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Item 3.02 Unregistered Sales of Equity Securities.
On June 25, 2020, The Gap, Inc. (the "Company") issued warrants for up to 8,500,000 shares of the Company’s common stock ("Common Stock"), subject to
adjustment, in a private placement pursuant to the exemption from the registration requirements of the Securities Act of 1933, as amended (the "Securities Act"),
provided by Section 4(a)(2) of the Securities Act (the "Warrants"). The Warrants are being issued in connection with a Strategic Agreement entered into by the
Company and Yeezy Supply LLC, the holder of the Warrant (the "Holder"), dated June 25, 2020. The Company has relied on the exemption from registration
under the Securities Act based in part on representations made by the Holder in the agreement pursuant to which the Warrants are being issued (the "Warrant
Agreement") that it is an "accredited investor" as defined in Rule 501 under the Securities Act and that the Warrants are being acquired for investment purposes
and not with a view to or for sale in connection with any distribution thereof in violation of any federal or state securities laws.
The Warrants shall vest and may be exercised based on achievement of Net Sales (as defined in the Warrant Agreement) during the exercise period specified
in the Warrant Agreement as follows:
•
•
•

33.4% if $250 million in Net Sales is reached in a fiscal year during the exercise period;
33.3% if $450 million in Net Sales is reached in a fiscal year during the exercise period; and
33.3% if $700 million in Net Sales is reached in a fiscal year during the exercise period.

The Net Sales targets, to the extent not previously satisfied, will reset after the completion of each fiscal year, and multiple targets may be achieved in the
same fiscal year. The Warrants will vest in full upon a change of control of the Company and may vest on a pro-rata basis based on Net Sales if the Strategic
Agreement is terminated for convenience.
For each tranche of the Warrants that vests, subject to adjustment, the exercise price per Warrant for 50% of the Warrants that comprise such vested tranche
will be equal to the greater of (i) the closing price of a share of Common Stock on the date of grant or (ii) the Volume-Weighted Average Price (as defined in the
Warrant Agreement), and the exercise price of the other 50% of the Warrants that comprise such vested tranche will be $25.00 per Warrant.
Once vested, the Warrants may be exercised at the election of the Holder, in whole but not in part, by the tender to the Company of a notice of exercise. On
the exercise date, the Company will calculate the Net Payment Amount (as defined in the Warrant). In no event will the total number of shares of Common Stock
that may be exercised by the Holder result in the Holder beneficially owning more than 2.99% of the issued and outstanding shares of capital stock of the Company
on a fully diluted basis. The Company, in its sole discretion, may choose to satisfy the Net Payment Amount in cash, shares of Common Stock or a combination
thereof. In certain instances, the Warrants will be automatically exercised.
The Warrants will expire 20 business days following the date on which the Net Sales are confirmed for fiscal year 2025.
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