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In this Form 10-Q, references to “we,” “our,” “us,” "Tapestry" and the “Company” refer to Tapestry, Inc., including consolidated subsidiaries. References to
"Coach", "Stuart Weitzman," "Kate Spade" or "kate spade new york" refer only to the identified brand.

SPECIAL NOTE ON FORWARD-LOOKING INFORMATION

This document, and the documents incorporated by reference in this document, in our press releases and in oral statements made from time to time by us
or on our behalf, contain certain "forward-looking statements" within the meaning of the Private Securities Litigation Reform Act of 1995, and are based on
management’s current expectations, that involve risks and uncertainties that could cause our actual results to differ materially from our current expectations.
These forward-looking statements can be identified by the use of forward-looking terminology such as "believes," "may," "will," "should," "expect,"
"confidence," "trends," "intend," "estimate," "on track," "are positioned to," "on course," "opportunity," "continue," "project," "guidance," "target," "forecast,"
"anticipated," "plan," "potential," the negative of these terms or comparable terms. Our actual results could differ materially from the results contemplated by
these forward-looking statements due to a number of important factors, including but not limited to: (i) our ability to successfully execute our growth
strategies, including our efforts to expand internationally into a global lifestyle brand; (ii) our ability to achieve intended benefits, cost savings and synergies
from acquisitions; (iii) our ability to successfully execute and achieve efficiencies and other benefits related to our multi-year transformation plan and
operational efficiency initiatives; (iv) the effect of existing and new competition in the market; (v) our exposure to international risks, including currency
fluctuations and changes in economic or political conditions in the markets where we sell and source our product; (vi) our ability to retain the value of our
brands and to respond to changing fashion trends in a timely manner; (vii) our ability to control costs; (viii) the effect of seasonal and quarterly fluctuations in
our sales or operating results; (ix) our ability to protect against infringement of our trademarks and other proprietary rights; (x) the impact of tax legislation;
and such other risk factors as set forth in Part II, Item 1A. "Risk Factors" and elsewhere in this report and in the Company’s Annual Report on Form 10-K for
the fiscal year ended July 1, 2017 filed as Coach, Inc., the Company's Quarterly Report on Form 10-Q for the period ended December 30, 2017 and other
filings with the Securities and Exchange Commission (the "SEC"). Tapestry assumes no obligation to revise or update any such forward-looking statements
for any reason, except as required by law.

 WHERE YOU CAN FIND MORE INFORMATION

Tapestry's quarterly financial results and other important information are available by calling the Investor Relations Department at (212) 629-2618.

Tapestry maintains its website at www.tapestry.com where investors and other interested parties may obtain, free of charge, press releases and other
information as well as gain access to our periodic filings with the SEC.

 



TAPESTRY, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

 
March 31, 

2018  
July 1, 
2017

 (millions)

 (unaudited)

ASSETS    
Current Assets:    

Cash and cash equivalents $ 1,031.7  $ 2,672.9
Short-term investments 6.6  410.7
Trade accounts receivable, less allowances of $1.8 and $1.9, respectively 292.3  268.0
Inventories 714.3  469.7
Income tax receivable 99.6  41.5
Prepaid expenses and other current assets 143.8  90.5

Total current assets 2,288.3  3,953.3
Property and equipment, net 889.4  691.4
Long-term investments 0.1  75.1
Goodwill 1,513.5  480.5
Intangible assets 1,740.3  340.8
Deferred income taxes 32.0  170.5
Other assets 124.4  120.0

Total assets $ 6,588.0  $ 5,831.6

LIABILITIES AND STOCKHOLDERS' EQUITY    
Current Liabilities:    

Accounts payable $ 221.9  $ 194.6
Accrued liabilities 637.5  559.2
Current debt 0.7  —

Total current liabilities 860.1  753.8
Long-term debt 1,599.5  1,579.5
Deferred income taxes 240.1  63.3
Long-term income taxes payable 270.9  —
Other liabilities 479.4  433.1

Total liabilities 3,450.0  2,829.7
    

See Note 15 on commitments and contingencies  
    

Stockholders' Equity:    
Preferred stock: (authorized 25.0 million shares; $0.01 par value per share) none issued —  —
Common stock: (authorized 1.0 billion shares; $0.01 par value per share) issued and outstanding - 287.8 million

and 281.9 million shares, respectively 2.9  2.8
Additional paid-in-capital 3,177.0  2,978.3
Retained earnings 4.5  107.7
Accumulated other comprehensive loss (46.4)  (86.9)

Total stockholders' equity 3,138.0  3,001.9

Total liabilities and stockholders' equity $ 6,588.0  $ 5,831.6
 

See accompanying Notes.
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TAPESTRY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

 

 Three Months Ended   Nine Months Ended

 
March 31, 

2018  
April 1, 

2017   
March 31, 

2018  
April 1, 

2017
 (millions, except per share data)

 (unaudited)

Net sales $ 1,322.4  $ 995.2   $ 4,396.3  $ 3,354.5
Cost of sales 413.5  289.5   1,545.6  1,027.9

Gross profit 908.9  705.7   2,850.7  2,326.6
Selling, general and administrative expenses 749.9  554.6   2,367.1  1,732.2

Operating income 159.0  151.1   483.6  594.4
Interest expense, net 16.9  4.0   59.6  14.8

Income before provision for income taxes 142.1  147.1   424.0  579.6
Provision for income taxes 1.8  24.9   238.2  140.3

Net income $ 140.3  $ 122.2   $ 185.8  $ 439.3

Net income per share:         
Basic $ 0.49  $ 0.44   $ 0.65  $ 1.57

Diluted $ 0.48  $ 0.43   $ 0.65  $ 1.56

Shares used in computing net income per share:         
Basic 286.2  280.8   284.7  280.2

Diluted 290.1  282.9   287.8  282.2

Cash dividends declared per common share $ 0.3375  $ 0.3375   $ 1.0125  $ 1.0125
 

See accompanying Notes.
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TAPESTRY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF

COMPREHENSIVE INCOME
 

 Three Months Ended   Nine Months Ended

 
March 31, 

2018  
April 1, 

2017   
March 31, 

2018  April 1, 2017
 (millions)

 (unaudited)

Net income $ 140.3  $ 122.2   $ 185.8  $ 439.3
Other comprehensive income (loss), net of tax:         

Unrealized (losses) gains on cash flow hedging derivatives,
net (2.7)  (0.7)   (6.8)  11.5
Unrealized (losses) gains on available-for-sale investments,
net (0.1)  0.2   0.4  (0.8)
Foreign currency translation adjustments 28.7  22.4   46.9  (31.6)

Other comprehensive income (loss), net of tax 25.9  21.9   40.5  (20.9)

Comprehensive income $ 166.2  $ 144.1   $ 226.3  $ 418.4
 

See accompanying Notes.
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TAPESTRY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

 Nine Months Ended

 
March 31, 

2018  
April 1, 

2017

 (millions)

 (unaudited)

CASH FLOWS PROVIDED BY OPERATING ACTIVITIES    

Net income $ 185.8  $ 439.3

Adjustments to reconcile net income to net cash provided by operating activities:    

Depreciation and amortization 188.6  148.7

Provision for bad debt 1.0  0.5

Share-based compensation 60.9  55.1

Excess tax effect from share-based compensation —  1.0

Integration and restructuring activities 125.1  6.9

Deferred income taxes (39.3)  63.0

Other non-cash charges, net —  16.1

Changes in operating assets and liabilities:    

Trade accounts receivable 78.6  35.9

Inventories 12.0  (31.1)

Accounts payable (136.7)  (51.9)

Accrued liabilities (40.0)  (101.7)

Other liabilities 168.6  (26.9)

Other assets (18.1)  (24.9)

Net cash provided by operating activities 586.5  530.0

CASH FLOWS (USED IN) PROVIDED BY INVESTING ACTIVITIES    

Hudson Yards sale of investments —  680.6

Sale of former headquarters —  126.0

Acquisitions, net of cash acquired (2,373.2)  —

Purchases of investments (3.5)  (498.3)

Proceeds from maturities and sales of investments 482.2  450.8

Purchases of property and equipment (186.6)  (192.1)

Acquisition of lease rights, net —  (4.5)

Net cash (used in) provided by investing activities (2,081.1)  562.5

CASH FLOWS USED IN FINANCING ACTIVITIES    

Dividend payments (287.1)  (283.2)

Proceeds from issuance of debt 1,100.0  —

Repayment of debt (1,100.0)  (285.0)

Proceeds from share-based awards 159.9  40.7

Taxes paid to net settle share-based awards (31.2)  (21.7)

Excess tax effect from share-based compensation —  (1.0)

Net cash used in financing activities (158.4)  (550.2)

Effect of exchange rate changes on cash and cash equivalents 11.8  (6.8)

Net (decrease) increase in cash and cash equivalents (1,641.2)  535.5

Cash and cash equivalents at beginning of period 2,672.9  859.0

Cash and cash equivalents at end of period $ 1,031.7  $ 1,394.5

Supplemental information:    

Cash paid for income taxes, net $ 68.0  $ 155.2

Cash paid for interest $ 49.2  $ 26.0

Noncash investing activity - property and equipment obligations $ 33.8  $ 40.4

 

See accompanying Notes.
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TAPESTRY, INC.
 

Notes to Condensed Consolidated Financial Statements
(Unaudited)

1. NATURE OF OPERATIONS

Tapestry, Inc. (the "Company") is a leading New York-based house of modern luxury accessories and lifestyle brands. Tapestry owns the Coach, Kate
Spade and Stuart Weitzman brands. The Company’s primary product offerings, manufactured by third-party suppliers, include women’s and men’s bags,
small leather goods, footwear, ready-to-wear including outerwear, watches, weekend and travel accessories, scarves, eyewear, fragrance, jewelry and other
lifestyle products.

The Coach segment includes worldwide sales of Coach brand products to customers through Coach operated stores, including the Internet, concession
shop-in-shops and sales to wholesale customers and independent third party distributors.

The Kate Spade segment includes worldwide sales primarily of kate spade new york brand products to customers through Kate Spade operated stores,
including the Internet, concession shop-in-shops, independent third party distributors and wholesale customers.

The Stuart Weitzman segment includes worldwide sales of Stuart Weitzman brand products primarily to wholesale customers, numerous independent
third party distributors and through Stuart Weitzman operated stores, including the Internet.

2. BASIS OF PRESENTATION AND ORGANIZATION

Interim Financial Statements

These interim condensed consolidated financial statements have been prepared pursuant to the rules and regulations of the SEC and are unaudited. In the
opinion of management, such condensed consolidated financial statements contain all normal and recurring adjustments necessary to present fairly the
consolidated financial position, results of operations, comprehensive income and cash flows of the Company for the interim periods presented. In addition,
certain information and footnote disclosures normally included in financial statements prepared in accordance with accounting principles generally accepted
in the U.S. ("U.S. GAAP") have been condensed or omitted from this report as is permitted by the SEC's rules and regulations. However, the Company
believes that the disclosures provided herein are adequate to prevent the information presented from being misleading. This report should be read in
conjunction with the audited consolidated financial statements and notes thereto, included in the Company’s Annual Report on Form 10-K for the year ended
July 1, 2017 and other filings filed with the SEC.

The results of operations, cash flows and comprehensive income for the nine months ended March 31, 2018 are not necessarily indicative of results to be
expected for the entire fiscal year, which will end on June 30, 2018 ("fiscal 2018"). 

During the first quarter of 2018, the Company completed its acquisition of Kate Spade & Company ("Kate Spade"). During the third quarter of fiscal
2018, the Company acquired designated assets of its Stuart Weitzman distributor in Northern China, entered into an agreement to take operational control of
the KS China Co., Limited and KS HMT Co., Limited joint ventures ("Kate Spade Joint Ventures") that operate in China, Hong Kong, Macau and Taiwan in
which the Company has 50% interest, and acquired designated assets of its Coach distributor in Australia and New Zealand. The operational results have been
consolidated in the Company's operating results commencing on each respective transaction date.

Fiscal Periods

The Company utilizes a 52-53 week fiscal year ending on the Saturday closest to June 30. Fiscal 2018 will be a 52-week period. Fiscal 2017 ended
on July 1, 2017 and was also a 52-week period ("fiscal 2017"). The third quarter of fiscal 2018 ended on March 31, 2018 and was a 13-week period. The third
quarter of fiscal 2017 ended on April 1, 2017 and was also a 13-week period.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and footnotes thereto. Actual results could differ from estimates in amounts that may be material to the financial
statements.

Significant estimates inherent in the preparation of the condensed consolidated financial statements include reserves for the realizability of inventory;
customer returns, end-of-season markdowns and operational chargebacks; reserves for litigation and other contingencies; useful lives and impairments of
long-lived tangible and intangible assets; accounting for income taxes (including the impacts of the new tax legislation) and related uncertain tax positions;
the valuation of stock-based compensation awards and related estimated forfeiture rates; reserves for restructuring; and accounting for business combinations,
amongst others.
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TAPESTRY, INC.
 

Notes to Condensed Consolidated Financial Statements (continued)

Principles of Consolidation

These unaudited interim condensed consolidated financial statements include the accounts of the Company and all 100% owned and controlled
subsidiaries. All intercompany transactions and balances have been eliminated in consolidation.

Reclassifications

Certain reclassifications have been made to the prior periods' financial information in order to conform to the current period's presentation, including the
realignment of the Company's segment reporting structure, as further described in Note 16, "Segment Information."

3. RECENT ACCOUNTING PROUNOUNCEMENTS

Recently Adopted Accounting Pronouncements

In February 2018, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU") No. 2018-02, "Income Statement-
Reporting Comprehensive Income (Topic 220)," which allows a reclassification from accumulated other comprehensive income (loss) to retained earnings for
stranded tax effects resulting from the Tax Cuts and Jobs Act of 2017. An entity that elects to reclassify these amounts must reclassify stranded tax effects
related to the change in federal tax rate for all items accounted for in accumulated other comprehensive income (loss). This ASU is effective for fiscal years
and interim periods within those years beginning after December 15, 2018 and early adoption is permitted. The Company adopted this standard in the third
quarter of fiscal 2018 and reclassified stranded amounts related to the cash flow hedges from accumulated other comprehensive loss to retained earnings. The
reclassification and adoption did not have a material impact to the consolidated financial statements, including accumulated other comprehensive loss and
retained earnings.

During the first quarter of fiscal 2018, the Company adopted ASU No. 2016-09, "Improvements to Employee Share-Based Payment Accounting (Topic
718)," which simplifies several aspects of the accounting for share-based payment transactions, including the accounting for income taxes, forfeitures and
statutory tax withholding requirements, as well as classification in the statement of cash flows beginning in fiscal 2018. Additionally, the Company began
recognizing all excess tax benefits and shortfalls as income tax expense or benefit in the income statement within the reporting period in which they occur.
The Company adopted this standard prospectively, which resulted in a decrease in the tax provision of $9.8 million and $15.5 million for the three and nine
months ended March 31, 2018, respectively. Future impacts of the adoption of this standard on the consolidated financial statements, particularly the income
tax provision, will be dependent upon future events which are unpredictable. The Company has elected to continue to estimate expected forfeitures in
determining compensation expense.

Recently Issued Accounting Pronouncements Not Yet Adopted

In August 2017, the FASB issued ASU No. 2017-12, "Derivatives and Hedging (Topic 815): Targeted Improvements to Accounting for Hedging
Activities," which amends the hedge accounting recognition and presentation requirements in ASC 815. The objective of this ASU is to improve the
transparency and understandability of information conveyed to financial statement users about an entity's risk management activities by better aligning the
entity's financial reporting for hedging relationships with those risk management activities and to reduce the complexity and simplify the application of hedge
accounting by preparers. The requirements for the new standard will be effective for fiscal years beginning after December 15, 2018, and interim periods
therein, which for the Company is the first quarter of fiscal 2020. Early adoption is permitted upon issuance. The Company is currently in the process of
evaluating the impact that adopting ASU 2017-12 will have on its consolidated financial statements and notes thereto.

In February 2016, the FASB issued ASU No. 2016-02, "Leases (Topic 842)," which is intended to increase transparency and comparability among
companies that enter into leasing arrangements. This ASU requires recognition of lease assets and lease liabilities on the balance sheet for nearly all leases
(other than short-term leases), as well as a retrospective recognition and measurement of existing impacted leases. The requirements of the new standard will
be effective for annual reporting periods beginning after December 15, 2018, and interim periods within those annual periods, which for the Company is the
first quarter of fiscal 2020. Early adoption is permitted. The new standard is required to be applied with a retrospective approach to each prior reporting
period with various optional practical expedients. The Company is currently performing a comprehensive evaluation of the impact of adopting this guidance
on its consolidated financial statements and notes thereto. The Company expects the guidance will result in a significant increase to long-term assets and
liabilities on its consolidated balance sheets and does not expect it to have a material impact on the consolidated statements of operations. This guidance is not
expected to have a material impact on the Company's liquidity.
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TAPESTRY, INC.
 

Notes to Condensed Consolidated Financial Statements (continued)

In May 2014, the FASB issued ASU No. 2014-09, "Revenue from Contracts with Customers," which provides a single, comprehensive revenue
recognition model for all contracts with customers, and contains principles to determine the measurement of revenue and timing of when it is recognized. The
model will supersede most existing revenue recognition guidance, and also requires enhanced revenue-related disclosures. The FASB has also issued several
related ASUs which provide additional implementation guidance and clarify the requirements of the model. The requirements of the new standard will be
effective for annual reporting periods beginning after December 15, 2017, and interim periods within those annual periods, which for the Company is the first
quarter of fiscal 2019. Early adoption is permitted for annual reporting periods beginning after December 15, 2016, including interim periods within those
annual periods. The Company is currently in the process of evaluating the impact that adopting ASU 2014-09 will have on its consolidated financial
statements and notes thereto.

The Company has a cross-functional implementation team in place that is performing a comprehensive evaluation of the impact. The Company’s
evaluation efforts to date have included a review of current accounting policies and processes, as well as typical terms in contracts with customers, to identify
potential differences upon the adoption of the new standard. Based on these efforts, the Company currently anticipates that the performance obligations
underlying its core revenue streams (i.e., its retail and wholesale businesses), and the timing of revenue recognition thereof, will remain substantially
unchanged for the Coach, Kate Spade and Stuart Weitzman segments. The Company has determined that the timing of recognizing sales-based royalties in
licensing arrangements will change, as the Company will elect to recognize contractually guaranteed minimum royalty amounts ratably over the license year
and recognize no excess sales-based royalties until the minimum royalty threshold is achieved. This change will not alter the total amount of revenue
recognized from licensing arrangements during a contract year, and the timing change within a contract year is expected to be immaterial to the consolidated
statements of operations as the licensing business represented approximately 1% of total net sales in fiscal 2017. The Company has not yet determined
whether the guidance will be adopted using the full retrospective restatement of all prior periods presented, or using the modified retrospective basis with a
cumulative adjustment to opening retained earnings in the year of initial adoption.

4. INTEGRATION AND ACQUISITION COSTS

Fiscal 2018 Costs

The Company completed its acquisition of Kate Spade & Company during the first quarter of fiscal 2018. Furthermore, the Company completed its
acquisitions of certain distributors for the Coach and Stuart Weitzman brands and assumed operational control of the Kate Spade Joint Ventures during the
third quarter of fiscal 2018. As a result of these acquisitions, during the three and nine months ended March 31, 2018, the Company incurred integration and
acquisition-related costs of $22.4 million and $271.3 million, respectively. The charges recorded in cost of sales for the three and nine months ended March
31, 2018 were $4.1 million and $110.9 million, respectively. Of the amount recorded to cost of sales for the three and nine months ended March 31, 2018,
$1.0 million and $106.4 million were recorded in the Kate Spade segment and $2.1 million and $3.5 million were recorded within the Stuart Weitzman
segment, respectively. The charges recorded to cost of sales in the Coach segment were $1.0 million for the three and nine months ended March 31, 2018. The
charges recorded in selling, general and administrative ("SG&A") expenses for the three and nine months ended March 31, 2018 were $18.3 million and
$160.4 million, respectively. Of the amount recorded to SG&A expenses for the three and nine months ended March 31, 2018, $9.1 million and $106.6
million were recorded in the Kate Spade segment, $4.3 million and $47.1 million were recorded within Corporate, and $4.7 million and $6.5 million were
recorded in the Stuart Weitzman segment, respectively. The charges recorded to SG&A expenses in the Coach segment were $0.2 million for the three and
nine months ended March 31, 2018.

The Company continues to develop its plans for integration, and currently estimates that it will incur approximately $20-30 million in pre-tax charges, of
which approximately $5-10 million are expected to be non-cash charges, for the remainder of fiscal 2018.

Refer to Note 6, "Acquisitions," for more information.

7



TAPESTRY, INC.
 

Notes to Condensed Consolidated Financial Statements (continued)

A summary of the integration and acquisition charges and related liabilities, which are recorded as accrued liabilities as of March 31, 2018, is as follows:

 
Purchase

Accounting
Adjustments (1)  

Acquisition
Costs (2)  

Inventory-
Related

Charges (3)  
Contractual
Payments (4)  

Organization-
Related (5)  Other(6)  Total

 (millions)

Assumed Liability $ —  $ —  $ 2.5  $ —  $ —  $ —  $ 2.5

Fiscal 2018 charges 76.2  42.0  36.2  50.6  35.0  31.3  271.3

Cash payments —  (41.2)  (2.9)  (50.6)  (14.8)  (23.5)  (133.0)

Non-cash charges (76.2)  —  (35.7)  —  (5.1)  (7.3)  (124.3)

Liability as of March 31, 2018 $ —  $ 0.8  $ 0.1  $ —  $ 15.1  $ 0.5  $ 16.5

(1) Purchase accounting adjustments, of which $73.3 million was recorded within cost of sales and $2.9 million was recorded in SG&A expenses for the nine
months ended March 31, 2018, relate to the short-term impact of the amortization of fair value adjustments. Of the amount recorded to cost of sales for
the nine months ended March 31, 2018, $70.7 million was recorded within the Kate Spade segment, $1.6 million was recorded within the Stuart
Weitzman segment and $1.0 million was recorded within the Coach segment. Of the amount recorded to SG&A expenses, $2.9 million was recorded
within the Kate Spade segment.

(2) Acquisition costs, which were recorded to SG&A expenses, and of which $22.7 million were within Corporate, $19.1 million were within the Kate Spade
segment, and $0.2 million were within the Coach segment for the nine months ended March 31, 2018, primarily relate to deal fees associated with the
acquisitions.

(3) Inventory-related charges, recorded within cost of sales, of which $35.7 million was recorded within the Kate Spade segment and $0.5 million was
recorded within the Stuart Weitzman segment, primarily related to reserves for the future destruction of certain on-hand inventory and non-cancelable
inventory purchase commitments related to raw materials. As of March 31, 2018, a reserve of $20.1 million is included within inventories on the
Company's Condensed Consolidated Balance Sheets.

(4) Contractual payments, which were recorded to SG&A expenses within the Kate Spade segment, primarily related to severance and related costs as a
result of pre-existing agreements that were in place with certain Kate Spade executives which became effective upon the closing of the acquisition.

(5) Organization-related costs, which were recorded to SG&A expenses, and of which $23.1 million were within the Kate Spade segment, $9.0 million
within Corporate and $2.9 million within the Stuart Weitzman segment for the nine months ended March 31, 2018, primarily related to severance related
charges, including $5.1 million of accelerated share-based compensation expense.

(6) Other primarily relates to professional fees, asset write-offs and inventory true-up. The charges were primarily recorded in SG&A expenses, of which
$15.4 million was recorded within Corporate, $10.9 million was recorded within the Kate Spade segment and $3.6 million was recorded within the Stuart
Weitzman segment. Furthermore, $1.4 million was recorded in cost of sales within Stuart Weitzman for the nine months ended March 31, 2018.

Fiscal 2017 Costs

As a result of the Stuart Weitzman LLC acquisition, the Company incurred integration and acquisition-related costs of $4.5 million and $21.5 million,
during the three and nine months ended April 1, 2017, respectively. The charges recorded to cost of sales were $0.0 million and $0.6 million for the three and
nine months ended April 1, 2017 in the Stuart Weitzman segment. The charges recorded in SG&A expenses for the three and nine months ended April 1,
2017 were $4.5 million and $20.9 million, respectively. Of the amount recorded to SG&A expenses for the three and nine months ended April 1, 2017, $1.7
million and $12.7 million was recorded in the Stuart Weitzman segment, and $2.8 million and $8.2 million was recorded within Corporate, respectively.

The Company incurred acquisition costs of $16.9 million in the fourth quarter of fiscal 2017 related to the Kate Spade acquisition which were recorded
within Corporate in SG&A.
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TAPESTRY, INC.
 

Notes to Condensed Consolidated Financial Statements (continued)

5. RESTRUCTURING ACTIVITIES

Operational Efficiency Plan

During the fourth quarter of fiscal 2016, the Company announced a plan (the “Operational Efficiency Plan”) to enhance organizational efficiency, update
core technology platforms and optimize international supply chain and office locations. The Operational Efficiency Plan was adopted as a result of a strategic
review of the Company’s corporate structure which focused on creating an agile and scalable business model.

During the three and nine months ended March 31, 2018, the Company incurred charges of $2.9 million and $9.5 million, respectively, primarily due to
technology infrastructure costs. During the three and nine months ended April 1, 2017, the Company incurred charges of $6.4 million and $17.2 million,
respectively, primarily due to organizational efficiency costs, technology infrastructure costs and to a lesser extent, network optimization costs. Total
cumulative charges incurred to date are $77.4 million. These charges were recorded to SG&A expenses. The remaining charges under this plan are expected
to approximate $5 million and will be recorded within Corporate.

A summary of charges and related liabilities under the Operational Efficiency Plan is as follows:

 
Organizational

Efficiency(1)  
Technology

Infrastructure(2)  
Network

Optimization(3)  Total

 (millions)

Liability as of July 2, 2016 $ 22.2  $ —  $ 3.2  $ 25.4

Fiscal 2017 charges 15.6  8.0  0.4  24.0

Cash payments (23.3)  (7.7)  (3.0)  (34.0)

Non-cash charges (7.9)  —  (0.6)  (8.5)

Liability as of July 1, 2017 $ 6.6  $ 0.3  $ —  $ 6.9

Fiscal 2018 charges 0.6  8.9  —  9.5

Cash payments (4.4)  (8.7)  —  (13.1)

Non-cash charges (0.8)  —  —  (0.8)

Liability as of March 31, 2018 $ 2.0  $ 0.5  $ —  $ 2.5

(1) Organizational efficiency charges, recorded within SG&A expenses, primarily related to accelerated depreciation associated with the retirement of
information technology systems, severance and related costs of corporate employees as well as consulting fees related to process and organizational
optimization.

(2) Technology infrastructure costs, recorded within SG&A expenses, related to the initial costs of replacing and updating the Company’s core technology
platforms.

(3) Network optimization costs, recorded within SG&A expenses, related to lease termination costs.

The balances as of March 31, 2018 and July 1, 2017 are included within accrued liabilities on the Company's Condensed Consolidated Balance Sheets.
The above charges were recorded as Corporate expenses within the Company's Condensed Consolidated Statements of Operations.

6. ACQUISITIONS

Kate Spade and Company Acquisition

On July 11, 2017, the Company completed its acquisition of Kate Spade & Company for $18.50 per share for a total purchase price of $2.40 billion. As a
result, Kate Spade has become a wholly owned subsidiary of the Company. The combination of the Company and Kate Spade & Company creates a leading
New York-based luxury lifestyle company with a more diverse multi-brand portfolio supported by significant expertise in handbag design, merchandising,
supply chain and retail operations.

The aggregate cash paid in connection with the acquisition of Kate Spade was $2.39 billion (or $2.32 billion net of cash acquired), excluding $5.3 million
of consideration settled in Tapestry shares, as a result of the conversion of previously granted unvested equity awards held by Kate Spade employees. The
Company funded the acquisition through cash on-hand, as well as debt proceeds as described in Note 11, "Debt."
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The Company accounted for the acquisition of Kate Spade under the acquisition method of accounting for business combinations. Accordingly, the cost
was allocated to the underlying net assets based on their respective fair values. The excess of the purchase price over the estimated fair value of the net assets
acquired was recorded as goodwill, which consists largely of the synergies expected from the acquisition.

The purchase price allocation for the assets acquired and liabilities assumed is substantially complete, however may be subject to change as additional
information is obtained during the acquisition measurement period. This may include the assignment of goodwill to other reporting units of the Company
when the analysis of expected synergies is completed. The following table summarizes the fair value of the assets acquired and liabilities assumed as of the
acquisition date:

Assets Acquired and Liabilities Assumed Fair Value
 (millions)

Cash and cash equivalents $ 71.8
Trade accounts receivable 62.8
Inventories(1) 310.1
Prepaid expenses and other current assets 33.9
Property and equipment 175.5
Goodwill(2)(3) 916.1
Brand intangible asset(4) 1,300.0
Other intangible assets(5) 119.2
Other assets 59.0

Total assets acquired 3,048.4
Accounts payable and accrued liabilities 233.3
Deferred income taxes(6) 333.0
Other liabilities(7) 84.8

Total liabilities assumed 651.1
Total purchase price 2,397.3
  

Less: Cash acquired (71.8)
  

Total purchase price, net of cash acquired $ 2,325.5

(1) Included a step-up adjustment of approximately $67.5 million, which was amortized over 4 months.
(2) The goodwill balance is not deductible for tax purposes.
(3) Subsequent to the acquisition date, the Company made a measurement period adjustment to the fair value of certain assets acquired due to additional

information obtained about facts and circumstances that existed as of the date of acquisition. As a result, there was an increase in other assets with a
corresponding decrease in goodwill of $8.2 million. There was no impact on the Condensed Consolidated Statements of Operations. Refer to Note 7,
"Goodwill and Other Intangible Assets" for more information.

(4) The brand intangible asset was valued based on the multi-period excess earnings method, of which the majority is not deductible for tax purposes.
(5) The components of other intangible assets included favorable lease rights of approximately $72.2 million (amortized over the remainder of the underlying

lease terms), customer relationships of approximately $45.0 million (amortized over 15 years) and order backlog of $2.0 million (amortized over 6
months). Favorable lease rights were valued based on a comparison of market participant information and Company-specific lease terms. The customer
relationship intangible asset was valued using the excess earnings method, which discounts the estimated after-tax cash flows associated with the existing
base of customers as of the acquisition date, factoring in expected attrition of the existing base. The order backlog intangible asset was valued using the
excess earnings method, which discounts the estimated after-tax cash flows associated with open customer orders as of the acquisition date.
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(6) The Company acquired approximately $209.0 million of net deferred tax assets related to Kate Spade historical federal and state net operating losses,
which the Company expects to be able to utilize. The deferred tax adjustments resulting from the step-up in basis of acquired assets, most notably the
brand intangible asset, resulted in an overall deferred tax liability. This overall deferred tax liability was subsequently re-measured. Refer to Note 14,
"Income Taxes," for more information about changes to the Company's deferred tax position as a result of the enactment of the new tax legislation.

(7) Includes an adjustment for unfavorable lease rights of approximately $49.5 million (amortized over the remainder of the underlying lease terms).

The operational results of Kate Spade for the post-acquisition period from July 11, 2017 to March 31, 2018 are included in the Company’s accompanying
Condensed Consolidated Statement of Operations for the three and nine months ended March 31, 2018. Refer to Note 16, "Segment Information," for the
operating results of the Kate Spade business.

The following pro forma information has been prepared as if the Kate Spade acquisition and the related debt financing had occurred as of the beginning
of fiscal 2017. These adjustments include the removal of certain historical amounts. The pro forma amounts reflect the combined historical operational results
for Tapestry and Kate Spade, after giving effect to adjustments related to the impact of purchase accounting, transaction costs and financing. The pro forma
financial information is not indicative of the operational results that would have been obtained had the transactions actually occurred as of that date, nor is it
necessarily indicative of the Company’s future operational results. The following adjustments have been made:

(i) Depreciation and amortization expenses related to the fair value adjustments to Kate Spade's property and equipment and intangible assets
have been reflected in the three and nine months ended April 1, 2017. Short-term purchase accounting amortization has been excluded from
the pro forma amounts due to the non-recurring nature.

(ii) Transaction costs in the three and nine months ended March 31, 2018 have been excluded from the pro forma amounts due to their non-
recurring nature.

(iii) Interest expense of debt issued to finance the acquisition, including amortization of deferred financing fees, has been reflected in the three
and nine months ended April 1, 2017. Historical interest expense for Kate Spade has been removed.

(iv) The tax effects of the pro forma adjustments at an estimated statutory rate of 40.0%.

(v) Earnings per share amounts are calculated using unrounded numbers and the Company's historical weighted average shares outstanding.

 Three Months Ended  Nine Months Ended

 
March 31, 

2018  
April 1, 

2017  
March 31, 

2018  
April 1, 

2017
 (millions, except per share data)

Pro forma Net sales(1) $ 1,322.4  $ 1,264.6  $ 4,429.2  $ 4,404.8
Pro forma Net income(1) 141.5  117.2  261.7  530.2
        

Pro forma Net income per share:        
Basic $ 0.49  $ 0.42  $ 0.92  $ 1.89

Diluted $ 0.49  $ 0.41  $ 0.91  $ 1.88

(1) The pro forma results for the three and nine months ended March 31, 2018 includes revenue and operating income from the pre-combination period in
fiscal 2018.

Distributor Acquisitions and Kate Spade Joint Ventures Operational Control

During the third quarter of fiscal 2018, the Company acquired designated assets of its Stuart Weitzman distributor in Northern China, entered into an
agreement to take operational control of the Kate Spade Joint Ventures that operate in Mainland China, Hong Kong, Macau and Taiwan in which the
Company has 50% interest, and acquired designated assets of its Coach distributor in Australia and New Zealand.

The aggregate purchase consideration for the three acquisitions was $153.7 million, of which $106.9 million will be paid in cash and the remaining is
related to non-cash consideration. Of the cash consideration, $58.9 million (or $53.0 million net of cash
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acquired) was paid during the third quarter of fiscal 2018 and the remaining will be paid in the future. Of the total purchase consideration of $153.7 million,
$50.0 million of net assets were recorded at their fair values, and the excess of the purchase consideration over the fair value of the net assets acquired was
recorded as non-tax deductible goodwill in the amount of $103.7 million. Of this amount, $52.8 million, $49.3 million and $1.6 million were assigned to the
Company's Kate Spade, Stuart Weitzman and Coach segments, respectively.

The results of the operations of each acquired entity have been included in the condensed consolidated financial statements since the respective date of
each acquisition. The purchase price allocation for these assets acquired and liabilities assumed is substantially complete, however may be subject to change
as additional information is obtained during the acquisition measurement period. The pro forma results are not presented for these acquisitions as they are
immaterial.

7. GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill

The change in the carrying amount of the Company’s goodwill by segment is as follows:

 Coach  Kate Spade  Stuart Weitzman  Total
 (millions)

Balance at July 1, 2017 $ 324.5  $ —  $ 156.0  $ 480.5
Foreign exchange impact 18.1  2.7  0.6  21.4
Acquisition of goodwill(1) 1.6  968.9  49.3  1,019.8
Measurement period adjustment(2) —  (8.2)  —  (8.2)

Balance at March 31, 2018 $ 344.2  $ 963.4  $ 205.9  $ 1,513.5

(1) Refer to Note 6, "Acquisitions," for further information. The Company may assign goodwill to other reporting units of the Company when the analysis of
expected synergies is completed.

(2) During the third quarter of fiscal 2018, the Company made a measurement period adjustment to the fair value of certain assets acquired due to additional
information obtained about facts and circumstances that existed as of the date of acquisition. As a result, there was an increase in other assets with a
corresponding decrease in goodwill of $8.2 million. There was no impact on the Condensed Consolidated Statements of Operations. 

Intangible Assets

Intangible assets consist of the following:

 March 31, 2018  July 1, 2017

 

Gross 
Carrying 
Amount  

Accum.
Amort.  Net  

Gross 
Carrying 
Amount  

Accum.
Amort.  Net

 (millions)

Intangible assets subject to amortization:            
Customer relationships $ 99.7  $ (14.4)  $ 85.3  $ 54.7  $ (9.7)  $ 45.0
Order backlog 2.0  (2.0)  —  —  —  —
Favorable lease rights 97.5  (19.3)  78.2  26.1  (7.1)  19.0

Total intangible assets subject to amortization 199.2  (35.7)  163.5  80.8  (16.8)  64.0
Intangible assets not subject to amortization:            

Trademarks and trade names 1,576.8  —  1,576.8  276.8  —  276.8

Total intangible assets $ 1,776.0  $ (35.7)  $ 1,740.3  $ 357.6  $ (16.8)  $ 340.8
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As of March 31, 2018, the expected amortization expense for intangible assets is as follows:

  Amortization Expense
 (millions)

Remainder of fiscal 2018 $ 4.9
Fiscal 2019 22.0
Fiscal 2020 20.3
Fiscal 2021 18.9
Fiscal 2022 16.9
Fiscal 2023 15.9
Fiscal 2024 and thereafter 64.6

Total $ 163.5

The expected amortization expense above reflects remaining useful lives ranging from approximately 12.1 to 14.3 years for customer relationships and
the remaining lease terms ranging from approximately 3 months to 17.0 years for favorable lease rights.

8. STOCKHOLDERS' EQUITY

A reconciliation of stockholders' equity is presented below:

 
Shares of
Common

Stock  Common Stock  
Additional

Paid-in-
Capital  

(Accumulated
Deficit) / Retained

Earnings  

Accumulated
Other

Comprehensive
Loss  

Total
Stockholders'

Equity

 (millions, except per share data)

Balance at July 2, 2016 278.5  $ 2.8  $ 2,857.1  $ (104.1)  $ (72.9)  $ 2,682.9

Net income —  —  —  439.3  —  439.3

Other comprehensive loss —  —  —  —  (20.9)  (20.9)
Shares issued, pursuant to stock-based

compensation arrangements, net of shares
withheld for taxes 2.6  —  18.9  —  —  18.9

Share-based compensation —  —  56.8  —  —  56.8

Excess tax effect from share-based compensation —  —  (1.0)  —  —  (1.0)

Dividends declared ($1.0125 per share) —  —  —  (284.1)  —  (284.1)

Balance at April 1, 2017 281.1  $ 2.8  $ 2,931.8  $ 51.1  $ (93.8)  $ 2,891.9

            

Balance at July 1, 2017 281.9  $ 2.8  $ 2,978.3  $ 107.7  $ (86.9)  $ 3,001.9

Net income —  —  —  185.8  —  185.8

Other comprehensive income —  —  —  —  40.5  40.5
Shares issued, pursuant to stock-based

compensation arrangements, net of shares
withheld for taxes 5.9  0.1  126.6  —  —  126.7

Share-based compensation —  —  66.8  —  —  66.8
Additional paid-in-capital as part of purchase

consideration —  —  5.3  —  —  5.3

Dividends declared ($1.0125 per share) —  —  —  (289.0)  —  (289.0)

Balance at March 31, 2018 287.8  $ 2.9  $ 3,177.0  $ 4.5  $ (46.4)  $ 3,138.0
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The components of accumulated other comprehensive loss ("AOCI"), as of the dates indicated, are as follows:

 

Unrealized
(Losses) Gains

on Cash
Flow

Hedging
Derivatives(1)  

Unrealized Gains
(Losses)

on Available-
for-Sale

Investments  

Cumulative
Translation
Adjustment  Other(2)  Total

 (millions)

Balances at July 2, 2016 $ (8.8)  $ 0.3  $ (62.9)  $ (1.5)  $ (72.9)

Other comprehensive income (loss) before reclassifications 5.6  (0.8)  (31.6)  —  (26.8)
Less: losses reclassified from accumulated other comprehensive income to

earnings (5.9)  —  —  —  (5.9)

Net current-period other comprehensive income (loss) 11.5  (0.8)  (31.6)  —  (20.9)

Balances at April 1, 2017 $ 2.7  $ (0.5)  $ (94.5)  $ (1.5)  $ (93.8)

          

Balances at July 1, 2017 $ 3.0  $ (0.4)  $ (89.1)  $ (0.4)  $ (86.9)

Other comprehensive (loss) income before reclassifications (4.8)  0.5  46.9  —  42.6
Less: income reclassified from accumulated other comprehensive

income to earnings 2.0  0.1  —  —  2.1

Net current-period other comprehensive (loss) income (6.8)  0.4  46.9  —  40.5

Balances at March 31, 2018 $ (3.8)  $ —  $ (42.2)  $ (0.4)  $ (46.4)

(1) The ending balances of AOCI related to cash flow hedges are net of tax of $1.6 million and ($1.4) million as of March 31, 2018 and April 1, 2017,
respectively. The amounts reclassified from AOCI are net of tax of ($1.7) million and $3.1 million as of March 31, 2018 and April 1, 2017, respectively.

(2) Other represents the accumulated loss on the Company's minimum pension liability adjustment. The balances at March 31, 2018 and April 1, 2017 are
net of tax of $0.2 million and $0.8 million, respectively. 

9. EARNINGS PER SHARE

Basic net income per share is calculated by dividing net income by the weighted-average number of shares outstanding during the period. Diluted net
income per share is calculated similarly but includes potential dilution from the exercise of stock options and restricted stock units and any other potentially
dilutive instruments, only in the periods in which such effects are dilutive under the treasury stock method.
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The following is a reconciliation of the weighted-average shares outstanding and calculation of basic and diluted earnings per share:

 Three Months Ended  Nine Months Ended

 
March 31, 

2018  
April 1, 

2017  
March 31, 

2018  
April 1, 

2017
 (millions, except per share data)

Net income $ 140.3  $ 122.2  $ 185.8  $ 439.3

        

Weighted-average basic shares 286.2  280.8  284.7  280.2
Dilutive securities:        

Effect of dilutive securities 3.9  2.1  3.1  2.0

Weighted-average diluted shares 290.1  282.9  287.8  282.2

        

Net income per share:        
Basic $ 0.49  $ 0.44  $ 0.65  $ 1.57

Diluted $ 0.48  $ 0.43  $ 0.65  $ 1.56

Earnings per share amounts have been calculated based on unrounded numbers. Options to purchase shares of the Company's common stock at an
exercise price greater than the average market price of the common stock during the reporting period are anti-dilutive and therefore not included in the
computation of diluted net income per common share. In addition, the Company has outstanding restricted stock unit awards that are issuable only upon the
achievement of certain performance goals. Performance-based restricted stock unit awards are included in the computation of diluted shares only to the extent
that the underlying performance conditions (and any applicable market condition modifiers) (i) are satisfied as of the end of the reporting period or (ii) would
be considered satisfied if the end of the reporting period were the end of the related contingency period and the result would be dilutive under the treasury
stock method. As of March 31, 2018 and April 1, 2017, there were 4.2 million and 9.9 million, respectively, of additional shares issuable upon exercise of
anti-dilutive options and contingent vesting of performance-based restricted stock unit awards, which were excluded from the diluted share calculations.

10. SHARE-BASED COMPENSATION

The following table shows the total compensation cost charged against income for share-based compensation plans and the related tax benefits
recognized in the Company's Condensed Consolidated Statements of Operations for the periods indicated: 

 Three Months Ended  Nine Months Ended

 
March 31,

2018(1)  
April 1, 

2017  
March 31,

2018(1)  
April 1,

2017
 (millions)

Share-based compensation expense $ 22.8  $ 20.1  $ 66.8  $ 56.8
Income tax benefit related to share-based compensation

expense(2) 5.9  6.4  17.8  17.5

(1) During the three and nine months ended March 31, 2018, the Company incurred $0.4 million and $5.1 million of share-based compensation expense,
respectively, related to severance as a result of integration. There was no share-based compensation expense under the Operational Efficiency Plan for the
three months ended March 31, 2018 and $0.8 million for the nine months ended March 31, 2018. During the three and nine months ended April 1, 2017,
the Company incurred $1.2 million and $1.7 million, respectively, of share-based compensation expense under the Operational Efficiency Plan.

(2) The tax rates used to calculate the income tax benefit for fiscal 2018 are based on the enactment of the new tax legislation in the second quarter of fiscal
2018. Refer to Note 14, "Income Taxes," for further information.

15



TAPESTRY, INC.
 

Notes to Condensed Consolidated Financial Statements (continued)

Stock Options

A summary of stock option activity during the nine months ended March 31, 2018 is as follows:

 

Number of 
Options

Outstanding  

Weighted-Average
Exercise Price per

Option
 (millions)   
Outstanding at July 1, 2017 15.0  $ 39.75

Granted 3.1  41.82
Exercised (4.5)  48.08
Forfeited or expired (0.8)  45.11

Outstanding at March 31, 2018 12.8  36.99

Vested and expected to vest at March 31, 2018 12.6  42.73
Exercisable at March 31, 2018 6.7  46.24

At March 31, 2018, $29.5 million of total unrecognized compensation cost related to non-vested stock option awards is expected to be recognized over a
weighted-average period of 1.3 years.

The weighted-average grant-date fair value of options granted during the nine months ended March 31, 2018 and April 1, 2017 was $7.75 and $7.32,
respectively. The total intrinsic value of options exercised during the nine months ended March 31, 2018 and April 1, 2017 was $57.2 million and $8.4
million, respectively. The total cash received from option exercises was $156.7 million and $39.2 million for the nine months ended March 31, 2018 and
April 1, 2017, respectively, and the cash tax benefit realized for the tax deductions from these option exercises was approximately $10.4 million and $3.3
million, respectively.

Service-based Restricted Stock Unit Awards ("RSUs")

A summary of service-based RSU activity during the nine months ended March 31, 2018 is as follows:

 

Number of
Non-vested

RSUs  

Weighted-
Average Grant-
Date Fair Value

per RSU
 (millions)   
Non-vested at July 1, 2017 3.5  $ 50.28

Granted 1.6  43.31
Awards issued in connection with acquisition 0.4  47.26
Vested (1.7)  47.21
Forfeited (0.3)  39.55

Non-vested at March 31, 2018 3.5  49.18

At March 31, 2018, $83.4 million of total unrecognized compensation cost related to non-vested share awards is expected to be recognized over a
weighted-average period of 1.3 years.

The weighted-average grant-date fair value of share awards granted during the nine months ended March 31, 2018 and April 1, 2017 was $43.31 and
$39.43, respectively. The total fair value of shares vested during the nine months ended March 31, 2018 and April 1, 2017 was $82.1 million and $67.7
million, respectively.
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Performance-based Restricted Stock Unit Awards ("PRSUs")

A summary of PRSU activity during the nine months ended March 31, 2018 is as follows:

 

Number of
Non-vested

PRSUs  

Weighted-
Average Grant-
Date Fair Value

per PRSU
 (millions)   
Non-vested at July 1, 2017 1.5  $ 37.78

Granted 0.3  41.22
Change due to performance condition achievement (0.6)  47.32
Vested (0.2)  46.89
Forfeited (0.1)  36.88

Non-vested at March 31, 2018 0.9  30.64

At March 31, 2018, $13.5 million of total unrecognized compensation cost related to non-vested PRSU awards is expected to be recognized over a
weighted-average period of 1.2 years.

The PRSU awards included in the non-vested amount are based on certain Company-specific financial and operational metrics.

The weighted-average grant-date fair value per share of PRSU awards granted during the nine months ended March 31, 2018 and April 1, 2017 was
$41.22 and $39.53, respectively. The total fair value of awards that vested during the nine months ended March 31, 2018 and April 1, 2017 was $11.4 million
and $0.9 million, respectively.

In the nine months ended March 31, 2018 and April 1, 2017, the cash tax benefit realized for the tax deductions from all RSUs (service and performance-
based) was $16.7 million and $19.3 million, respectively. 

11. DEBT

The following table summarizes the components of the Company’s outstanding debt:

 
March 31,

 2018  
July 1,
2017

 (millions)

Current Debt:    
Capital Lease Obligations $ 0.7  $ —

Total Current Debt $ 0.7  $ —

    

Long-Term Debt:    
4.250% Senior Notes due 2025 $ 600.0  $ 600.0
3.000% Senior Notes due 2022 400.0  400.0
4.125% Senior Notes due 2027 600.0  600.0
Note Payable 11.4  —
Capital Lease Obligations 6.3  —

Total Long-Term Debt 1,617.7  1,600.0
Less: Unamortized Discount and Debt Issuance Costs (18.2)  (20.5)

Total Long-Term Debt, net $ 1,599.5  $ 1,579.5

During the three and nine months ended March 31, 2018, the Company recognized interest expense related to its debt of $18.9 million and $68.6 million,
respectively. During the three and nine months ended April 1, 2017, the Company recognized interest expense related to its debt of $7.1 million and $21.5
million, respectively.

Credit Facilities/Term Loans

On May 30, 2017, the Company entered into a definitive credit agreement whereby Bank of America, N.A., as administrative agent, the other agents party
thereto, and a syndicate of banks and financial institutions have (i) committed to lend to the Company, subject to the satisfaction or waiver of the conditions
set forth in the agreement, an $800.0 million term loan facility maturing six
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months after the term loans thereunder are borrowed (the “Six-Month Term Loan Facility”), and a $300.0 million term loan facility maturing three years after
the term loans thereunder are borrowed (collectively with the Six-Month Term Loan Facility, the “Term Loan Facilities”) and (ii) made available to the
Company a $900.0 million revolving credit facility, including sub-facilities for letters of credit, with a maturity date of May 30, 2022 (the “Revolving Credit
Facility,” collectively with the Term Loan Facilities, "the Facility"). The Revolving Credit Facility replaced the Company’s previously existing revolving
credit facility under the Amendment and Restatement Agreement, dated as of March 18, 2015, by and between the Company, certain lenders and JPMorgan
Chase Bank, N.A., as administrative agent. The Revolving Credit Facility may be used to finance the working capital needs, capital expenditures, permitted
investments, share purchases, dividends and other general corporate purposes of the Company and its subsidiaries (which may include commercial paper
back-up). Letters of credit and swing line loans may be issued under the Revolving Credit Facility as described below. On July 10, 2017, the Company
borrowed $800.0 million under the Six-Month Term Loan Facility and $300.0 million under the Three-Year Term Loan Facility to pay a portion of the
purchase price of the Company's acquisition of Kate Spade. On January 10, 2018 the Company repaid the Six-Month Term Loan Facility in accordance with
the terms of the agreement. On January 24, 2018, the Company repaid the Three-Year Term Loan Facility, earlier than the terms in the agreement.
Accordingly, there were no outstanding borrowings under the Term Loan Facilities and no outstanding borrowings on the Revolving Credit Facility as of
March 31, 2018.

Borrowings under the Revolving Credit Facility bear interest at a rate per annum equal to, at the Borrowers’ option, either (a) an alternate base rate (which
is a rate equal to the greatest of (i) the Prime Rate in effect on such day, (ii) the Federal Funds Effective Rate in effect on such day plus ½ of 1% or (iii) the
Adjusted LIBO Rate for a one month Interest Period on such day plus 1%) or (b) a rate based on the rates applicable for deposits in the interbank market for
U.S. Dollars or the applicable currency in which the loans are made plus, in each case, an applicable margin. The applicable margin will be determined by
reference to a grid, as defined in the Credit Agreement, based on the ratio of (a) consolidated debt plus 600% of consolidated lease expense to (b)
consolidated EBITDAR. Additionally, the Company pays a commitment fee at a rate determined by the reference to the aforementioned pricing grid.

4.250% Senior Notes due 2025

On March 2, 2015, the Company issued $600.0 million aggregate principal amount of 4.250% senior unsecured notes due April 1, 2025 at 99.445% of par
(the “2025 Senior Notes”). Interest is payable semi-annually on April 1 and October 1 beginning October 1, 2015. Prior to January 1, 2025 (90 days prior to
the scheduled maturity date), the Company may redeem the 2025 Senior Notes in whole or in part, at its option at any time or from time to time, at a
redemption price equal to the greater of (1) 100% of the principal amount of the 2025 Senior Notes to be redeemed or (2) the sum of the present values of the
remaining scheduled payments of principal and interest thereon that would have been payable in respect of the 2025 Senior Notes calculated as if the maturity
date of the 2025 Senior Notes was January 1, 2025 (not including any portion of payments of interest accrued to the date of redemption), discounted to the
redemption date on a semi-annual basis at the Adjusted Treasury Rate (as defined in the indenture for the 2025 Senior Notes) plus 35 basis points, plus, in the
case of each of (1) and (2), accrued and unpaid interest to the redemption date. On and after January 1, 2025 (90 days prior to the scheduled maturity date),
the Company may redeem the 2025 Senior Notes in whole or in part, at its option at any time or from time to time, at a redemption price equal to 100% of the
principal amount of the 2025 Senior Notes to be redeemed, plus accrued and unpaid interest to the redemption date.

3.000% Senior Notes due 2022

On June 20, 2017, the Company issued $400.0 million aggregate principal amount of 3.000% senior unsecured notes due July 15, 2022 at 99.505% of par
(the "2022 Senior Notes"). Interest is payable semi-annually on January 15 and July 15 beginning January 15, 2018. Prior to June 15, 2022 (one month prior
to the scheduled maturity date), the Company may redeem the 2022 Senior Notes in whole or in part, at its option at any time or from time to time, at a
redemption price equal to the greater of (1) 100% of the principal amount of the 2022 Senior Notes to be redeemed or (2) as determined by a Quotation
Agent, the sum of the present values of the remaining scheduled payments of principal and interest thereon that would have been payable in respect of the
2022 Senior Notes calculated as if the maturity date of the 2022 Senior Notes was June 15, 2022 (not including any portion of payments of interest accrued to
the date of redemption), discounted to the redemption date on a semi-annual basis (assuming a 360-day year consisting of twelve 30-day months) at the
Adjusted Treasury Rate (as defined in the Prospectus Supplement) plus 25 basis points, plus, in the case of each of (1) and (2), accrued and unpaid interest to
the redemption date.

4.125% Senior Notes due 2027

On June 20, 2017, the Company issued $600.0 million aggregate principal amount of 4.125% senior unsecured notes due July 15, 2027 at 99.858% of par
(the "2027 Senior Notes"). Interest is payable semi-annually on January 15 and July 15 beginning January 15, 2018. Prior to April 15, 2027 (the date that is
three months prior to the scheduled maturity date), the Company may redeem the 2027 Senior Notes in whole or in part, at its option at any time or from time
to time, at a redemption price equal to the greater of (1) 100% of the principal amount of the 2027 Senior Notes to be redeemed or (2) as determined by a
Quotation Agent, the sum of the present values of the remaining scheduled payments of principal and interest thereon that would have been payable
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in respect of the 2027 Senior Notes calculated as if the maturity date of the 2027 Senior Notes was April 15, 2027 (not including any portion of payments of
interest accrued to the date of redemption), discounted to the redemption date on a semi-annual basis (assuming a 360-day year consisting of twelve 30-day
months) at the Adjusted Treasury Rate (as defined in the Prospectus Supplement) plus 30 basis points, plus, in the case of each of (1) and (2), accrued and
unpaid interest to the redemption date.

At March 31, 2018 and July 1, 2017, the total fair value of the 2025, 2022 and 2027 Senior Notes was approximately $1.57 billion and $1.62 billion,
respectively, based on external pricing data, including available quoted market prices of these instruments, and consideration of comparable debt instruments
with similar interest rates and trading frequency, among other factors, and is classified as a Level 2 measurement within the fair value hierarchy.

12. FAIR VALUE MEASUREMENTS

The Company categorizes its assets and liabilities, based on the priority of the inputs to the valuation technique, into a three-level fair value hierarchy as
set forth below. The three levels of the hierarchy are defined as follows:

Level 1 — Unadjusted quoted prices in active markets for identical assets or liabilities. 

Level 2 — Observable inputs other than quoted prices included in Level 1. Level 2 inputs include quoted prices for identical assets or liabilities in
non-active markets, quoted prices for similar assets or liabilities in active markets, and inputs other than quoted prices that are observable for
substantially the full term of the asset or liability. 

Level 3 — Unobservable inputs reflecting management’s own assumptions about the input used in pricing the asset or liability. The Company does
not have any Level 3 investments.
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The following table shows the fair value measurements of the Company’s financial assets and liabilities at March 31, 2018 and July 1, 2017:

 Level 1  Level 2

 
March 31, 

2018  
July 1, 
2017  

March 31, 
2018  

July 1, 
2017

 (millions)

Assets:        

Cash equivalents(1) $ 387.3  $ 760.0  $ 0.4  $ 226.0

Short-term investments:        
Time deposits(2) —  —  0.7  0.6

Commercial paper(2) —  —  —  68.8

Government securities - U.S.(2) —  130.4  —  —

Corporate debt securities - U.S.(2) —  —  —  116.2

Corporate debt securities - non U.S.(2) —  —  —  92.6

Other —  —  5.9  2.1

Long-term investments:        
Government securities - non U.S.(3) 0.1  —  —  —

Corporate debt securities - U.S.(3) —  —  —  46.9

Corporate debt securities - non U.S.(3) —  —  —  28.2

Derivative Assets:        
Inventory-related hedges(4) —  —  1.8  3.5

Intercompany loan hedges(4) —  —  1.7  —

Liabilities:        

Derivative liabilities:        
Inventory-related hedges(4) —  —  6.5  1.0

Intercompany loan hedges(4) —  —  0.1  0.7

(1) Cash equivalents consist of money market funds and time deposits with maturities of three months or less at the date of purchase. Due to their short term
maturity, management believes that their carrying value approximates fair value.

(2) Short-term available-for-sale investments are recorded at fair value, which approximates their carrying value, and are primarily based upon quoted
vendor or broker priced securities in active markets.

(3) Fair value is primarily determined using vendor or broker priced securities in active markets.
(4) The fair value of these hedges is primarily based on the forward curves of the specific indices upon which settlement is based and includes an adjustment

for the counterparty’s or Company’s credit risk.

Non-Financial Assets and Liabilities 

The Company’s non-financial instruments, which primarily consist of goodwill, intangible assets and property and equipment, are not required to be
measured at fair value on a recurring basis and are reported at carrying value. However, on a periodic basis whenever events or changes in circumstances
indicate that their carrying value may not be fully recoverable (and at least annually for goodwill and indefinite-lived intangible assets), non-financial
instruments are assessed for impairment and, if applicable, written-down to and recorded at fair value, considering market participant assumptions.
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13. INVESTMENTS

The following table summarizes the Company’s U.S. dollar-denominated investments, recorded within the Company's Condensed Consolidated Balance
Sheets as of March 31, 2018 and July 1, 2017:

 March 31, 2018  July 1, 2017

 Short-term  Long-term  Total  Short-term  Long-term  Total

 (millions)

Available-for-sale investments:            

Commercial paper(1) $ —  $ —  $ —  $ 68.8  $ —  $ 68.8

Government securities - U.S. —  —  —  130.4  —  130.4

Government securities - non-U.S. —  0.1  0.1  —  —  —

Corporate debt securities - U.S. —  —  —  116.2  46.9  163.1

Corporate debt securities - non-U.S. —  —  —  92.6  28.2  120.8

Available-for-sale investments, total $ —  $ 0.1  $ 0.1  $ 408.0  $ 75.1  $ 483.1

Other:            
Time deposits(1) 0.7  —  0.7  0.6  —  0.6

Other 5.9  —  5.9  2.1  —  2.1

Total Investments $ 6.6  $ 0.1  $ 6.7  $ 410.7  $ 75.1  $ 485.8

(1) These securities have original maturities greater than three months and are recorded at fair value.

There were no material gross unrealized gains or losses on available-for-sale securities during the periods ended March 31, 2018 and July 1, 2017.

14. INCOME TAXES

On December 22, 2017, H.R.1, formerly known as the Tax Cuts and Jobs Act (the “Tax Legislation”) was enacted. The Tax Legislation significantly
revises the U.S. tax code by (i) lowering the U.S federal statutory income tax rate from 35% to 21%, (ii) implementing a territorial tax system, (iii) imposing a
one-time transition tax on deemed repatriated earnings of foreign subsidiaries ("Transition Tax"), (iv) requiring current inclusion of global intangible low
taxed income (“GILTI”) of certain earnings of controlled foreign corporations in U.S. federal taxable income, (v) creating the base erosion anti-abuse tax
(“BEAT”) regime, (vi) implementing bonus depreciation that will allow for full expensing of qualified property, and (vii) limiting deductibility of interest and
executive compensation expense, among other changes. Due to the fact that the Company is a fiscal year filer, the blended U.S. federal statutory rate for fiscal
2018 is 28.0%. The U.S. federal statutory rate will be 21.0% in fiscal 2019 and thereafter.

The Company recorded the applicable impact of the Tax Legislation within its provision for income taxes in the quarter ended March 31, 2018. The
Company has recorded the required income tax effects under the Tax Legislation and provided disclosure pursuant to ASC 740, Income Taxes, and the SEC
Staff Accounting Bulletin ("SAB") 118, using its best estimates based on reasonable and supportable assumptions and available inputs and underlying
information as of the reporting date. The two provisions that significantly impact the Company for fiscal 2018 are the calculation of the Transition Tax and
the impact of the U.S. federal statutory rate reduction, from 35% to 21%, on the current and deferred tax provision and related accounts. These amounts were
recorded as provisional pursuant to SAB 118 since both require more detailed information before these amounts can be finalized. All amounts recorded were
based on current available guidance on interpretation of the Tax Legislation, and reasonable approaches to estimating their impact. Pursuant to SAB 118, for
certain elements of the Tax Legislation for which a reasonable estimate could not be determined, the Company has not reported provisional amounts related to
these elements and has continued to account for them in accordance with ASC 740 based on the tax laws in effect before the Tax Legislation. The amounts
recorded in the three and nine months ended March 31, 2018 are subject to adjustment as future guidance becomes available, additional facts become known
or estimation approaches are refined.
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The following table represents amounts recorded to provision for income taxes in the nine months ended March 31, 2018 for items related to the Tax
Legislation:

 Nine Months Ended

 March 31, 2018
 (millions)

Impact of Change in U.S. Federal Statutory Rate on Pre-Tax Income $ (9.6)
Discrete Impacts of Tax Legislation:  

Transition Tax(1) 304.3
Re-measurement of Deferred Taxes(2) (104.7)

Total Impact of Tax Legislation $ 190.0

(1)  The Tax Legislation requires the Company to pay a Transition Tax on previously unremitted earnings of certain non-U.S. subsidiaries. The Transition Tax
is payable in installments over 8 years beginning in calendar 2018. In the nine months ended March 31, 2018, the Company recorded a cumulative charge
of $304.3 million for the Transition Tax. Given that a portion of the total anticipated charge must be recognized ratably throughout fiscal 2018, the
Company anticipates recording an additional charge during the remainder of fiscal 2018 or approximately $315 million for the full fiscal year ended June
30, 2018. In the nine months ended March 31, 2018, $270.9 million is recorded as long-term income taxes payable and $33.4 million is recorded in
accrued liabilities related to the current portion of this payable on the Company's Condensed Consolidated Balance Sheet as of March 31, 2018.
Additional detailed information required to complete the calculation includes, but is not limited to, (i) completing a foreign earnings and profit study to
determine the Company’s deferred foreign income since 1986, including all acquisitions; (ii) determining foreign taxes paid against deferred foreign
income; and (iii) determining whether the Company has an Overall Foreign Loss.

Prior to the reporting period in which the Tax Legislation was enacted, the Company did not recognize a deferred tax liability related to
unremitted foreign earnings because it overcame the presumption of the repatriation of foreign earnings. As a result of the enactment of the Tax
Legislation, the Company has recorded a provisional Transition Tax related to all post-1986 earnings of its non-U.S. subsidiaries. The Company is still
evaluating whether those earnings will be repatriated to the U.S. and if there are any additional tax consequences resulting from the repatriation. Due to
the complexity surrounding the application of new Tax Legislation, the Company will continue to evaluate outside basis differences and any related
impact.

The Company expects that the Transition Tax will result in an increase to Provision for income taxes of approximately $315 million in fiscal
2018. Based on the interpretation of available guidance, the Company expects to remit the first payment on the due date of its fiscal year 2018 income tax
return, which will be in fiscal 2019. The balance of annual payments will be paid ratably in our quarterly estimated tax payments. The following table
presents the expected timing of income tax payments related to the Transition Tax expected to be recognized by the Company in fiscal 2018:

 Transition Tax Payments
 (millions)

Remainder of fiscal 2018 $ —
Fiscal 2019 50.4
Fiscal 2020 25.2
Fiscal 2021 25.2
Fiscal 2022 25.2
Fiscal 2023 47.3
Fiscal 2024 and thereafter 141.7

Total $ 315.0

(2) Deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences between the financial statement carrying
amounts of existing assets and liabilities and their respective tax basis. The Company has estimated the rate change adjustment related to the deferred tax
balances that will reverse within the 2018 fiscal year at a blended U.S federal statutory income tax rate of 28% and those that will reverse after the 2018
fiscal year at the U.S federal statutory income tax rate of 21%. This deferred tax rate change adjustment is provisional and will be finalized after the
Company completes its fiscal year. This amount will change if the estimated timing of the deferred tax impacts shifts between fiscal
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2018 and fiscal 2019 and beyond. The Company’s estimated adjustment may also be affected by other analysis related to the Tax Legislation, including,
but not limited to, the calculation of deemed repatriation of deferred foreign income and the U.S. state income tax effect of adjustments made to federal
temporary differences, such as the full expensing of qualified property which may not be allowed from a state tax perspective.

The Tax Legislation includes substantial changes to the taxation of foreign income, effectively converting the U.S. to a territorial income tax regime.
Notable changes include that foreign earnings after December 31, 2017 will generally be eligible for a 100% dividends received exemption, however
companies may be subject to the BEAT and GILTI, which would increase the U.S federal statutory income tax rate above 21%. With limited exception, these
tax regimes do not impact the Company until fiscal year 2019, and based on current facts and circumstances, the Company believes that GILTI is the tax
regime most likely to apply. Under the GILTI regime, a portion of the Company’s foreign earnings will be subject to U.S. taxation, offset by available foreign
tax credits subject to certain limitations. To the extent a company’s foreign operations are subject to GILTI and there is an existing outside basis difference in
the Company’s foreign investments that exists within the reporting period, the Company may need to record a deferred tax liability for some portion of the
anticipated additional tax resulting from future GILTI inclusions. For companies subject to GILTI, the FASB has indicated that companies are allowed to
choose to record a deferred tax liability related to the outside basis difference in the fiscal year of enactment or record the future tax associated with GILTI as
a period cost in the period said foreign earnings are included on the U.S. tax return. The Company is currently in the process of evaluating whether an outside
basis difference in foreign investments exists and to what extent it will be subject to GILTI. Accordingly, the Company has recorded no additional deferred
tax liability as of the quarter ended March 31, 2018.

Other provisions of the new legislation that are not applicable to the Company until fiscal 2019 include, but are not limited to, limiting deductibility of
interest and executive compensation expense. Based on current facts and circumstances, we do not anticipate the impact of these provisions to be material to
the overall financial statements.

15. COMMITMENTS AND CONTINGENCIES

Letters of Credit

The Company had standby letters of credit, surety bonds and bank guarantees totaling $23.7 million and $9.0 million outstanding at March 31, 2018 and
July 1, 2017, respectively. The agreements, which expire at various dates through calendar 2039, primarily collateralize the Company's obligation to third
parties for leases, insurance claims, duty and materials used in product manufacturing. The Company pays certain fees with respect to these instruments that
are issued.

Tax Legislation

The Tax Legislation requires the Company to pay a one-time tax, or Transition Tax on previously unremitted earnings of certain non-U.S. subsidiaries.
The Company expects to pay approximately $315 million related to the Transition Tax. Refer to Note 14, "Income Taxes," for more information related to the
impact of the Tax Legislation.

Other

The Company had other contractual cash obligations as of March 31, 2018 related to debt repayments. Refer to Note 11, "Debt," for further information.

In the ordinary course of business, the Company is a party to several pending legal proceedings and claims. Although the outcome of such items cannot
be determined with certainty, the Company's general counsel and management are of the opinion that the final outcome will not have a material effect on the
Company’s cash flow, results of operations or financial position.

16. SEGMENT INFORMATION

Prior to fiscal 2018, the Company had the following three reportable segments: North America (Coach brand), International (Coach brand) and Stuart
Weitzman. Beginning in fiscal 2018, the Company realigned its business following the acquisition of Kate Spade. The Company now has three reportable
segments, which are the Company's operating segments. These segments are based on its business activities and organization:

• Coach - Includes worldwide sales of Coach brand products to customers through Coach-operated stores, including the Internet, concession shop-in-
shops and sales to wholesale customers and independent third party distributors.

• Kate Spade - Includes worldwide sales primarily of kate spade new york brand products to customers through Kate Spade operated stores, including
the Internet, concession shop-in-shops, independent third party distributors and to wholesale customers.

• Stuart Weitzman - Includes worldwide sales of Stuart Weitzman brand products primarily to wholesale customers, numerous independent third party
distributors and through Stuart Weitzman operated stores, including the Internet.
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The new segment structure is consistent with how the Company establishes its overall business strategy, allocates resources and assesses performance of
its business. Additionally, certain costs were reclassified in fiscal 2017 results from Corporate to the Coach and Stuart Weitzman segments, as the costs can
now be specifically identified to a segment.

The following table summarizes segment performance for the three and nine months ended March 31, 2018 and April 1, 2017:

 Coach(1)  
Kate

Spade(1)  
Stuart

Weitzman(1)  Corporate(2)  Total
 (millions)

Three Months Ended March 31, 2018          

          

Net sales $ 969.3  $ 269.3  $ 83.8  $ —  $ 1,322.4

Gross profit 691.3  172.3  45.3  —  908.9

Operating income (loss) 240.9  3.8  (11.6)  (74.1)  159.0

Income (loss) before provision for income taxes 240.9  3.8  (11.6)  (91.0)  142.1

Depreciation and amortization expense(3) 33.0  18.8  4.2  9.9  65.9

Additions to long-lived assets(4) 29.9  2.3  1.2  26.7  60.1

          

Three Months Ended April 1, 2017          

          

Net sales $ 915.3  $ —  $ 79.9  $ —  $ 995.2

Gross profit 656.1  —  49.6  —  705.7

Operating income (loss) 222.9  —  2.5  (74.3)  151.1

Income (loss) before provision for income taxes 222.9  —  2.5  (78.3)  147.1

Depreciation and amortization expense(3) 34.7  —  4.0  11.5  50.2

Additions to long-lived assets(4) 32.3  —  2.5  35.6  70.4

          

Nine Months Ended March 31, 2018          

Net sales $ 3,122.6  $ 972.8  $ 300.9  $ —  $ 4,396.3

Gross profit 2,169.4  506.6  174.7  —  2,850.7

Operating income (loss) 800.4  (85.8)  18.1  (249.1)  483.6

Income (loss) before provision for income taxes 800.4  (85.8)  18.1  (308.7)  424.0

Depreciation and amortization expense(3) 103.5  49.0  12.2  32.7  197.4

Additions to long-lived assets(4) 103.8  16.3  4.4  62.1  186.6

          

Nine Months Ended April 1, 2017          

Net sales $ 3,068.8  $ —  $ 285.7  $ —  $ 3,354.5

Gross profit 2,149.9  —  176.7  —  2,326.6

Operating income (loss) 793.9  —  18.4  (217.9)  594.4

Income (loss) before provision for income taxes 793.9  —  18.4  (232.7)  579.6

Depreciation and amortization expense(3) 103.0  —  11.7  39.2  153.9

Additions to long-lived assets(4) 115.7  —  17.4  59.0  192.1

(1) During the first quarter of fiscal 2018, the Company completed its acquisition of Kate Spade & Company. During the third quarter of fiscal 2018, the
Company completed its acquisition of certain distributors for the Coach and Stuart Weitzman brands and obtained operating control of the Kate Spade
Joint Ventures. The operating results of the respective entity have been consolidated commencing on the date of each transaction.

(2) Corporate, which is not a reportable segment, represents certain costs that are not directly attributable to a brand. These costs primarily include
administration and information systems expense. Furthermore, certain integration and acquisition costs as
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well as costs under the Operational Efficiency Plan as described in Note 4, "Integration and Acquisitions Costs," and Note 5, "Restructuring Activities,"
respectively, are included within Corporate.

(3) Depreciation and amortization expense includes $3.6 million and $8.8 million of Integration & Acquisitions costs for the three and nine months ended
March 31, 2018, respectively. Depreciation and amortization expense includes $1.7 million and $5.2 million of Operational Efficiency Plan charges for
the three and nine months ended April 1, 2017, respectively. These charges are recorded within Corporate. There were no costs incurred related to the
Operational Efficiency Plan during the three and nine months ended March 31, 2018. Depreciation and amortization expense for the segments includes
an allocation of expense related to assets which support multiple segments.

(4) Additions to long-lived assets for the reportable segments primarily includes store assets as well as assets that support a specific brand. Corporate
additions include all other assets which includes a combination of Corporate assets, as well as assets that may support all segments. As such, depreciation
expense for these assets may be subsequently allocated to a reportable segment.

17. HEADQUARTERS TRANSACTIONS

Sale of Interest and Lease Transaction of Hudson Yards

During the first quarter of fiscal 2017, the Company announced the sale of its investments in 10 Hudson Yards, in New York City, and the lease of its new
global headquarters. The Company sold its equity investment in the Hudson Yards joint venture as well as net fixed assets related to the design and build-out
of the space. The Company received a purchase price of approximately $707 million (net of approximately $77 million due to the developer of Hudson Yards)
before transaction costs of approximately $26 million, resulting in a gain of $28.8 million, which will be amortized through SG&A expenses over the lease
term of 20 years, as discussed below.

The Company has simultaneously entered into a 20-year lease, accounted for as an operating lease, for the headquarters space in the building, comprised
of approximately 694,000 square feet. Under the lease, the Company has the right to expand its premises to portions of the 24th and 25th floors of the building
and has a right of first offer with respect to available space on the 26th floor of the building. The total commitment related to this lease is approximately $1.05
billion, with minimum lease payments of $41.4 million due in fiscal 2017, $45.1 million due each year from fiscal 2018 through fiscal 2021, and $825.5
million total due for years subsequent to 2021. In addition to its fixed rent obligations, the Company is obligated to pay its percentage share for customary
escalations for operating expenses attributable to the building and the Hudson Yards development, taxes and tax related payments. The Company is not
obligated to pay any amount of contingent rent.

Sale of Former Headquarters

During the second quarter of fiscal 2017, the Company completed the sale of its former headquarters on West 34th Street. Net cash proceeds of $126.0
million were generated and the sale did not result in a material gain or loss.

Sublease Agreement

On September 13, 2017, the Company entered into a Sublease (the "Sublease"), as sublandlord, with The Guardian Life Insurance Company of America,
a New York mutual insurance company ("Guardian"), as subtenant, pursuant to which the Company has agreed to sublease to Guardian three floors of the
Company's leased space at 10 Hudson Yards, New York, NY, consisting of approximately 148,813 square feet of office space. The term of the Sublease
expires on June 29, 2036 (the "Expiration Date"). The rent commencement date under the Sublease is estimated to occur on February 1, 2019.

Under the terms of the Sublease, and assuming a rent commencement date of February 1, 2019, Guardian has agreed to pay monthly base rent to the
Company of approximately $0.8 million from March 1, 2019 through June 30, 2019 and monthly base rent ranging from approximately $1.1 million to $1.3
million depending on the period from July 1, 2019 through the Expiration Date. In addition to monthly base rent, Guardian has agreed to pay to the Company
Guardian’s proportionate share of increases in payments in lieu of taxes and taxes over the tax year commencing July 1, 2019, as well as Guardian’s
proportionate share of increases in operating expenses over the operating year commencing January 1, 2019. Subject to certain customary conditions set forth
in the Sublease, the Company has agreed to reimburse Guardian for certain subtenant improvements in an amount equal to $80.00 per rentable square foot, or
approximately $11.9 million in the aggregate, subject to a deduction equal to $10.00 per rentable square foot, or approximately $1.5 million in the aggregate,
for work previously performed by or on behalf of the Company.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion of the Company's financial condition and results of operations should be read together with the Company's condensed
consolidated financial statements and notes to those statements included elsewhere in this document. When used herein, the terms "the Company," "Tapestry,"
"we," "us" and "our" refer to Tapestry, Inc., including consolidated subsidiaries. References to "Coach," "Stuart Weitzman," "Kate Spade" or "kate spade new
york" refer only to the identified brand.

EXECUTIVE OVERVIEW

Tapestry is a leading New York-based house of modern luxury accessories and lifestyle brands. The Company and its brands are founded upon a creative
and consumer-led view that stands for inclusivity and approachability. The Coach brand was established in New York City in 1941 and is a leading design
house of modern luxury accessories and lifestyle collections, with a long-standing reputation built on quality craftsmanship. The Company acquired Stuart
Weitzman, a leader in women's designer footwear, during the fourth quarter of fiscal 2015. On July 11, 2017, the Company completed its acquisition of Kate
Spade. From handbags, accessories and ready-to-wear, kate spade new york's products invite women around the world to live every day uniquely and to the
fullest.

Prior to fiscal 2018, the Company had three reportable segments: North America (Coach brand), International (Coach brand) and Stuart Weitzman.
Beginning in fiscal 2018 and as a result of the Kate Spade acquisition, the Company aligned its reportable segments with the new structure of its business. As
a result, the Company has three reportable segments:

• Coach - Includes worldwide sales of Coach brand products to customers through Coach operated stores, including the Internet, concession shop-in-
shops and sales to wholesale customers and independent third party distributors.

• Kate Spade - Includes worldwide sales primarily of kate spade new york brand products to customers through Kate Spade operated stores, including
the Internet, concession shop-in-shops, independent third party distributors and wholesale customers.

• Stuart Weitzman - Includes worldwide sales of Stuart Weitzman brand products to customers primarily through wholesale customers, numerous third
party distributors and Stuart Weitzman operated stores, including the Internet.

Each of our brands is unique and independent, while sharing a commitment to innovation and authenticity defined by distinctive products and
differentiated customer experiences across channels and geographies. Our success does not depend solely on the performance of a single channel, geographic
area or brand.

Integration and Acquisitions

During the first quarter of fiscal 2018, the Company completed its acquisition of Kate Spade & Company. During the third quarter of fiscal 2018, the
Company completed its acquisition of certain distributors for the Coach and Stuart Weitzman brands and obtained operational control of the Kate Spade Joint
Ventures. The operating results of the respective entity have been consolidated in the Company's operating results commencing on the date of each
acquisition. As a result, the Company incurred charges related to the integration and acquisition of the businesses. These charges are primarily associated with
purchase price accounting adjustments, acquisition costs, inventory-related charges, contractual payments and organization-related expenses. The Company
continues to develop its plans for integration, and currently estimates that it will incur approximately $20-30 million in pre-tax charges, of which
approximately $5-10 million are expected to be non-cash charges, for the remainder of fiscal 2018.

Refer to Note 4, "Integration and Acquisition Costs," and "GAAP to Non-GAAP Reconciliation," herein, for further information.

Operational Efficiency Plan

During the fourth quarter of fiscal 2016, the Company announced a series of operational efficiency initiatives focused on creating an agile and scalable
business model (the "Operational Efficiency Plan"). The significant majority of the charges under this plan were recorded within SG&A expenses and were
substantially completed by the end of fiscal 2017. These charges are associated with organizational efficiencies, primarily related to the reduction of corporate
staffing levels globally, as well as accelerated depreciation, mainly associated with information systems retirement, technology infrastructure charges related
to the initial costs of replacing and updating our core technology platforms, and international supply chain and office location optimization. The Company has
incurred charges to date of $77.4 million. The remaining charges under this plan are expected to be approximately $5 million and will be recorded within
Corporate.

Refer to Note 5, "Restructuring Activities," and "GAAP to Non-GAAP Reconciliation," herein, for further information.
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Tax Legislation

On December 22, 2017, H.R.1, formerly known as the Tax Cuts and Jobs Act (the “Tax Legislation”) was enacted. The Tax Legislation significantly
revises the U.S. tax code by (i) lowering the U.S federal statutory income tax rate from 35% to 21%, (ii) implementing a territorial tax system, (iii) imposing a
one-time transition tax on deemed repatriated earnings of foreign subsidiaries ("Transition Tax"), (iv) requiring current inclusion of global intangible low
taxed income (“GILTI”) of certain earnings of controlled foreign corporations in U.S. federal taxable income, (v) creating the base erosion anti-abuse tax
(“BEAT”), (vi) implementing bonus depreciation that will allow for full expensing of qualified property, and (vii) limiting deductibility of interest and
executive compensation expense, among other changes. Notable changes include the following:

• The Company expects to receive the full benefit of the rate reduction in fiscal 2019, as compared with the partial rate reduction it will receive in
fiscal 2018 based on the pro-rated number of days the new rate applies to the current fiscal year. In the current year, the U.S federal statutory income
tax rate will be approximately 28%, which will further decline to 21% in fiscal 2019.

• Foreign earnings that may exist after December 31, 2017 will generally be eligible for a 100% dividends received exemption, however companies
may be subject to the alternative BEAT and GILTI tax regimes which would increase the U.S federal statutory income tax rate above 21%. With
limited exception, these tax regimes do not impact the Company until fiscal year 2019. Based on current facts and circumstances the Company
believes that GILTI is the tax regime most likely to apply. Under the GILTI regime a portion of the Company’s foreign earnings that may exist will
be subject to U.S. taxation. To the extent a company’s foreign operations are subject to GILTI and there is an existing outside basis difference in the
Company’s foreign investments that exists within the reporting period, the Company may need to record a deferred tax liability for some portion of
the anticipated additional tax resulting from future GILTI inclusions. Outside-basis difference is generally defined as the difference between an
entity’s financial statement carrying amount and the tax basis of the parent’s investment in that entity’s stock. Outside basis differences typically
arise from things such as the entity earning income, post-acquisition, that has yet to be distributed to the parent company, or purchase accounting
adjustments recorded on acquisition that increase or decrease the entity’s book value on the face of its financial statements, but do not provide any
additional tax basis as the adjustments must be ignored for tax purposes. For companies subject to GILTI, the FASB has indicated that companies are
allowed to choose to record a deferred tax liability related to the outside basis difference in the fiscal year of enactment or to record the future tax
associated with GILTI as a period cost in the period those foreign earnings are included on the U.S. tax return. Given that the Company is still
evaluating whether an outside basis difference in foreign investments exists and to what extent it will be subject to GILTI, the Company has recorded
no additional deferred tax liability as of the quarter ended March 31, 2018. 

• The Tax Legislation includes what many believe is an unintended consequence that results in certain Qualified Improvement Property (“QIP”),
which includes much of the Company’s leasehold improvements, being ineligible for bonus depreciation. The Company has estimated fiscal year
2018 depreciation expense based on how the law was drafted, with no consideration of the perceived legislative intent. The Company has estimated
its capital expenditures by class to estimate depreciation expense for purposes of forecasting the rate change adjustment of our deferred tax balance.
If Tax Legislation for QIP is adjusted, it will impact the rate change adjustment amount, which in turn will impact the Company’s estimated annual
effective tax rate for fiscal 2018.

• At this time, it is unknown whether certain states in which the Company operates will conform to the Tax Legislation or adopt an alternative regime.
The Company continues to monitor developments; at this time all material aspects of its provision for income tax for the quarter ended March 31,
2018 are recorded based on its historical approach to state tax expense.

• Other provisions of the new legislation that are not applicable to the Company until fiscal 2019 include, but are not limited to, the provisions limiting
deductibility of interest and executive compensation expense. Based on current facts and circumstances, we do not anticipate the impact of these
provisions to be material to the overall financial statements.

The Company expects further impact in the remainder of fiscal 2018 and in fiscal 2019 as it finalizes the calculations to determine the proper inclusion of
the Transition Tax and to re-measure its deferred tax balance. Based on currently available information, it is impossible to predict the amount of anticipated
adjustment and whether this adjustment will be beneficial or detrimental to our effective tax rate. Additional analysis required to complete the Transition Tax
calculation includes, but is not limited to, (i) completing a foreign earnings and profit study to determine the Company’s deferred foreign income since 1986,
including all acquisitions; (ii) determining foreign taxes paid against deferred foreign income; and (iii) determining whether the Company has an Overall
Foreign Loss. The Company’s estimated adjustment may also be affected by other analysis related to the Tax Legislation, including, but not limited to, the
calculation of deemed repatriation of deferred foreign income and the state tax effect of adjustments made to federal temporary differences, such as the full
expensing of qualified property which may not be allowed from a state tax perspective.
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Current Trends and Outlook

Global consumer retail traffic remains relatively inconsistent across channels and geographies, which has led to a more promotional environment in the
fragmented retail industry due to increased competition and a desire to offset traffic softness with increased levels of conversion. While certain developed
geographic regions are withstanding these pressures better than others, the level of consumer travel and spending on discretionary items remains constrained
due to the economic uncertainty. Further declines in traffic could result in store impairment charges if expected future cash flows of the related asset group do
not exceed the carrying value.

During the third quarter of fiscal 2018, Stuart Weitzman results were negatively impacted by supply chain operational challenges including production
delays, which caused lower than expected sales, as the brand was not prepared for the level of complexity and new development as it transitions to a new
creative vision. The Company is in the process of adding infrastructure and capacity to support this vision with quality and on-time deliveries. While these
efforts are under way, the Company expects to experience some negative impacts through the Fall/Winter Season.

After stronger than expected economic performance in calendar 2017, including improvements in the labor and housing market as well as modest growth
in overall consumer spending, the U.S. economic outlook has improved and moderate economic growth is expected to continue in calendar 2018. Several
organizations that monitor the world’s economy, including the International Monetary Fund, observed economic strengthening across the majority of the
globe in 2017 and are projecting broad-based accelerated economic strengthening for 2018, but anticipate that the current growth rates are unlikely to persist
in the long term. It is still, however, too early to understand what kind of sustained impact these trends or changes in tax legislation will have on consumer
discretionary spending.

Risk of volatility or a worsening of the macroeconomic environment remains due to political uncertainty and potential changes to international trade
agreements. Political and economic instability or changing macroeconomic conditions that exist or may arise in our major markets may contribute to the
uncertainty as to whether current positive trends will be sustained, including but not limited to the impact of the United Kingdom ("U.K.") voting to leave the
European Union ("E.U.") in its referendum on June 23, 2016, commonly known as "Brexit." On March 29, 2017, the U.K. triggered Article 50 of the Lisbon
Treaty formally starting negotiations with the E.U. The U.K. has two years to complete these negotiations.

Additional macroeconomic events including foreign exchange rate volatility in various parts of the world, recent and evolving impacts of economic and
geopolitical events in Hong Kong, Macau and mainland China ("Greater China"), the impact of terrorist acts (particularly in Europe), disease epidemics and a
slowdown in emerging market growth (particularly in Asia) have contributed to this uncertainty. Our results have been impacted by foreign exchange rate
fluctuations, and will continue to fluctuate with future volatility.

We will continue to monitor these trends and evaluate and adjust our operating strategies and cost management opportunities to mitigate the related
impact on our results of operations, while remaining focused on the long-term growth of our business and protecting the value of our brands.

For a detailed discussion of significant risk factors that have the potential to cause our actual results to differ materially from our expectations, see Part I,
Item 1A. "Risk Factors" disclosed in our Annual Report on Form 10-K for the fiscal year ended July 1, 2017 and Part II, Item 1A."Risk Factors" of Form 10-
Q for the quarterly period ended on December 30, 2017.
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THIRD QUARTER FISCAL 2018 COMPARED TO THIRD QUARTER FISCAL 2017

The following table summarizes results of operations for the third quarter of fiscal 2018 compared to the third quarter of fiscal 2017. All percentages
shown in the table below and the discussion that follows have been calculated using unrounded numbers.

 Three Months Ended

 March 31, 2018  April 1, 2017  Variance
 (millions, except per share data)

  

 Amount  
% of

net sales  Amount  
% of

net sales  Amount  %

Net sales $ 1,322.4  100.0%  $ 995.2  100.0%  $ 327.2  32.9%

Gross profit 908.9  68.7  705.7  70.9  203.2  28.8

SG&A expenses 749.9  56.7  554.6  55.7  195.3  35.3

Operating income 159.0  12.0  151.1  15.2  7.9  5.1

Interest expense, net 16.9  1.3  4.0  0.4  12.9  NM

Provision for income taxes 1.8  0.1  24.9  2.5  (23.1)  92.7

Net income 140.3  10.6  122.2  12.3  18.1  14.7

Net income per share:            
Basic $ 0.49    $ 0.44    $ 0.05  12.6%

Diluted $ 0.48    $ 0.43    $ 0.05  11.8%

NM - Not meaningful

GAAP to Non-GAAP Reconciliation

The Company’s reported results are presented in accordance with accounting principles generally accepted in the United States of America ("GAAP").
The reported results during the third quarter of fiscal 2018 and fiscal 2017 reflect the impact of the Operational Efficiency Plan and Integration and
Acquisition costs, as well as the impact of the new tax legislation in the third quarter of fiscal 2018, as noted in the following tables. Refer to "Non-GAAP
Measures" herein for further discussion on the Non-GAAP measures.

Third Quarter Fiscal 2018 Items

 Three Months Ended March 31, 2018

 
GAAP Basis

(As Reported)  
Operational

Efficiency Plan  
Integration &

Acquisition  
Impact of Tax

Legislation  
Non-GAAP Basis
(Excluding Items)

 (millions, except per share data)

Gross profit $ 908.9  $ —  $ (4.1)  $ —  $ 913.0

SG&A expenses 749.9  2.9  18.3  —  728.7

Operating income 159.0  (2.9)  (22.4)  —  184.3

Income before provision for income taxes 142.1  (2.9)  (22.4)  —  167.4

Provision for income taxes 1.8  (1.0)  (12.1)  5.4  9.5

Net income 140.3  (1.9)  (10.3)  (5.4)  157.9

Diluted net income per share 0.48  —  (0.04)  (0.02)  0.54

In the third quarter of fiscal 2018 the Company incurred charges as follows:

• Operational Efficiency Plan - Total charges of $2.9 million represent technology infrastructure costs. Refer to the "Executive Overview" herein and
Note 5, "Restructuring Activities," for further information regarding this plan.
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• Integration & Acquisitions Costs - Total charges of $22.4 million, attributable to the integration and acquisition of Kate Spade and the acquisition of
certain distributors for the Coach and Stuart Weitzman brands and assumed operational control of the Kate Spade Joint Ventures. These charges
include:

◦ Organizational costs as a result of integration

◦ Limited life purchase accounting adjustments

◦ Professional fees

Refer to the "Executive Overview" herein and Note 4, "Integration & Acquisitions Costs," for more information.

• Impact of Tax Legislation - Total charges of $5.4 million primarily related to the net impact of the transition tax and re-measurement of deferred tax
balances. Refer to the "Executive Overview" herein and Note 14, "Income Taxes," for further information.

These actions taken together decreased the Company's provision for income taxes by $7.7 million, increased SG&A expenses by $21.2 million and
increased cost of sales by $4.1 million, negatively impacting net income by $17.6 million or $0.06 per diluted share.

The following table summarizes the GAAP to Non-GAAP Reconciliation by reportable segment through operating income for the third quarter of fiscal
2018:

 Three Months Ended March 31, 2018

 
GAAP Basis

(As Reported)  Coach(1)(2)  
Kate

Spade(1)(2)  
Stuart

Weitzman(1)(2)  Corporate(2)  

Non-GAAP
Basis

(Excluding
Items)

 (millions)

COGS            
Integration & Acquisition   (1.0)  (1.0)  (2.1)  —   

Gross profit $ 908.9  $ (1.0)  $ (1.0)  $ (2.1)  $ —  $ 913.0

            

SG&A            
Integration & Acquisition   0.2  9.1  4.7  4.3   
Operational Efficiency Plan   —  —  —  2.9   

SG&A $ 749.9  $ 0.2  $ 9.1  $ 4.7  $ 7.2  $ 728.7

            

Operating income $ 159.0  $ (1.2)  $ (10.1)  $ (6.8)  $ (7.2)  $ 184.3

(1) During the first quarter of fiscal 2018, the Company completed its acquisition of Kate Spade & Company. During the third quarter of fiscal 2018, the
Company completed its acquisition of certain distributors for the Coach and Stuart Weitzman brands and obtained operational control of the Kate Spade
Joint Ventures. The operating results of the respective entity have been consolidated in the Company's operating results commencing on the date of each
acquisition.

(2) Refer to Note 4, "Integration and Acquisition Costs," and Note 5, "Restructuring Activities," for further information.
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Third Quarter Fiscal 2017 Items

 Three Months Ended April 1, 2017

 
GAAP Basis

(As Reported)  
Operational

Efficiency Plan  
Integration &
Acquisition  

Non-GAAP Basis
(Excluding Items)

 (millions, except per share data)

Gross profit $ 705.7  $ —  $ —  $ 705.7

SG&A expenses 554.6  6.4  4.5  543.7

Operating income 151.1  (6.4)  (4.5)  162.0

Income before provision for income taxes 147.1  (6.4)  (4.5)  158.0

Provision for income taxes 24.9  (1.6)  (1.2)  27.7

Net income 122.2  (4.8)  (3.3)  130.3

Diluted net income per share 0.43  (0.02)  (0.01)  0.46

In the third quarter of fiscal 2017, the Company incurred charges as follows:

• Operational Efficiency Plan - $6.4 million primarily related to organizational efficiency costs and technology infrastructure.

• Integration & Acquisitions Costs - $4.5 million total charges related to the acquisition of Stuart Weitzman Holdings LLC related to charges
attributable to integration-related activities and contingent payments.

These actions taken together increased the Company's SG&A expenses by $10.9 million, negatively impacting net income by $8.1 million or $0.03 per
diluted share.

The following table summarizes the GAAP to Non-GAAP Reconciliation by reportable segment through operating income for the third quarter of fiscal
2017:

 Three Months Ended April 1, 2017

 
GAAP Basis

(As Reported)  Coach  Kate Spade  
Stuart

Weitzman(1)  Corporate(1)  
Non-GAAP Basis
(Excluding Items)

 (millions)

COGS            
Integration & Acquisition   —  —  —  —   

Gross profit $ 705.7  $ —  $ —  $ —  $ —  $ 705.7

            

SG&A            
Integration & Acquisition   —  —  1.7  2.8   
Operational Efficiency Plan   —  —  —  6.4   

SG&A $ 554.6  $ —  $ —  $ 1.7  $ 9.2  $ 543.7

            

Operating income $ 151.1  $ —  $ —  $ (1.7)  $ (9.2)  $ 162.0

(1) Refer to Note 4, "Integration and Acquisitions Costs," and Note 5, "Restructuring Activities," for further information.
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Tapestry, Inc. Summary – Third Quarter of Fiscal 2018

Currency Fluctuation Effects

The change in net sales for the third quarter of fiscal 2018 compared to fiscal 2017 has been presented both including and excluding currency fluctuation
effects.

Net Sales

Net sales in the third quarter of fiscal 2018 increased 32.9% or $327.2 million to $1.32 billion, primarily due to the Kate Spade acquisition and due to
increased revenues from Coach and Stuart Weitzman. Excluding the favorable effects of foreign currency, net sales increased by 29.9% or $297.9 million.

Gross Profit

Gross profit increased 28.8% or $203.2 million to $908.9 million in the third quarter of fiscal 2018 from $705.7 million in the third quarter of fiscal 2017.
Gross margin for the third quarter of fiscal 2018 was 68.7% as compared to 70.9% in the third quarter of fiscal 2017. Excluding non-GAAP charges of $4.1
million in the third quarter of fiscal 2018, as discussed in the "GAAP to non-GAAP Reconciliation" herein, gross profit increased 29.4% or $207.3 million to
$913.0 million in the third quarter of fiscal 2018, and gross margin decreased to 69.0% from 70.9% in the third quarter of fiscal 2017. The increase in gross
profit is primarily driven by the acquisition of Kate Spade of $173.3 million and increases in Coach of $36.2 million.

Selling, General and Administrative Expenses

The Company includes inbound product-related transportation costs from our service providers within cost of sales. The Company, similar to some
companies, includes certain transportation-related costs related to our distribution network in SG&A expenses rather than in cost of sales; for this reason, our
gross margins may not be comparable to that of entities that include all costs related to their distribution network in cost of sales.

SG&A expenses increased 35.3% or $195.3 million to $749.9 million in the third quarter of fiscal 2018 as compared to $554.6 million in the third quarter
of fiscal 2017. As a percentage of net sales, SG&A expenses increased to 56.7% during the third quarter of fiscal 2018 as compared to 55.7% during the third
quarter of fiscal 2017. Excluding non-GAAP charges of $21.2 million and $10.9 million in the third quarter of fiscal 2018 and fiscal 2017, respectively,
SG&A expenses increased $185.0 million to $728.7 million from the third quarter of fiscal 2017; and SG&A expenses as a percentage of net sales increased,
to 55.1% in the third quarter of fiscal 2018 from 54.6% in the third quarter of fiscal 2017. This increase is primarily due to the acquisition of Kate Spade of
$159.4 million, as well as increases in Coach of $17.0 million and Stuart Weitzman of $6.8 million.

Corporate expenses, which are included within SG&A expenses discussed above but are not directly attributable to a reportable segment, remained fairly
consistent with a slight decrease of 0.1% or $0.2 million to $74.1 million in the third quarter of fiscal 2018 as compared to $74.3 million in the third quarter
of fiscal 2017. Excluding non-GAAP charges of $7.2 million and $9.2 million in the third quarter of fiscal 2018 and fiscal 2017, respectively, SG&A
expenses increased 2.8% or $1.8 million in the third quarter of fiscal 2018 as compared to the third quarter of fiscal 2017.

Operating Income

Operating income increased 5.1% or $7.9 million to $159.0 million in the third quarter of fiscal 2018 as compared to $151.1 million in the third quarter
of fiscal 2017. Operating margin was 12.0% in the third quarter of fiscal 2018 as compared to 15.2% in the third quarter of fiscal 2017. Excluding non-GAAP
charges of $25.3 million in the third quarter of fiscal 2018 and $10.9 million in the third quarter of fiscal 2017, operating income increased 13.7% or $22.3
million to $184.3 million from $162.0 million in the third quarter of fiscal 2017; and operating margin was 13.9% in the third quarter of fiscal 2018 as
compared to 16.3% in the third quarter of fiscal 2017. The increase in operating income is primarily driven by growth in Coach of $19.2 million and the
acquisition of Kate Spade of $13.9 million, partially offset by a decrease in Stuart Weitzman of $9.0 million.

Interest Expense, net

Interest expense, net totaled $16.9 million in the third quarter of fiscal 2018 as compared to $4.0 million in the third quarter of fiscal 2017 due to the debt
borrowings that occurred to finance the Kate Spade acquisition.

Provision for Income Taxes

The effective tax rate was 1.3% in the third quarter of fiscal 2018 as compared to 16.9% in the third quarter of fiscal 2017. The effective tax rate of 1.3%
in the third quarter of fiscal 2018 includes the impacts of the Operational Efficiency Plan and Integration & Acquisitions, partially offset by the impact of the
Tax Legislation. Excluding non-GAAP charges, the effective tax rate was 5.6% in the third quarter of 2018 as compared to 17.5% in the third quarter of fiscal
2017. The decrease in our effective tax rate was primarily attributable to the adoption of ASU No. 2016-09 and the impact of the Tax Legislation which
lowered the U.S federal statutory income tax.
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Net Income

Net income increased $18.1 million to $140.3 million in the third quarter of fiscal 2018 as compared to $122.2 million in the third quarter of fiscal 2017.
Excluding non-GAAP charges, net income increased 21.0% or $27.6 million to $157.9 million in the third quarter of fiscal 2018 as compared to $130.3
million in the third quarter of fiscal 2017. This increase was primarily due to an increase in gross profit and lower provision for income taxes, partially offset
by an increase in SG&A expenses.

Net Income per Share

Net income per diluted share increased 11.8% to $0.48 in the third quarter of fiscal 2018 as compared to $0.43 in the third quarter of fiscal 2017.
Excluding non-GAAP charges, net income per diluted share increased 18.0% to $0.54 in the third quarter of fiscal 2018 from $0.46 in the third quarter of
fiscal 2017, primarily due to higher net income partially offset by an increase in shares.

Segment Performance - Third Quarter of Fiscal 2018

The following tables summarize results of operations by reportable segment for the third quarter of fiscal 2018 compared to the third quarter of fiscal
2017. All percentages shown in the tables below and the discussion that follows have been calculated using unrounded numbers.

Coach

 Three Months Ended

 March 31, 2018  April 1, 2017  Variance
 (millions)

 Amount  
% of

net sales  Amount  
% of

net sales  Amount  %

Net sales $ 969.3  100.0%  $ 915.3  100.0%  $ 54.0  5.9%

Gross profit 691.3  71.3  656.1  71.7  35.2  5.4

SG&A expenses 450.4  46.5  433.2  47.3  17.2  4.0

Operating income 240.9  24.9  222.9  24.4  18.0  8.1

Coach Net Sales increased 5.9% or $54.0 million to $969.3 million in the third quarter of fiscal 2018. Excluding the favorable impact of foreign currency,
net sales increased 3.1% or $28.7 million. Comparable store sales for Coach increased $21.3 million or 2.8% as compared to the third quarter of fiscal 2017.
Excluding the impact of the Internet, comparable store sales increased 1.9%. The increase in comparable store sales is primarily led by North America,
primarily due to conversion and to a lesser extent the calendar shift for Easter, which was partially offset by decreases in South Korea. Non-comparable store
sales increased by $11.4 million primarily due to Greater China and Europe, partially offset by declines in North America due to store closures. These
increases were partially offset by lower wholesale sales which decreased by $3.3 million primarily due to lower international wholesale sales, excluding the
net benefit of the expiration of the footwear license at the end of fiscal 2017 and bringing this business in-house.

Coach Gross Profit increased 5.4% or $35.2 million to $691.3 million in the third quarter of fiscal 2018 from $656.1 million in the third quarter of fiscal
2017. Gross margin decreased 40 basis points to 71.3% in the third quarter of fiscal 2018 from 71.7% in the third quarter of fiscal 2017. Excluding non-
GAAP charges of $1.0 million in the third quarter of fiscal 2018, Coach gross profit increased 5.5% or $36.2 million to $692.3 million from $656.1 million in
the third quarter of fiscal 2017, and gross margin decreased 30 basis points to 71.4% from 71.7% in the third quarter of fiscal 2017. Gross margin in the third
quarter of fiscal 2018 was favorably impacted by foreign currency by approximately 50 basis points. Excluding the impact of foreign currency in both
periods, gross margin decreased 30 basis points. The decrease in gross margin was primarily due to the negative impact of the expiration of the footwear
license of 50 basis points.

Coach SG&A Expenses increased 4.0% or $17.2 million to $450.4 million as compared to $433.2 million in the third quarter of fiscal 2017. Excluding
non-GAAP charges of $0.2 million in the third quarter of fiscal 2018, SG&A expenses increased 3.9% or $17.0 million to $450.2 million in the third quarter
of fiscal 2018; and SG&A expenses as a percentage of net sales decreased to 46.4% during the third quarter of fiscal 2018 as compared to 47.3% during the
third quarter of fiscal 2017. The $17.0 million increase is due to higher expenses in Greater China and Europe due to new store openings partially offset by
decreases in store-related costs in North America.

Coach Operating Income increased 8.1% or $18.0 million to $240.9 million in the third quarter of fiscal 2018, resulting in an operating margin of 24.9%,
as compared to $222.9 million and 24.4%, respectively in the third quarter of fiscal 2017. Excluding non-GAAP charges, Coach operating income increased
8.7% or $19.2 million to $242.1 million from $222.9 million in the third quarter of fiscal 2017; and operating margin was 25.0% in the third quarter of fiscal
2018 as compared to 24.4% in the third quarter
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of fiscal 2017. This increase is due to an increase in gross profit of $36.2 million, partially offset by higher SG&A expenses of $17.0 million.

Kate Spade

 Three Months Ended

 March 31, 2018  April 1, 2017  Variance
 (millions)

 Amount  
% of

net sales  Amount  
% of

net sales  Amount  %

Net sales $ 269.3  100.0%  $ —  —%  NM  NM

Gross profit 172.3  64.0  —  —  NM  NM

SG&A expenses 168.5  62.6  —  —  NM  NM

Operating income 3.8  1.4  —  —  NM  NM

NM - Not meaningful

Kate Spade Net Sales totaled $269.3 million in the third quarter of fiscal 2018. Comparable store sales for the period declined 9.3% primarily due to the
strategic pullback in Internet flash sales. Excluding the impact of the Internet business, comparable store sales declined 1.2%.

Kate Spade Gross Profit totaled $172.3 million in the third quarter of fiscal 2018, resulting in a gross margin of 64.0%. Excluding non-GAAP charges of
$1.0 million, gross profit totaled $173.3 million, resulting in a gross margin of 64.3%.

Kate Spade SG&A Expenses were $168.5 million in the third quarter of fiscal 2018. As a percentage of net sales, SG&A expenses were 62.6% during the
third quarter of fiscal 2018. Excluding non-GAAP charges of $9.1 million, SG&A expenses were $159.4 million or 59.2% of sales.

Kate Spade Operating Income totaled $3.8 million in the third quarter of fiscal 2018, resulting in an operating margin of 1.4%. Excluding non-GAAP
charges, Kate Spade operating income totaled $13.9 million, resulting in an operating margin of 5.1%.

Stuart Weitzman

 Three Months Ended

 March 31, 2018  April 1, 2017  Variance
 (millions)

 Amount  
% of

net sales  Amount  
% of

net sales  Amount  %

Net sales $ 83.8  100.0 %  $ 79.9  100.0%  $ 3.9  4.8 %

Gross profit 45.3  54.1  49.6  62.1  (4.3)  (8.7)

SG&A expenses 56.9  68.0  47.1  58.9  9.8  20.9

Operating (loss) income (11.6)  (13.9)  2.5  3.2  (14.1)  NM

NM - Not meaningful

Stuart Weitzman Net Sales increased 4.8% or $3.9 million to $83.8 million in the third quarter of fiscal 2018. Excluding the favorable impact of foreign
currency, net sales increased 2.0% or $1.6 million. This increase was primarily due to higher sales in the retail business of $6.0 million, primarily due to the
direct ownership of the Northern China distributor, higher comparable store sales and the impact of net store openings, partially offset by a $3.9 million
decrease in wholesale sales primarily due to supply chain operational challenges.

Stuart Weitzman Gross Profit decreased 8.7% or $4.3 million to $45.3 million during the third quarter of fiscal 2018 from $49.6 million in the third
quarter of fiscal 2017. Gross margin decreased 800 basis points to 54.1% in the third quarter of fiscal 2018 from 62.1% in the third quarter of fiscal 2017.
Excluding non-GAAP charges of $2.1 million in the third quarter of fiscal 2018, Stuart Weitzman gross profit decreased 4.4% or $2.2 million to $47.4 million
in the third quarter of fiscal 2018, and gross margin decreased 550 basis points to 56.6%. The year over year change in gross margin was negatively impacted
by foreign currency by 220 basis points, primarily due to the Euro. Excluding the impact of foreign currency, gross margin decreased 330
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basis points due to an increased level of promotional sales mix as a result of higher inventory levels and supply chain operational challenges.

Stuart Weitzman SG&A Expenses increased 20.9% or $9.8 million to $56.9 million in the third quarter of fiscal 2018 as compared to $47.1 million in the
third quarter of fiscal 2017. As a percentage of net sales, SG&A expenses increased to 68.0% during the third quarter of fiscal 2018 as compared to 58.9%
during the third quarter of fiscal 2017. Excluding non-GAAP charges of $4.7 million and $1.7 million in the third quarter of fiscal 2018 and 2017,
respectively, SG&A expenses increased 15.2% or $6.8 million to $52.2 million during the third quarter of fiscal 2018; and SG&A expenses as a percentage of
net sales increased, to 62.4% in the third quarter of fiscal 2018 from 56.7% in the third quarter of fiscal 2017. This increase is primarily due to higher
marketing expenses, as well as the direct ownership of the Northern China distributor.

Stuart Weitzman Operating Income decreased $14.1 million to an operating loss of $11.6 million in the third quarter of fiscal 2018, resulting in an
operating margin of (13.9)%, as compared to an operating income of $2.5 million and operating margin of 3.2% in fiscal 2017. Excluding non-GAAP
charges, Stuart Weitzman operating income decreased $9.0 million to an operating loss of $4.8 million from an operating income of $4.2 million in the third
quarter of fiscal 2017; and operating margin was (5.8)% in the third quarter of fiscal 2018 as compared to 5.3% in the third quarter of fiscal 2017. The
decrease in operating income was due to higher SG&A expenses and a decrease in gross profit.
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FIRST NINE MONTHS FISCAL 2018 COMPARED TO FIRST NINE MONTHS FISCAL 2017

The following table summarizes results of operations for the first nine months of fiscal 2018 compared to the first nine months of fiscal 2017. All
percentages shown in the table below and the discussion that follows have been calculated using unrounded numbers.

 Nine Months Ended

 March 31, 2018  April 1, 2017  Variance
 (millions, except per share data)

  

 Amount  
% of

net sales  Amount  
% of

net sales  Amount  %

Net sales $ 4,396.3  100.0%  $ 3,354.5  100.0%  $ 1,041.8  31.1 %

Gross profit 2,850.7  64.8  2,326.6  69.4  524.1  22.5

SG&A expenses 2,367.1  53.8  1,732.2  51.6  634.9  36.7

Operating income 483.6  11.0  594.4  17.7  (110.8)  (18.7)

Interest expense, net 59.6  1.4  14.8  0.4  44.8  NM

Provision for income taxes 238.2  5.4  140.3  4.2  97.9  69.8

Net income 185.8  4.2  439.3  13.1  (253.5)  (57.7)

Net income per share:            
     Basic $ 0.65    $ 1.57    $ (0.92)  (58.4)%

     Diluted $ 0.65    $ 1.56    $ (0.91)  (58.5)%

NM - Not meaningful

GAAP to Non-GAAP Reconciliation

The Company’s reported results are presented in accordance with GAAP. The reported results during the first nine months of fiscal 2018 and fiscal 2017
reflect the impact of the Operational Efficiency Plan and Integration and Acquisition costs, as well as the impact of the new tax legislation in the first nine
months of fiscal 2018, as noted in the following tables. Refer to "Non-GAAP Measures" herein for further discussion on the Non-GAAP Measures.

First Nine Months of Fiscal 2018 Items

 Nine Months Ended March 31, 2018

 
GAAP Basis

(As Reported)  
Operational

Efficiency Plan  
Integration &

Acquisition  
Impact of Tax

Legislation  
Non-GAAP Basis
(Excluding Items)

 (millions, except per share data)

Gross profit $ 2,850.7  $ —  $ (110.9)  $ —  $ 2,961.6

SG&A expenses 2,367.1  9.5  160.4  —  2,197.2

Operating income 483.6  (9.5)  (271.3)  —  764.4

Income before provision for income taxes 424.0  (9.5)  (271.3)  —  704.8

Provision for income taxes 238.2  (3.1)  (79.3)  199.6  121.0

Net income 185.8  (6.4)  (192.0)  (199.6)  583.8

Diluted net income per share 0.65  (0.02)  (0.67)  (0.69)  2.03

In the first nine months of fiscal 2018 the Company incurred charges as follows:

• Operational Efficiency Plan - Total charges of $9.5 million primarily related to technology infrastructure costs. Refer to the "Executive Overview"
herein and Note 5, "Restructuring Activities," for further information regarding this plan.

• Integration & Acquisitions Costs - Total charges of $271.3 million, primarily attributable to the integration and acquisition of Kate Spade, and to a
lesser extent the acquisition of certain distributors for the Coach and Stuart Weitzman brands and assumed operational control of the Kate Spade
Joint Ventures. These charges include:

◦ Limited life purchase accounting adjustments
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◦ Professional fees

◦ Severance and other costs related to contractual agreements with certain Kate Spade executives

◦ Organizational costs as a result of integration

◦ Inventory reserves established primarily for the destruction of inventory

Refer to the "Executive Overview" herein and Note 4, "Integration & Acquisitions Costs," for more information.

• Impact of Tax Legislation - Total charges of $199.6 million primarily related to the net impact of the transition tax and re-measurement of deferred
tax balances. Refer to the "Executive Overview" herein and Note 14, "Income Taxes," for further information.

These actions taken together increased the Company's provision for income taxes by $117.2 million, SG&A expenses by $169.9 million and cost of sales
by $110.9 million, negatively impacting net income by $398.0 million, or $1.38 per diluted share.

The following table summarizes the GAAP to Non-GAAP Reconciliation by reportable segment through operating income for the first nine months of
fiscal 2018:

 Nine Months Ended March 31, 2018

 
GAAP Basis

(As Reported)  Coach(1)(2)  
Kate

Spade(1)(2)  
Stuart

Weitzman(1)(2)  Corporate(2)  

Non-GAAP
Basis

(Excluding
Items)

 (millions)

COGS            
Integration & Acquisition   (1.0)  (106.4)  (3.5)  —   

Gross profit $ 2,850.7  $ (1.0)  $ (106.4)  $ (3.5)  $ —  $ 2,961.6

            

SG&A            
Integration & Acquisition   0.2  106.6  6.5  47.1   
Operational Efficiency Plan   —  —  —  9.5   

SG&A $ 2,367.1  $ 0.2  $ 106.6  $ 6.5  $ 56.6  $ 2,197.2

            

Operating income $ 483.6  $ (1.2)  $ (213.0)  $ (10.0)  $ (56.6)  $ 764.4

(1) During the first quarter of fiscal 2018, the Company completed its acquisition of Kate Spade & Company. During the third quarter of fiscal 2018, the
Company completed its acquisition of certain distributors for the Coach and Stuart Weitzman brands and obtained operational control of the Kate Spade
Joint Ventures. The operating results of the respective entity have been consolidated in the Company's operating results commencing on the date of each
acquisition.

(2) Refer to Note 4, "Integration and Acquisition Costs," and Note 5, "Restructuring Activities," for further information.
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First Nine Months of Fiscal 2017 Items

 Nine Months Ended April 1, 2017

 
GAAP Basis

(As Reported)  
Operational Efficiency

Plan  
Integration &
Acquisition  

Non-GAAP Basis
(Excluding Items)

 (millions, except per share data)

Gross profit $ 2,326.6  $ —  $ (0.6)  $ 2,327.2

SG&A expenses 1,732.2  17.2  20.9  1,694.1

Operating income 594.4  (17.2)  (21.5)  633.1

Income before provision for income taxes 579.6  (17.2)  (21.5)  618.3

Provision for income taxes 140.3  (4.3)  (6.2)  150.8

Net income 439.3  (12.9)  (15.3)  467.5

Diluted net income per share 1.56  (0.05)  (0.05)  1.66

In the first nine months of fiscal 2017, the Company incurred charges as follows:

• Operational Efficiency Plan - Total charges of $17.2 million primarily related to organizational efficiency costs, technology infrastructure costs and,
to a lesser extent, network optimization costs.

• Integration & Acquisitions Costs - Total charges of $21.5 million total charges related to the acquisition of Stuart Weitzman Holdings LLC, of which
$20.7 million is primarily related to charges attributable to integration-related activities and contingent payments and $0.8 million is related to the
limited life impact of purchase accounting, primarily due to the amortization of the inventory step-up and distributor relationships.

These actions taken together increased the Company's SG&A expenses by $38.1 million and cost of sales by $0.6 million, negatively impacting net
income by $28.2 million, or $0.10 per diluted share.

The following table summarizes the GAAP to Non-GAAP Reconciliation by reportable segment through operating income for the first nine months of
fiscal 2017:

 Nine Months Ended April 1, 2017

 
GAAP Basis

(As Reported)  Coach  Kate Spade  
Stuart

Weitzman(1)  Corporate(1)  
Non-GAAP Basis
(Excluding Items)

 (millions)

COGS            
Integration & Acquisition   —  —  (0.6)  —   

Gross profit $ 2,326.6  $ —  $ —  $ (0.6)  $ —  $ 2,327.2

            

SG&A            
Integration & Acquisition   —  —  12.7  8.2   
Operational Efficiency Plan   —  —  —  17.2   

SG&A $ 1,732.2  $ —  $ —  $ 12.7  $ 25.4  $ 1,694.1

            

Operating income $ 594.4  $ —  $ —  $ (13.3)  $ (25.4)  $ 633.1

(1) Refer to Note 4, "Integration and Acquisition Costs," and Note 5, "Restructuring Activities," for further information.
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Tapestry, Inc. Summary – First Nine Months of Fiscal 2018

Currency Fluctuation Effects

The change in net sales for the first nine months of fiscal 2018 compared to fiscal 2017 has been presented both including and excluding currency
fluctuation effects.

Net Sales

Net sales in the first nine months of fiscal 2018 increased 31.1% or $1.04 billion to $4.40 billion, primarily due to the Kate Spade acquisition as well as
increased revenues from Coach and Stuart Weitzman. Excluding the effects of foreign currency, net sales increased by 30.3% or $1.02 billion.

Gross Profit

Gross profit increased 22.5% to $2.85 billion during the first nine months of fiscal 2018 from $2.33 billion in the first nine months of fiscal 2017. Gross
margin for the first nine months of fiscal 2018 was 64.8% as compared to 69.4% in the first nine months of fiscal 2017. Excluding non-GAAP charges of
$110.9 million and $0.6 million in the first nine months of fiscal 2018 and 2017, respectively, as discussed in the "GAAP to Non-GAAP Reconciliation"
herein, gross profit increased 27.3% or $634.4 million to $2.96 billion in the first nine months of fiscal 2018, and gross margin decreased to 67.4% from
69.4% in the first nine months of fiscal 2017. The increase in gross profit is primarily driven by the acquisition of Kate Spade of $613.0 million and increases
in Coach of $20.5 million.

Selling, General and Administrative Expenses

SG&A expenses increased 36.7% or $634.9 million to $2.37 billion in the first nine months of fiscal 2018 as compared to $1.73 billion in the first nine
months of fiscal 2017. As a percentage of net sales, SG&A expenses increased to 53.8% during the first nine months of fiscal 2018 as compared to 51.6%
during the first nine months of fiscal 2017. Excluding non-GAAP charges of $169.9 million and $38.1 million in the first nine months of fiscal 2018 and
2017, respectively, SG&A expenses increased $503.1 million from the first nine months of fiscal 2017; and SG&A expenses as a percentage of net sales
decreased to 50.0% in the first nine months of fiscal 2018 from 50.5% in the first nine months of fiscal 2017. The increase is primarily due to the acquisition
of Kate Spade of $485.8 million.

Corporate expenses, which are included within SG&A expenses discussed above but are not directly attributable to a reportable segment, increased
14.4% or $31.2 million to $249.1 million in the first nine months of fiscal 2018 as compared to $217.9 million in the first nine months of fiscal 2017.
Excluding non-GAAP charges of $56.6 million and $25.4 million in the first nine months of fiscal 2018 and 2017, respectively, SG&A expenses remained
flat in the first nine months of fiscal 2018 as compared to the first nine months of fiscal 2017.

Operating Income

Operating income decreased $110.8 million to $483.6 million in the first nine months of fiscal 2018 as compared to $594.4 million in the first nine
months of fiscal 2017. Operating margin was 11.0% in the first nine months of fiscal 2018 as compared to 17.7% in the first nine months of fiscal 2017.
Excluding non-GAAP charges of $280.8 million in the first nine months of fiscal 2018 and $38.7 million in the first nine months of fiscal 2017, operating
income increased 20.8% or $131.3 million to $764.4 million from $633.1 million in the first nine months of fiscal 2017; and operating margin was 17.4% in
the first nine months of fiscal 2018 as compared to 18.9% in the first nine months of fiscal 2017. The increase in operating income is primarily driven by the
acquisition of Kate Spade of $127.2 million.

Interest Expense, net

Interest expense, net totaled $59.6 million in the first nine months of fiscal 2018 as compared to $14.8 million in the first nine months of fiscal 2017 due
to the debt borrowings that occurred to finance the Kate Spade acquisition.

Provision for Income Taxes

The effective tax rate was 56.2% in the first nine months of fiscal 2018 as compared to 24.2% in the first nine months of fiscal 2017. Excluding non-
GAAP charges, the effective tax rate was 17.2% in the first nine months of fiscal 2018 as compared to 24.4% in the first nine months of fiscal 2017. The
decrease in the effective tax rate was primarily attributable to the Tax Legislation which lowered the U.S federal statutory income tax and the adoption of
ASU No. 2016-09.

Net Income

Net income decreased $253.5 million to $185.8 million in the first nine months of fiscal 2018 as compared to $439.3 million in the first nine months of
fiscal 2017. Excluding non-GAAP charges, net income increased 24.9% or $116.3 million to $583.8 million in the first nine months of fiscal 2018 as
compared to $467.5 million in the first nine months of fiscal 2017. This increase was primarily due to higher operating income, as well as a decrease in the
provision for income taxes.
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Net Income per Share

Net income per diluted share decreased 58.5% to $0.65 in the first nine months of fiscal 2018 as compared to $1.56 in the first nine months of fiscal
2017. Excluding non-GAAP charges, net income per diluted share increased 22.5% to $2.03 in the first nine months of fiscal 2018 from $1.66 in the first nine
months of fiscal 2017, primarily due to higher net income partially offset by an increase in shares outstanding.

Segment Performance - First Nine Months of Fiscal 2018

The following tables summarize results of operations by reportable segment for the first nine months of fiscal 2018 compared to the first nine months of
fiscal 2017. All percentages shown in the table below and the discussion that follows have been calculated using unrounded numbers.

Coach

 Nine Months Ended

 March 31, 2018  April 1, 2017  Variance
 (millions)

 Amount  
% of

net sales  Amount  
% of

net sales  Amount  %

Net sales $ 3,122.6  100.0%  $ 3,068.8  100.0%  $ 53.8  1.8%

Gross profit 2,169.4  69.5  2,149.9  70.1  19.5  0.9

SG&A expenses 1,369.0  43.8  1,356.0  44.2  13.0  1.0

Operating income 800.4  25.6  793.9  25.9  6.5  0.8

Coach Net Sales increased 1.8% or $53.8 million to $3.12 billion in the first nine months of fiscal 2018. Excluding the favorable impact of foreign
currency, net sales increased 1.1% or $32.9 million. Comparable store sales for Coach increased $35.5 million or 1.4% as compared to the first nine months of
fiscal 2017. Excluding the impact of the Internet, comparable store sales increased 0.4%. The increase in comparable store sales is primarily due to increases
in North America, Japan and Greater China, partially offset by declines in other parts of Asia. Non-comparable stores increased by $26.3 million, primarily
driven by new stores in Greater China, Europe and Asia partially offset by store closures in North America. These increases were partially offset by a
decrease in wholesale of $23.8 million, primarily due to lower international wholesale sales, excluding the net benefit of the expiration of the footwear license
at the end of fiscal 2017 and bringing this business in-house.

Coach Gross Profit increased 0.9% or $19.5 million to $2.17 billion in the first nine months of fiscal 2018 from $2.15 billion in the first nine months of
fiscal 2017. Excluding non-GAAP charges of $1.0 million in the first nine months of fiscal 2018, Coach gross profit increased 1.0% or $20.5 million. Gross
margin decreased 60 basis points to 69.5% in the first nine months of fiscal 2018 from 70.1% in the first nine months of fiscal 2017 on a GAAP and non-
GAAP basis. Gross margin in the first nine months of fiscal 2018 was negatively impacted by foreign currency by approximately 10 basis points. Excluding
the impact of foreign currency in both periods, gross margin decreased 50 basis points. The decrease in gross margin was primarily due to the negative impact
of the expiration of the footwear license of 40 basis points and promotional activity, partially offset by favorable product mix.

Coach SG&A Expenses increased 1.0% or $13.0 million to $1.37 billion as compared to $1.36 billion in the first nine months of fiscal 2017. As a
percentage of net sales, SG&A expenses decreased to 43.8% during the first nine months of fiscal 2018 as compared to 44.2% during the first nine months of
fiscal 2017. Excluding non-GAAP charges of $0.2 million in the first nine months of fiscal 2018, SG&A expenses increased 0.9% or $12.8 million during the
first nine months of fiscal 2018. The $12.8 million increase is primarily due to higher store-related costs in Europe and Greater China associated with new
store openings, partially offset by lower marketing expenses in North America.

Coach Operating Income increased 0.8% or $6.5 million to $800.4 million in the first nine months of fiscal 2018, resulting in an operating margin of
25.6%, as compared to $793.9 million and 25.9%, respectively in the first nine months of fiscal 2017. Excluding non-GAAP charges, Coach operating income
increased 1.0% or $7.7 million to $801.6 million from $793.9 million in the first nine months of fiscal 2017; and operating margin was 25.7% in the first nine
months of fiscal 2018 as compared to 25.9% in the first nine months of fiscal 2017. The increase in operating income was due to an increase in gross profit,
partially offset by higher SG&A expenses.
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Kate Spade

 Nine Months Ended

 March 31, 2018(1)  April 1, 2017  Variance
 (millions)

 Amount  
% of

net sales  Amount  
% of

net sales  Amount  %

Net sales $ 972.8  100.0 %  $ —  —%  NM  NM

Gross profit 506.6  52.1  —  —  NM  NM

SG&A expenses 592.4  60.9  —  —  NM  NM

Operating loss (85.8)  (8.8)  —  —  NM  NM

NM - Not meaningful
(1) On July 11, 2017, the Company completed its acquisition of Kate Spade. The operating results of the Kate Spade brand have been consolidated in the

Company's operating results commencing on July 11, 2017.

Kate Spade Net Sales totaled $972.8 million in the first nine months of fiscal 2018. Comparable store sales for the period declined 8.4% primarily due to
the strategic pullback in Internet flash sales. Excluding the impact of the Internet business, comparable store sales declined 2.5%.

Kate Spade Gross Profit totaled $506.6 million in the first nine months of fiscal 2018, resulting in a gross margin of 52.1%. Excluding non-GAAP
charges of $106.4 million, gross profit totaled $613.0 million, resulting in a gross margin of 63.0%.

Kate Spade SG&A Expenses were $592.4 million in the first nine months of fiscal 2018. As a percentage of net sales, SG&A expenses were 60.9%
during the first nine months of fiscal 2018. Excluding non-GAAP charges of $106.6 million, SG&A expenses were $485.8 million, or 49.9% of sales.

Kate Spade Operating Loss totaled $85.8 million in the first nine months of fiscal 2018, resulting in an operating margin of (8.8)%. Excluding non-
GAAP charges, Kate Spade operating income totaled $127.2 million, resulting in an operating margin of 13.1%.

Stuart Weitzman

 Nine Months Ended

 March 31, 2018  April 1, 2017  Variance
 (millions)

 Amount  
% of

net sales  Amount  
% of

net sales  Amount  %

Net sales $ 300.9  100.0%  $ 285.7  100.0%  $ 15.2  5.3 %

Gross profit 174.7  58.1  176.7  61.8  (2.0)  (1.1)

SG&A expenses 156.6  52.1  158.3  55.4  (1.7)  (1.1)

Operating income 18.1  6.0  18.4  6.4  (0.3)  (1.9)

NM - Not meaningful

Stuart Weitzman Net Sales increased 5.3% or $15.2 million to $300.9 million in the first nine months of fiscal 2018. Excluding the favorable impact of
foreign currency, net sales increased 3.5% or $9.9 million. This increase was primarily due to higher sales in the retail business of $10.4 million, primarily
due to the impact of net store openings, the direct ownership of the Northern China distributor and higher comparable store sales, as well as a $0.7 million
increase in wholesale sales primarily due to timing of shipments.

Stuart Weitzman Gross Profit decreased 1.1% or $2.0 million to $174.7 million during the first nine months of fiscal 2018 from $176.7 million in the first
nine months of fiscal 2017. Gross margin decreased 370 basis points to 58.1% in the first nine months of fiscal 2018 from 61.8% in the first nine months of
fiscal 2017. Excluding non-GAAP charges of $3.5 million and $0.6 million in the first nine months of fiscal 2018 and fiscal 2017, respectively, Stuart
Weitzman gross profit increased 0.5% or $0.9 million to $178.2 million from $177.3 million in the first nine months of fiscal 2017, and gross margin
decreased 280 basis points to 59.2% from 62.0% in the first nine months of fiscal 2017. The year over year change in gross margin was negatively impacted
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by foreign currency rates by 70 basis points, primarily due to the Euro. Excluding the impact of foreign currency, there was a decrease in gross margin of 210
basis points primarily due to the impact of promotional activity, channel mix and lower wholesale margins.

Stuart Weitzman SG&A Expenses decreased 1.1% or $1.7 million to $156.6 million in the first nine months of fiscal 2018 as compared to $158.3 million
in the first nine months of fiscal 2017. As a percentage of net sales, SG&A expenses decreased to 52.1% during the first nine months of fiscal 2018 as
compared to 55.4% during the first nine months of fiscal 2017. Excluding non-GAAP charges of $6.5 million and $12.7 million in the first nine months of
fiscal 2018 and 2017, respectively, SG&A expenses increased 3.2% or $4.5 million to $150.1 million in the first nine months of fiscal 2018; and SG&A
expenses as a percentage of net sales decreased, to 49.9% in the first nine months of fiscal 2018 from 50.9% in the first nine months of fiscal 2017. This
increase is primarily due to timing of marketing expenses, as well as growth in the business and the direct ownership of the Northern China distributor,
partially offset by reduced employee-related costs.

Stuart Weitzman Operating Income decreased 1.9% or $0.3 million to $18.1 million in the first nine months of fiscal 2018, resulting in an operating
margin of 6.0%, as compared to $18.4 million and 6.4%, respectively in fiscal 2017. Excluding non-GAAP charges, Stuart Weitzman operating income
decreased 11.6% or $3.6 million to $28.1 million from $31.7 million in the first nine months of fiscal 2017; and operating margin was 9.3% in the first nine
months of fiscal 2018 as compared to 11.1% in the first nine months of fiscal 2017. The decrease in operating income was due to a decrease in gross profit
and higher SG&A expenses.
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NON-GAAP MEASURES

The Company’s reported results are presented in accordance with GAAP. The reported gross profit, SG&A expenses, operating income, provision for
income taxes, net income and earnings per diluted share in the third quarter and first nine months of fiscal 2018 and fiscal 2017 reflect certain items,
including the impact of the Integration and Acquisition for Tapestry, the Operational Efficiency Plan and the impact of the new tax legislation in the second
quarter of fiscal 2018. As a supplement to the Company's reported results, these metrics are also reported on a non-GAAP basis to exclude the impact of these
items, along with a reconciliation to the most directly comparable GAAP measures.

Comparable store sales, which is a non-GAAP measure, reflects sales performance at stores that have been open for at least 12 months, and includes sales
from the Internet. In certain instances, orders placed via the Internet are fulfilled by a physical store; such sales are recorded by the physical store. The
Company excludes new locations, including newly acquired locations, from the comparable store base for the first twelve months of operation. Comparable
store sales have not been adjusted for store expansions. Kate Spade comparable store sales have been calculated using this methodology by comparing current
period sales to sales during the equivalent pre-acquisition period.

These non-GAAP performance measures were used by management to conduct and evaluate its business during its regular review of operating results for
the periods affected. Management and the Company’s Board utilized these non-GAAP measures to make decisions about the uses of Company resources,
analyze performance between periods, develop internal projections and measure management performance. The Company’s internal management reporting
excluded these items. In addition, the human resources committee of the Company’s Board uses these non-GAAP measures when setting and assessing
achievement of incentive compensation goals.

The Company operates on a global basis and reports financial results in U.S. dollars in accordance with GAAP. Fluctuations in foreign currency
exchange rates can affect the amounts reported by the Company in U.S. dollars with respect to its foreign revenues and profit. Accordingly, certain material
increases and decreases in operating results have been presented both including and excluding currency fluctuation effects from translating foreign-
denominated amounts into U.S. dollars as compared to the same period in the prior fiscal year. Constant currency information compares results between
periods as if exchange rates had remained constant period-over-period. The Company calculates constant currency revenue results by translating current
period revenue in local currency using the prior year period's monthly average currency conversion rate.

We believe these non-GAAP measures are useful to investors and others in evaluating the Company’s ongoing operating and financial results in a manner
that is consistent with management's evaluation of business performance and understanding how such results compare with the Company’s historical
performance. Additionally, we believe presenting certain increases and decreases in constant currency provides a framework for assessing the performance of
the Company's business outside the United States and helps investors and analysts understand the effect of significant year-over-year currency fluctuations.
We believe excluding these items assists investors and others in developing expectations of future performance.

By providing the non-GAAP measures, as a supplement to GAAP information, we believe we are enhancing investors’ understanding of our business and
our results of operations. The non-GAAP financial measures are limited in their usefulness and should be considered in addition to, and not in lieu of, U.S.
GAAP financial measures. Further, these non-GAAP measures may be unique to the Company, as they may be different from non-GAAP measures used by
other companies.

For a detailed discussion on these non-GAAP measures, see Item 2. "Management’s Discussion and Analysis of Financial Condition and Results of
Operations."
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LIQUIDITY AND CAPITAL RESOURCES

Cash Flows

  Nine Months Ended

  
March 31, 

2018  
April 1, 

2017  Change
  (millions)

   
Net cash provided by operating activities  $ 586.5  $ 530.0  $ 56.5
Net cash (used in) provided by investing activities  (2,081.1)  562.5  (2,643.6)
Net cash used in financing activities  (158.4)  (550.2)  391.8
Effect of exchange rate changes on cash and cash equivalents  11.8  (6.8)  18.6

Net (decrease) increase in cash and cash equivalents  $ (1,641.2)  $ 535.5  $ (2,176.7)

The Company’s cash and cash equivalents decreased by $1.64 billion in the first nine months of fiscal 2018 as compared to an increase of $535.5 million
in the first nine months of fiscal 2017, as discussed below.

Net cash provided by operating activities

Net cash provided by operating activities increased $56.5 million due to changes in operating assets and liabilities of $265.0 million and higher non-cash
charges of $45.0 million, partially offset by lower net income of $253.5 million.

The $265.0 million increase in changes in operating asset and liability balances was primarily driven by changes in other liabilities, accrued liabilities,
inventories and accounts receivable, partially offset by changes in accounts payable. Other liabilities were a source of cash of $168.6 million in the first nine
months of fiscal 2018 compared to a use of cash of $26.9 million in the first nine months of fiscal 2017, primarily related to an increase in the Company's
long-term income tax payable as a result of the Transition Tax. Accrued liabilities were a use of cash of $40.0 million in the first nine months of fiscal 2018 as
compared to a use of cash of $101.7 million in the first nine months of fiscal 2017, primarily driven by changes in derivative positions due to foreign currency
fluctuations and the timing of interest payments. Inventories were a source of cash of $12.0 million in the first nine months of fiscal 2018 as compared to a
use of cash of $31.1 million in the first nine months of fiscal 2017, primarily driven by Kate Spade inventory balances as a result of seasonality. Accounts
receivable was a source of cash of $78.6 million in the first nine months of fiscal 2018 as compared to a source of cash of $35.9 million in the first nine
months of fiscal 2017, primarily driven by a smaller build in receivables compared to prior year due to lower Coach wholesale sales, timing of Kate Spade
wholesale sales and lower licensing royalties as a result of bringing the footwear business in-house. Accounts payable was a use of cash of $136.7 million in
the first nine months of fiscal 2018 as compared to a use of cash of $51.9 million in the first nine months of fiscal 2017, primarily driven by the timing of
Kate Spade inventory payments.

Net cash (used in) provided by investing activities

Net cash used in investing activities in the first nine months of fiscal 2018 was $2.08 billion as compared to a source of cash of $562.5 million in the first
nine months of fiscal 2017. The $2.64 billion increase in net cash used in investing activities is primarily due to the $2.37 billion purchase of Kate Spade and
other acquisitions, net of cash acquired in the first nine months of fiscal 2018, as well as the prior year proceeds from the sale of the Company's investment in
Hudson Yards of $680.6 million and the sale of our prior headquarters of $126.0 million in the first nine months of fiscal 2017. This was partially offset by
the impact of net cash proceeds from maturities and sales of investments of $478.7 million in the first nine months of fiscal 2018, compared to net purchases
of investments of $47.5 million in the first nine months of fiscal 2017.

Net cash used in financing activities

Net cash used in financing activities was $158.4 million in the first nine months of fiscal 2018 as compared to a use of cash of $550.2 million in the first
nine months of fiscal 2017. The $391.8 million decrease in net cash used in financing activities was primarily due to the proceeds from the issuance of debt of
$1.10 billion during the first nine months of fiscal 2018, partially offset by the increase in long-term debt repayments of $815.0 million during the first nine
months of fiscal 2018 as compared to prior year.
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Working Capital and Capital Expenditures

As of March 31, 2018, in addition to our cash flows from operations, our sources of liquidity and capital resources were comprised of the following:

 Sources of Liquidity  
Outstanding
Indebtedness  

Total Available
Liquidity(1)

 (millions)

Cash and cash equivalents(1) $ 1,031.7  $ —  $ 1,031.7
Short-term investments(1) 6.6  —  6.6
Long-term investments 0.1  —  0.1
Revolving Credit Facility(2)(3) 900.0  —  900.0
3.000% Senior Notes due 2022(4) 400.0  400.0  —
4.250% Senior Notes due 2025(4) 600.0  600.0  —
4.125% Senior Notes due 2027(4) 600.0  600.0  —

Total $ 3,538.4  $ 1,600.0  $ 1,938.4

(1) As of March 31, 2018, approximately 67% of our cash and short-term investments were held outside the U.S. in jurisdictions. Prior to the reporting
period in which the Tax Legislation was enacted, the Company did not recognize a deferred tax liability related to unremitted foreign earnings because it
overcame the presumption of the repatriation of foreign earnings. As a result of the enactment of the Tax Legislation, the Company has recorded a
provisional Transition Tax related to all post-1986 earnings of its non-U.S. subsidiaries. The Company is still evaluating whether those earnings will be
repatriated to the U.S. and if there are any additional tax consequences resulting from the repatriation. Due to the complexity surrounding the application
of new Tax Legislation, the Company will continue to evaluate outside basis differences and any related impact.

(2) In May 2017, the Company entered into a definitive credit agreement whereby Bank of America, N.A., as administrative agent, the other agents party
thereto, and a syndicate of banks and financial institutions have made available to the Company a $900.0 million revolving credit facility, including sub-
facilities for letters of credit, with a maturity date of May 30, 2022 (the "Revolving Credit Facility" and collectively with the Term Loan Facilities, the
"Facility").

(3) In May 2017, the Revolving Credit Facility replaced the Company's previously existing revolving credit facility agreement under the Amendment and
Restatement Agreement, dated as of March 18, 2015, by and between the Company, certain lenders and JPMorgan Chase Bank, N.A., as administrative
agent. Borrowings under the Facility bear interest at a rate per annum equal to, at the Borrowers’ option, either (a) an alternate base rate (which is a rate
equal to the greatest of (i) the Prime Rate in effect on such day, (ii) the Federal Funds Effective Rate in effect on such day plus ½ of 1% or (iii) the
Adjusted LIBO Rate for a one month Interest Period on such day plus 1%) or (b) a rate based on the rates applicable for deposits in the interbank 47
market for U.S. Dollars or the applicable currency in which the loans are made plus, in each case, an applicable margin. The applicable margin will be
determined by reference to a grid, defined in the Credit Agreement, based on the ratio of (a) consolidated debt plus 600% of consolidated lease expense
to (b) consolidated EBITDAR. Additionally, the Company pays a commitment fee at a rate determined by the reference to the aforementioned pricing
grid. The Company had no outstanding borrowings under the Revolving Credit Facility as of March 31, 2018. Refer to Note 11, "Debt," for further
information on our existing debt instruments.

(4) In March 2015, the Company issued $600.0 million aggregate principal amount of 4.250% senior unsecured notes due April 1, 2025 at 99.445% of par (the
“2025 Senior Notes”). Furthermore, on June 20, 2017, the Company issued $400.0 million aggregate principal amount of 3.000% senior unsecured notes
due July 15, 2022 at 99.505% of par (the "2022 Senior Notes"), and $600.0 million aggregate principal amount of 4.125% senior unsecured notes due
July 15, 2027 at 99.858% of par (the "2027 Senior Notes"). Furthermore, the indenture for the 2025 Senior Notes, 2022 Senior Notes and 2027 Senior
Notes contain certain covenants limiting the Company’s ability to: (i) create certain liens, (ii) enter into certain sale and leaseback transactions and (iii)
merge, or consolidate or transfer, sell or lease all or substantially all of the Company’s assets. As of March 31, 2018, no known events of default have
occurred. Refer to Note 11, "Debt," for further information on our existing debt instruments.

We believe that our Revolving Credit Facility is adequately diversified with no undue concentrations in any one financial institution. As of March 31,
2018, there were 13 financial institutions participating in the Revolving Credit Facility, with no one participant maintaining a maximum commitment
percentage in excess of 13%. We have no reason at this time to believe that the participating institutions will be unable to fulfill their obligations to provide
financing in accordance with the terms of the facility in the event we elect to draw funds in the foreseeable future.
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We have the ability to draw on our credit facilities or access other sources of financing options available to us in the credit and capital markets for, among
other things, our restructuring initiatives, acquisition or integration-related costs, settlement of a material contingency, or a material adverse business or
macroeconomic development, as well as for other general corporate business purposes.

Management believes that cash flows from operations, access to the credit and capital markets and our credit lines, on-hand cash and cash equivalents
and our investments will provide adequate funds to support our operating, capital, and debt service requirements for the foreseeable future, our plans for
acquisitions, further business expansion and restructuring-related initiatives. Future events, such as acquisitions or joint ventures, and other similar
transactions may require additional capital. There can be no assurance that any such capital will be available to the Company on acceptable terms or at all.
Our ability to fund working capital needs, planned capital expenditures, dividend payments and scheduled debt payments, as well as to comply with all of the
financial covenants under our debt agreements, depends on future operating performance and cash flow, which in turn are subject to prevailing economic
conditions and to financial, business and other factors, some of which are beyond the Company's control.

Reference should be made to our most recent Annual Report on Form 10-K and other filings with the SEC for additional information regarding liquidity
and capital resources. The Company expects total fiscal 2018 capital expenditures to be approximately $300 million.

Kate Spade & Company Acquisition

On July 11, 2017, the Company completed its acquisition of Kate Spade & Company for $18.50 per share in cash for a total of approximately $2.4
billion. As a result, Kate Spade has become a wholly owned subsidiary. The combination of the Company and Kate Spade & Company creates a leading
luxury lifestyle company with a more diverse multi-brand portfolio supported by significant expertise in handbag design, merchandising, supply chain and
retail operations.

Seasonality

The Company's results are typically affected by seasonal trends. During the first fiscal quarter, we build inventory for the holiday selling season. In the
second fiscal quarter, working capital requirements are reduced substantially as we generate higher net sales and operating income, especially during the
holiday months of November and December. Accordingly, the Company’s net sales, operating income and operating cash flows for the three months ended
March 31, 2018 are not necessarily indicative of that expected for the full fiscal 2018. However, fluctuations in net sales, operating income and operating cash
flows of the Company in any fiscal quarter may be affected by the timing of wholesale shipments and other events affecting retail sales, including adverse
weather conditions or other macroeconomic events.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our significant accounting policies are described in Note 2 to the audited consolidated financial statements in our fiscal 2017 10-K. Our discussion of
results of operations and financial condition relies on our condensed consolidated financial statements that are prepared based on certain critical accounting
policies that require management to make judgments and estimates which are subject to varying degrees of uncertainty. While we believe that these
accounting policies are based on sound measurement criteria, actual future events can and often do result in outcomes that can be materially different from
these estimates or forecasts.

For a complete discussion of our critical accounting policies and estimates, see the "Critical Accounting Policies and Estimates" section of the MD&A in
our fiscal 2017 10-K. As of March 31, 2018, there have been no material changes to any of the critical accounting policies.

As disclosed in our fiscal 2017 10-K, the Company performs its annual impairment assessment of goodwill, including trademarks and trade names,
during the fourth quarter of each fiscal year. Furthermore, as previously disclosed, given the recency of our Stuart Weitzman acquisition, the fair values of the
Stuart Weitzman brand reporting unit and indefinite-lived trademarks and trade names exceeded the respective carrying values by approximately 20%.
Several factors could impact the brand's ability to achieve future cash flows, including optimization of the store fleet productivity, the impact of promotional
activity in department stores, the consolidation or take-back of certain distributor relationships, the simplification of certain corporate overhead structures and
other initiatives aimed at expanding certain higher performing categories of the business. While there was no impairment recorded in the three-month and
nine-month periods ended March 31, 2018, given the relatively small excess of fair value over carrying value as noted above, if profitability trends decline
during fiscal 2018 from those that are expected, it is possible that an interim test or our annual impairment test could result in an impairment of these assets.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The market risk inherent in our financial instruments represents the potential loss in fair value, earnings or cash flows, arising from adverse changes in
foreign currency exchange rates or interest rates. The Company manages these exposures through operating and financing activities and, when appropriate,
through the use of derivative financial instruments. The use of derivative financial instruments is in accordance with the Company's risk management
policies, and we do not enter into derivative transactions for speculative or trading purposes.

The quantitative disclosures in the following discussion are based on quoted market prices obtained through independent pricing sources for the same or
similar types of financial instruments, taking into consideration the underlying terms and maturities and theoretical pricing models. These quantitative
disclosures do not represent the maximum possible loss or any expected loss that may occur, since actual results may differ from those estimates.

Foreign Currency Exchange Rate Risk

Foreign currency exposures arise from transactions, including firm commitments and anticipated contracts, denominated in a currency other than the
entity’s functional currency, and from foreign-denominated revenues and expenses translated into U.S. dollars. The majority of the Company's purchases and
sales involving international parties, excluding international consumer sales, are denominated in U.S. dollars and, therefore, our foreign currency exchange
risk is limited. The Company is exposed to risk from foreign currency exchange rate fluctuations resulting from its operating subsidiaries’ U.S. dollar and
Euro denominated inventory purchases. To mitigate such risk, certain subsidiaries enter into forward currency contracts. As of March 31, 2018 and July 1,
2017, forward currency contracts designated as cash flow hedges with a notional amount of $291.8 million and $146.9 million, respectively, were
outstanding. As a result of the use of derivative instruments, we are exposed to the risk that counterparties to the derivative instruments will fail to meet their
contractual obligations. To mitigate the counterparty credit risk, we only enter into derivative contracts with carefully selected financial institutions. The
Company also reviews the creditworthiness of our counterparties on a regular basis. As a result of the above considerations, we do not believe that we are
exposed to any undue concentration of counterparty credit risk associated with our derivative contracts as of March 31, 2018.

The Company is also exposed to transaction risk from foreign currency exchange rate fluctuations with respect to various cross-currency intercompany
loans which are not long term in investment nature. This primarily includes exposure to exchange rate fluctuations in the Euro, the Chinese Renminbi, the
Japanese Yen and the British Pound Sterling. To manage the exchange rate risk related to these loans, the Company enters into forward currency contracts. As
of March 31, 2018 and July 1, 2017 the total notional values of outstanding forward foreign currency contracts related to these loans were $223.2 million and
$95.5 million, respectively.

The fair value of outstanding forward currency contracts included in current assets at March 31, 2018 and July 1, 2017 was $3.5 million and $3.5 million,
respectively. The fair value of outstanding foreign currency contracts included in current liabilities at March 31, 2018 and July 1, 2017 was $6.6 million and
$1.7 million, respectively.

Interest Rate Risk

The Company is exposed to interest rate risk in relation to its Revolving Credit Facility and the Term Loan Facilities (collectively "the Facility") entered
into under the credit agreement dated May 30, 2017, the 2025 Senior Notes, 2022 Senior Notes, 2027 Senior Notes (collectively the "Senior Notes") and
investments.

Our exposure to changes in interest rates is primarily attributable to debt outstanding under the Facility. Borrowings under the Facility bear interest at a
rate per annum equal to, at the Company’s option, either (a) an alternate base rate (which is a rate equal to the greatest of (i) the Prime Rate in effect on such
day, (ii) the Federal Funds Effective Rate in effect on such day plus ½ of 1% or (iii) the Adjusted LIBO Rate for a one month Interest Period on such day plus
1%) or (b) a rate based on the rates applicable for deposits in the interbank market for U.S. dollars or the applicable currency in which the loans are made
plus, in each case, an applicable margin. The applicable margin will be determined by reference to a grid, as defined in the Credit Agreement, based on the
ratio of (a) consolidated debt plus 600% of consolidated lease expense to (b) consolidated EBITDAR.

The Company is exposed to changes in interest rates related to the fair value of our Senior Notes. At March 31, 2018, the fair value of the 2025 Senior
Notes, 2022 Senior Notes and 2027 Senior Notes was approximately $597 million, $388 million and $588 million, respectively. At July 1, 2017, the fair value
of the 2025 Senior Notes, 2022 Senior Notes and 2027 Senior Notes was approximately $624 million, $395 million and $596 million, respectively. These fair
values are based on external pricing data, including available quoted market prices of these instruments, and consideration of comparable debt instruments
with similar interest rates and trading frequency, among other factors, and is classified as Level 2 measurements within the fair value hierarchy. The interest
rate payable on each series of the 2022 and 2027 Senior Notes will be subject to adjustments from time to time if either Moody’s or S&P or a substitute rating
agency (as defined in the Prospectus Supplement furnished with the SEC on June 7, 2017), downgrades (or downgrades and subsequently upgrades) the credit
rating assigned to the Senior Notes of such series.

The Company’s investment portfolio is maintained in accordance with the Company’s investment policy, which defines our investment principles
including credit quality standards and limits the credit exposure of any single issuer. The primary objective of our investment activities is the preservation of
principal while maximizing interest income and minimizing risk. We do not hold any investments for trading purposes.

47



ITEM 4. CONTROLS AND PROCEDURES

Based on the evaluation of the Company's disclosure controls and procedures, as that term is defined in Rule 13a-15(e) under the Securities Exchange
Act of 1934, as amended, the Chief Executive Officer of the Company and the Chief Financial Officer of the Company have concluded that the Company's
disclosure controls and procedures are effective as of March 31, 2018.

There were no changes in the Company’s internal control over financial reporting that occurred during the Company’s most recent fiscal quarter that have
materially affected, or are reasonably likely to materially affect, the Company’s internal control over financial reporting. 

Reference should be made to our most recent Annual Report on Form 10-K for additional information regarding discussion of the effectiveness of the
Company’s controls and procedures.

 

48



PART II – OTHER INFORMATION
 

ITEM 1. LEGAL PROCEEDINGS

The Company is involved in various routine legal proceedings as both plaintiff and defendant incident to the ordinary course of its business, including
proceedings to protect Tapestry's intellectual property rights, litigation instituted by persons alleged to have been injured by advertising claims or upon
premises within the Company’s control, and litigation with present or former employees.

As part of Tapestry’s policing program for its intellectual property rights, from time to time, the Company files lawsuits in the U.S. and abroad alleging
acts of trademark counterfeiting, trademark infringement, patent infringement, trade dress infringement, copyright infringement, unfair competition,
trademark dilution and/or state or foreign law claims. At any given point in time, Tapestry may have a number of such actions pending. These actions often
result in seizure of counterfeit merchandise and/or out of court settlements with defendants. From time to time, defendants will raise, either as affirmative
defenses or as counterclaims, the invalidity or unenforceability of certain of Tapestry’s intellectual properties.

Although the Company’s litigation as a defendant is routine and incidental to the conduct of Tapestry’s business, as well as for any business of its size,
such litigation can result in large monetary awards when a civil jury is allowed to determine compensatory and/or punitive damages.

The Company believes that the outcome of all pending legal proceedings in the aggregate will not have a material adverse effect on Tapestry’s business
or consolidated financial statements.

The Company has not entered into any transactions that have been identified by the IRS as abusive or that have a significant tax avoidance purpose.
Accordingly, we have not been required to pay a penalty to the IRS for failing to make disclosures required with respect to certain transactions that have been
identified by the IRS as abusive or that have a significant tax avoidance purpose.

ITEM 1A. RISK FACTORS

There are no material changes from the risk factors previously discussed in our Annual Report on Form 10-K for the fiscal year ended July 1, 2017, as
updated by the risk factor discussed in our Quarterly Report on Form 10-Q for the period ended on December 30, 2017.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

The Company did not repurchase any shares during the third quarter of fiscal 2018. As of March 31, 2018, the Company had zero availability remaining
in the stock repurchase program.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable. 

ITEM 6. Exhibits

31.1* Rule 13(a) – 14(a)/15(d) – 14(a) Certifications
32.1* Section 1350 Certifications

101.INS* XBRL Instance Document
101.SCH* XBRL Taxonomy Extension Schema Document
101.CAL* XBRL Taxonomy Extension Calculation Linkbase
101.LAB* XBRL Taxonomy Extension Label Linkbase
101.PRE* XBRL Taxonomy Extension Presentation Linkbase
101.DEF* XBRL Taxonomy Extension Definition Linkbase

* Filed Herewith
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned,
thereunto duly authorized.

 TAPESTRY, INC.
 (Registrant)
   

 By:

/s/ Melinda Brown

 Name: Melinda Brown
 Title: Corporate Controller
  (Principal Accounting Officer)

Dated: May 9, 2018
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EXHIBIT 31.1

I, Victor Luis, certify that,

1. I have reviewed this Quarterly Report on Form 10-Q of Tapestry, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this quarterly report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal controls over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over
financial reporting.

Date: May 9, 2018
 

By: /s/ Victor Luis
 Name: Victor Luis
 Title: Chief Executive Officer
 



I, Kevin Wills, certify that, 

1. I have reviewed this Quarterly Report on Form 10-Q of Tapestry, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this quarterly report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal controls over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over
financial reporting.

Date: May 9, 2018
 

By: /s/ Kevin Wills
 Name: Kevin Wills

 Title:
Chief Financial Officer



EXHIBIT 32.1
 

Pursuant to 18 U.S.C. § 1350, as created by Section 906 of the Sarbanes-Oxley Act of 2002, the undersigned officer of Tapestry, Inc. (the “Company”) hereby
certifies, to such officer’s knowledge, that:

(i)       the accompanying Quarterly Report on Form 10-Q of the Company for the fiscal quarter ended March 31, 2018 (the “Report”) fully complies with
the requirements of Section 13(a) or Section 15(d), as applicable, of the Securities Exchange Act of 1934, as amended; and

(ii)      the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
 
Date: May 9, 2018
 

By: /s/ Victor Luis
 Name: Victor Luis
 Title: Chief Executive Officer

 

Pursuant to 18 U.S.C. § 1350, as created by Section 906 of the Sarbanes-Oxley Act of 2002, the undersigned officer of Tapestry, Inc. (the “Company”) hereby
certifies, to such officer’s knowledge, that:

 (i)       the accompanying Quarterly Report on Form 10-Q of the Company for the fiscal quarter ended March 31, 2018 (the “Report”) fully complies
with the requirements of Section 13(a) or Section 15(d), as applicable, of the Securities Exchange Act of 1934, as amended; and

 (ii)      the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
 
Date: May 9, 2018
 

By:
/s/ Kevin Wills

 Name: Kevin Wills

 Title:
Chief Financial Officer

 


