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FORWARD-LOOKING STATEMENTS
This Quarterly Report on Form 10-Q contains 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 simil
expressions also identify forward-looking statements. Forward-looking statements include, but are not limited to,
statements regarding the following:
the impact of the adoption of new accounting standards;
total store closures in fiscal 2016, including winding down Old Navy operations in Japan and closure of select Banana
Republic stores, primarily internationally;
impact of store closures and streamlining measures, including annualized savings, lost sales, tax expense, and
restructuring costs;
recognition of unrealized gains and losses from designated cash flow hedges into income;
the impact of the potential settlement of outstanding tax matters and the closing of audits;
the impact of losses due to indemnification obligations;
the outcome of proceedings, lawsuits, disputes, and claims;
Old Navy’s near-term growth ambitions anchored in North America and Mexico, as well as China and its franchise
operations;
eontinuing investment in our mobile digital capabilities;
further enhancing our shopping experience for our customers;
ereation of a more efficient operating model;

the impact of foreign exchange rate fluctuations on our financial

results;
current cash balances and cash flows being sufficient to support our business operations, including growth initiatives
and planned capital expenditures;
ability to supplement near-term liquidity, if necessary, with our $500 million revolving credit facility or other
available market instruments;
the impact of the seasonality of our operations;
dividend payments in fiscal 2016; and
the impact of changes in internal control over financial reporting.
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, the following:
the risk that adoption of new accounting pronouncements will impact future results;
the risk that we or our franchisees will be unsuccessful in gauging apparel trends and changing consumer preferences;
the risk that changes in global economic conditions or consumer spending patterns could adversely impact our results
of operations;
the highly competitive nature of our business in the United States and internationally;
the risk that if we are unable to manage our inventory effectively, our gross margins will be adversely affected;
the risk that the failure to attract and retain key personnel, or effectively manage succession, could have an adverse
impact on our results of operations;
the risk that we are subject to data or other security breaches that may result in increased costs, violations of law,
significant legal and financial exposure, and a loss of confidence in our security measures, which could have an
adverse effect on our results of operations and our reputation;
the risks to our efforts to expand internationally, including our ability to operate under a global brand structure and
operating in regions where we have less experience;

the risk that foreign currency exchange rate fluctuations could adversely impact our financial

results;
the risks to our business, including our costs and supply chain, associated with global sourcing and manufacturing;
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the risks to our reputation or operations associated with importing merchandise from foreign countries, including
failure of our vendors to adhere to our Code of Vendor Conduct;

the risk that trade matters could increase the cost or reduce the supply of apparel available to us and adversely affect
our business, financial condition, and results of operations;
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the risk that our franchisees’ operation of franchise stores is not directly within our control and could impair the value
of our brands;
the risk that we or our franchisees will be unsuccessful in identifying, negotiating, and securing new store locations
and renewing, modifying, or terminating leases for existing store locations effectively;
the risk that our investments in omni-channel shopping initiatives may not deliver the results we anticipate;
the risk that comparable sales and margins will experience fluctuations;
the risk that changes in our credit profile or deterioration in market conditions may limit our access to the capital
markets and adversely impact our financial results or our business initiatives;

the risk that updates or changes to our information technology (“I'T”) systems may disrupt our

operations;
.the risk that failure to maintain, enhance, and protect our brand image could have an adverse effect on our results of
operations;
.the risk that natural disasters, public health crises, political crises, or other catastrophic events could adversely affect
our operations and financial results, or those of our franchisees or vendors;
the risk that changes in the regulatory or administrative landscape could adversely affect our financial condition,
strategies, and results of operations;
the risk that we do not repurchase some or all of the shares we anticipate purchasing pursuant to our repurchase
program; and
the risk that we will not be successful in defending various proceedings, lawsuits, disputes, claims, and audits.
Additional information regarding factors that could cause results to differ can be found in our Annual Report on Form
10-K for the fiscal year ended January 30, 2016 and our other filings with the U.S. Securities and Exchange
Commission.
Future economic and industry trends that could potentially impact net sales and profitability are difficult to predict.
These forward-looking statements are based on information as of September 2, 2016, and 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.
We suggest that this document be read in conjunction with Management’s Discussion and Analysis included in our
Annual Report on Form 10-K for the fiscal year ended January 30, 2016.
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PART I - FINANCIAL INFORMATION
Item 1. Financial Statements.

THE GAP, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

($ and shares in millions except par value) July 30, January 30, August 1,

2016 2016 2015
ASSETS
Current assets:
Cash and cash equivalents $1,681 $ 1,370 $ 1,043
Merchandise inventory 1,951 1,873 2,005
Other current assets 669 742 899
Total current assets 4,301 3,985 3,947
g’g(’)g;:ity and equipment, net of accumulated depreciation of $5,903, $5,644, and 2755  2.850 2,740
Other long-term assets 681 638 600
Total assets $7,737 $ 7,473 $ 7,287

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:

Current maturities of debt $424 $ 421 $20
Accounts payable 1,224 1,112 1,206
Accrued expenses and other current liabilities 1,063 979 954
Income taxes payable 70 23 4
Total current liabilities 2,781 2,535 2,184
Long-term liabilities:

Long-term debt 1,321 1,310 1,328
Lease incentives and other long-term liabilities 1,076 1,083 1,104
Total long-term liabilities 2,397 2,393 2,432

Commitments and contingencies (see Note 12)

Stockholders’ equity:

Common stock $0.05 par value

Authorized 2,300 shares for all periods presented; Issued and Outstanding 398, 397,

and 410 shares 20 20 20
Additional paid-in capital 31 — —
Retained earnings 2,509 2,440 2,507
Accumulated other comprehensive income (loss) (1 ) 85 144
Total stockholders’ equity 2,559 2,545 2,671
Total liabilities and stockholders’ equity $7,737 $ 7,473 $ 7,287

See Accompanying Notes to Condensed Consolidated Financial Statements

1
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THE GAP, INC.
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)

13 Weeks Ended 26 Weeks Ended
July 30, August 1, July 30, August 1,

($ and shares in millions except per share amounts) 2016 2015 2016 2015

Net sales $3,851 $3,898 $7,289 $7,555
Cost of goods sold and occupancy expenses 2,414 2,440 4,643 4,715
Gross profit 1,437 1,458 2,646 2,840
Operating expenses 1,158 1,089 2,145 2,085
Operating income 279 369 501 755
Interest expense 18 17 37 22
Interest income (2 ) (1 ) (3 ) (2 )
Income before income taxes 263 353 467 735
Income taxes 138 134 215 277
Net income $125  $219 $252  $458
Weighted-average number of shares - basic 398 417 398 419
Weighted-average number of shares - diluted 399 418 399 421
Earnings per share - basic $0.31 $0.53 $0.63 $1.09
Earnings per share - diluted $0.31 $0.52 $0.63 $1.09
Cash dividends declared and paid per share $0.23  $0.23 $0.46 $0.46

See Accompanying Notes to Condensed Consolidated Financial Statements
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THE GAP, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Unaudited)

13 Weeks Ended 26 Weeks Ended
July 30August 1, July 30August 1,

($ in millions) 2016 2015 2016 2015

Net income $125 $219  $252 $ 458
Other comprehensive income (loss), net of tax:
Foreign currency translation 22 ) (13 ) 9 (7 )

Change in fair value of derivative financial instruments, net of tax (tax benefit) of
$27, $17, $(9) and $13

Reclassification adjustment for (gains) losses on derivative financial instruments, 3 (19 )1 (40 )
net of tax of $(2), $(8), $(6) and $(17)

Other comprehensive income (loss), net of tax 21 )4 86 ) (21 )
Comprehensive income $104 $ 223 $166 $ 437
See Accompanying Notes to Condensed Consolidated Financial Statements

(7 ) 36 96 ) 26
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THE GAP, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
26 Weeks Ended

. . July 30, August 1,
($ in millions) 2016 2015
Cash flows from operating activities:
Net income $252 $458
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 303 294
Amortization of lease incentives (31 ) (31 )
Share-based compensation 36 43
Tax benefit from exercise of stock options and vesting of stock units € ) 23
Excess tax benefit from exercise of stock options and vesting of stock units (1 ) (24 )
Non-cash and other items 62 (12 )
Deferred income taxes (14 H2
Changes in operating assets and liabilities:
Merchandise inventory G2 H)yaz24 )
Other current assets and other long-term assets 31 36
Accounts payable 102 36
Accrued expenses and other current liabilities 20 ) (56 )
Income taxes payable, net of prepaid and other tax-related items 92 (16 )
Lease incentives and other long-term liabilities 23 )13
Net cash provided by operating activities 734 642
Cash flows from investing activities:
Purchases of property and equipment (270 ) 301 )
Other (1 ) (1 )
Net cash used for investing activities 271 ) 302 )
Cash flows from financing activities:
Proceeds from issuances under share-based compensation plans 16 53
Withholding tax payments related to vesting of stock units a7 ) (68 )
Repurchases of common stock — 622 )
Excess tax benefit from exercise of stock options and vesting of stock units 1 24
Cash dividends paid (183 ) (192 )
Other 23 (1 )
Net cash used for financing activities (160 ) (806 )
Effect of foreign exchange rate fluctuations on cash and cash equivalents 8 (6 )
Net increase (decrease) in cash and cash equivalents 311 472 )
Cash and cash equivalents at beginning of period 1,370 1,515
Cash and cash equivalents at end of period $1,681 $1,043
Non-cash investing activities:
Purchases of property and equipment not yet paid at end of period $46 $70
Supplemental disclosure of cash flow information:
Cash paid for interest during the period $41 $39
Cash paid for income taxes during the period, net of refunds $143  $266

See Accompanying Notes to Condensed Consolidated Financial Statements
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THE GAP, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

Note 1. Basis of Presentation

The Condensed Consolidated Balance Sheets as of July 30, 2016 and August 1, 2015, the Condensed Consolidated
Statements of Income and the Condensed Consolidated Statements of Comprehensive Income for the thirteen and
twenty-six weeks ended July 30, 2016 and August 1, 2015, and the Condensed Consolidated Statements of Cash
Flows for the twenty-six weeks ended July 30, 2016 and August 1, 2015 have been prepared by The Gap, Inc. (the
“Company,” “we,” and “our”). In the opinion of management, such statements include all adjustments (which include
normal recurring adjustments) considered necessary to present fairly our financial position, results of operations, and
cash flows as of July 30, 2016 and August 1, 2015 and for all periods presented. The Condensed Consolidated
Balance Sheet as of January 30, 2016 has been derived from our audited financial statements.

The accompanying unaudited Condensed Consolidated Financial Statements have been prepared in accordance with
the rules and regulations of the Securities and Exchange Commission. Accordingly, certain information and
disclosures normally included in the notes to the annual financial statements prepared in accordance with accounting
principles generally accepted in the United States of America (“GAAP”) have been omitted from these interim financial
statements, although the Company believes that the disclosures made are adequate to make the information not
misleading. We suggest that you read these Condensed Consolidated Financial Statements in conjunction with the
Consolidated Financial Statements and notes thereto included in our Annual Report on Form 10-K for the fiscal year
ended January 30, 2016.

The results of operations for the thirteen and twenty-six weeks ended July 30, 2016 are not necessarily indicative of
the operating results that may be expected for the 52-week period ending January 28, 2017.

Subsequent Event

On August 29, 2016, a fire caused significant damage to a company-owned distribution center in Fishkill, New York.
The full extent of the damage and resulting financial statement impact are not known at the time of this filing. The
Company maintains property and business interruption insurance coverage.

Note 2. Recent Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board ("FASB") issued an accounting standards update ("ASU")
No. 2014-09, Revenue from Contracts with Customers, to clarify the principles of recognizing revenue and create
common revenue recognition guidance between U.S. GAAP and International Financial Reporting Standards. In
August 2015, the FASB issued ASU No. 2015-14, Revenue from Contracts with Customers, Deferral of the Effective
Date, which defers the effective date of the new revenue recognition standard by one year. As a result, the ASU No.
2014-09 is effective retrospectively for fiscal years and interim periods within those years beginning after December
15, 2017.

In March 2016, the FASB issued ASU No. 2016-08, Revenue from Contracts with Customers: Principal versus Agent
Considerations, which is intended to improve the operability and understandability of the implementation guidance on
principal versus agent considerations. In April 2016, the FASB issued ASU No. 2016-10, Revenue from Contracts
with Customers: Identifying Performance Obligations and Licensing, which clarifies the identification of performance
obligations and the licensing implementation guidance. In May 2016, the FASB issued ASU No. 2016-11, Revenue
Recognition and Derivatives and Hedging: Rescission of SEC Guidance Because of Accounting Standards Updates
2014-09 and 2014-16 Pursuant to Staff Announcements at the March 3, 2016 EITF Meeting, which rescinds SEC
paragraphs pursuant to SEC staff announcements. These rescissions include changes to topics pertaining to accounting
for shipping and handling fees and costs and accounting for consideration given by a vendor to a customer. In May
2016, the FASB issued ASU No. 2016-12, Revenue from Contracts with Customers: Narrow-Scope Improvements
and Practical Expedients, which provides clarifying guidance in certain narrow areas and adds some practical
expedients. The effective dates for these ASUs are the same as the effective date for ASU No. 2014-09. We are
currently assessing the potential impact of these ASUs on our Condensed Consolidated Financial Statements.

10
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In November 2015, the FASB issued ASU No. 2015-17, Income Taxes, which changes how deferred taxes are
classified on the balance sheet. The ASU eliminates the requirement for organizations to present deferred tax
liabilities and assets as current and noncurrent in a classified balance sheet. Instead, organizations will be required to
classify all deferred tax assets and liabilities as noncurrent. The ASU is effective for fiscal years and interim periods
within those years beginning after December 15, 2016. Early adoption is permitted under this ASU. We adopted ASU
No. 2015-17 prospectively effective January 30, 2016, which resulted in a reclassification of our net current deferred
tax assets to the net noncurrent deferred tax assets in our Consolidated Balance Sheet. No prior periods were
retrospectively adjusted.

5
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In January 2016, the FASB issued ASU No. 2016-01, Financial Instruments - Overall: Recognition and Measurement
of Financial Assets and Financial Liabilities. The new guidance is intended to improve the recognition and
measurement of financial instruments. The ASU is effective for fiscal years and interim periods within those years
beginning after December 15, 2017. We are currently assessing the potential impact of this ASU on our Condensed
Consolidated Financial Statements.

In February 2016, the FASB issued ASU No. 2016-02, Leases. Under the new guidance, lessees will be required to
recognize a lease liability and a right-of-use asset for all leases (with the exception of short-term leases) at the
commencement date. The ASU is effective for fiscal years and interim periods within those years beginning after
December 15, 2018. We are currently assessing the impact of this ASU on our Condensed Consolidated Financial
Statements, but expect that it will result in a significant increase in our long-term assets and liabilities.

In March 2016, the FASB issued ASU No. 2016-09, Compensation - Stock Compensation: Improvements to
Employee Share-Based Payment Accounting. The amendments are intended to improve the accounting for employee
share-based payments and affect all organizations that issue share-based payment awards to their employees. The
ASU is effective for fiscal years and interim periods within those years beginning after December 15, 2016. We are
currently assessing the potential impact of this ASU on our Condensed Consolidated Financial Statements.

In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments - Credit Losses: Measurement of Credit
Losses on Financial Instruments. The amendments require the measurement of all expected credit losses for financial
assets held at the reporting date based on historical experience, current conditions, and reasonable and supportable
forecasts. The ASU is effective for fiscal years and interim periods within those years beginning after December 15,
2019. We are currently assessing the potential impact of this ASU on our Condensed Consolidated Financial
Statements.

Note 3. Store Closing and Other Operating Charges
In May 2016, the Company announced measures to better align talent and financial resources against its most
important priorities; these measures include (i) focusing each brand on geographies with the greatest potential and (ii)
streamlining the Company’s operating model. The measures will result in the closure of its fleet of 53 Old Navy stores
in Japan, the closure of select Banana Republic stores, primarily internationally, and the creation of a more efficient
global brand structure. Including the Old Navy closures in Japan, the Company expects to close about 75 stores in
total related to these measures in fiscal 2016.
In connection with the decision to close stores and streamline the Company's operations, the Company incurred $150
million in restructuring costs, on a pre-tax basis, during the thirteen weeks ended July 30, 2016. The summary of the
costs incurred during the thirteen weeks ended July 30, 2016, as well as the Company’s current estimates of the pre-tax
amount expected to be incurred during the remainder of fiscal 2016, are as follows:

Costs Estimated Costs to be

Incurred Incurred

13

Weeks Remainder
($ in millions) Ended  of Fiscal Total

July 30, 2016

2016
Costs recorded in cost of goods sold and occupancy expenses:
Accelerated depreciation $ 4 $10-15 $15-20
Employee related costs 11 Lessthan5 10- 15
Other — — —
Total costs recorded in cost of goods sold and occupancy expenses 15 10-20 25-35
Costs recorded in operating expenses:
Lease termination fees and lease losses 34 50 - 65 85-100
Employee related costs 30 15-20 45-50

12
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Store asset impairment 52 Lessthan 5 50 - 55
Other 19 5-10 25-30
Total costs recorded in operating expenses 135 70 - 100 205 - 235
Total restructuring costs $ 150 $80-120 $230-270

In addition to the total pre-tax amount estimated above, the Company also expects to incur incremental tax expense
related to the restructuring costs and resulting valuation allowances on certain foreign deferred tax assets. The
Company’s estimates of future charges associated with the store closures and streamlining of its operating model could
change as the Company’s plans evolve and become finalized. The actual amounts will depend on the timing of closures
and negotiations on lease termination fees during the remainder of fiscal 2016.

6
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The following table summarizes activity during the thirteen weeks ended July 30, 2016 related to certain restructuring
costs that will be settled with cash payments and the related liability balances as of July 30, 2016.

Lease

Termination Employee
($ in millions) Fees and Related  Other Total

Lease Costs

Losses
Balance at April 30,2016 § — $ — $— $—
Provision 34 41 12 87
Cash payments — — ©6 ) 6 )
Balance at July 30,2016 $ 34 $ 41 $6 $8I1

Note 4. Debt and Credit Facilities
Long-term debt consists of the following:

($ in millions) July 30, January 30, August 1,

2016 2016 2015
Notes $1,248 $ 1,248 $1,248
Japan Term Loan 97 83 100
Total long-term debt 1,345 1,331 1,348
Less: Current portion 24 )21 ) (20 )

Total long-term debt, less current portion $1,321 $ 1,310 $1,328

As of July 30, 2016, January 30, 2016, and August 1, 2015, the estimated fair value of our $1.25 billion aggregate
principal amount of 5.95 percent notes (the "Notes”) due April 2021 was $1.34 billion, $1.29 billion, and $1.40 billion,
respectively, and was based on the quoted market price of the Notes (level 1 inputs) as of the last business day of the
respective fiscal quarter. The aggregate principal amount of the Notes is recorded in long-term debt in the Condensed
Consolidated Balance Sheets, net of the unamortized discount.

As of July 30, 2016, January 30, 2016, and August 1, 2015, the carrying amount of our 15 billion Japanese yen,
four-year, unsecured term loan ("Japan Term Loan") approximated its fair value, as the interest rate varies depending
on quoted market rates (level 1 inputs). Repayments of 2.5 billion Japanese yen ($24 million as of July 30, 2016) are
payable on January 15 of each year, and commenced on January 15, 2015, with a final repayment of 7.5 billion
Japanese yen ($73 million as of July 30, 2016) due on January 15, 2018. Interest is payable at least quarterly based on
an interest rate equal to the Tokyo Interbank Offered Rate plus a fixed margin.

In October 2015, we entered into a $400 million unsecured term loan (the “Term Loan”). The Term Loan was originally
scheduled to mature, and was payable in full, on October 15, 2016, but had an option to be extended until October 15,
2017. In August 2016, the Company exercised the option to extend the Term Loan. As of July 30, 2016, the carrying
amount of our $400 million Term Loan approximated its fair value due to the short-term nature of the loan. Interest is
payable at least quarterly based on an interest rate equal to the London Interbank Offered Rate plus a fixed margin.
The Term Loan is included in current maturities of debt in the Condensed Consolidated Balance Sheet.

We have a $500 million, five-year, unsecured revolving credit facility (the “Facility””), which is scheduled to expire in
May 2020. There were no borrowings and no material outstanding standby letters of credit under the Facility as of
July 30, 2016.

We maintain multiple agreements with third parties that make unsecured revolving credit facilities available for our
operations in foreign locations (the “Foreign Facilities”). These Foreign Facilities are uncommitted and are generally
available for borrowings, overdraft borrowings, and the issuance of bank guarantees. The total capacity of the Foreign
Facilities was $47 million as of July 30, 2016. As of July 30, 2016, there were no borrowings under the Foreign
Facilities. There were $13 million in bank guarantees issued and outstanding primarily related to store leases under the
Foreign Facilities as of July 30, 2016.

We have bilateral unsecured standby letter of credit agreements that are uncommitted and do not have expiration
dates. As of July 30, 2016, we had $18 million in standby letters of credit issued under these agreements. We also

14
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have a $50 million, two-year, unsecured committed letter of credit agreement, which expires in September 2016. We
had no trade letters of credit issued under this letter of credit agreement as of July 30, 2016.

Note 5. Fair Value Measurements

There were no purchases, sales, issuances, or settlements related to recurring level 3 measurements during the thirteen
and twenty-six weeks ended July 30, 2016 or August 1, 2015. There were no transfers of financial assets or liabilities
into or out of level 1 and level 2 during the thirteen and twenty-six weeks ended July 30, 2016 or August 1, 2015.

15
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Financial Assets and Liabilities
Financial assets and liabilities measured at fair value on a recurring basis and cash equivalents are as follows:
Fair Value Measurements at Reporting Date Using

Quoted Prices in Significant Other Significant
($ in millions) July 30, Active Markets for ~ Observable Unobservable
2016 Identical Assets Inputs Inputs
(Level 1) (Level 2) (Level 3)
Assets:
Cash equivalents $ 756 $ 169 $ 587 $ —
Derivative financial instruments 52 — 52 —
Deferred compensation plan assets 41 41 — —
Total $ 849 § 210 $ 639 $ —
Liabilities:
Derivative financial instruments ~ $ 83 $ — $ 83 $ —
Fair Value Measurements at Reporting Date Using
Quoted Prices in Significant Other Significant
($ in millions) January Active Markets for ~ Observable Unobservable
30,2016 Identical Assets Inputs Inputs
(Level 1) (Level 2) (Level 3)
Assets:
Cash equivalents $ 517 $ 204 $ 313 $ —
Derivative financial instruments 93 — 93 —
Deferred compensation plan assets 37 37 — —
Total $ 647 $§ 241 $ 406 $ —
Liabilities:
Derivative financial instruments $ 3 $ — $ 3 $ —
Fair Value Measurements at Reporting Date Using
Quoted Prices in Significant Other Significant
($ in millions) August 1, Active Markets for ~ Observable Unobservable
2015 Identical Assets Inputs Inputs
(Level 1) (Level 2) (Level 3)
Assets:
Cash equivalents $239 $ 96 $ 143 $ —
Derivative financial instruments 141 — 141 —
Deferred compensation plan assets 46 46 — —
Total $ 420 § 142 $ 284 $ —
Liabilities:
Derivative financial instruments $ 8 $ — $ 8 $ —

We have highly liquid investments classified as cash equivalents, which are placed primarily in time deposits, money
market funds, and commercial paper. These investments are classified as held-to-maturity based on our positive intent
and ability to hold the securities to maturity. We value these investments at their original purchase prices plus interest
that has accrued at the stated rate.

Derivative financial instruments primarily include foreign exchange forward contracts. The currencies hedged against
changes in the U.S. dollar are Japanese yen, Canadian dollars, British pounds, Euro, Mexican pesos, Hong Kong
dollars, Chinese yuan, and Taiwan dollars. The fair value of the Company’s derivative financial instruments is
determined using pricing models based on current market rates. Derivative financial instruments in an asset position
are recorded in other current assets or other long-term assets in the Condensed Consolidated Balance Sheets.
Derivative financial instruments in a liability position are recorded in accrued expenses and other current liabilities or
lease incentives and other long-term liabilities in the Condensed Consolidated Balance Sheets.

16
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