
sustainable raw materials, guided by Gap Inc.'s preferred fibers toolkit, and using more
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efficient fabric dyeing and finishing techniques. These materials, as demonstrated by
Life Cycle Assessments, conserve water resources, use less energy, emit less
greenhouse gases and hazardous chemicals than their conventional counterparts.

Our management approach of favoring more sustainable sources of raw materials may
incur direct and indirect costs. Our main raw materials are commodities, and systemic
management of climate change impact requires coordinated effort across the industry.
We partner with organizations such as BCI to reduce our risk and to promote broader
change. This initiative comes with a membership cost, as well as a cost that is variable
with our sourcing volumes. The number provided is the membership fee cost for large
companies as defined by BCI ($50,000) and Retailers and Brand members pay as a
variable Volume Based Fee ($105,000,000). $50,000+$105,000,000=$105,050,000

Comment

C3. Business Strategy

C3.1

(C3.1) Have climate-related risks and opportunities influenced your organization’s

strategy and/or financial planning?
Yes, and we have developed a low-carbon transition plan

C3.1a

(C3.1a) Is your organization’s low-carbon transition plan a scheduled resolution item
at Annual General Meetings (AGMs)?
Is your low-carbon transition plan a scheduled resolution item at AGMs? Comment

Row | No, but we intend it to become a scheduled resolution item within the next two
1 years

C3.2

(C3.2) Does your organization use climate-related scenario analysis to inform its

strategy?
No, but we anticipate using qualitative and/or quantitative analysis in the next two years

C3.2b

(C3.2b) Why does your organization not use climate-related scenario analysis to
inform its strategy?

We have just engaged advisors to assist in mapping our fiber security and future supply chain.
As part of this engagement we plan to employ climate scenarios to inform the fiber security and

future geographic and technology required to operate our global supply chain sustainably.

23



1
Gap Inc. CDP Climate Change Questionnaire 2021 Tuesday, August 10, 2021 ““ DP

DISCLOSURE INSIGHT ACTION

In 2017, Gap Inc. signed with SBTi to develop our targets for Scope 3 emissions and create a
baseline by analyzing environmental data collected from our finished product (Tier 1) and textile
manufacturing (Tier 2) suppliers using the SAC’s Higg Index. In the next two years, we plan to
use this data to implement into the climate-related scenario analysis and to work closely with
our top facilities to improve their energy efficiency. We also plan to explore investments and
partnerships in renewable energy where the policy landscape enables those opportunities.

C3.3

(C3.3) Describe where and how climate-related risks and opportunities have
influenced your strategy.

Have climate-related | Description of influence

risks and

opportunities

influenced your
strategy in this area?

Products and | Yes Climate change risks and opportunities from droughts and
services floods have large impacts on our product strategy in the
short (1-3 year) and medium (3-5 year) time horizon. Our
raw materials are subject to climate change risks. This is
particularly true of cotton, which is an extremely important
input for Gap. The most substantial strategic decision that
has been made was to set a goal to source 100%
sustainable cotton across all our brands by 2025, which
lowers the climate change and water impact of our products
and builds resiliency into our supply chain. Additionally, Gap
Inc. joined the US Cotton Trust Protocol in 2020 and is
currently in the pilot phase of implementing the protocol with
results looking to mitigate cotton risks and diversifying
sources.

In addition, in response to the climate change risks and
opportunities to cotton, our Athleta, Gap and Banana
Republic businesses are taking steps to source more
sustainable synthetic fibres, including recycled polyester
and recycled nylon, and have joined the Textile Exchange’s
2025 Recycled Polyester Challenge which is committed to
increasing recycled polyester in the fashion industry from
14% to 45% by 2025, which also reduces greenhouse

gases.
Supply chain |Yes Climate change risks and opportunities from increasing
and/or value environmental regulatory enforcements have impacted our
chain supply chain/value chain strategy in the short-term (1-3

year) time horizon. The most substantial strategic decision
we made was the implementation of the Higg Index to
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gather environmental performance of our suppliers, and to
identify and address violations. For example, our fabric mills
in China are subjected to an annual evaluation by the
Institute of Public and Environmental Affairs (“IPE”) where
they measure the pollutants released and transferred in real
time. This data gets sent through the Higg platform where
we can identify climate-related and water-related violations
and work with the mills to implement corrective actions.

In 2020, we completed a full evaluation of our Tier 1 and 2
suppliers against the monthly IPE database to check and
update the system and monitored each new factory in
China. We found that 7 Tier 1 and 7 Tier 2 mills were found
with climate-related violation records in the IPE database.
We sent out a public explanation and delisting audit
requests immediately once the violation records were
identified. We were able to remove 9 facilities from the
violation records successfully by the end of the year.

Investment in
R&D

Yes

Climate change risks and opportunities from the shift
towards textile c