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In this Form 10-Q, references to “we,” “our,” “us,” "Coach" and the “Company” refer to Coach, Inc., including consolidated subsidiaries. Unless the
context requires otherwise, references to the "Coach brand" do not include the Stuart Weitzman brand and references to the "Stuart Weitzman brand" do not
include the Coach 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 successfully execute and achieve efficiencies and
other benefits related to our multi-year transformation plan and operational efficiency initiatives; (iii) the effect of existing and new competition in the market;
(iv) 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; (v) our ability to retain the value of the Coach brand and the Stuart Weitzman brand and to respond to changing fashion trends in a timely
manner; (vi) our ability to control costs; (vii) the effect of seasonal and quarterly fluctuations in our sales or operating results; (viii) our ability to protect
against infringement of our trademarks and other proprietary rights; (ix) our ability to achieve intended benefits, cost savings and synergies from acquisitions;
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 2, 2016. Coach, Inc. 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

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

Coach, Inc. maintains its website at www.coach.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 Securities and Exchange Commission (the "SEC").

 INFORMATION REGARDING HONG KONG DEPOSITORY RECEIPTS

Coach, Inc.'s Hong Kong Depositary Receipts are traded on The Stock Exchange of Hong Kong Limited under the symbol 6388. Neither the Hong Kong
Depositary Receipts nor the Hong Kong Depositary Shares evidenced thereby have been or will be registered under the U.S. Securities Act of 1933, as
amended (the "Securities Act"), and may not be offered or sold in the United States or to, or for the account of, a U.S. Person (within the meaning of
Regulation S under the Securities Act), absent registration or an applicable exemption from the registration requirements. Hedging transactions involving
these securities may not be conducted unless in compliance with the Securities Act.

 



COACH, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

 
April 1, 

2017  
July 2, 
2016

 (millions)

 (unaudited)

ASSETS    
Current Assets:    

Cash and cash equivalents $ 1,394.5  $ 859.0
Short-term investments 497.4  460.4
Trade accounts receivable, less allowances of $2.1 and $2.2, respectively 203.4  245.2
Inventories 478.7  459.2
Income tax receivable 58.0  13.6
Prepaid expenses and other current assets 137.6  135.5

Total current assets 2,769.6  2,172.9
Property and equipment, net 661.2  919.5
Long-term investments 104.4  558.6
Goodwill 481.1  502.4
Intangible assets 342.9  346.8
Deferred income taxes 176.4  248.8
Other assets 125.4  143.7

Total assets $ 4,661.0  $ 4,892.7

LIABILITIES AND STOCKHOLDERS' EQUITY    
Current Liabilities:    

Accounts payable $ 129.2  $ 186.7
Accrued liabilities 507.1  625.0
Current debt —  15.0

Total current liabilities 636.3  826.7
Long-term debt 591.8  861.2

  Other liabilities 541.0  521.9
Total liabilities 1,769.1  2,209.8

    

See Note 12 on commitments and contingencies  
    

Stockholders' Equity:    
Preferred stock: (authorized 25.0 million shares; $0.01 par value per share) none issued —  —
Common stock: (authorized 1,000.0 million shares; $0.01 par value per share) issued and outstanding 281.1

million and 278.5 million shares, respectively 2.8  2.8
Additional paid-in-capital 2,931.8  2,857.1
Retained earnings (accumulated deficit) 51.1  (104.1)
Accumulated other comprehensive loss (93.8)  (72.9)

Total stockholders' equity 2,891.9  2,682.9

Total liabilities and stockholders' equity $ 4,661.0  $ 4,892.7
 

See accompanying Notes.
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COACH, INC.
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

 

 Three Months Ended   Nine Months Ended

 
April 1, 

2017  
March 26, 

2016   
April 1, 

2017  
March 26, 

2016
 (millions, except per share data)

 (unaudited)

Net sales $ 995.2  $ 1,033.1   $ 3,354.5  $ 3,337.2
Cost of sales 289.5  320.1   1,027.9  1,068.6

Gross profit 705.7  713.0   2,326.6  2,268.6
Selling, general and administrative expenses 554.6  578.7   1,732.2  1,731.9

Operating income 151.1  134.3   594.4  536.7
Interest expense, net 4.0  6.5   14.8  19.5

Income before provision for income taxes 147.1  127.8   579.6  517.2
Provision for income taxes 24.9  15.3   140.3  138.2

Net income $ 122.2  $ 112.5   $ 439.3  $ 379.0

Net income per share:         
Basic $ 0.44  $ 0.40   $ 1.57  $ 1.37

Diluted $ 0.43  $ 0.40   $ 1.56  $ 1.36

Shares used in computing net income per share:         
Basic 280.8  277.8   280.2  277.4

Diluted 282.9  279.5   282.2  278.7

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

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

COMPREHENSIVE INCOME
 

 Three Months Ended   Nine Months Ended

 
April 1, 

2017  
March 26, 

2016   
April 1, 

2017  March 26, 2016
 (millions)

 (unaudited)

Net income $ 122.2  $ 112.5   $ 439.3  $ 379.0
Other comprehensive income (loss), net of tax:         

Unrealized (losses) gains on cash flow hedging derivatives,
net (0.7)  (4.5)   11.5  (8.2)
Unrealized gains (losses) on available-for-sale investments,
net 0.2  0.4   (0.8)  (1.5)
Foreign currency translation adjustments 22.4  20.3   (31.6)  (4.7)

Other comprehensive income (loss), net of tax 21.9  16.2   (20.9)  (14.4)

Comprehensive income $ 144.1  $ 128.7   $ 418.4  $ 364.6
 

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

 Nine Months Ended

 
April 1, 

2017  
March 26, 

2016

 (millions)

 (unaudited)

CASH FLOWS PROVIDED BY OPERATING ACTIVITIES    

Net income $ 439.3  $ 379.0

Adjustments to reconcile net income to net cash provided by (used in) operating activities:    

Depreciation and amortization 148.7  156.6

Provision for bad debt 0.5  2.2

Share-based compensation 55.1  65.7

Excess tax effect from share-based compensation 1.0  10.3

Restructuring activities 6.9  9.5

Deferred income taxes 63.0  17.4

Other non-cash charges, net 16.1  (5.9)

Changes in operating assets and liabilities:    

Trade accounts receivable 35.9  (47.2)

Inventories (31.1)  21.1

Accounts payable (51.9)  (49.0)

Accrued liabilities (101.7)  (38.3)

Other liabilities (26.9)  (24.6)

Other assets (24.9)  12.4

Net cash provided by operating activities 530.0  509.2

CASH FLOWS PROVIDED BY (USED IN) INVESTING ACTIVITIES    

Hudson Yards sale of investments 680.6  —

Sale of former headquarters 126.0  —

Purchases of investments (498.3)  (545.0)

Proceeds from maturities and sales of investments 450.8  272.9

Purchases of property and equipment (192.1)  (276.4)

Acquisition of lease rights, net (4.5)  (8.3)

Acquisition of interest in equity method investment —  (118.1)

Net cash provided by (used in) investing activities 562.5  (674.9)

CASH FLOWS USED IN FINANCING ACTIVITIES    

Dividend payments (283.2)  (280.7)

Repayment of debt (285.0)  (7.5)

Proceeds from share-based awards 40.7  8.8

Taxes paid to net settle share-based awards (21.7)  (14.9)

Excess tax effect from share-based compensation (1.0)  (10.3)

Net cash used in financing activities (550.2)  (304.6)

Effect of exchange rate changes on cash and cash equivalents (6.8)  0.1

Increase (decrease) in cash and cash equivalents 535.5  (470.2)

Cash and cash equivalents at beginning of period 859.0  1,291.8

Cash and cash equivalents at end of period $ 1,394.5  $ 821.6

Supplemental information:    

Cash paid for income taxes, net $ 155.2  $ 124.7

Cash paid for interest $ 26.0  $ 19.5

Noncash investing activity - property and equipment obligations $ 40.4  $ 32.2

 
See accompanying Notes.
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COACH, INC.
 

Notes to Condensed Consolidated Financial Statements
(In millions, except per share data)

(Unaudited)

1. Nature of Operations

Coach, Inc. (the "Company") is a leading New York design house of modern luxury accessories and lifestyle brands. The Company’s primary product
offerings, manufactured by third-party suppliers, include women’s and men’s bags, small leather goods, footwear, business cases, ready-to-wear including
outerwear, watches, weekend and travel accessories, scarves, sunwear, fragrance, jewelry, travel bags and other lifestyle products. Coach branded products are
primarily sold through its North America and International reportable segments. The North America segment includes sales to North American consumers
through Coach-operated stores, including the Internet, and sales to wholesale customers. The International segment includes sales to consumers through
Coach-branded stores and concession shop-in-shops in Japan, mainland China, Hong Kong, Macau, Singapore, Taiwan, Malaysia, South Korea, the United
Kingdom, France, Ireland, Spain, Portugal, Germany, Italy, Austria, Belgium, the Netherlands and Switzerland. Additionally, International includes sales to
consumers through the Internet in Japan, mainland China, South Korea, the United Kingdom, France, Spain, Germany and Italy, as well as sales to wholesale
customers and distributors in approximately 55 countries. The Stuart Weitzman segment includes worldwide sales generated by the Stuart Weitzman brand,
primarily through department stores in North America and international locations, within numerous independent third party distributors and within Stuart
Weitzman operated stores, including the Internet, in the United States, Canada and Europe. The Company also records sales of Coach brand products
generated in licensing and disposition channels in Other, which is not a reportable segment.

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, income, 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 filed with the SEC for the year ended
July 2, 2016.

The results of operations, cash flows and comprehensive income for the three and nine months ended April 1, 2017 are not necessarily indicative of
results to be expected for the entire fiscal year, which will end on July 1, 2017 ("fiscal 2017"). 

Fiscal Periods

The Company utilizes a 52-53 week fiscal year ending on the Saturday closest to June 30. Fiscal 2017 will be a 52-week period. Fiscal 2016 ended
on July 2, 2016 and was a 53-week period ("fiscal 2016"). The third quarter of fiscal 2017 ended on April 1, 2017 and was a 13-week period. The third
quarter of fiscal 2016 ended on March 26, 2016 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 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.

Reclassifications

Certain reclassifications on the Condensed Consolidated Balance Sheet have been made to the prior period's financial information in order to conform to
the current period's presentation.
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COACH, 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 subsidiaries. All
intercompany transactions and balances have been eliminated in consolidation.

3. Recent Accounting Pronouncements

Recently Issued Accounting Pronouncements Not Yet Adopted

In January 2017, the Financial Accounting Standards Board ("FASB") issued ASU No. 2017-04, "Intangibles - Goodwill and Other (Topic 350):
Simplifying the Test for Goodwill Impairment," which simplifies the subsequent measurement of goodwill by eliminating the second step from the quantitative
goodwill impairment test. Under this guidance, annual or interim goodwill impairment testing will be performed by comparing the fair value of a reporting
unit with its carrying amount. An impairment charge will then be recognized for the amount by which the carrying amount exceeds the reporting unit's fair
value, up to the total amount of goodwill allocated to that reporting unit. The requirements of the new standard will be effective for interim and annual
goodwill impairment tests performed in fiscal years beginning after December 15, 2019, which for the Company is the first quarter of fiscal 2021. Early
adoption is permitted for interim or annual goodwill impairment tests performed on testing dates after January 1, 2017. The Company is currently evaluating
this guidance to determine the effect its adoption may have on its consolidated financial statements or notes thereto.

In March 2016, the FASB issued 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. Most notably, the Company will be required to recognize all excess tax benefits and
shortfalls as income tax expense or benefit in the income statement within the reporting period in which they occur. Therefore, the impact on the consolidated
financial statements will be dependent upon future events which are unpredictable. The requirements of the new standard will be effective for annual
reporting periods beginning after December 15, 2016, including interim periods within those annual reporting periods. The Company will adopt this standard
in the first quarter of fiscal 2018.

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 modified 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 long-term liabilities on its consolidated balance sheets and does not expect it to have a material impact on the consolidated statements of income. This
guidance is not expected to have a material impact on the Company's liquidity.

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
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 will be permitted for annual reporting periods beginning after December 15,
2016, including interim periods within those annual periods. The Company currently has a cross-functional implementation team in place that is performing a
comprehensive evaluation to determine the impact that adopting this guidance will have on its consolidated financial statements and notes thereto.

4. 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 network optimization. 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 April 1, 2017, the Company incurred Operational Efficiency Plan related charges within selling, general and
administrative ("SG&A") expenses of $6.4 million ($4.8 million after-tax, or $0.02 per diluted share) and $17.2 million ($12.9 million after-tax, or $0.05 per
diluted share), respectively, primarily due to organizational efficiency
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COACH, INC.
 

Notes to Condensed Consolidated Financial Statements (continued)

costs, technology infrastructure costs, and to a lesser extent, network optimization costs. Total cumulative charges incurred under the Operational Efficiency
Plan to date are $61.1 million. Actions under our Operational Efficiency Plan will be substantially completed by the end of fiscal 2017, with estimated
incremental charges in the range of $20 million.

A summary of charges and related liabilities under the Company's 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 11.7  4.8  0.7  17.2

Cash payments (20.2)  (3.6)  (3.2)  (27.0)

Non-cash charges (6.2)  —  (0.7)  (6.9)

Liability as of April 1, 2017 $ 7.5  $ 1.2  $ —  $ 8.7

(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 April 1, 2017 and July 2, 2016 are included within accrued liabilities on the Company's Consolidated Balance Sheets. The above
charges were recorded as corporate unallocated expenses within the Company's Consolidated Statements of Income. See Note 13, "Segment Information," for
further information.

Transformation Plan

During the fourth quarter of fiscal year ended June 28, 2014 ("fiscal 2014"), the Company announced a multi-year strategic plan to transform the Coach
brand and reinvigorate growth. This multi-faceted, multi-year transformation plan (the "Transformation Plan"), which continued through the end of fiscal
2016, included key operational and cost measures. Refer to Note 3 of our Annual Report on Form 10-K for the fiscal year ended July 2, 2016 for additional
information about the Transformation Plan.

Total cumulative charges incurred under the Transformation Plan through July 2, 2016 were $321.5 million. The fourth quarter of fiscal 2016 was the last
reporting period in which charges were incurred under this plan.

During the three and nine months ended March 26, 2016, the Company recorded transformation-related charges within SG&A expenses of $9.4 million
($6.4 million after-tax, or $0.02 per diluted share) and $35.9 million ($26.9 million after-tax, or $0.10 per diluted share), respectively, primarily due to
organizational efficiency costs and accelerated depreciation as a result of store renovations, within North America and select International stores.

The balance of liabilities under the Company's Transformation plan at July 2, 2016 was $5.5 million, and was included within accrued liabilities on the
Company's Condensed Consolidated Balance Sheet. There are no remaining liabilities under the Company's Transformation plan at April 1, 2017.

5. Goodwill and Other Intangible Assets

Goodwill

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

 International  Stuart Weitzman  Total
 (millions)

Balance at July 2, 2016 $ 346.9  $ 155.5  $ 502.4
Foreign exchange impact (20.5)  (0.8)  (21.3)

Balance at April 1, 2017 $ 326.4  $ 154.7  $ 481.1
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COACH, INC.
 

Notes to Condensed Consolidated Financial Statements (continued)

Intangible Assets

Intangible assets consist of the following:

 April 1, 2017  July 2, 2016

 

Gross 
Carrying 
Amount  

Accum.
Amort.  Net  

Gross 
Carrying 
Amount  

Accum.
Amort.  Net

 (millions)

Intangible assets subject to amortization:            
   Customer relationships $ 54.7  $ (8.8)  $ 45.9  $ 54.7  $ (5.8)  $ 48.9
    Favorable lease rights, net 26.1  (5.9)  20.2  24.7  (3.6)  21.1
       Total intangible assets subject to amortization 80.8  (14.7)  66.1  79.4  (9.4)  70.0
Intangible assets not subject to amortization:            
   Trademarks and trade names 276.8  —  276.8  276.8  —  276.8

       Total intangible assets $ 357.6  $ (14.7)  $ 342.9  $ 356.2  $ (9.4)  $ 346.8

As of April 1, 2017, the expected amortization expense for intangible assets is as follows:

  Amortization Expense
 (millions)

Remainder of Fiscal 2017 $ 1.9
Fiscal 2018 6.8
Fiscal 2019 6.7
Fiscal 2020 6.5
Fiscal 2021 6.1
Fiscal 2022 5.5
Fiscal 2023 and thereafter 32.6

Total $ 66.1

The expected amortization expense above reflects remaining useful lives of 13.1 years for customer relationships and the remaining lease terms ranging
from approximately 1 month to 8.6 years for favorable lease rights.
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COACH, INC.
 

Notes to Condensed Consolidated Financial Statements (continued)

6. 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 June 27, 2015 276.6  $ 2.8  $ 2,754.4  $ (189.6)  $ (77.7)  $ 2,489.9

Net income —  —  —  379.0  —  379.0

Other comprehensive loss —  —  —  —  (14.4)  (14.4)
Shares issued, pursuant to stock-based

compensation arrangements, net of shares
withheld for taxes 1.3  —  (3.4)  —  —  (3.4)

Share-based compensation —  —  65.7  —  —  65.7

Excess tax effect from share-based compensation —  —  (10.3)  —  —  (10.3)

Dividends declared ($1.0125 per share) —  —  —  (281.1)  —  (281.1)

Balance at March 26, 2016 277.9  $ 2.8  $ 2,806.4  $ (91.7)  $ (92.1)  $ 2,625.4

            

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
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COACH, INC.
 

Notes to Condensed Consolidated Financial Statements (continued)

The components of accumulated other comprehensive loss ("AOCI"), as of the dates indicated, are as follows:

 

Unrealized
Gains (Losses)

on Cash
Flow

Hedges(1)  

Unrealized Gains
(Losses)

on Available-
for-Sale Debt

Securities  

Cumulative
Translation
Adjustment  Other(2)  Total

 (millions)

Balances at June 27, 2015 $ 4.4  $ 0.5  $ (81.7)  $ (0.9)  $ (77.7)

Other comprehensive loss before reclassifications (4.4)  (1.5)  (4.7)  —  (10.6)
Less: gains reclassified from accumulated other comprehensive

income to earnings 3.8  —  —  —  3.8

Net current-period other comprehensive loss (8.2)  (1.5)  (4.7)  —  (14.4)

Balances at March 26, 2016 $ (3.8)  $ (1.0)  $ (86.4)  $ (0.9)  $ (92.1)

          

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)

(1) The ending balances of AOCI related to cash flow hedges are net of tax of ($1.4) million and $1.6 million as of April 1, 2017 and March 26, 2016,
respectively. The amounts reclassified from AOCI are net of tax of $3.1 million and ($1.9) million as of April 1, 2017 and March 26, 2016, respectively.

(2) Other represents the accumulated loss on the Company's minimum pension liability adjustment. The balances at April 1, 2017 and March 26, 2016 are
net of tax of $0.8 million and $0.5 million, respectively. 

7. 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

 
April 1, 

2017  
March 26, 

2016  
April 1, 

2017  
March 26, 

2016
 (millions, except per share data)

Net income $ 122.2  $ 112.5  $ 439.3  $ 379.0

        

Total weighted-average basic shares outstanding 280.8  277.8  280.2  277.4
Effect of dilutive securities 2.1  1.7  2.0  1.3

Total weighted-average diluted shares 282.9  279.5  282.2  278.7

        

Net income per share:        
Basic $ 0.44  $ 0.40  $ 1.57  $ 1.37

Diluted $ 0.43  $ 0.40  $ 1.56  $ 1.36

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 April 1, 2017 and March 26, 2016, there were 9.9 million and 11.0 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.

8. 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 condensed consolidated statements of income for the periods indicated: 

 Three Months Ended  Nine Months Ended

 
April 1,
2017(1)  

March 26, 
2016  

April 1,
2017(1)  

March 26,
2016

 (millions)

Share-based compensation expense $ 20.1  $ 21.2  $ 56.8  $ 65.7
Income tax benefit related to share-based compensation

expense 6.4  5.6  17.5  19.8

(1) 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 Company's Operational Efficiency Plan.

11



COACH, INC.
 

Notes to Condensed Consolidated Financial Statements (continued)

Stock Options

A summary of stock option activity during the nine months ended April 1, 2017 is as follows:

 

Number of 
Options

Outstanding  

Weighted-Average
Exercise Price per

Option
 (millions)   
Outstanding at July 2, 2016 15.1  $ 40.18

Granted 3.5  39.65
Exercised (1.3)  39.54
Forfeited or expired (1.3)  40.62

Outstanding at April 1, 2017 16.0  40.08

Vested and expected to vest at April 1, 2017 15.6  42.04
Exercisable at April 1, 2017 9.5  44.00

At April 1, 2017, $26.6 million of total unrecognized compensation cost related to non-vested stock option awards is expected to be recognized over a
weighted-average period of 1.1 years.

The weighted-average grant-date fair value of options granted during the nine months ended April 1, 2017 and March 26, 2016 was $7.32 and $5.64,
respectively. The total intrinsic value of options exercised during the nine months ended April 1, 2017 and March 26, 2016 was $8.4 million and $0.9 million,
respectively. The total cash received from option exercises was $39.2 million for the nine months ended April 1, 2017 and $7.5 million for the nine months
ended March 26, 2016, and the cash tax benefit realized for the tax deductions from these option exercises was approximately $3.3 million and $0.3 million,
respectively.

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

A summary of service-based RSU activity during the nine months ended April 1, 2017 is as follows:

 

Number of
Non-vested

RSUs  

Weighted-
Average Grant-
Date Fair Value

per RSU
 (millions)   
Non-vested at July 2, 2016 3.7  $ 49.06

Granted 2.0  39.43
Vested (1.7)  39.14
Forfeited (0.4)  35.14

Non-vested at April 1, 2017 3.6  50.03

At April 1, 2017, $71.7 million of total unrecognized compensation cost related to non-vested share awards is expected to be recognized over a weighted-
average period of 1.1 years.

The weighted-average grant-date fair value of share awards granted during the nine months ended April 1, 2017 and March 26, 2016 was $39.43 and
$31.49, respectively. The total fair value of shares vested during the nine months ended April 1, 2017 and March 26, 2016 was $67.7 million and $44.1
million, respectively.
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Performance-based Restricted Stock Unit Awards ("PRSUs")

A summary of PRSU activity during the nine months ended April 1, 2017 is as follows:

 

Number of
Non-vested

PRSUs  

Weighted-
Average Grant-
Date Fair Value

per PRSU
 (millions)   
Non-vested at July 2, 2016 1.4  $ 38.67

Granted 0.3  39.53
Change due to performance condition achievement (0.1)  53.19
Vested(1) —  39.72
Forfeited (0.1)  40.28

Non-vested at April 1, 2017 1.5  37.78

(1) During the nine months ended April 1, 2017, fewer than 0.1 million PRSU shares vested.

At April 1, 2017, $12.8 million of total unrecognized compensation cost related to non-vested PRSU awards is expected to be recognized over a
weighted-average period of 1.0 years.

Included in the non-vested amount at April 1, 2017 are approximately 0.6 million PRSU awards that are based on performance criteria which compares
the Company's total stockholder return over the performance period to the total stockholder return of the companies included in the Standard and Poor's 500
Index. There were no awards granted during the nine months ended April 1, 2017 with this performance criteria. The remaining 0.9 million 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 April 1, 2017 and March 26, 2016 was
$39.53 and $31.36, respectively. The total fair value of awards that vested during the nine months ended April 1, 2017 and March 26, 2016 was $0.9 million
and $1.4 million, respectively.

In the nine months ended April 1, 2017 and March 26, 2016, the cash tax benefit realized for the tax deductions from all RSUs (service and performance-
based) was $19.3 million and $13.8 million, respectively. 

9. Debt

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

 
April 1,

 2017  
July 2,
2016

 (millions)

Current Debt:    
    Term Loan $ —  $ 15.0

Total Current Debt $ —  $ 15.0

    

Long-Term Debt:    
    Term Loan $ —  $ 270.0
    4.250% Senior Notes 600.0  600.0
Total Long-Term Debt 600.0  870.0
    Less: Unamortized Discount and Debt Issuance Costs on 4.250% Senior Notes (8.2)  (8.8)

Total Long-Term Debt, net $ 591.8  $ 861.2

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. During the three and nine months ended March 26, 2016, the Company recognized interest expense related to its debt of $8.3 million and $24.4
million, respectively.
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Notes to Condensed Consolidated Financial Statements (continued)

Amended and Restated Credit Agreement

In March 2015, the Company amended and restated its existing $700.0 million revolving credit facility (the "Revolving Facility") with certain lenders and
JP Morgan Chase Bank, N.A. as the administrative agent, to provide for a five-year senior unsecured $300.0 million term loan (the “Term Loan”) and to
extend the maturity date to March 18, 2020 (the "Amended and Restated Credit Agreement"). As of April 1, 2017, there were no borrowings under the
Revolving Facility. The Company prepaid its outstanding borrowings under the Term Loan facility on August 3, 2016. The Revolving Facility will continue
to be used for general corporate purposes of the Company and its subsidiaries.

Borrowings under the Amended and Restated Credit Agreement bear interest at a rate per annum equal to, at the Company's option, either (a) 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 an applicable margin
or (b) 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%). Additionally, the Company pays a commitment
fee on the average daily unused amount of the Revolving Facility. At April 1, 2017, there were no borrowings on the Revolving Facility and the commitment
fee was 0.125%.

4.250% Senior Notes

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 “4.250% 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 4.250% 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 4.250% 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 4.250% Senior Notes calculated as if the
maturity date of the 4.250% 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 4.250% 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 4.250% 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 4.250% Senior Notes to be redeemed, plus accrued and unpaid interest to the redemption date.

At April 1, 2017 and July 2, 2016, the fair value of the 4.250% Senior Notes was approximately $607 million and $622 million, 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.

10. 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. 
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Notes to Condensed Consolidated Financial Statements (continued)

The following table shows the fair value measurements of the Company’s financial assets and liabilities at April 1, 2017 and July 2, 2016:

 Level 1  Level 2  Level 3

 
April 1, 

2017  
July 2, 
2016  

April 1, 
2017  

July 2, 
2016  

April 1, 
2017  

July 2, 
2016

 (millions)

Assets:            

Cash equivalents(1) $ 464.3  $ 197.9  $ 125.7  $ 0.4  $ —  $ —

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

Commercial paper(2) —  —  73.1  54.8  —  —

Government securities - U.S.(2) 172.7  119.9  —  11.8  —  —

Corporate debt securities - U.S.(2) —  —  137.3  161.4  —  —

Corporate debt securities - non U.S.(2) —  —  111.8  111.5  —  —

Other —  —  1.9  0.4  —  —

Long-term investments:            
Corporate debt securities - U.S.(3) —  —  65.5  64.2  —  —

Corporate debt securities - non U.S.(3) —  —  38.9  33.9  —  —

Derivative Assets:            
Inventory-related hedges(4) —  —  3.3  0.2  —  —

Intercompany loan hedges(4) —  —  0.4  0.4  —  —

Liabilities:            

Contingent earnout obligation(5) $ —  $ —  $ —  $ —  $ 35.2  $ 28.4

Derivative liabilities:            

Inventory-related hedges(4) —  —  1.7  11.0  —  —

Intercompany loan hedges(4) —  —  0.3  0.1  —  —

(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. These securities have maturity dates in calendar years 2018
and 2019.

(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.

(5) As part of the purchase agreement for the Stuart Weitzman acquisition, the Company is obligated to pay a contingent earnout of $14.7 million annually if
the Stuart Weitzman brand achieves certain revenue targets in calendar years 2015 through 2017. The agreement also contains a catch-up provision that
provides that if the revenue targets are missed in any one year but are surpassed in succeeding years then amounts for past years become due upon
surpassing targets in succeeding years. The revenue targets were not achieved in calendar year 2015 or 2016. As previously disclosed, the revenue target
for calendar 2017 is $425 million. The total amount payable under the earnout will not exceed $44.0 million, and will be paid out in fiscal 2018 if targets
are achieved.
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The following table presents a reconciliation of the contingent earnout liability, which is measured at fair value on a recurring basis using significant
unobservable inputs (Level 3) for the periods ended April 1, 2017 and July 2, 2016.

 April 1, 2017  July 2, 2016
 (millions)

Beginning of fiscal year $ 28.4  $ 19.4
Increase to contingent earnout obligation 6.8  9.0

End of period $ 35.2  $ 28.4

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.

11. Investments 

The following table summarizes the Company’s U.S. dollar-denominated investments, recorded within the condensed consolidated balance sheets as of
April 1, 2017 and July 2, 2016:

 April 1, 2017  July 2, 2016

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

 (millions)

Available-for-sale investments:                  

Commercial paper(1) $ 73.1  $ —  $ 73.1  $ 54.8  $ —  $ 54.8

Government securities - U.S.(2) 172.7  —  172.7  131.7  —  131.7

Corporate debt securities - U.S.(2) 137.3  65.5  202.8  161.4  64.2  225.6

Corporate debt securities - non-U.S.(2) 111.8  38.9  150.7  111.5  33.9  145.4

Available-for-sale investments, total $ 494.9  $ 104.4  $ 599.3  $ 459.4  $ 98.1  $ 557.5

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

Other(3) 1.9  —  1.9  0.4  460.5  460.9

Total Investments $ 497.4  $ 104.4  $ 601.8  $ 460.4  $ 558.6  $ 1,019.0

(1) These securities have original maturities greater than three months and are recorded at fair value.
(2) The securities as of April 1, 2017 have maturity dates between calendar years 2017 and 2019 and are recorded at fair value.
(3) Long-term Other as of July 2, 2016 relates to the equity method investment in an entity formed during fiscal 2013 for the purpose of developing a new

office tower in Manhattan (the "Hudson Yards joint venture"), with the Company owning less than 43% of the joint venture. Refer to Note 14,
"Headquarters Transactions," for further information.

There were no material gross unrealized gains or losses on available-for-sale securities during the periods ended April 1, 2017 and July 2, 2016.
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12. Commitments and Contingencies

Letters of Credit

The Company had standby letters of credit and bank guarantees totaling $9.7 million and $7.5 million outstanding at April 1, 2017 and July 2, 2016,
respectively. The agreements, which expire at various dates through calendar 2039, primarily collateralize the Company's obligation to third parties for
insurance claims, leases and materials used in product manufacturing. The Company pays certain fees with respect to letters of credit that are issued.

Other

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.

Kate Spade & Company Acquisition

Subsequent to the end of the third quarter of fiscal 2017, on May 7, 2017, the Company entered into an Agreement and Plan of Merger with Kate Spade
& Company and Chelsea Merger Sub Inc., a wholly owned subsidiary of Coach. Refer to Note 15, "Subsequent Event", for further information.

13. Segment Information

In fiscal 2017, the Company has three reportable segments based on its business activities and organization:

• North America, which is composed of Coach brand sales to North American consumers through stores, including the Internet, and sales to wholesale
customers.

• International, which is composed of Coach brand sales to consumers through stores and concession shop-in-shops in Japan, mainland China, Hong
Kong, Macau, Singapore, Taiwan, Malaysia, South Korea, the United Kingdom, France, Ireland, Spain, Portugal, Germany, Italy, Austria, Belgium,
the Netherlands and Switzerland. Additionally, International includes sales to consumers through the Internet in Japan, mainland China, South
Korea, the United Kingdom, France, Spain, Germany and Italy, as well as sales to wholesale customers and distributors in approximately 55
countries.

• Stuart Weitzman, which includes worldwide sales generated by the Stuart Weitzman brand, primarily through department stores in North America
and international locations, within numerous independent third party distributors and within Stuart Weitzman operated stores, including the Internet,
in the United States, Canada and Europe.
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The following table summarizes segment performance for the three and nine months ended April 1, 2017 and March 26, 2016:

 
North

America  International  Other(1)  
Corporate

Unallocated(2)  Stuart Weitzman  Total

 (millions)

Three Months Ended April 1, 2017            

            

Net sales $ 474.2  $ 429.5  $ 11.6  $ —  $ 79.9  $ 995.2

Gross profit 294.8  333.2  11.6  16.5  49.6  705.7

Operating income (loss) 115.5  152.2  9.0  (129.4)  3.8  151.1

Income (loss) before provision for income taxes 115.5  152.2  9.0  (133.4)  3.8  147.1

Depreciation and amortization expense(3) 17.5  17.6  —  11.1  4.0  50.2

Additions to long-lived assets 12.2  15.7  —  40.0  2.5  70.4

            

Three Months Ended March 26, 2016            

            

Net sales $ 498.9  $ 448.2  $ 6.8  $ —  $ 79.2  $ 1,033.1

Gross profit 309.1  338.0  5.8  14.0  46.1  713.0

Operating income (loss) 135.5  151.7  4.0  (161.6)  4.7  134.3

Income (loss) before provision for income taxes 135.5  151.7  4.0  (168.1)  4.7  127.8

Depreciation and amortization expense(3) 14.5  16.7  —  17.1  3.1  51.4

Additions to long-lived assets 26.9  25.7  —  44.6  3.7  100.9

            

Nine Months Ended April 1, 2017            

Net sales $ 1,763.6  $ 1,273.3  $ 31.9  $ —  $ 285.7  $ 3,354.5

Gross profit 1,099.0  973.6  29.1  48.2  176.7  2,326.6

Operating income (loss) 537.9  401.7  24.5  (391.9)  22.2  594.4

Income (loss) before provision for income taxes 537.9  401.7  24.5  (406.7)  22.2  579.6

Depreciation and amortization expense(3) 52.6  51.7  —  37.9  11.7  153.9

Additions to long-lived assets 42.1  58.9  —  73.7  17.4  192.1

            

Nine Months Ended March 26, 2016            

Net sales $ 1,790.9  $ 1,254.5  $ 31.1  $ —  $ 260.7  $ 3,337.2

Gross profit 1,105.3  947.6  23.8  35.6  156.3  2,268.6

Operating income (loss) 555.4  389.5  16.5  (455.4)  30.7  536.7

Income (loss) before provision for income taxes 555.4  389.5  16.5  (474.9)  30.7  517.2

Depreciation and amortization expense(3) 46.6  50.4  —  51.9  15.9  164.8

Additions to long-lived assets 63.6  79.3  —  126.2  7.3  276.4

(1) Other, which is not a reportable segment, consists of Coach brand sales and expenses generated in licensing and disposition channels.
(2) Corporate unallocated includes certain centrally managed Coach brand inventory-related amounts, advertising, marketing, design, administration and

information systems, as well as distribution and consumer service expenses. Furthermore, Operational Efficiency Plan and Transformation Plan charges
incurred by the Company as described in Note 4, "Restructuring Activities" and charges associated with contingent earn out payments of the Stuart
Weitzman acquisition and other integration-related activities, are also included as unallocated corporate expenses.
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(3) 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, and $1.9 million and $8.2 million of transformation-related charges for the three and nine months ended March 26, 2016,
respectively. These charges are recorded as corporate unallocated expenses.

The following is a summary of all costs not allocated in the determination of segment operating income performance:

 Three Months Ended  Nine Months Ended

 
April 1, 

2017  March 26, 2016  
April 1, 

2017  
March 26, 

2016
 (millions)

Inventory-related(1) $ 16.5  $ 14.0  $ 48.2  $ 35.7
Advertising, marketing and design(2) (57.7)  (63.7)  (179.9)  (190.0)
Administration and information systems(2)(3) (75.4)  (97.2)  (219.4)  (254.4)
Distribution and customer service(2) (12.8)  (14.7)  (40.8)  (46.7)

Total corporate unallocated $ (129.4)  $ (161.6)  $ (391.9)  $ (455.4)

(1)  Inventory-related amounts consist primarily of production variances, which represents the difference between the expected standard cost and actual cost
of inventory, and inventory-related reserves which are recorded within cost of sales.

(2)  Costs recorded within SG&A expenses.
(3)  During the three and nine months ended April 1, 2017, Operational Efficiency Plan charges recorded within SG&A expenses were ($6.4) million and

$(17.2) million, respectively. Furthermore, during the three and nine months ended April 1, 2017, ($2.8) million and $(8.2) million of charges related to
the Stuart Weitzman contingent earn out payments and other integration-related activities was recorded within corporate unallocated costs, respectively.
During the three and nine months ended March 26, 2016, Transformation Plan costs recorded within SG&A expenses were ($9.4) million and ($35.9)
million, respectively. During the three and nine months ended March 26, 2016, ($5.4) million and ($15.2) million of charges related to the Stuart
Weitzman contingent earn out payments and other integration-related activities were recorded within corporate unallocated costs, respectively.

14. 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.

Together, the sale of investments in 10 Hudson Yards and of the Company's former headquarters resulted in a reduction of corporate unallocated net
property and equipment of approximately $290 million.
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COACH, INC.
 

Notes to Condensed Consolidated Financial Statements (continued)

15. Subsequent Event

Merger Agreement

On May 7, 2017, the Company entered into an Agreement and Plan of Merger (the "Merger Agreement") with Kate Spade & Company ("Kate Spade")
and Chelsea Merger Sub Inc., a wholly owned subsidiary of Coach.  Under the terms of the Merger Agreement, Coach has agreed to commence an all-cash
tender offer to acquire any and all of Kate Spade's outstanding shares of common stock at a purchase price of $18.50 per share. The purchase price is expected
to be approximately $2.4 billion and the transaction is expected to close during the third quarter of calendar 2017.

Commitment Letters

On May 7, 2017, the Company entered into a bridge facility commitment letter pursuant to which Merrill Lynch, Pierce, Fenner & Smith Incorporated
and Bank of America, N.A. committed to provide up to $2.1 billion under a 364-day senior unsecured bridge term loan credit facility to finance the merger in
the event that Coach has not issued senior unsecured notes and obtained term loans prior to the consummation of the merger. The commitment is subject to
customary conditions.
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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 "Company," "Coach,"
"we," "us" and "our" refer to Coach, Inc., including consolidated subsidiaries. Unless the context requires otherwise, references to the "Coach brand" do not
include the Stuart Weitzman brand, and references to the "Stuart Weitzman brand" do not include the Coach brand.

EXECUTIVE OVERVIEW

Coach, Inc. is a leading New York design house of modern luxury accessories and lifestyle brands. The Coach brand was established in New York City in
1941, and has a rich heritage of pairing exceptional leathers and materials with innovative design. Coach, Inc. acquired Stuart Weitzman, a leader in women's
designer footwear, during the fourth quarter of fiscal 2015.

Coach, Inc. operates in three segments: North America (Coach brand), International (Coach brand), and Stuart Weitzman. The North America segment
includes sales of Coach brand products to North American customers through Coach-operated stores (including the Internet) and sales to North American
wholesale customers. The International segment includes sales of Coach brand products to customers through Coach-operated stores and concession shop-in-
shops in Japan, mainland China, Hong Kong, Macau, Singapore, Taiwan, Malaysia, South Korea, the United Kingdom, France, Ireland, Spain, Portugal,
Germany, Italy, Austria, Belgium, the Netherlands and Switzerland. Additionally, International includes sales to consumers through the Internet in Japan,
mainland China, South Korea, the United Kingdom, France, Spain, Germany and Italy, as well as sales to wholesale customers and distributors in
approximately 55 countries. The Stuart Weitzman segment includes worldwide sales generated by the Stuart Weitzman brand, primarily through department
stores in North America and international locations, within numerous independent third party distributors and within Stuart Weitzman operated stores
(including the Internet) in the United States, Canada and Europe. Other, which is not a reportable segment, consists of sales and expenses generated by the
Coach brand in licensing and disposition channels. As the Company's business model is based on multi-channel and brand global distribution, our success
does not depend solely on the performance of a single channel or geographic area.

We are focused on driving long-term growth and best in class profitability through the following key initiatives:

Drive brand relevance

• Transform the Coach brand into a modern luxury brand by continuing to evolve across the key consumer touchpoints of product, stores and
marketing.

• Reinvigorate growth and brand relevance through our differentiated positioning, which combines our history of heritage and craftsmanship with
Stuart Vevers's modern creative vision.

• Raise brand awareness and increase market share for the Stuart Weitzman brand globally, building upon the company's strong momentum and core
brand equities of fusing fashion with fit.

Grow our business internationally

• Continue to increase the Coach brand's penetration internationally, most notably in mainland China and Europe.

• Support the development of the Stuart Weitzman brand, particularly in Asia.

Harness the power of the digital world

• Continue to accelerate the development of our digital programs and capabilities world-wide, reflecting the change in consumer shopping behavior
globally.

Build an infrastructure to support future growth initiatives

• Create an agile and scalable business model to support sustainable/future growth for Coach, Inc.

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 will be recorded within SG&A expenses, and will
be 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.
Refer to Note 4, "Restructuring Activities," and "GAAP to Non-GAAP Reconciliation" for further information.
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Transformation Plan

During the fourth quarter of fiscal 2014, Coach, Inc. announced a multi-year strategic plan with the objective of transforming the Coach brand and
reinvigorating growth, which we believe will enable the Company to return to ‘best-in-class’ profitability. This Transformation Plan was built on the core
brand equities of quality and craftsmanship with the aim of evolving our competitive value proposition. We believe our strategy offers significant growth
opportunities in handbags and accessories, as well as in the broader set of lifestyle categories that we have operated in for some time but have historically
been less developed, including footwear and ready-to-wear. This strategy requires an integrated holistic approach, across product, stores and marketing and
promotional activities, and entails the roll-out of carefully crafted aspirational marketing campaigns to define the Coach brand and to deliver a fuller and more
consistent brand expression.

Key operational and cost measures of the Transformation Plan included: (i) the investment in capital improvements in our stores and wholesale locations
to drive comparable sales improvement; (ii) the optimization and streamlining of our organizational model as well as the closure of underperforming stores in
North America, and select International stores; (iii) the realignment of inventory levels and mix to reflect our elevated product strategy and consumer
preferences; (iv) the investment in incremental advertising costs to elevate consumer perception of our Coach brand, drive sales growth and promote our new
strategy, which started in fiscal 2015; and (v) the significant scale-back of our promotional cadence in an increased global promotional environment,
particularly within our outlet Internet sales site, which began in fiscal 2014. The Company's execution of these key operational and cost measures was
concluded during fiscal 2016, and we believe that long-term growth will be realized through these transformational efforts over time. For further discussion of
charges incurred in connection with the Transformation Plan, see "GAAP to Non-GAAP Reconciliation," herein.

Current Trends and Outlook

Global consumer retail traffic remains relatively weak and inconsistent, which has led to a more promotional environment in the fragmented retail
industry due to increased competition and a desire to offset traffic declines 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.

Political and economic instability or changing macroeconomic conditions that exist in our major markets have further contributed to this uncertainty,
including the potential impact of (1) new policies that may be implemented by the U.S. presidential administration and government, particularly with respect
to tax and trade policies, or (2) the United Kingdom ("U.K.") voting to leave the European Union ("E.U.") in its referendum on June 23, 2016, commonly
known as "Brexit." Although the terms of the U.K.'s future relationship with the E.U. are still unknown, it is possible that there will be increased regulatory
and legal complexities, including potentially divergent national laws and regulations between the U.K. and E.U. Brexit may also cause disruption and create
uncertainty surrounding our business, including affecting our relationship with our existing and future customers, suppliers and employees. 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.

Certain of our wholesale customers, particularly those located in the U.S., have become highly promotional and have aggressively marked down their
merchandise. Despite our planned reduction in markdown allowances during fiscal 2017 and our strategic actions in the wholesale channel discussed below,
such promotional activity could negatively impact our brands, which could affect our business, results of operations, and financial condition. Over the
remainder of fiscal 2017, we expect to continue investing in the elevation of shop-in-shop environments, and rationalizing the distribution footprint in the
North America wholesale channel by closing about 25% of doors from fiscal 2016 year-end levels.

Certain limited and recent factors within the U.S., including an improvement in the labor and housing markets and modest growth in overall consumer
spending, suggest a potential moderate strengthening in the U.S. economic outlook. It is still, however, too early to understand what kind of sustained impact
this will have on consumer discretionary spending. If the global macroeconomic environment remains volatile or worsens, the constrained level of worldwide
consumer spending and modified consumption behavior may continue to have a negative effect on our outlook. Several organizations that monitor the world’s
economy, including the International Monetary Fund, are projecting slightly accelerated economic strengthening with modest overall global growth for
calendar 2017 but caution that there is considerable uncertainty surrounding the underlying assumptions of the forecast.
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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 2, 2016.
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THIRD QUARTER FISCAL 2017 COMPARED TO THIRD QUARTER FISCAL 2016

The following table summarizes results of operations for the third quarter of fiscal 2017 compared to the third quarter of fiscal 2016. All percentages
shown in the table below and the discussion that follows have been calculated using unrounded numbers.

 Three Months Ended

  April 1, 2017  March 26, 2016  Variance
  (millions, except per share data)

  

  Amount  
% of

net sales  Amount  
% of

net sales  Amount  %

Net sales $ 995.2  100.0%  $ 1,033.1  100.0%  $ (37.9)  (3.7)%

Gross profit 705.7  70.9  713.0  69.0  (7.3)  (1.0)

SG&A expenses 554.6  55.7  578.7  56.0  (24.1)  4.2

Operating income 151.1  15.2  134.3  13.0  16.8  12.5

Interest expense, net 4.0  0.4  6.5  0.6  (2.5)  (38.2)

Provision for income taxes 24.9  2.5  15.3  1.5  9.6  (61.9)

Net income 122.2  12.3  112.5  10.9  9.7  8.7

Net income per share:                 
     Basic $ 0.44     $ 0.40     $ 0.04  7.5 %

     Diluted $ 0.43     $ 0.40     $ 0.03  7.4 %

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 2017 and fiscal 2016 reflect the impact of the Operational Efficiency Plan, Acquisition-Related Costs
and the Transformation Plan, as noted in the following tables. Refer to page 36 for further discussion on the Non-GAAP Measures.

Third Quarter Fiscal 2017 Items

 Three Months Ended April 1, 2017

  
GAAP Basis

(As Reported)  
Transformation and

Other Actions  
Operational

Efficiency Plan  
Acquisition-Related

Costs  
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

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 pre-tax charges, as follows:

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

• Acquisition-Related 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 (of which $2.8 million of charges are recorded within unallocated corporate expenses within
the Coach brand and $1.7 million of charges are recorded within the Stuart Weitzman segment).

Total Operational Efficiency Plan and Acquisition-Related Costs 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.
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Actions under our Operational Efficiency Plan will be substantially completed by the end of fiscal 2017, with expected incremental charges estimated in
the range of $20 million (which primarily relate to the costs of replacing and updating the Company's core technology platforms, organizational efficiency
costs, and network optimization). Refer to the "Executive Overview" herein and Note 4, "Restructuring Activities," for further information regarding this
plan. Furthermore, the Company expects to incur aggregate Stuart Weitzman pre-tax Acquisition-Related Costs of around $20 million in fiscal 2017, which
primarily include the impact of contingent earnout payments, and to a lesser extent, integration-related activities. However, Acquisition-Related Costs could
be significantly lower if contingent earnout payments related to the achievement of revenue targets will not be paid, as described in Note 10, "Fair Value
Measurements."

Third Quarter Fiscal 2016 Items

 Three Months Ended March 26, 2016

  
GAAP Basis

(As Reported)  
Transformation and

Other Actions  
Operational Efficiency

Plan  
Acquisition-Related

Costs  
Non-GAAP Basis
(Excluding Items)

 (millions, except per share data)

Gross profit $ 713.0  $ —  $ —  $ —  $ 713.0

SG&A expenses 578.7  9.4  —  8.1  561.2

Operating income 134.3  (9.4)  —  (8.1)  151.8

Provision for income taxes 15.3  (3.0)  —  (2.9)  21.2

Net income 112.5  (6.4)  —  (5.2)  124.1

Diluted net income per share 0.40  (0.02)  —  (0.02)  0.44

In the third quarter of fiscal 2016, the Company incurred charges as follows:

• Transformation and Other Actions - $9.4 million under our Coach brand Transformation Plan primarily due to organizational efficiency costs and
accelerated depreciation as a result of store renovations, within North America and select International stores;

• Acquisition-Related Costs - $8.1 million total acquisition-related costs, of which $7.8 million primarily related to charges attributable to integration-
related activities and contingent payments (of which $5.4 million is recorded within unallocated corporate expenses within the Coach brand, and $2.4
million is recorded within the Stuart Weitzman segment), and $0.3 million related to the limited life impact of purchase accounting, recorded within the
Stuart Weitzman segment.

Total Transformation Plan and Acquisition-Related Costs taken together increased the Company's SG&A expenses by $17.5 million, negatively
impacting net income by $11.6 million, or $0.04 per diluted share.

Summary – Third Quarter of Fiscal 2017

Net sales in the third quarter of fiscal 2017 decreased 3.7% to $995.2 million, due to decreased revenues from the Coach brand business. Excluding the
effects of foreign currency, net sales decreased 3.4% or $35.2 million. Our gross profit decreased by 1.0% to $705.7 million during the third quarter of fiscal
2017. SG&A expenses decreased by 4.2% to $554.6 million in the third quarter of fiscal 2017. Excluding non-GAAP adjustments as described in the "GAAP
to non-GAAP Reconciliation" herein, SG&A expenses decreased by 3.1% to $543.7 million.

Net income increased 8.7% in the third quarter of fiscal 2017 as compared to the third quarter of fiscal 2016, primarily due to an increase in operating
income of $16.8 million, partially offset by an increase of $9.6 million in our provision for income taxes. Net income per diluted share increased 7.4%
primarily due to higher net income. Excluding non-GAAP adjustments, net income and net income per diluted share increased 5.1% and 3.8%, respectively.

Currency Fluctuation Effects

The change in net sales for the third quarter of fiscal 2017 compared to fiscal 2016 has been presented both including and excluding currency fluctuation
effects.
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Net Sales

The following table presents net sales by reportable segment for the third quarter of fiscal 2017 compared to the third quarter of fiscal 2016:

  Three Months Ended

  
Total Net Sales  

Rate of
Change

 
Percentage of

Total Net Sales

  

April 1, 
2017  

March 26, 
2016   

April 1, 
2017  

March 26, 
2016

  (dollars in millions)          

        
    North America $ 474.2  $ 498.9  (5.0)%  47.6%  48.3%
    International 429.5  448.2  (4.2)  43.2  43.4
    Other(1) 11.6  6.8  70.6  1.2  0.6
Coach brand $ 915.3  $ 953.9  (4.1)  92.0%  92.3%
Stuart Weitzman 79.9  79.2  1.1  8.0  7.7

Total net sales $ 995.2  $ 1,033.1  (3.7)  100.0%  100.0%

(1) Net sales in the Other category, which is not a reportable segment, consists of sales generated by the Coach brand other ancillary channels, licensing and
disposition.

Net sales for the Coach brand decreased 4.1% or $38.6 million to $915.3 million. Excluding the unfavorable impact of foreign currency, net sales
decreased 3.9%.

North America Net Sales decreased 5.0% or $24.7 million to $474.2 million in the third quarter of fiscal 2017, which was not materially impacted by
changes in foreign currency. This decrease was driven by lower sales to wholesale customers of $16.4 million, which was due to the Company's deliberate
and strategic decision to elevate the Coach brand’s positioning in the channel by limiting participation in promotional events and closing approximately 25%
of its wholesale doors by the end of fiscal 2017. Non-comparable store sales decreased by $23.3 million primarily due to the negative impact of the calendar
shift that resulted from the 53rd week of fiscal 2016. These decreases were partially offset by higher comparable store sales, which increased by $13.6 million
or 3.4%, due to higher conversion and transaction size. Our bricks and mortar comparable stores sales increased 3.3% despite the negative impact of the
Easter holiday calendar shift. Comparable store sales measure 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 may be fulfilled by a physical store; such sales are recorded by the physical store. Coach
excludes new locations from the comparable store base for the first twelve months of operation. Comparable store sales have not been adjusted for store
expansions. North America comparable store sales are presented for the 13-weeks ending April 1, 2017 versus the analogous 13-weeks ended April 2, 2016
for comparability. Since the end of the third quarter of fiscal 2016, Coach closed a net 22 retail stores in North America.

International Net Sales decreased 4.2% or $18.7 million to $429.5 million in the third quarter of fiscal 2017. Excluding the favorable impact of foreign
currency, net sales decreased 3.5% or $15.8 million. This constant currency change is primarily due to a decrease in the International and European Wholesale
channels of $14.5 million due to timing of shipments and a decrease in Asia, primarily in South Korea, of $6.9 million due to the impact of lower comparable
store sales. These decreases were partially offset by a net increase in Greater China of $4.0 million due to the impact of net new stores and positive
comparable store sales in mainland China, partially offset by declines in Hong Kong and Macau due to a continued slowdown in tourist traffic. Since the end
of the third quarter of fiscal 2016, we opened 12 net new stores, with four net new stores in mainland China, Hong Kong, Macau and Japan, and 8 net new
stores in the other regions.

Stuart Weitzman Net Sales increased 1.1% or $0.7 million to $79.9 million in the third quarter of fiscal 2017, which was not materially impacted by
changes in foreign currency. Stuart Weitzman had a $5.6 million increase in net retail sales due to the acquisition of the Stuart Weitzman Canadian distributor
in the fourth quarter of fiscal 2016 and net store openings, partially offset by lower comparable store sales. This net increase was partially offset by a decrease
in wholesale net sales of $3.2 million due to timing of shipments, as well as a decrease of $1.5 million due to the negative impact of the calendar shift that
resulted from the 53rd week of fiscal 2016. Prior year wholesale net sales included shipments into the Canadian distributor. Since the end of the third quarter
of fiscal 2016, Stuart Weitzman opened a net 7 new stores and acquired 14 stores associated with the acquisition of the Canadian distributor.
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Gross Profit

Gross profit decreased 1.0% or $7.3 million to $705.7 million in the third quarter of fiscal 2017 from $713.0 million in the third quarter of fiscal 2016.
Gross margin for the third quarter of fiscal 2017 was 70.9% as compared to 69.0% in the third quarter of fiscal 2016.

Gross profit for the Coach brand decreased 1.6% or $10.8 million to $656.0 million in the third quarter of fiscal 2017. Furthermore, gross margin for the
Coach brand increased 180 basis points to 71.7% in the third quarter of fiscal 2017 from 69.9% in the third quarter of fiscal 2016. The year over year change
in gross margin was favorably impacted by 20 basis points as a result of foreign currency rates.

North America Gross Profit decreased 4.6% or $14.3 million to $294.8 million in the third quarter of fiscal 2017. Gross margin increased 20 basis points
to 62.2% in the third quarter of fiscal 2017 from 62.0% in the third quarter of fiscal 2016. Gross margin increased 20 basis points as a result of costing and
product mix which was partially offset by promotional activity, particularly in the outlet channel. Gross margin was also favorably impacted by 10 basis
points as a result of channel mix, directly attributable to the strategic decision to close select doors in the wholesale channel. These were increases partially
offset by foreign currency-related impacts of 10 basis points.

International Gross Profit decreased 1.4% or $4.8 million to $333.2 million in the third quarter of fiscal 2017. Gross margin increased 220 basis points to
77.6% in the third quarter of fiscal 2017 from 75.4% in the third quarter of fiscal 2016. The year over year change in gross margin as a result of foreign
currency rates was favorable by 50 basis points, primarily due to the Japanese Yen. Excluding the impact of foreign currency in each period, International
gross margin increased 170 basis points. The increase in gross margin is due to a 70 basis point increase as a result of costing and product mix which was
partially offset by promotional activity and the favorable effects of decreased duty costs which positively impacted gross margin by 60 basis points.

Corporate Unallocated Gross Profit increased $2.5 million to $16.5 million in the third quarter of fiscal 2017, primarily due to the impact of more
favorable production variances when compared to the same period in the prior year.

Stuart Weitzman Gross Profit increased 7.7% or $3.5 million to $49.6 million during the third quarter of fiscal 2017. Gross margin increased 390 basis
points to 62.1% in the third quarter of fiscal 2017 from 58.2% in the third quarter of fiscal 2016. The year over year change in gross margin as a result of
foreign currency rates was favorable by 100 basis points, primarily due to the Euro. Excluding the impact of foreign currency, the increase in gross margin
due to a shift in channel mix which favorably impacted gross margin by 120 basis points. The remaining increase is attributable to the impact of product mix
and lower promotional activity.

Selling, General and Administrative Expenses

SG&A expenses are comprised of four categories: (i) selling; (ii) advertising, marketing and design; (iii) distribution and customer service; and (iv)
administrative. Selling expenses include store employee compensation, occupancy costs, supply costs, wholesale and retail account administration
compensation globally and Coach international operating expenses. These expenses are affected by the number of stores open during any fiscal period and
store performance, as compensation and rent expenses vary with sales. Advertising, marketing and design expenses include employee compensation, media
space and production, advertising agency fees, new product design costs, public relations and market research expenses. Distribution and customer service
expenses include warehousing, order fulfillment, shipping and handling, customer service, employee compensation and bag repair costs. Administrative
expenses include compensation costs for "corporate" functions including: executive, finance, human resources, legal and information systems departments, as
well as corporate headquarters occupancy costs, consulting fees and software expenses. Administrative expenses also include global equity compensation
expense.

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 decreased 4.2% or $24.1 million to $554.6 million in the third quarter of fiscal 2017 as compared to $578.7 million in the third quarter
of fiscal 2016. As a percentage of net sales, SG&A expenses decreased to 55.7% during the third quarter of fiscal 2017 as compared to 56.0% during the third
quarter of fiscal 2016. Excluding non-GAAP adjustments of $10.9 million and $17.5 million in the third quarter of fiscal 2017 and fiscal 2016, respectively,
as discussed in the "GAAP to Non-GAAP Reconciliation" herein, SG&A expenses decreased $17.5 million from the third quarter of fiscal 2016; and SG&A
expenses as a percentage of net sales increased, to 54.6% in the third quarter of fiscal 2017 from 54.3% in the third quarter of fiscal 2016. The $17.5 million
decrease is primarily due to reduced employee-related costs, offset by increased occupancy costs and increased SG&A expenses within the Stuart Weitzman
segment to support the growth of the business.

Selling expenses were $380.4 million, or 38.2% of net sales, in the third quarter of fiscal 2017 compared to $375.1 million, or 36.3% of net sales, in the
third quarter of fiscal 2016. The $5.3 million increase is primarily due to higher store-related costs
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in North America associated with the new Fifth Avenue flagship store and other modern luxury store renovation costs, and increases in Stuart Weitzman and
Europe to support growth in the business, partially offset by decreases in Greater China primarily due to favorable foreign currency effects.

Advertising, marketing, and design costs were $63.2 million, or 6.4% of net sales, in the third quarter of fiscal 2017, compared to $70.5 million, or 6.8%
of net sales, during the third quarter of fiscal 2016. The decrease was primarily due to lower costs for Coach brand marketing and advertising-related events.

Distribution and customer service expenses were $14.3 million, or 1.4% of net sales, in the third quarter of fiscal 2017, relatively in-line with third
quarter fiscal 2016 expenses of $15.9 million, or 1.5% of net sales.

Administrative expenses were $96.7 million, or 9.7% of net sales, in the third quarter of fiscal 2017 compared to $117.2 million, or 11.3% of net sales, in
the third quarter of fiscal 2016. Excluding non-GAAP adjustments of $10.9 million in the third quarter of fiscal 2017 and $17.5 million in the third quarter of
fiscal 2016, administrative expenses were $85.8 million and $99.7 million, respectively, or 8.6% and 9.7% of net sales. The decrease is primarily due to
reduced employee related costs, partially offset by higher corporate occupancy costs.

Operating Income

Operating income increased 12.5% or $16.8 million to $151.1 million in the third quarter of fiscal 2017 as compared to $134.3 million in the third quarter
of fiscal 2016. Operating margin was 15.2% in the third quarter of fiscal 2017 as compared to 13.0% in the third quarter of fiscal 2016. Excluding non-GAAP
adjustments of $10.9 million in the third quarter of fiscal 2017 and $17.5 million in the third quarter of fiscal 2016, as discussed in the "GAAP to Non-GAAP
Reconciliation" herein, operating income increased 6.7% or $10.2 million to $162.0 million from $151.8 million in the third quarter of fiscal 2016; and
operating margin was 16.3% in the third quarter of fiscal 2017 as compared to 14.7% in the third quarter of fiscal 2016.

The following table presents operating income by reportable segment for the third quarter of fiscal 2017 compared to the third quarter of fiscal 2016:

  Three Months Ended
  Operating Income  Variance

  
April 1, 

2017  
March 26, 

2016  Amount   %
  (millions)   
     
    North America  $ 115.5  $ 135.5  $ (20.0)  (14.7)%
    International  152.2  151.7  0.5  0.2
    Other(1)  9.0  4.0  5.0  125.0
    Corporate unallocated  (129.4)  (161.6)  32.2  (19.9)
Coach brand  $ 147.3  $ 129.6  $ 17.7  13.7 %
Stuart Weitzman  3.8  4.7  (0.9)  (19.5)

Total operating income  $ 151.1  $ 134.3  $ 16.8  12.5 %

(1) Operating income in the Other category, which is not a reportable segment, consists of sales generated by the Coach brand other ancillary channels,
licensing and disposition.

Operating income for the Coach brand increased 13.7% or $17.7 million to $147.3 million in the third quarter of fiscal 2017. Furthermore, operating
margin for the Coach brand increased 250 basis points to 16.1% in the third quarter of fiscal 2017 from 13.6% in the third quarter of fiscal 2016, as described
below. Excluding non-GAAP adjustments, Coach brand operating income totaled $156.5 million in the third quarter of fiscal 2017, resulting in an operating
margin of 17.1%. This compared to Coach brand operating income of $144.4 million in the third quarter of fiscal 2016, or an operating margin of 15.1%.

North America Operating Income decreased 14.7% or $20.0 million to $115.5 million in the third quarter of fiscal 2017 reflecting the decrease in gross
profit of $14.3 million, as well as higher SG&A expenses of $5.7 million. The increase in SG&A expenses was due to higher store-related costs for the new
Fifth Avenue flagship store and depreciation costs as a result of stores that have been renovated since the third quarter of fiscal 2016. Operating margin
decreased 270 basis points to 24.4% in the third quarter of fiscal 2017 from 27.1% during the same period in the prior year due to higher SG&A expense as a
percentage of net sales of 290 basis points, partially offset by higher gross margin of 20 basis points.
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International Operating Income increased 0.2% or $0.5 million to $152.2 million in the third quarter of fiscal 2017 primarily reflecting lower SG&A
expenses of $5.3 million, partially offset by lower gross profit of $4.8 million. The decrease in SG&A expenses is primarily related to favorable foreign
currency effects and reduced occupancy costs in Greater China, as well as lower employee related costs in international wholesale. Operating margin
increased 150 basis points to 35.4% in fiscal 2017 from 33.9% during the same period in the prior year primarily due to higher gross margin of 220 basis
points, and lower SG&A expenses, particularly selling expenses, as a percentage of net sales, which decreased by 60 basis points.

Corporate Unallocated Operating Loss decreased 19.9% or $32.2 million to $129.4 million in the third quarter of fiscal 2017 from $161.6 million in the
third quarter of fiscal 2016. Excluding non-GAAP adjustments, unallocated operating loss decreased by $26.6 million to $120.2 million in the third quarter of
fiscal 2017. This decrease is primarily related to reduced employee related costs, partially offset by higher corporate occupancy costs.

Stuart Weitzman Operating Income decreased 19.5% or $0.9 million to $3.8 million in the third quarter of fiscal 2017, resulting in an operating margin of
4.7%, compared to $4.7 million and 5.9%, respectively, in fiscal 2016. Excluding non-GAAP adjustments, Stuart Weitzman operating income totaled $5.5
million in the third quarter of fiscal 2017, resulting in an operating margin of 6.9%, compared to $7.4 million and 9.3%, respectively, in fiscal 2016. The
decrease in operating margin is primarily due to higher SG&A expenses as a percentage of net sales, which increased to 55.2% in fiscal 2017 from 48.9% in
fiscal 2016 due to increased investments in the growth of the business, particularly store-related costs for new store additions.

Provision for Income Taxes

The effective tax rate was 16.9% in the third quarter of fiscal 2017, as compared to 12.0% in the third quarter of fiscal 2016. Excluding non-GAAP
adjustments, the effective tax rate was 17.5% in the third quarter of 2017, compared to 14.6% in the third quarter of fiscal 2016. The increase in our effective
tax rate was primarily attributable to lower benefits received in the third quarter of fiscal 2017 from the expiration of certain statutes compared to the third
quarter of fiscal 2016, partially offset by the geographic mix of earnings and the ongoing benefit of available foreign tax credits.

Net Income

Net income increased 8.7% or $9.7 million to $122.2 million in the third quarter of fiscal 2017 as compared to $112.5 million in the third quarter of fiscal
2016. Excluding non-GAAP adjustments, net income increased 5.1% or $6.2 million to $130.3 million in the third quarter of fiscal 2017. This increase was
primarily due to higher operating income, partially offset by an increase in provision for income taxes.

Earnings per Share

Net income per diluted share increased 7.4% to $0.43 in the third quarter of fiscal 2017 as compared to $0.40 in the third quarter of fiscal 2016.
Excluding non-GAAP adjustments, net income per diluted share increased 3.8% to $0.46 in the third quarter of fiscal 2017 from $0.44 in the third quarter of
fiscal 2016, primarily due to higher net income.
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FIRST NINE MONTHS FISCAL 2017 COMPARED TO FIRST NINE MONTHS FISCAL 2016

The following table summarizes results of operations for the first nine months of fiscal 2017 compared to the first nine months of fiscal 2016. All
percentages shown in the table below and the discussion that follows have been calculated using unrounded numbers.

 Nine Months Ended

  April 1, 2017  March 26, 2016  Variance
  (millions, except per share data)

  

  Amount  
% of

net sales  Amount  
% of

net sales  Amount  %

Net sales $ 3,354.5  100.0%  $ 3,337.2  100.0%  $ 17.3  0.5 %

Gross profit 2,326.6  69.4  2,268.6  68.0  58.0  2.6

SG&A expenses 1,732.2  51.6  1,731.9  51.9  0.3  —

Operating income 594.4  17.7  536.7  16.1  57.7  10.8

Interest expense, net 14.8  0.4  19.5  0.6  (4.7)  (24.0)

Provision for income taxes 140.3  4.2  138.2  4.1  2.1  1.5

Net income 439.3  13.1  379.0  11.4  60.3  15.9

Net income per share:                 
     Basic $ 1.57     $ 1.37     $ 0.20  14.8 %

     Diluted $ 1.56     $ 1.36     $ 0.20  14.5 %

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 2017 and fiscal 2016
reflect the impact of the Operational Efficiency Plan, Acquisition-Related Costs and the Transformation Plan, as noted in the following tables. Refer to page
36 for further discussion on the Non-GAAP Measures.

First Nine Months of Fiscal 2017 Items

 Nine Months Ended April 1, 2017

  
GAAP Basis

(As Reported)  
Transformation and

Other Actions  
Operational

Efficiency Plan  
Acquisition-Related

Costs  
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

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 pre-tax charges, as follows:

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

• Acquisition-Related Costs - $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(of which $8.2 million of income is recorded within
unallocated corporate expenses within the Coach brand and $12.5 million of charges is recorded within the Stuart Weitzman segment), 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, all recorded within the Stuart Weitzman segment.
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Total Operational Efficiency Plan and Acquisition-Related Costs taken together increased the Company's SG&A expenses by $38.1 million and increased
cost of sales by $0.6 million, negatively impacting net income by $28.2 million, or $0.10 per diluted share.

First Nine Months of Fiscal 2016 Items

 Nine Months Ended March 26, 2016

  
GAAP Basis

(As Reported)  
Transformation and

Other Actions  
Operational Efficiency

Plan  
Acquisition-Related

Costs  
Non-GAAP Basis
(Excluding Items)

 (millions, except per share data)

Gross profit $ 2,268.6  $ —  $ —  $ (0.9)  $ 2,269.5

SG&A expenses 1,731.9  35.9  —  28.3  1,667.7

Operating income 536.7  (35.9)  —  (29.2)  601.8

Provision for income taxes 138.2  (9.0)  —  (9.5)  156.7

Net income 379.0  (26.9)  —  (19.7)  425.6

Diluted net income per share 1.36  (0.10)  —  (0.07)  1.53

In the first nine months of fiscal 2016, the Company incurred charges as follows:

• Transformation and Other Actions - $35.9 million under our Coach brand Transformation Plan primarily due to organizational efficiency costs and
accelerated depreciation as a result of store renovations, within North America and select International stores;

• Acquisition-Related Costs - $29.2 million total acquisition-related costs, of which $22.2 million primarily related to charges attributable to
integration-related activities and contingent payments (of which $15.2 million is recorded within unallocated corporate expenses within the Coach brand,
and $7.0 million is recorded within the Stuart Weitzman segment), and $7.0 million related to the limited life impact of purchase accounting, primarily
due to the amortization of the fair value of the order backlog asset and inventory step-up, all recorded within the Stuart Weitzman segment.

Total Transformation Plan and Acquisition-Related Costs taken together increased the Company's SG&A expenses by $64.2 million and cost of sales by
$0.9 million, negatively impacting net income by $46.6 million, or $0.17 per diluted share.

Summary – First Nine Months of Fiscal 2017

Net sales in the first nine months of fiscal 2017 increased 0.5% to $3.35 billion, primarily due to increased revenues from the Coach brand International
and Stuart Weitzman businesses. There were no material effects from foreign currency. Our gross profit increased by 2.6% to $2.33 billion during the first
nine months of fiscal 2017. SG&A expenses remained fairly consistent at $1.73 billion in the first nine months of fiscal 2017 when compared to prior year.
Excluding non-GAAP adjustments as described in the "GAAP to non-GAAP Reconciliation" herein, SG&A expenses increased by 1.6% to $1.69 billion.

Net income increased 15.9% in the first nine months of fiscal 2017 as compared to the first nine months of fiscal 2016, primarily due to an increase in
operating income of $57.7 million, partially offset by an increase of $2.1 million in our provision for income taxes. Net income per diluted share increased
14.5% primarily due to higher net income. Excluding non-GAAP adjustments, net income and net income per diluted share increased 9.9% and 8.5%,
respectively.

Currency Fluctuation Effects

The change in net sales for the first nine months of fiscal 2017 compared to fiscal 2016 has been presented both including and excluding currency
fluctuation effects.
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Net Sales

The following table presents net sales by reportable segment for the first nine months of fiscal 2017 compared to the first nine months of fiscal 2016:

  Nine Months Ended

  
Total Net Sales  

Rate of
Change

 
Percentage of

Total Net Sales

  

April 1, 
2017  

March 26, 
2016   

April 1, 
2017  

March 26, 
2016

  (dollars in millions)          

        
    North America $ 1,763.6  $ 1,790.9  (1.5)%  52.6%  53.7%
    International 1,273.3  1,254.5  1.5  38.0  37.6
    Other(1) 31.9  31.1  2.6  0.9  0.9
Coach brand $ 3,068.8  $ 3,076.5  (0.3)  91.5%  92.2%
Stuart Weitzman 285.7  260.7  9.6  8.5  7.8

Total net sales $ 3,354.5  $ 3,337.2  0.5  100.0%  100.0%

(1) Net sales in the Other category, which is not a reportable segment, consists of sales generated by the Coach brand other ancillary channels, licensing and
disposition.

Net sales for the Coach brand decreased 0.3% or $7.7 million to $3.07 billion. Excluding the favorable impact of foreign currency, net sales decreased
0.8%.

North America Net Sales decreased 1.5% or $27.3 million to $1.76 billion in the first nine months of fiscal 2017, which was not materially impacted by
changes in foreign currency. This decrease was primarily driven by lower sales to wholesale customers of $50.6 million due to the Company's deliberate and
strategic decision to elevate the Coach brand’s positioning in the channel by limiting participation in promotional events and closing approximately 25% of its
wholesale doors by the end of fiscal 2017. Non-comparable store sales decreased by $19.9 million primarily due to the negative impact of the calendar shift
that resulted from the 53rd week of fiscal 2016 and the net impact of store openings and closures. These decreases were partially offset by higher comparable
store sales, which increased by $42.1 million or 2.7% primarily due to higher conversion and increased transaction size in stores. Our bricks and mortar
comparable stores sales increased 3.5%. Comparable store sales for the Internet business were impacted by an increase in Internet orders fulfilled by bricks
and mortar locations in the second quarter of fiscal 2017. Since the end of the third quarter of fiscal 2016, Coach closed a net 22 retail stores in North
America.

International Net Sales increased 1.5% or $18.8 million to $1.27 billion in the first nine months of fiscal 2017. Excluding the favorable impact of foreign
currency, net sales increased 0.2% or $2.1 million. This constant currency change is primarily due to a net increase in Greater China of $19.2 million due to
the impact of net new stores and positive comparable store sales in mainland China, partially offset by declines in Hong Kong and Macau due to a continued
slowdown in tourist traffic, and an increase in net sales in Europe of $11.4 million due to an expanded store distribution network as well as positive
comparable store sales. These increases were partially offset by a decrease in Japan of $12.7 million primarily due to decreased traffic, a decrease in the
International and European Wholesale channels of $7.8 million due to timing of shipments and a decrease in Asia of $8.5 million primarily due to decreased
comparable store sales in South Korea. Since the end of the third quarter of fiscal 2016, we opened 12 net new stores, with four net new stores in mainland
China, Hong Kong, Macau and Japan, and 8 net new stores in the other regions.

Stuart Weitzman Net Sales increased 9.6% or $25.0 million to $285.7 million in the first nine months of fiscal 2017, which was not materially impacted
by changes in foreign currency. Stuart Weitzman had a $33.2 million increase in net retail sales due to the acquisition of the Stuart Weitzman Canadian
distributor in the fourth quarter of fiscal 2016, net store openings and positive comparable store sales. Wholesale net sales decreased by $6.7 million. Prior
year wholesale net sales included shipments into the Canadian distributor. Since the end of the third quarter of fiscal 2016, Stuart Weitzman opened a net 7
new stores and acquired 14 stores associated with the acquisition of the Canadian distributor.

Gross Profit

Gross profit increased 2.6% or $58.0 million to $2.33 billion in the first nine months of fiscal 2017 from $2.27 billion in the first nine months of fiscal
2016. Gross margin for the first nine months of fiscal 2017 was 69.4% as compared to 68.0% in the first nine months of fiscal 2016.
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Gross profit for the Coach brand increased 1.8% or $37.6 million to $2.15 billion in the first nine months of fiscal 2017. Furthermore, gross margin for
the Coach brand increased 140 basis points to 70.1% in the first nine months of fiscal 2017 from 68.7% in the first nine months of fiscal 2016 with no
material impact from changes in foreign currency.

North America Gross Profit decreased 0.6% or $6.3 million to $1.10 billion in the first nine months of fiscal 2017. Gross margin increased 60 basis
points to 62.3% in the first nine months of fiscal 2017 from 61.7% in the first nine months of fiscal 2016. The increase in gross margin is due to a 30 basis
point increase due to costing and product mix which was partially offset by promotional activity. The strategic decision to close select doors in the wholesale
channel resulted in a 30 basis point favorable impact to gross margin due to a more favorable channel mix.

International Gross Profit increased 2.7% or $26.0 million to $973.6 million in the first nine months of fiscal 2017. Gross margin increased 100 basis
points to 76.5% in the first nine months of fiscal 2017 from 75.5% in the first nine months of fiscal 2016. The year over year change in gross margin as a
result of foreign currency rates was unfavorable by 10 basis points, primarily due to the Chinese Renminbi and Japanese Yen. Excluding the impact of foreign
currency in each period, International gross margin increased 110 basis points. The increase in gross margin is primarily attributable to the favorable effects of
decreased duty costs which positively impacted gross margin by 90 basis points, as well as a 20 basis point increase due to costing and product mix which
was partially offset by promotional activity.

Corporate Unallocated Gross Profit increased $12.6 million to $48.2 million in the first nine months of fiscal 2017, primarily due to the impact of more
favorable production variances when compared to the same period in the prior year.

Stuart Weitzman Gross Profit increased 13.0% or $20.4 million to $176.7 million during the first nine months of fiscal 2017. Gross margin increased 180
basis points to 61.8% in the first nine months of fiscal 2017 from 60.0% in the first nine months of fiscal 2016. Excluding the short-term impact of purchase
accounting, Stuart Weitzman gross profit totaled $177.3 million and $157.2 million in the first nine months of fiscal 2017 and fiscal 2016, respectively,
resulting in a gross margin of 62.0% and 60.3%, respectively. The increase in gross margin is primarily attributable to a shift in channel mix which favorably
impacted gross margin by 180 basis points.

Selling, General and Administrative Expenses

SG&A expenses were $1.73 billion in the first nine months of fiscal 2017 and fiscal 2016. As a percentage of net sales, SG&A expenses decreased to
51.6% during the first nine months of fiscal 2017 as compared to 51.9% during the first nine months of fiscal 2016. Excluding non-GAAP adjustments of
$38.1 million and $64.2 million in the first nine months of fiscal 2017 and fiscal 2016, respectively, as discussed in the "GAAP to Non-GAAP
Reconciliation" herein, SG&A expenses increased $26.4 million from the first nine months of fiscal 2016; and SG&A expenses as a percentage of net sales
increased, to 50.5% in the first nine months of fiscal 2017 from 50.0% in the first nine months of fiscal 2016, primarily due to the increased occupancy costs
related to the Coach brand and increased SG&A and occupancy costs within the Stuart Weitzman segment to support the growth of the business.

Selling expenses were $1.19 billion, or 35.5% of net sales, in the first nine months of fiscal 2017 compared to $1.15 billion, or 34.6% of net sales, in the
first nine months of fiscal 2016. The $40.0 million increase is primarily due to increases in Stuart Weitzman and Europe to support growth in the business,
unfavorable foreign currency effects in Japan and higher store-related costs in North America associated with the new flagship store, partially offset by
decreases in Greater China primarily due to favorable foreign currency effects.

Advertising, marketing, and design costs were $201.7 million, or 6.0% of net sales, in the first nine months of fiscal 2017, compared to $207.4 million, or
6.2% of net sales, during the first nine months of fiscal 2016. The slight decrease was primarily due to lower Coach brand advertising-related events,
including lower costs associated with New York fashion week, partially offset by higher costs for Stuart Weitzman marketing.

Distribution and customer service expenses were $45.0 million, or 1.3% of net sales, in the first nine months of fiscal 2017, relatively in-line with first
nine months fiscal 2016 expenses of $50.9 million, or 1.5% of net sales.

Administrative expenses were $293.5 million, or 8.7% of net sales, in the first nine months of fiscal 2017 compared to $318.7 million, or 9.5% of net
sales, in the first nine months of fiscal 2016. Excluding non-GAAP adjustments of $38.1 million in the first nine months of fiscal 2017 and $64.2 million in
the first nine months of fiscal 2016, administrative expenses were $255.4 million, or 7.6% of net sales, which is relatively in-line with the first nine months
fiscal 2016 expenses of $254.5 million.

Operating Income

Operating income increased 10.8% or $57.7 million to $594.4 million in the first nine months of fiscal 2017 as compared to $536.7 million in the first
nine months of fiscal 2016. Operating margin was 17.7% in the first nine months of fiscal 2017 as compared to 16.1% in the first nine months of fiscal 2016.
Excluding non-GAAP adjustments of $38.7 million in the first nine months of fiscal 2017 and $65.1 million in the first nine months of fiscal 2016, as
discussed in the "GAAP to Non-GAAP Reconciliation" herein, operating income increased 5.2% or $31.3 million to $633.1 million from $601.8 million in
the first nine
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months of fiscal 2016; and operating margin was 18.9% in the first nine months of fiscal 2017 as compared to 18.0% in the first nine months of fiscal 2016.

The following table presents operating income by reportable segment for the first nine months of fiscal 2017 compared to the first nine months of fiscal
2016:

  Nine Months Ended
  Operating Income  Variance

  
April 1, 

2017  
March 26, 

2016  Amount   %
  (millions)   
     
    North America  $ 537.9  $ 555.4  $ (17.5)  (3.1)%
    International  401.7  389.5  12.2  3.3
    Other(1)  24.5  16.5  8.0  48.5
    Corporate unallocated  (391.9)  (455.4)  63.5  (13.9)
Coach brand  $ 572.2  $ 506.0  $ 66.2  13.1 %
Stuart Weitzman  22.2  30.7  (8.5)  (27.8)

Total operating income  $ 594.4  $ 536.7  $ 57.7  10.8 %

(1) Operating income in the Other category, which is not a reportable segment, consists of sales generated by the Coach brand other ancillary channels,
licensing and disposition.

Operating income for the Coach brand increased 13.1% or $66.2 million to $572.2 million in the first nine months of fiscal 2017. Furthermore, operating
margin for the Coach brand increased 220 basis points to 18.6% in the first nine months of fiscal 2017 from 16.4% in the first nine months of fiscal 2016, as
described below. Excluding non-GAAP adjustments, Coach brand operating income totaled $597.6 million in the first nine months of fiscal 2017, resulting in
an operating margin of 19.5%. This compared to Coach brand operating income of $557.1 million in the first nine months of fiscal 2016, or an operating
margin of 18.1%.

North America Operating Income decreased 3.1% or $17.5 million to $537.9 million in the first nine months of fiscal 2017 reflecting higher SG&A
expenses of $11.2 million and the decrease in gross profit of $6.3 million. The increase in SG&A expenses was primarily due to higher store related costs for
the new Fifth Avenue flagship store and higher depreciation costs as a result of stores that have been renovated since the third quarter of fiscal 2016. This
increase was partially offset by favorable employee related costs. Operating margin decreased 50 basis points to 30.5% in the first nine months of fiscal 2017
from 31.0% during the same period in the prior year due to higher SG&A expenses as a percentage of net sales of 110 basis points, partially offset by higher
gross margin of 60 basis points.

International Operating Income increased 3.3% or $12.2 million to $401.7 million in the first nine months of fiscal 2017 primarily reflecting higher gross
profit of $26.0 million, partially offset by higher SG&A expenses of $13.8 million. The increase in SG&A expenses is primarily related to unfavorable
foreign currency effects in Japan, as well as increases in Europe to support growth in business, partially offset by decreases in Greater China primarily due to
favorable foreign currency effects. Operating margin increased 40 basis points to 31.5% in fiscal 2017 from 31.1% during the same period in the prior year
primarily due to higher gross margin of 100 basis points, partially offset by higher SG&A expenses, particularly selling expenses, as a percentage of net sales,
which increased by 60 basis points.

Corporate Unallocated Operating Loss decreased 13.9% or $63.5 million to $391.9 million in the first nine months of fiscal 2017 from $455.4 million in
the first nine months of fiscal 2016. Excluding non-GAAP adjustments, unallocated operating loss decreased by $37.8 million to $366.5 million in the first
nine months of fiscal 2017. This decrease is primarily related to lower employee-related costs and timing of expenses, partially offset by higher occupancy
costs.

Stuart Weitzman Operating Income decreased 27.8% or $8.5 million to $22.2 million in the first nine months of fiscal 2017, resulting in an operating
margin of 7.8%, compared to $30.7 million and 11.8%, respectively in fiscal 2016. Excluding non-GAAP adjustments, Stuart Weitzman operating income
totaled $35.5 million in the first nine months of fiscal 2017, resulting in an operating margin of 12.4%, compared to $44.7 million and 17.1%, respectively, in
fiscal 2016. The decrease in operating margin is primarily due to higher SG&A expenses, particularly selling expenses, as a percentage of net sales, which
increased to 49.6% in the first nine months of fiscal 2017 from 43.2% in the first nine months of fiscal 2016, due to increased investments in the growth of the
business, particularly store-related and occupancy costs for two new flagship stores.
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Provision for Income Taxes

The effective tax rate was 24.2% in the first nine months of fiscal 2017, as compared to 26.7% in the first nine months of fiscal 2016. Excluding non-
GAAP adjustments, the effective tax rate was 24.4% in the first nine months of 2017, compared to 26.9% in the first nine months of fiscal 2016. The decrease
in our effective tax rate was primarily attributable to the geographic mix of earnings, the favorable impact related to foreign equity compensation and the
ongoing benefit of available foreign tax credits, partially offset by lower benefits from the expiration of certain statutes.

Net Income

Net income increased 15.9% or $60.3 million to $439.3 million in the first nine months of fiscal 2017 as compared to $379.0 million in the first nine
months of fiscal 2016. Excluding non-GAAP adjustments, net income increased 9.9% or $41.9 million to $467.5 million in the first nine months of fiscal
2017. This increase was primarily due to higher operating income, a lower provision for income taxes, and decreased interest expense.

Earnings per Share

Net income per diluted share increased 14.5% to $1.56 in the first nine months of fiscal 2017 as compared to $1.36 in the first nine months of fiscal 2016.
Excluding non-GAAP adjustments, net income per diluted share increased 8.5% to $1.66 in the first nine months of fiscal 2017 from $1.53 in the first nine
months of fiscal 2016, primarily due to higher net income.
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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 2017 and fiscal 2016 reflect certain items,
including the impact of the Transformation Plan, the Operational Efficiency Plan and Acquisition-Related Charges. 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.

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 primary internal financial
reporting excluded these items. In addition, the compensation committee of the Company’s Board will use 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 increases
and decreases in operating results for the Company, the Coach brand and the Company's North America and International segment have been presented both
including and excluding currency fluctuation effects from translating foreign-denominated amounts into U.S. dollars and 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."

36



LIQUIDITY AND CAPITAL RESOURCES

Cash Flows

  Nine Months Ended

  
April 1, 

2017  
March 26, 

2016  Change
  (millions)

   
Net cash provided by operating activities  $ 530.0  $ 509.2  $ 20.8
Net cash provided by (used in) investing activities  562.5  (674.9)  1,237.4
Net cash used in financing activities  (550.2)  (304.6)  (245.6)
Effect of exchange rate changes on cash and cash equivalents  (6.8)  0.1  (6.9)

Net increase (decrease) in cash and cash equivalents  $ 535.5  $ (470.2)  $ 1,005.7

The Company’s cash and cash equivalents increased by $535.5 million in the first nine months of fiscal 2017 as compared to a decrease of $470.2 million
in the first nine months of fiscal 2016, as discussed below.

Net cash provided by operating activities

Net cash provided by operating activities increased $20.8 million due to higher net income of $60.3 million and higher non-cash charges of $35.5
million, partially offset by changes in operating assets and liabilities of $75.0 million.

The $75.0 million decline in changes in operating asset and liability balances was primarily driven by changes in accrued liabilities, inventories and other
assets, partially offset by changes in accounts receivable. Accrued liabilities were a use of cash of $101.7 million in the first nine months of fiscal 2017 as
compared to a use of cash of $38.3 million in the first nine months of fiscal 2016, primarily driven by changes in derivative positions due to foreign currency
fluctuations, the timing of bond interest payments in conjunction with the term loan repayment and timing of payroll related payments. Inventories were a use
of cash of $31.1 million in the first nine months of fiscal 2017 as compared to a source of cash of $21.1 million in the first nine months of fiscal 2016,
primarily driven by increased inventory purchases. Other assets were a use of cash of $24.9 million in the first nine months of fiscal 2017 compared to a
source of cash of $12.4 million in the first nine months of fiscal 2016, primarily related to higher estimated tax payments in fiscal 2017, partially offset by
higher prepayments and tenant allowances in the prior year. Accounts receivable was a source of cash of $35.9 million in the first nine months of fiscal 2017
as compared to a use of cash of $47.2 million in the first nine months of fiscal 2016, primarily driven by a smaller build in receivables compared to prior year
within North America wholesale due to the strategic actions.

Net cash provided by (used in) investing activities

Net cash provided by investing activities was $562.5 million in the first nine months of fiscal 2017 and a use of cash during the first nine months of fiscal
2016 of $674.9 million. The $1.24 billion increase in net cash provided by investing activities is primarily due to proceeds from the sale of the Company's
investments in Hudson Yards of $680.6 million in the first nine months of fiscal 2017, the impact of net purchases of investments of $47.5 million in the first
nine months of fiscal 2017, compared to net purchases of investments of $272.1 million in the first nine months of fiscal 2016 and net proceeds from the sale
of our prior headquarters of $126.0 million in the first nine months of fiscal 2017. This increase is also due to the absence of an equity method investment in
the first nine months of fiscal 2017 as compared to a $118.1 million investment in the first nine months of fiscal 2016, as well as decreased capital
expenditures in the first nine months of fiscal 2017.

Net cash used in financing activities

Net cash used in financing activities was $550.2 million and $304.6 million in the first nine months of fiscal 2017 and fiscal 2016, respectively. The
$245.6 million increase was primarily due to the repayment of long-term debt of $285.0 million during the first nine months of fiscal 2017, partially offset by
proceeds from share-based awards of $40.7 million in the first nine months of fiscal 2017 as compared to $8.8 million in the first nine months of fiscal 2016.
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Working Capital and Capital Expenditures

As of April 1, 2017, 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

 (millions)

Cash and cash equivalents(1) $ 1,394.5  $ —  $ 1,394.5
Short-term investments(1) 497.4  —  497.4
Non-current investments 104.4  —  104.4
Amended and Restated Credit Agreement(2) 700.0  —  700.0
4.250% Senior Notes(3) 600.0  600.0  —
International credit facilities 47.0  —  47.0

Total $ 3,343.3  $ 600.0  $ 2,743.3

(1) As of April 1, 2017, approximately 56% of our cash and short-term investments were held outside the U.S. in jurisdictions where we intend to
permanently reinvest our undistributed earnings to support our continued growth. We are not dependent on foreign cash to fund our domestic operations.
If we choose to repatriate any funds to the U.S., we would be subject to applicable U.S. and foreign taxes.

(2) In March 2015, the Company amended and restated its existing $700.0 million revolving credit facility (the "Revolving Facility") with certain lenders
and JP Morgan Chase Bank, N.A. as the administrative agent, to provide for a five-year senior unsecured $300.0 million term loan (the “Term Loan”) and
to extend the maturity date to March 18, 2020 (the "Amended and Restated Credit Agreement"). On August 3, 2016, the Company prepaid its
outstanding borrowings under the Term Loan facility. There were no debt borrowings under the Revolving Facility for the first nine months of fiscal 2017
and fiscal 2016. The Amended and Restated Credit Agreement contains various covenants and customary events of default, including the requirement to
maintain a maximum ratio of adjusted debt to consolidated EBITDAR, as defined in the agreement, of no greater than 4.0 as of the date of measurement.
As of April 1, 2017, no known events of default have occurred. Refer to Note 9, "Debt," for further information on our existing debt instruments.

We believe that our Amended and Restated Credit Agreement is adequately diversified with no undue concentrations in any one financial institution. As
of April 1, 2017, there were 11 financial institutions participating in the facility, with no one participant maintaining a maximum commitment percentage
in excess of 14%. 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.

(3) 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
“4.250% Senior Notes”). Furthermore, the indenture for the 4.250% Senior Notes contains 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 April 1, 2017, no known events of default have occurred. Refer to Note 9, "Debt," for further information on our existing debt
instruments.

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 for additional information regarding liquidity and capital resources. The
Company expects total fiscal 2017 capital expenditures to be approximately $300 million.
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Stuart Weitzman Acquisition

On May 4, 2015, the Company acquired all of the equity interests of Stuart Weitzman Intermediate LLC, a luxury footwear company and the parent of
Stuart Weitzman Holdings, LLC, from Topco for an aggregate payment of approximately $531.1 million in cash, subject to customary purchase price
adjustments, as well as a potential earnout of up to $44.0 million based on the achievement of certain revenue targets. The agreement contains a catch-up
provision that provides that if the revenue targets are missed in any one year but are surpassed in succeeding years then amounts for past years become due
upon surpassing targets in succeeding years. The revenue targets were not achieved in calendar year 2015 or 2016. The total amount payable under the
earnout will not exceed $44.0 million, and will be paid out in fiscal 2018 if targets are achieved. As previously disclosed, the revenue target for calendar 2017
is $425 million. Refer to Note 10, "Fair Value Measurements," for additional information about the contingent earnout agreement.

Kate Spade & Company Acquisition

On May 7, 2017, the Company entered into an Agreement and Plan of Merger with Kate Spade & Company and Chelsea Merger Sub Inc., a wholly
owned subsidiary of Coach. Refer to Note 15, "Subsequent Event," herein for further information.

The Company intends to fund the acquisition through a combination of cash and cash equivalents, short-term investments as well as accessing financing
options available to us in the credit and capital markets. Furthermore, on May 7, 2017, the Company entered into a bridge facility commitment letter pursuant
to which Merrill Lynch, Pierce, Fenner & Smith Incorporated and Bank of America, N.A. committed to provide up to $2.1 billion under a 364-day senior
unsecured bridge term loan credit facility to finance the merger in the event that Coach has not issued senior unsecured notes and obtained term loans prior to
the consummation of the merger.

Seasonality

Seasonality primarily impacts the Coach brand. Because Coach brand's products are frequently given as gifts, we experience seasonal variations in its net
sales, operating cash flows and working capital requirements, primarily related to seasonal holiday shopping. 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 April 1, 2017 are not necessarily indicative of that expected for the full fiscal 2017.  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 2016 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 2016 10-K. As of April 1, 2017, there have been no material changes to any of the critical accounting policies.

As disclosed in our fiscal 2016 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, the fair value of the Stuart Weitzman brand reporting unit exceeded its
carrying value by less than 20%, valued using the discounted cash flow method. Additionally, the percentage by which the fair value of the Stuart Weitzman
brand indefinite-lived trademarks and trade names exceeded its carrying value was less than 5%, valued using the relief from royalty method. 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 April 1, 2017, given the small excess of fair value over the carrying value as noted above, if the net sales and profitability trends or
market multiples further decline during the remainder of fiscal 2017 from those that were expected, it is possible that 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. Coach 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 Company is exposed to transaction risk
from foreign currency exchange rate fluctuations resulting from its operating subsidiaries’ U.S. dollar and Euro denominated inventory purchases. To mitigate
such risk, Coach Japan, Coach Canada and Stuart Weitzman enter into foreign currency derivative contracts, primarily forward foreign currency exchange
contracts. As of April 1, 2017 and July 2, 2016, derivative instruments designated as cash flow hedges with a notional amount of $141.6 million and $190.1
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. We do not believe that we are exposed
to any undue concentration of counterparty credit risk associated with our derivative contracts as of April 1, 2017.

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
British Pound Sterling, the Singapore Dollar, and the New Taiwan Dollar. To manage the exchange rate risk related to these loans, the Company primarily
enters into forward foreign currency exchange contracts. As of April 1, 2017 and July 2, 2016 the total notional values of outstanding derivative instruments
designated as fair value hedges related to these loans were $92.0 million and $75.5 million, respectively.

The fair value of outstanding foreign currency derivative instruments included in Other current assets at April 1, 2017 and July 2, 2016 was $3.7 million
and $0.6 million, respectively. The fair value of outstanding foreign currency derivative instruments included in current liabilities at April 1, 2017 and July 2,
2016 was $2.0 million and $11.1 million, respectively.

Interest Rate Risk

The Company is exposed to interest rate risk in relation to the Revolving Facility (if utilized), the 4.250% Senior Notes and investments.

Our exposure to changes in interest rates is primarily attributable to debt outstanding under our Revolving Facility. Borrowings under the Revolving
Facility bear interest at a rate per annum equal to, at Coach’s option, either (a) 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 an applicable margin or (b) 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%). Furthermore, we are also exposed to changes in interest rates related to the fair value of our $600.0 million
4.250% Senior Notes. At April 1, 2017 and July 2, 2016, the fair value of the 4.250% Senior Notes was approximately $607 million and $622 million,
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 Level 2 measurements within the fair value hierarchy.

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.
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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 April 1, 2017.

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.
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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 Coach Inc.’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 Coach’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, Coach 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 Coach’s intellectual properties.

Although the Company’s litigation as a defendant is routine and incidental to the conduct of Coach’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 Coach’s business or
consolidated financial statements.

ITEM 1A. Risk Factors

Part I, Item 1A, Risk Factors of our Annual Report on Form 10-K for the fiscal year ended July 2, 2016 includes a discussion of our risk factors. The
information presented below updates, and should be read in conjunction with, the risk factors and information disclosed in our Annual Report on Form 10-K
for the fiscal year ended July 2, 2016. Except as presented below, there have been no material changes in our risk factors since those reported in our Annual
Report on Form 10-K for the fiscal year ended July 2, 2016.

Acquisitions may not be successful in achieving intended benefits, cost savings and synergies and may disrupt current operations.

One component of our growth strategy is acquisitions, such as our acquisition of Stuart Weitzman Holdings, LLC during fiscal 2015 and our recently
announced agreement to acquire Kate Spade & Company, which is expected to occur in the third quarter of calendar 2017, subject to certain closing
conditions. Our management team has and will consider growth strategies and expected synergies when considering any acquisition, and while we continually
review potential acquisition opportunities, there can be no assurance that we will be able to identify suitable candidates or consummate these transactions on
acceptable terms.

The integration process of any newly acquired company may be complex, costly and time-consuming. The potential difficulties of integrating the
operations of an acquired business, such as Stuart Weitzman and/or Kate Spade, and realizing our expectations for an acquisition, including the benefits that
may be realized, include, among other things:

• failure of the business to perform as planned following the acquisition or achieve anticipated revenue or profitability targets;
• delays, unexpected costs or difficulties in completing the integration of acquired companies or assets;
• higher than expected costs, lower than expected cost savings or synergies and/or a need to allocate resources to manage unexpected operating

difficulties;
• difficulties assimilating the operations and personnel of acquired companies into our operations;
• diversion of the attention and resources of management or other disruptions to current operations;
• the impact on our or an acquired business’ internal controls and compliance with the requirements under the Sarbanes-Oxley Act of 2002;
• unanticipated issues in integrating manufacturing, logistics, information, communications and other systems;
• unanticipated changes in applicable laws and regulations;
• unanticipated changes in the combined business due to potential divestitures or other requirements imposed by antitrust regulators;
• retaining key customers, suppliers and employees;
• retaining and obtaining required regulatory approvals, licenses and permits;
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• operating risks inherent in the acquired business and our business;
• consumers’ failure to accept product offerings by us or our licensees;
• assumption of liabilities not identified in due diligence; and
• other unanticipated issues, expenses and liabilities.

Our failure to successfully complete the integration of any acquired business, including Stuart Weitzman and/or Kate Spade, and any adverse
consequences associated with future acquisition activities, could have an adverse effect on our business, financial condition and operating results.

Completed acquisitions may result in additional goodwill and/or an increase in other intangible assets on our balance sheet. We are required
annually, or as facts and circumstances exist, to test goodwill and other intangible assets to determine if impairment has occurred. If the testing performed
indicates that impairment has occurred, we are required to record a non-cash impairment charge for the difference between the carrying value of the goodwill
or other intangible assets and the implied fair value of the goodwill or the fair value of other intangible assets in the period the determination is made. We
determined there was no impairment in fiscal 2016, fiscal 2015 and fiscal 2014; however, we cannot accurately predict the amount and timing of any
impairment of assets. Should the value of goodwill or other intangible assets become impaired, there could be a material adverse effect on our financial
condition and results of operations.

ITEM 2. Unregistered Sales of Equity Securities and Use of Proceeds

The Company did not repurchase any shares during the third quarter of fiscal 2017. As of April 1, 2017, the Company had zero availability remaining in
the stock repurchase program.

ITEM 4. Mine Safety Disclosures

Not applicable. 

ITEM 6. Exhibits

2.1* Agreement and Plan of Merger, dated as of May 7, 2017, by and among Coach, Inc., Kate Spade & Company and Chelsea Merger Sub,
Inc.

10.1* Employment Offer Letter, dated March 27, 2017, between Coach and Joshua Schulman
10.2* Commitment Letter, dated May 7, 2017, among Coach, Inc., Merrill Lynch, Pierce, Fenner & Smith Incorporated and Bank of America,

N.A.
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.

 COACH, INC.
 (Registrant)
   

 By:

/s/ Melinda Brown

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

Dated: May 10, 2017
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AGREEMENT AND PLAN OF MERGER

AGREEMENT AND PLAN OF MERGER, dated as of May 7, 2017 (as amended, modified or restated, the
“Agreement”), by and among Coach, Inc., a Maryland corporation (“Parent”), Chelsea Merger Sub Inc., a Delaware corporation
and a wholly-owned subsidiary of Parent (“Purchaser”), and Kate Spade & Company, a Delaware corporation (the “Company”).

RECITALS

WHEREAS, the board of directors of the Company (the “Company Board”), at a meeting thereof duly called and
held, has unanimously (a) determined that this Agreement and the Offer (as defined below), the Merger (as defined below) and the
other transactions contemplated by this Agreement (collectively, the “Transactions”) are advisable, fair to and in the best interest of
the Company and its stockholders, (b) in accordance with the General Corporation Law of the State of Delaware (the “DGCL”),
approved the terms and conditions of this Agreement and the Transactions and declared it advisable that the Company enter into
this Agreement and consummate the Transactions, and authorized the execution, delivery and performance of this Agreement,
(c) resolved that this Agreement and the Merger shall be governed by and effected under Section 251(h) of the DGCL and
(d) resolved to recommend that the Company’s stockholders accept the Offer and tender their Shares into the Offer, on the terms
and subject to the conditions of this Agreement (the “Company Board Recommendation”);

WHEREAS, the board of directors of Purchaser, at a meeting thereof duly called and held, has approved and
declared advisable, and the board of directors of Parent, the sole stockholder of Purchaser, at a meeting thereof duly called and
held, has adopted this Agreement and the Transactions on the terms and subject to the conditions set forth in this Agreement;

WHEREAS, on the terms and subject to the conditions set forth herein, Parent has agreed to cause Purchaser to
commence a tender offer (as it may be extended, amended or supplemented from time to time as permitted by, and in accordance
with the terms of, this Agreement, the “Offer”) to purchase any and all of the issued and outstanding shares of Common Stock
(each, a “Share”), at a price per share equal to $18.50 (less any required Tax withholdings as provided in Section 3.2(f)), without
any interest thereon (such amount as may be increased pursuant to Section 1.1(b), the “Offer Price”);

WHEREAS, following the Acceptance Time, the parties intend that Purchaser will be merged with and into the
Company on the terms and subject to the conditions set forth in this Agreement (with the Merger being governed by Section 251(h)
of the DGCL);

WHEREAS, the Company has entered into a letter agreement with each of the Key Employees, in a form previously
agreed, which will become effective immediately upon the Acceptance Time (as defined below); and
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WHEREAS, the Company, Parent and Purchaser desire to make certain representations, warranties, covenants and
agreements in connection with this Agreement.

Accordingly, in consideration of the mutual representations, warranties, covenants and agreements set forth herein
and for other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties to this
Agreement, intending to be legally bound, agree as follows:

ARTICLE I

THE OFFER

Section 1.1     The Offer.

(a) Unless this Agreement shall have been terminated in accordance with Article VIII, and subject to
the Company having complied with its obligations set forth in Section 1.2(b), as promptly as reasonably practicable after the date
of this Agreement but in no event later than fifteen (15) Business Days after the date of this Agreement, Purchaser shall, commence
(within the meaning of Rule 14d-2 under the Securities Exchange Act of 1934 (the “Exchange Act”)), the Offer to purchase all of
the outstanding Shares at a price per Share equal to the Offer Price. The date on which Purchaser commences the Offer (within the
meaning of Rule 14d-2 under the Exchange Act) is referred to as the “Offer Commencement Date.”

(b) The obligations of Purchaser to, and of Parent to cause Purchaser to, accept for payment, purchase
and pay for, any Shares validly tendered and not withdrawn pursuant to the Offer are subject only to the satisfaction or waiver (to
the extent permitted under applicable Law and this Agreement) pursuant to the terms hereof of the conditions set forth in Annex I
(the “Offer Conditions”), and no other conditions. The Offer shall be made by means of an offer to purchase (the “Offer to
Purchase”) that contains the terms and conditions set forth in this Agreement, including the Offer Conditions. Purchaser expressly
reserves the right (but shall not be obligated) at any time and from time to time, in its sole discretion to (i) increase the amount of
cash constituting the Offer Price, (ii) waive (to the extent permitted by applicable Laws) any Offer Condition (other than the
Minimum Tender Condition) and (iii) make any other changes in the terms and conditions of the Offer not inconsistent with the
terms of this Agreement; provided, however, notwithstanding anything to the contrary contained in this Agreement, without the
prior written consent of the Company, Parent and Purchaser shall not (A) reduce the number of Shares subject to the Offer,
(B) reduce the amount of the Offer Price, (C) amend, modify or waive the Minimum Tender Condition, (D) impose additional
conditions to the Offer in addition to the Offer Conditions, or amend or modify any Offer Condition in any manner adverse to the
holders of Shares or that would, individually or in the aggregate, reasonably be expected to prevent or materially delay the
consummation of the Offer or the Merger or materially impair the ability of Parent or Purchaser to consummate the Offer,
(E) except as otherwise required or expressly permitted by this Section 1.1, extend or otherwise modify the Expiration Time,
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(F) change the form of consideration payable in the Offer, (G) provide any “subsequent offering period” in accordance with Rule
14d-11 of the Exchange Act or (H) otherwise amend or modify any of the other terms of the Offer in a manner that adversely
affects the holders of Shares. The Offer may not be withdrawn or otherwise terminated prior to the Expiration Date (or any
rescheduled Expiration Date) of the Offer, unless this Agreement is terminated in accordance with Article VIII.

(c) Subject to the terms and conditions thereof, the Offer shall initially be scheduled to expire at 11:59
p.m., New York Time, on the date that is twenty (20) Business Days (calculated in accordance with Rule 14d-1(g)(3) under the
Exchange Act) following the Offer Commencement Date (unless otherwise agreed to in writing by Parent and the Company) (the
“Initial Expiration Date,” and such date or such subsequent date to which the Initial Expiration Date of the Offer is extended in
accordance with the terms of this Agreement, the “Expiration Date”).

(d) Notwithstanding anything to the contrary contained in this Agreement, but subject to the Parties’
respective termination rights under Article VIII:

(i) if, on the Initial Expiration Date or any then-effective Expiration Date, any of the Offer
Conditions shall not have been satisfied or waived (to the extent permitted by applicable Laws) in accordance with this
Agreement, Purchaser shall extend the Offer for one or more successive periods of not more than ten (10) Business Days per
extension (the length of such period to be determined by Purchaser, with such period to end at 5:00 p.m., New York Time, on the
final Business Day of such period), or for such longer period as the parties may agree, in order to permit the satisfaction of the
Offer Conditions (it being understood, for the avoidance of doubt, that the Offer shall not be extended pursuant to this clause (i) if
all Offer Conditions have been satisfied or waived (to the extent permitted by applicable Laws) in accordance with this
Agreement); provided that if all Offer Conditions have been satisfied other than the Minimum Tender Condition, Purchaser shall
not be required to extend the Offer pursuant to this provision by more than twenty (20) additional Business Days in the aggregate;
or

(ii) Purchaser shall extend the Offer from time to time for the minimum period required by any
applicable Law, rule, regulation, interpretation or position of the SEC or its staff or rules of the Applicable Exchange applicable
to the Offer;

provided, however, that in no event shall Purchaser: (1) be required to extend the Offer beyond the earlier to occur of (x) the valid
termination of this Agreement in compliance with Article VIII and (y) the time that Parent is entitled to terminate this Agreement
pursuant to Section 8.2(a) (such earlier occurrence, the “Extension Deadline”) or (2) be permitted to extend the Offer beyond the
Extension Deadline without the prior written consent of the Company. Purchaser shall not terminate the Offer, or permit the Offer
to expire, prior to the Extension Deadline without the prior written consent of the Company.
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(e) Nothing in this Section 1.1 shall be deemed to impair, limit or otherwise restrict in any manner the
right of the Company, Parent or Purchaser to terminate this Agreement pursuant to Article VIII. In the event that this Agreement is
validly terminated pursuant to Article VIII, Purchaser shall promptly, irrevocably and unconditionally terminate the Offer and shall
not acquire any Shares pursuant to the Offer. If the Offer is terminated or withdrawn by Purchaser in accordance with the terms of
this Agreement prior to the acceptance for payment of the Shares tendered in the Offer, Purchaser shall promptly return, and shall
cause any depository acting on behalf of Purchaser to promptly return, in accordance with applicable Law, all tendered Shares to
the registered holders thereof.

(f) As promptly as practicable on the Offer Commencement Date, Parent and Purchaser shall (i) file
with the Securities and Exchange Commission (the “SEC”) a tender offer statement on Schedule TO with respect to the Offer
(together with all amendments and supplements thereto and including exhibits thereto, the “Schedule TO”) that will contain or
incorporate by reference the Offer to Purchase, the form of the related letter of transmittal and summary advertisement, if any, and
other customary ancillary documents with respect to the Offer and (ii) cause the Offer to Purchase and related documents to be
disseminated to holders of Shares as and to the extent required by applicable Law. Parent and Purchaser agree that they shall use
reasonable best efforts to cause the Schedule TO and all exhibits, amendments or supplements thereto (which together constitute
the “Offer Documents”) filed by either Parent or Purchaser with the SEC (x) to comply in all material respects with the Exchange
Act and other applicable Law and (y) to not contain any untrue statement of a material fact or omit to state any material fact
required to be stated therein or necessary in order to make the statements therein, in light of the circumstances under which they
were made, not misleading; provided, however, that no covenant is made by Parent or Purchaser with respect to information
supplied by or on behalf of the Company for inclusion or incorporation by reference in the Offer Documents. Each of Parent,
Purchaser and the Company agrees to use reasonable best efforts to (A) respond promptly to any comments of the SEC or its staff
with respect to the Offer Documents, (B) promptly correct any information provided by it for use in the Offer Documents if and to
the extent it becomes aware that such information shall have become false or misleading in any material respect, and (C) take all
steps necessary to promptly cause the Offer Documents as so corrected to be filed with the SEC and to be disseminated to holders
of Shares, in each case, as and to the extent required by applicable Law. Subject to Section 6.4, the Company hereby consents to the
inclusion of the Company Board Recommendation in the Offer Documents. The Company shall promptly furnish or otherwise
make available to Parent and Purchaser or Parent’s legal counsel all information concerning the Company, its Subsidiaries and
stockholders that may be required or reasonably requested in connection with any action contemplated by this Section 1.1(f). The
Company and its counsel shall be given reasonable opportunity to (A) review and comment on the Offer Documents (including any
response to any comments (including oral comments) of the SEC or its staff with respect thereto) prior to each filing thereof with
the SEC, and (B) participate in the response of Parent and Purchaser to those comments and to provide comments on that response
(which response shall include all comments reasonably proposed by the Company and its counsel),
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including by participating with Parent, Purchaser or their counsel in any discussions or meetings with the SEC or other
Governmental Authorities to the extent such participation is not prohibited by the SEC, applicable Law or other Governmental
Authorities. Parent and Purchaser agree to provide the Company and its counsel with any comments (including oral comments)
Parent, Purchaser or their counsel may receive from the SEC or its staff or any other Governmental Authorities with respect to the
Offer Documents promptly after receipt of those comments (including oral comments). Each of Parent and Purchaser shall use
reasonable best efforts to respond promptly to any comments (including oral comments) of the SEC or its staff with respect to the
Offer Documents or the Offer.

(g) On the terms and subject to the conditions of this Agreement and the Offer, including satisfaction
or, to the extent waivable (to the extent permitted by applicable Laws) under the terms of this Agreement, by Purchaser or Parent,
waiver of each of the Offer Conditions, (i) prior to 9:00 a.m., New York City time, on the Business Day (determined using Rule
14d-1(g)(3) under the Exchange Act) immediately following the Expiration Time, Purchaser shall, irrevocably accept for purchase
and payment (the time of acceptance for payment, the “Acceptance Time”) all Shares validly tendered and not properly withdrawn
pursuant to the Offer and (ii) at or as promptly as practicable following the Acceptance Time (but in any event within three (3)
Business Days (calculated as set forth in Rule 14d-1(g)(3) under the Exchange Act) thereafter) Purchaser shall cause the Paying
Agent to pay for all Shares validly tendered and not properly withdrawn pursuant to the Offer. Parent shall provide or cause to be
provided to the Paying Agent, at the Acceptance Time, the funds that, when taken together with available cash of the Company and
its Subsidiaries, are necessary to purchase any Shares that Purchaser becomes obligated to purchase pursuant to the Offer, and shall
cause Purchaser to fulfill all of Purchaser’s obligations under this Agreement. The Offer Price shall be paid net of any applicable
withholding Taxes payable in respect thereof.

(h) If at any time during the period between the date of this Agreement and the Acceptance Time, any
change in the number of outstanding Shares shall occur by reason of any reclassification, recapitalization, reorganization, stock
split (including a reverse stock split), combination, exchange, readjustment of shares or other similar transaction, or any stock
dividend or stock distribution (including any dividend or distribution of securities convertible into or exchangeable for Shares) is
declared with a record date during such period, then the Offer Price shall be proportionally and equitably adjusted, without
duplication, to reflect such change.

Section 1.2     Company Actions.

(a) On the Offer Commencement Date, the Company shall (1) file with the SEC, a Tender Offer
Solicitation/Recommendation Statement on Schedule 14D-9 (together with any exhibits, amendments or supplements thereto, the
“Schedule 14D-9”) that, except as permitted by Section 6.4, shall contain the Company Board Recommendation and include the
fairness opinion of the Company’s financial advisor referenced in Section 4.24 and a notice of the procedures for holders of
Dissenting Shares to demand appraisal in accordance with Section 262 of the DGCL and
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(2) cause the Schedule 14D-9 and related documents to be disseminated to the holders of Shares as and to the extent required by
applicable Law, and shall set the Stockholder List Date as the record date for purposes of receiving the notice required by Section
262(d)(2) of the DGCL. The Company agrees to use reasonable best efforts to cause the Schedule 14D-9 (i) to comply in all
material respects with the Exchange Act and other applicable Law and (ii) to not contain any untrue statement of a material fact or
omit to state any material fact required to be stated therein or necessary in order to make the statements therein, in light of the
circumstances under which they were made, not misleading; provided, however, that no covenant is made by the Company with
respect to information supplied by or on behalf of Parent or Purchaser for inclusion or incorporation by reference in the Schedule
14D-9. Each of Parent, Purchaser and the Company agrees to use reasonable best efforts to (A) respond promptly to any comments
of the SEC or its staff with respect to the Schedule 14D-9, (B) promptly correct any information provided by it for use in the
Schedule 14D-9 if and to the extent it becomes aware that such information shall have become false or misleading in any material
respect, and (C) take all steps necessary to promptly cause the Schedule 14D-9 as so corrected to be filed with the SEC and to be
disseminated to holders of Shares, in each case, as and to the extent required by applicable Law. Parent and Purchaser shall
promptly furnish or otherwise make available to the Company or the Company’s legal counsel all information concerning Parent or
Purchaser that may be required or reasonably requested in connection with any action contemplated by this Section 1.2(a). Parent
and its counsel shall be given reasonable opportunity to (A) review and comment on the Schedule 14D-9 (including any response to
any comments (including oral comments) of the SEC or its staff with respect thereto) prior to the filing thereof with the SEC and
(B) participate in the response of the Company to those comments and to provide comments on that response (which response shall
include all comments reasonably proposed by Parent and Purchaser and their counsel), including by participating with the
Company or its counsel in any discussions or meetings with the SEC or other Governmental Authorities to the extent such
participation is not prohibited by the SEC or other Governmental Authorities. The Company agrees to provide Parent and its
counsel with any comments (including oral comments) the Company or its counsel may receive from the SEC or its staff or any
other Governmental Authorities with respect to the Schedule 14D-9 promptly after receipt of those comments (including oral
comments). The Company shall use reasonable best efforts to respond promptly to any comments (including oral comments) of the
SEC or its staff with respect to the Schedule 14D-9.

(b)    The Company shall promptly after the date hereof (in any event at least five (5) Business Days prior to
the anticipated Offer Commencement Date) furnish Parent with a list of its stockholders, mailing labels and any available listing or
computer file containing the names and addresses of all record holders of Shares and lists of securities positions of Shares held in
stock depositories, in each case accurate and complete as of the most recent practicable date, and shall provide to Parent such
additional information (including updated lists of stockholders, mailing labels and lists of securities positions) as Parent may
reasonably request in connection with the Offer and the Merger (the date of the list used to determine the Persons to whom the
Offer Documents and the Schedule 14D-9 are first disseminated, the “Stockholder List Date”). The Company shall provide such
other reasonable assistance for purposes of
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disseminating the Offer Documents as Parent may reasonably request. Except for such steps as are necessary to disseminate the
Offer Documents and any other documents necessary to consummate the Transactions and as required by applicable Law or any
Governmental Authority, Parent and Purchaser and their agents shall hold in confidence the information contained in any such
labels, listings and files in accordance with the terms of the Confidentiality Agreement, shall use such information only in
connection with the Offer and the Merger and, if this Agreement shall be terminated, shall, upon request by the Company, deliver,
and shall use their reasonable best efforts to cause their agents to deliver, to the Company (or in each case destroy) all copies and
any extracts or summaries from such information then in their possession or control, and, if requested by the Company, promptly
certify to the Company in writing that all such material has been returned or destroyed.

(c)    The Company shall register (and shall instruct its transfer agent to register) the transfer of the Shares
accepted for payment by Purchaser effective immediately after the Acceptance Time.

ARTICLE II

THE MERGER

Section 2.1     The Merger. Upon the terms and subject to the conditions set forth in this Agreement, and in
accordance with the DGCL (including Section 251(h) thereof), at the Effective Time, (a) Purchaser shall be merged with and into
the Company (the “Merger”), (b) the separate corporate existence of Purchaser shall cease and the Company shall continue its
corporate existence under the DGCL as the surviving corporation in the Merger (the “Surviving Corporation”) and (c) the
Surviving Corporation shall become a wholly-owned Subsidiary of Parent. The Merger shall be governed by Section 251(h) of the
DGCL and the certificate of merger shall be filed immediately following the Acceptance Time or, if the Secretary of State of the
State of Delaware is not accepting such filings at the Acceptance Time, as soon thereafter as such filings may be made. The parties
agree to take all necessary action to cause the Merger to become effective as soon as practicable following the Acceptance Time
without a meeting of the Company’s stockholders, as provided in Section 251(h) of the DGCL.

Section 2.2    Closing. Subject to the satisfaction or waiver (to the extent permitted by Law) of all of the conditions
to closing contained in Article VII (other than those conditions that by their terms are to be satisfied at the Closing, but subject to
such conditions being able to be satisfied), the closing of the Merger (the “Closing”) shall take place as soon as practicable after the
Acceptance Time but in any event no later than the date of the payment for the Shares tendered in the Offer, at the offices of Paul,
Weiss, Rifkind, Wharton & Garrison LLP, 1285 Avenue of the Americas, New York, New York, at 10:00 a.m. (New York City
time) or at such other place and time as Parent and the Company may agree in writing. The date on which the Closing occurs is
referred to as the “Closing Date.”
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Section 2.3    Effective Time. At the Closing, Parent and the Company shall cause a certificate of merger (the
“Certificate of Merger”) to be executed, signed, acknowledged and filed with the Secretary of State of the State of Delaware in
such form as is required by the relevant provisions of the DGCL, and shall make all other deliveries, filings or recordings required
by the DGCL in connection with the Merger. The Merger shall become effective when the Certificate of Merger has been duly filed
with the Secretary of State of the State of Delaware or at such other subsequent date or time as Parent and the Company may agree
and specify in the Certificate of Merger in accordance with the DGCL (the “Effective Time”).

Section 2.4    Effects of the Merger. The Merger shall have the effects set forth in this Agreement, the Certificate of
Merger and the applicable provisions of DGCL. From and after the Effective Time, the Surviving Corporation shall possess all of
the rights, powers, privileges, franchises and be subject to all of the obligations, liabilities, restrictions and disabilities of the
Company and Purchaser, all as provided in the DGCL.

Section 2.5    Certificate of Incorporation. At the Effective Time and without any further action on the part of the
Company, Parent or Purchaser, the certificate of incorporation of the Company shall be amended and restated to read in its entirety
as set forth on Exhibit A and, as so amended and restated, shall be the certificate of incorporation of the Surviving Corporation (the
“Surviving Charter”), until amended as provided in the Surviving Charter or by applicable Law (but subject to Section 6.8).

Section 2.6    Bylaws. The bylaws of Purchaser in effect immediately before the Effective Time shall be, from and
after the Effective Time (with the name of the corporation changed to “Kate Spade & Company”), the bylaws of the Surviving
Corporation (the “Surviving Bylaws”), until amended as provided in the Surviving Charter and the Surviving Bylaws and by
applicable Law (but subject to Section 6.8).

Section 2.7    Directors. The parties shall take all requisite action so that the directors of Purchaser immediately
before the Effective Time shall be, from and after the Effective Time, the directors of the Surviving Corporation until their
successors are duly elected and qualified or until their earlier death, resignation or removal in accordance with the Surviving
Charter, the Surviving Bylaws and applicable Law.

Section 2.8    Officers. The officers of Purchaser immediately before the Effective Time shall be, from and after the
Effective Time, the officers of the Surviving Corporation until their successors are duly elected or appointed and qualified or until
their earlier death, resignation or removal in accordance with the Surviving Charter, the Surviving Bylaws and applicable Law.
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ARTICLE III

EFFECT OF THE MERGER ON CAPITAL STOCK

Section 3.1    Conversion of Capital Stock. At the Effective Time, by virtue of the Merger and without any action
on the part of Parent, Purchaser, the Company or the holder of any shares of capital stock of Purchaser or the Company:

(a) Conversion of Purchaser Capital Stock. Each share of common stock, par value $0.01 per share, of
Purchaser issued and outstanding immediately before the Effective Time shall be converted into and become one fully paid and
non-assessable share of common stock, par value $0.01 per share, of the Surviving Corporation, and such shares shall constitute the
only outstanding shares of common stock in the Surviving Corporation.

(b) Cancellation of Treasury Stock and Parent-Owned Stock. Each share of Common Stock owned by
the Company or any of its wholly-owned Subsidiaries or by Parent or any of its wholly-owned Subsidiaries immediately prior to
the Effective Time (collectively, the “Excluded Shares”) shall be cancelled automatically and shall cease to exist, and no
consideration shall be paid for such Excluded Shares.

(c) Conversion of Common Stock.

(i) Each Share issued and outstanding immediately before the Effective Time (other than
Excluded Shares and Dissenting Shares) shall be converted into the right to receive in cash an amount per share of Common
Stock equal to the Offer Price (subject to any applicable withholding Tax), without interest (the “Merger Consideration”) upon
surrender, in accordance with the terms of this Agreement, of the Certificates, Book-Entry Shares or affidavit of loss in lieu
thereof and such other documents required by this Agreement or reasonably requested by the Paying Agent.

(ii) All Shares that have been converted pursuant to Section 3.1(c)(i) shall be cancelled
automatically and shall cease to exist, and the holders of (A) certificates which immediately before the Effective Time
represented such Shares (the “Certificates”) or (B) Shares represented by book-entry (the “Book-Entry Shares”) shall cease to
have any rights with respect to those Shares, other than the right to receive the Merger Consideration in accordance with
Section 3.2.

(d) Equitable Adjustment. If at any time during the period between the date of this Agreement and the
Effective Time, any change in the number of outstanding Shares shall occur by reason of any reclassification, recapitalization,
reorganization, stock split (including a reverse stock split), combination, exchange, readjustment of shares or other similar
transaction, or any stock dividend or stock distribution (including any dividend or distribution of securities convertible into or
exchangeable for Shares) is declared with a record date during such period, then the
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Merger Consideration shall be proportionally and equitably adjusted, without duplication, to reflect such change.

Section 3.2    Surrender of Certificates and Book-Entry Shares.

(a) Paying Agent. Not less than three (3) Business Days before the Acceptance Time, Parent shall
(i) select a bank or trust company, satisfactory to the Company in its reasonable discretion, to act as the paying agent in the Merger
(the “Paying Agent”) and (ii) enter into a paying agent agreement with the Paying Agent on terms and conditions that are
satisfactory to the Company and Parent, each in its reasonable discretion (the “Paying Agent Agreement”). Parent shall be
responsible for all fees and expenses of the Paying Agent.

(b) Payment Fund. At or prior to the Effective Time, Parent shall deposit, or cause to be deposited,
with the Paying Agent, for the benefit of the holders of Certificates and Book-Entry Shares, Company Options and other Company
Equity Awards, for payment in accordance with this Article III through the Paying Agent, cash in immediately available funds
sufficient for the payment of the aggregate Merger Consideration. Such funds provided to the Paying Agent are referred to as the
“Payment Fund.” The Paying Agent shall make payments of the Merger Consideration related to the Merger out of the Payment
Fund in accordance with this Agreement and the Paying Agent Agreement. The Payment Fund shall not be used for any other
purpose.

(c) Payment Procedures.

(i) Letter of Transmittal. As soon as reasonably practicable, and in any event within three (3)
Business Days, after the Effective Time, Parent shall cause the Paying Agent to mail to each holder of record of Shares converted
into the right to receive the Merger Consideration pursuant to Section 3.1(c)(i): (A) a letter of transmittal in customary form,
specifying that delivery shall be effected, and risk of loss and title to such holder’s shares shall pass, only upon proper delivery of
Certificates (or affidavit of loss in lieu thereof) to the Paying Agent or, in the case of Book-Entry Shares, upon adherence to the
procedures set forth in the letter of transmittal and (B) instructions for surrendering such Certificates, Book-Entry Shares or
affidavits of loss in lieu thereof in exchange for the Merger Consideration multiplied by the number of Shares evidenced by such
Certificate, Book-Entry Share or affidavit of loss in lieu thereof.

(ii) Surrender of Shares. Upon surrender of a Certificate, Book-Entry Share or affidavit of loss
in lieu thereof for cancellation pursuant to the Merger to the Paying Agent, together with a duly executed letter of transmittal and
any other documents reasonably required by the Paying Agent, the holder of that Certificate or Book-Entry Share shall be entitled
to receive, and the Paying Agent shall promptly pay in exchange therefor, an amount of cash in immediately available funds equal
to the number of shares of Common Stock represented by such Certificate or Book-Entry Share (or affidavits of loss in lieu
thereof) multiplied by the Merger Consideration. Any Certificates and Book-Entry

10
US\MESSIRY\13377947.17



Shares so surrendered shall be cancelled immediately. No interest shall accrue or be paid on any amount payable upon surrender
of Certificates or Book-Entry Shares.

(iii) Unregistered Transferees. If the Merger Consideration is to be paid to a Person other than
the Person in whose name the surrendered Certificate or Book-Entry Share is registered, then the Merger Consideration may be
paid to such a transferee so long as (A) the surrendered Certificate or Book-Entry Share, as applicable, is properly endorsed and
presented to the Paying Agent or is otherwise in proper form for transfer and is accompanied by all documents reasonably
required by Parent to evidence and effect such transfer and (B) the Person requesting such payment (x) pays any applicable
transfer Taxes or (y) establishes to the reasonable satisfaction of Parent and the Paying Agent that all such transfer Taxes have
already been paid or are not applicable.

(iv) No Other Rights. Until surrendered in accordance with this Section 3.2(c), each Certificate
and each Book-Entry Share shall be deemed, from and after the Effective Time to represent only the right to receive the Merger
Consideration applicable thereto in accordance with this Agreement. Any Merger Consideration paid upon the surrender of any
Certificate or Book-Entry Share shall be deemed to have been paid in full satisfaction of all rights pertaining to such Certificate
or Book-Entry Share and, in the case of a Certificate, the Shares formerly represented by it.

(d) Lost, Stolen or Destroyed Certificates. If any Certificate is lost, stolen or destroyed, upon the
making of an affidavit of that fact by the Person claiming such Certificate to be lost, stolen or destroyed and, if reasonably required
by the Surviving Corporation or the Paying Agent, the execution and delivery by such Person of a customary indemnity agreement
to provide indemnity against any claim that may be made against it with respect to such Certificate, the Paying Agent shall make
payments of the Merger Consideration to such Person in respect of the Shares represented by such Certificate in accordance with
this Article III.

(e) No Further Transfers. At the Effective Time, the stock transfer books of the Company shall be
closed and there shall be no further registration of transfers of the Shares that were outstanding immediately before the Effective
Time. If, after the Effective Time, Certificates or Book-Entry Shares are presented to the Surviving Corporation for transfer, they
shall be cancelled and exchanged for the Merger Consideration as provided in this Article III.

(f) Required Withholding. Parent, Purchaser, the Surviving Corporation and the Paying Agent shall be
entitled to deduct and withhold from any consideration otherwise payable under this Agreement such amounts as they are required
to deduct or withhold therefrom under the Internal Revenue Code of 1986, as amended (the “Code”), or any other applicable Tax
Law. To the extent that any amounts are so deducted and withheld and paid to the appropriate Governmental Authorities, those
amounts shall be treated as having been paid to the Person in respect of whom such deduction or withholding was made for all
purposes under this Agreement.
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(g) No Liability. None of Parent, the Surviving Corporation or the Paying Agent shall be liable to any
holder of Certificates or Book-Entry Shares for any amount properly paid to a public official under any applicable abandoned
property, escheat or similar Law.

(h) Investment of Payment Fund. The Paying Agent shall invest the Payment Fund solely as directed
by Parent; provided, that such investment shall be in obligations of, or guaranteed by, the United States of America, in commercial
paper obligations of issuers organized under the Law of a state of the United States of America, rated A-1 or P-1 or better by
Moody’s Investors Service, Inc. or Standard & Poor’s Corporation, respectively, or in certificates of deposit, bank repurchase
agreements or bankers’ acceptances of commercial banks with capital exceeding $10 billion, or in mutual funds investing solely in
such assets and, in any such case, no such instrument shall have a maturity exceeding three (3) months. Any such investment shall
be for the benefit, and at the risk, of Parent, and any interest or other income resulting from such investment shall be for the benefit
of Parent; provided, that no such investment or loss thereon shall affect the Merger Consideration payable hereunder and Parent
shall promptly provide, or shall cause the Surviving Corporation to promptly provide, additional funds to the Paying Agent for the
benefit of the holders of Common Stock and Company Equity Awards immediately prior to the Effective Time such that the
Payment Fund has immediate access to sufficient funds necessary to satisfy the obligations of Parent and the Surviving Corporation
under this Article III.

(i) Termination of Payment Fund. Any portion of the Payment Fund that remains unclaimed by the
holders of Certificates or Book-Entry Shares one (1) year after the Effective Time shall be delivered by the Paying Agent to Parent
upon demand. Thereafter, any holder of Certificates or Book-Entry Shares who has not complied with this Article III shall look
only to Parent and the Surviving Corporation, which shall remain responsible for payment of the applicable Merger Consideration
deliverable in respect of each former share of Common Stock such stockholder holds pursuant to Section 3.1(c) as determined
pursuant to this Agreement, in each case, without any interest thereon.

Section 3.3    Company Equity Awards.

(a) Company Options. As of the Effective Time, each Company Option that is outstanding
immediately before the Effective Time, whether or not then exercisable or vested, by virtue of the Merger and without any action
by Parent, Purchaser, the Company or the holder of that Company Option, shall be cancelled and converted into the right (the
“Option Payment Right”) to receive from Parent or the Surviving Corporation an amount in cash (the “Option Payment Amount”),
if any, without interest, equal to the product of the Option Consideration (as defined below) multiplied by the aggregate number of
Shares subject to such Company Option immediately before the Effective Time, which Option Payment Amount will be paid, as
soon as practicable following the Effective Time. Notwithstanding the foregoing, any Company Option with a per share exercise
price that is equal to or greater than the Merger Consideration shall be canceled for no consideration. “Option Consideration”
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means the excess, if any, of the Merger Consideration over the per share exercise price of the applicable Company Option. The
payment of the Option Payment Amount shall be reduced by any income or employment Tax withholding required under the Code
or any applicable state, local or foreign Tax Law. To the extent that any amounts are so withheld and paid to the appropriate
Governmental Authorities, those amounts shall be treated as having been paid or provided to the holder of that Company Option for
all purposes under this Agreement.

(b) Company RSU Awards. Except as otherwise provided on Section 3.3 of the Company Disclosure
Letter, as of the Effective Time, each Company RSU Award that is outstanding immediately before the Effective Time, by virtue of
the Merger and without any action by Parent, Purchaser, the Company or the holder of that Company RSU Award, shall be
converted as of the Effective Time into a restricted stock unit (the “Assumed RSU Award”) on the same terms and conditions
(including applicable vesting requirements) under the Company Equity Plans and award agreements evidencing such Company
RSU Awards as applied to each such Company RSU Award immediately prior to the Effective Time, with respect to the number of
shares of Parent Common Stock that is equal to the number of shares of Common Stock subject to the Company RSU Award
immediately prior to the Effective Time multiplied by the Equity Award Exchange Ratio (rounded to the nearest whole share).

(c) Company PSU Awards. Except as otherwise provided on Section 3.3 of the Company Disclosure
Letter, as of the Effective Time, each Company PSU Award that is outstanding immediately before the Effective Time, by virtue of
the Merger and without any action by Parent, Purchaser, the Company or the holder of that Company PSU Award, shall be
converted as of the Effective Time into a restricted stock unit (the “Assumed PSU Award”) on the same terms and conditions (other
than any performance conditions, but all time vesting conditions remain applicable) under the Company Equity Plans and award
agreements evidencing such Company PSU Awards as applied to each such Company PSU Award immediately prior to the
Effective Time, with respect to the number of shares of Parent Common Stock that is equal to the number of shares of Common
Stock subject to the Company PSU Award (assuming for this purpose that performance in respect of all such outstanding Company
PSU Awards was achieved at a level that resulted in a payout of 100% of the target award) multiplied by the Equity Award
Exchange Ratio (rounded to the nearest whole share).

(d) Company MSU Awards. Except as otherwise provided on Section 3.3 of the Company Disclosure
Letter, as of the Effective Time, each Company MSU that is outstanding immediately before the Effective Time, by virtue of the
Merger and without any action by Parent, Purchaser, the Company or the holder of that Company MSU, shall be converted as of the
Effective Time into a restricted stock unit (the “Assumed MSU Award”) on the same terms and conditions (other than any
performance conditions, but all time vesting conditions remain applicable) under the Company Equity Plans and award agreements
evidencing such Company MSU Awards as applied to each such Company MSU Award immediately prior to the Effective Time,
with respect to the number of shares of Parent Common Stock that is equal to the number of shares of Common Stock subject to the
Company MSU Award (assuming for this purpose that
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performance in respect of all such outstanding Company MSU Awards was achieved at a level that resulted in a payout of 100% of
the target award) multiplied by the Equity Award Exchange Ratio (rounded to the nearest whole share).

(e) At or prior to the Effective Time, the Company, the board of directors of the Company and the
compensation committee of the board of directors of the Company (the “Compensation Committee”), as applicable, shall adopt any
resolutions and take any actions which are necessary to effectuate the provisions of Sections 3.3(a), 3.3(b), 3.3(c), and 3.3(d). Prior
to the Effective Time, the Company shall deliver to the holders of the Company Options, Company RSU Awards, Company PSU
Awards and Company MSU Awards any notices required pursuant to the relevant Company Equity Plans and award documents.
Parent shall reserve for issuance a number of shares of Parent Common Stock at least equal to the number of shares of Parent
Common Stock that will be subject to Assumed RSU Awards, Assumed PSU Awards, and Assumed MSU Awards as a result of the
actions contemplated by this Section 3.3. No later than the Effective Time, Parent shall file a registration statement on Form S-8 (or
any successor form, or if Form S-8 is not available, other appropriate forms) with respect to the shares of Parent Common Stock
subject to such Assumed RSU Awards, Assumed PSU Awards, and Assumed MSU Awards and shall maintain the effectiveness of
such registration statement or registration statements (and maintain the current status of the prospectuses or prospectuses contained
therein) for so long as such Assumed RSU Awards, Assumed PSU Awards, and Assumed MSU Awards remain outstanding.

Section 3.4    Dissenting Shares.

(a) Notwithstanding any provision of this Agreement to the contrary (but subject to the other
provisions of this Section 3.4), any Shares issued and outstanding immediately prior to the Effective Time for which the holder
thereof has properly demanded the appraisal of such Shares in accordance with, and has complied in all respects with, the DGCL
(collectively, the “Dissenting Shares”), shall not be converted into the right to receive the Merger Consideration in accordance with
Section 3.1(c). At the Effective Time, (A) all Dissenting Shares shall be cancelled and cease to exist and (B) the holders of
Dissenting Shares shall be entitled only to such rights as may be granted to them under the DGCL.

(b) Notwithstanding the provisions of Section 3.4(a) if, following the Effective Time, any holder of
Dissenting Shares effectively withdraws or loses such appraisal rights (through failure to perfect such appraisal rights or otherwise),
then that holder’s shares (i) shall be deemed no longer to be Dissenting Shares and (ii) shall be treated as if they had been converted
automatically at the Effective Time into the right to receive the Merger Consideration upon surrender of the Certificate formerly
representing such Shares or, in the case of Book-Entry Shares, upon adherence to the procedures set forth in the letter of
transmittal, in each case in accordance with Section 3.2.

(c) The Company shall give Parent (i) prompt notice of any written demands for appraisal of any
Shares, any withdrawals of such demands and any
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other instrument served on the Company under the DGCL and (ii) the right to control all negotiations and proceedings with respect
to such demands for appraisal, provided that the Company shall have the right to participate in any such negotiations and
proceedings. Except to the extent required by applicable Law, the Company shall not voluntarily offer to make or make any
payment with respect to any such demands for appraisal or otherwise settle and such demands without the prior written consent of
Parent.

ARTICLE IV

REPRESENTATIONS AND WARRANTIES OF THE COMPANY

Except as set forth in (x) the corresponding section of the confidential disclosure letter delivered by the Company to
Parent and Purchaser prior to the execution of this Agreement (the “Company Disclosure Letter”), it being agreed that disclosure of
any item in any section of the Company Disclosure Letter (whether or not an explicit cross reference appears) shall be deemed to be
disclosure with respect to, and shall be deemed to apply to and qualify, any other representation or warranty made in Article IV, to
which the relevance of such item is reasonably apparent on the face of such disclosure or (y) the Company SEC Reports publicly
filed with the SEC by the Company after the Company’s 2014 fiscal year end and publicly available (via the SEC’s EDGAR
service) at least two (2) Business Days prior to the date of this Agreement (excluding statements in any “Forward-Looking
Statements” or “Risk Factors” sections or any other disclosures contained therein to the extent that such statements are cautionary,
predictive or forward-looking in nature but, for the purpose of clarification, including and giving effect to any factual or historical
statements included in any such statements), the Company represents and warrants to Parent and Purchaser that:

Section 4.1    Organization and Power. The Company is duly organized, validly existing and in good standing under
the laws of the State of Delaware and has the requisite power and authority to own, lease and operate its assets and properties and
to carry on its business as now conducted.

Section 4.2    Organization and Power of Subsidiaries; Foreign Qualifications. Each of the Subsidiaries of the
Company is duly organized, validly existing and, except as would not have a Company Material Adverse Effect, in good standing
under the laws of its jurisdiction of organization and has the requisite power and authority to own, lease and operate its assets and
properties and to carry on its business as now conducted. Each of the Company and its Subsidiaries is duly qualified to do business
as a foreign corporation, limited liability company or other legal entity and is in good standing in each jurisdiction where such
qualification is necessary, except where failure to be so qualified or in good standing would not have a Company Material Adverse
Effect.

Section 4.3    Corporate Authorization. Assuming that the representations and warranties of Parent and Purchaser
contained in Section 5.5(c) are true and correct, the Company has all necessary corporate power and authority to enter into this
Agreement and, assuming the Merger is consummated in accordance with
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Section 251(h) of the DGCL, to perform its obligations hereunder and to consummate the Transactions. The Company Board at a
meeting duly called and held has unanimously adopted resolutions that: (1)  determined that the Transactions are advisable, fair to
and in the best interests of the Company and its stockholders, (2) in accordance with the DGCL, approved the terms and conditions
of this Agreement and the Transactions and declared it advisable that the Company enter into this Agreement and consummate the
Transactions, and authorized the execution, delivery and performance of this Agreement, (3)  resolved that this Agreement and the
Merger shall be governed by and effected under Section 251(h) of the DGCL and the Merger shall be consummated as soon as
practical after the Acceptance Time and (4) resolved to recommend that the Company’s stockholders accept the Offer and tender
their Shares into the Offer (it being understood that nothing in this clause (iv) shall in any way limit the Company Board’s rights
under Section 6.4). Assuming that the representations and warranties of Parent and Purchaser contained in Section 5.5(c) are true
and correct, the execution, delivery and performance of this Agreement by the Company and the consummation by the Company of
the Transactions have been duly and validly authorized by all necessary corporate action on the part of the Company.

Section 4.4    Enforceability. This Agreement has been duly executed and delivered by the Company and constitutes
a legal, valid and binding agreement of the Company, subject to the Enforceability Exceptions.

Section 4.5    Subsidiaries. Section 4.5 of the Company Disclosure Letter sets forth a true and complete list of each
Subsidiary of the Company, indicating its jurisdiction of incorporation or formation. Each of the Subsidiaries of the Company is
wholly-owned by the Company, directly or indirectly, free and clear of any Liens (other than Permitted Liens). The Company does
not own, directly or indirectly, any capital stock of, or any other securities convertible into or exercisable or exchangeable for
capital stock of any Person other than the Subsidiaries of the Company.

Section 4.6    Governmental Authorizations. Assuming that the representations and warranties of Parent and
Purchaser contained in Section 5.3 are true and correct and the Merger is consummated in accordance with Section 251(h) of the
DGCL, the execution, delivery and performance of this Agreement by the Company and the consummation by the Company of the
Transactions do not and will not require any consent, approval or other authorization of, or filing with or notification to
(collectively, “Governmental Authorizations”), any Governmental Authority, other than: (i) the filing of the Certificate of Merger
with the Secretary of State of the State of Delaware and appropriate corresponding documents with the appropriate authorities of
other states in which the Company is qualified as a foreign corporation to transaction business, (ii) any filings and reports that may
be required in connection with this Agreement and the Transactions under the Securities Act, the Exchange Act or under state
securities Laws or “blue sky” Laws, (iii) any filings or other compliance with the Applicable Exchange rules and regulations,
(iv) compliance with and filings under the pre-merger notification required under the Hart‑Scott‑Rodino Antitrust Improvements
Act of 1976, as amended (the “HSR Act”), (v) compliance with and filings under (a) the foreign competition Laws set forth on
Section 4.6 of the Company Disclosure Letter (such foreign competition
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Laws, together with the HSR Act, the “Applicable Antitrust Laws”) and (b) applicable foreign investment Law (clauses (a) and
(b) collectively, “Foreign Competition Law”) and (vi) where the failure to obtain such Governmental Authorizations would not
have a Company Material Adverse Effect.

Section 4.7    Non-Contravention. The execution, delivery and performance of this Agreement by the Company and
the consummation by the Company of the Transactions do not and will not (a) contravene or conflict with, or result in any violation
or breach of, any provision of the Company Organizational Documents, (b) contravene or conflict with, or result in any violation or
breach of, any Law applicable to the Company or any of its Subsidiaries or by which any assets of the Company or any of its
Subsidiaries (“Company Assets”) are bound, in each case assuming that all Governmental Authorizations described in Section 4.6
have been obtained or made prior to the Acceptance Time or Effective Time, as applicable, (c) result in any violation or breach of,
or constitute a default (with or without notice or lapse of time or both) under, or require any consent, approval or other
authorization of, or filing with or notification to, any Person under, any Contracts or (d) result in the creation of, or require the
creation of, any Lien (other than any Permitted Liens) upon any equity interests, assets or property of the Company or any of its
Subsidiaries, other than in the case of clauses (b), (c) and (d) of this Section 4.7, as would not have a Company Material Adverse
Effect.

Section 4.8    Capitalization.

(a) The Company’s authorized capital stock consists solely of (i) 250,000,000 Shares and (ii)
50,000,000 shares of preferred stock, par value $0.01 per share (the “Preferred Stock”). As of May 5, 2017, (A) 128,604,671 Shares
were issued and outstanding, (B) 47,832,563 Shares were held in treasury by the Company or any of its Subsidiaries, (C) 620,160
Shares were reserved for issuance upon the exercise of Company Options, (D) a maximum of 3,053,203 Shares were issuable upon
vesting of issued and outstanding Company Equity Awards (other than Company Options) and (E) no shares of Preferred Stock
were issued and outstanding. As of May 5, 2017, 5,098,434 Shares were available under the Company Equity Plans to be subject to
Company Equity Awards but not yet granted under such Company Equity Plans. Except as set forth above, as of the date hereof,
there are no issued, reserved for issuance, or outstanding (i) shares of capital stock or other equity securities of the Company, (ii)
securities convertible into, or exchangeable or exercisable for, shares of capital stock or other equity securities of the Company or
any of its Significant Subsidiaries, (iii) subscriptions, warrants, calls, options, or other rights, commitments or agreements to
acquire from the Company or any of its Significant Subsidiaries, or other obligations of the Company or any of its Significant
Subsidiaries to issue, any capital stock, or other equity securities, or securities convertible into or exchangeable for, capital stock or
other equity securities of the Company or any of its Significant Subsidiaries or (iv) share appreciation rights, performance units,
contingent value rights, “phantom” stock, or similar rights that are derivative of, or provide economic benefits based, directly or
indirectly, on the value or price of, any capital stock of, or other equity securities of the Company or any of its Significant
Subsidiaries (“Alternative Interests”).
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(b) All issued and outstanding Shares of the Company and all Shares and other equity interests of the
Company that are subject to issuance, upon issuance prior to the Effective Time in accordance with the terms and subject to the
conditions specified in the instruments under which they are issuable (i) are, or upon issuance will be, duly authorized, validly
issued, fully paid and non-assessable and (ii) are not, or upon issuance will not be, subject to, and were not issued in violation of or
upon issuance will not be issued in violation of, any purchase option, call option, right of first refusal, subscription rights, pre-
emptive right or similar right.

(c) Each outstanding share of capital stock or other equity interest of each Subsidiary of the Company
is duly authorized, validly issued, and if applicable fully paid and non-assessable and were not issued in violation of and are not
subject to, any purchase option, call option, right of first refusal, subscription rights, pre-emptive right or similar right.

(d) There are no outstanding contractual obligations of the Company or any of its Subsidiaries (i) to
repurchase, redeem or otherwise acquire any Shares or capital stock or other equity interest of the Company or any Subsidiary of
the Company or (ii) to provide any funds to or make any investment (including in respect of any unsatisfied subscription obligation
or capital contribution or capital account funding obligation) in (A) any Subsidiary of the Company that is not wholly owned by the
Company or (B) any other Person.

(e) There are no voting trusts, proxies or similar agreements, arrangements or commitments to which
the Company or any of its Subsidiaries is a party with respect to the voting, issuance, transfer, delivery or registration of any shares
of capital stock or other equity securities of the Company or any of its Subsidiaries. There are no bonds, debentures, notes or other
indebtedness issued by the Company or any of its Subsidiaries that entitle the holder thereof to vote together with stockholders of
the Company on any matters with respect to the Company.

(f) Section 4.8(f) of the Company Disclosure Letter sets forth a true and complete list of all Company
Options, Company RSU Awards, Company MSU Awards, Company PSU Awards, and any other awards issued under a Company
Equity Plan then outstanding, specifying on a holder-by-holder basis (i) the name of such holder, (ii) the number of Shares subject
to each such award at both target and maximum level (to the extent applicable), (iii) the grant date of each such award, (iv) the
vesting schedule of each such award (including any acceleration relating to termination of employment or change in control), and
(v) the exercise price for each such Company Option and the applicable grant price for each Company MSU Award.

(g) Each Company Option (A) was granted in compliance with all applicable Laws and, in all material
respects, all of the terms and conditions of the Company Equity Plan pursuant to which it was issued, (B) has an exercise price per
Share equal to or greater than the fair market value of a Share on the date of such grant, and (C) has a grant date identical to or after
the date on which the Company’s board of
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directors or compensation committee, as applicable, actually awarded such Company Option.

Section 4.9    SEC Reports. The Company has timely filed or furnished, as applicable, with the SEC (including
following any extensions of time for filing provided by Rule 12b-25 promulgated under the Exchange Act) all forms, reports,
schedules, statements, certifications and other documents in each case required to be filed or furnished by the Company with the
SEC (collectively, the “Company SEC Reports”) since December 31, 2014. Except to the extent corrected by subsequent Company
SEC Reports filed with the SEC prior to the date hereof, such Company SEC Reports (a) were or will be prepared in all material
respects in accordance with the applicable requirements of the Securities Act of 1933 (the “Securities Act”), the Exchange Act and
other applicable Law, each as in effect on the date so filed or furnished and (b) did not or will not, at the time they were or are filed
or furnished, or if amended or restated, at the time of such later amendment or restatement, contain any untrue statement of a
material fact or omit to state a material fact required to be stated therein or necessary in order to make the statements therein, in the
light of the circumstances under which such statements were made, not misleading. No Subsidiary of the Company is subject to the
periodic reporting requirements of the Exchange Act or is otherwise required to file any periodic forms, reports, schedules,
statements or other documents with the SEC. Prior to the date of this Agreement, the Company has made available to Parent copies
of all comment letters received by the Company from the SEC (or the staff of the SEC) or FINRA (or the staff of FINRA) since
December 31, 2014, together with all written responses of the Company to the SEC or FINRA, as applicable. As of the date hereof,
there are no outstanding or unresolved comments in any such comment letter and, to the Knowledge of the Company, none of the
Company SEC Reports is the subject of any ongoing review by the SEC.

Section 4.10    Financial Statements; Internal Controls.

(a) The audited consolidated financial statements (including the related notes and schedules thereto)
of the Company and its consolidated Subsidiaries included in the Company SEC Reports since December 31, 2014:

(i) as of their respective filing dates with the SEC (or, if such Company SEC Reports were
amended prior to the date of this Agreement, the date of the filing of such amendment, with respect to the consolidated financial
statements that are amended or restated therein), complied as to form in all material respects with applicable accounting
requirements and the rules and regulations of the SEC;

(ii) were prepared in accordance with United States generally accepted accounting principles
(“GAAP”) applied on a consistent basis (except as may be expressly indicated in the notes to those financial statements or, in the
case of unaudited statements, as permitted by Form 10-Q under the Exchange Act, and except that the unaudited statements may
not contain certain footnotes and are
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subject to normal, year-end recurring audit adjustments which are not expected to be material individually or in the aggregate);
and

(iii) fairly presented (except as may be expressly indicated in the notes thereto and subject in
the case of unaudited statements to normal, recurring year-end audit adjustments which are not expected to be material
individually or in the aggregate) in all material respects the consolidated financial position of the Company and its consolidated
Subsidiaries as of the dates thereof and their consolidated results of operations, stockholders equity and cash flows for the periods
then ended.

(b) The Company has established and maintains a system of internal controls over financial reporting
(as defined in Rule 13a-15 and Rule 15d-15 under the Exchange Act) as required by Rule 13a-15 under the Exchange Act. Such
internal controls over financial reporting are designed to provide reasonable assurance that (i) transactions are recorded as
necessary to permit preparation of financial statements in accordance with GAAP, (ii) receipts and expenditures are being made
only in accordance with authorizations of management and directors of the Company, (iii) any unauthorized use, acquisition or
disposition of the Company’s consolidated assets that could have a material effect on the financial statements would be detected or
prevented in a timely manner and (iv) records are maintained in reasonable detail to accurately and fairly reflect the transactions
and dispositions of the consolidated assets of the Company. The Company has disclosed, based on the most recent evaluation of its
principal executive officer and its principal financial officer prior to the date of this Agreement, to the Company’s auditors and the
audit committee of the Company Board (i) all known “significant deficiencies” and “material weaknesses” (both terms as defined
by the Public Company Accounting Oversight Board Interim Standard AU 325 parts 2 and 3) in the design or operation of internal
controls over financial reporting that are reasonably likely to adversely affect in any material respect the Company’s ability to
record, process, summarize and report financial information and (ii) any known fraud, whether or not material, that involves
management or other employees who have a significant role in the Company’s internal controls, which disclosures have been
provided to Parent prior to the date hereof.

(c) The Company has established and maintains disclosure controls and procedures (as such term is
defined in Rule 13a-15 under the Exchange Act) as required by Rule 13a-15 under the Exchange Act; such disclosure controls and
procedures are designed to ensure that material information required to be included in reports filed by the Company under the
Exchange Act is made known to the Company’s principal executive officer and its principal financial officer, and such disclosure
controls and procedures are effective in timely alerting the Company’s principal executive officer and its principal financial officer
to the material information required to be disclosed by the Company in the reports that it files or submits to the SEC under the
Exchange Act and ensuring such information is recorded, processed, summarized and reported within the time periods specified in
the rules and forms of the SEC.
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(d) Since December 31, 2014, the Company has not received any oral or written notification of any
“material weakness” or “significant deficiency” in the Company’s internal control over financial reporting or any known fraud,
whether or not material, that involves management or other employees who have a significant role in the Company’s internal
controls. There is no outstanding “material weakness” or “significant deficiency” that the Company’s independent accountants
certify has not been appropriately and adequately remedied by the Company

(e) The Company is in compliance in all material respects with the applicable provisions of the
Sarbanes-Oxley Act and the applicable listing and corporate governance rules and regulations of the Applicable Exchange.

Section 4.11    Liabilities. There are no liabilities or obligations of any kind, whether accrued, contingent, absolute,
inchoate or otherwise (collectively, “Liabilities”), of the Company or any of its Subsidiaries, including “off-balance sheet
arrangements” as defined in Item 303(a) of Regulation S-K of the SEC, other than:

(a) Liabilities reflected or reserved against in the consolidated balance sheet of the Company and its
consolidated Subsidiaries as of April 1, 2017 (the “Balance Sheet Date”) or the footnotes thereto set forth in the Company SEC
Reports;

(b) Liabilities incurred since the Balance Sheet Date in the ordinary course of business consistent with
past practice;

(c) Liabilities incurred in connection with the Transactions or expressly contemplated by this
Agreement to be incurred by the Company;

(d) Liabilities disclosed in, related to or arising under any Contract to which the Company or any of
its Subsidiaries is a party (other than to the extent arising from a breach thereof by the Company or such Subsidiary of the
Company);

(e) Liabilities disclosed in Section 4.11 of the Company Disclosure Letter; and

(f) other Liabilities that would not have a Company Material Adverse Effect.

Section 4.12    Absence of Certain Changes. Except as expressly permitted or required by this Agreement, since the
Balance Sheet Date, through the date hereof, (a) the Company and each of its Subsidiaries have conducted their business, in all
material respects, in the ordinary course consistent with past practice (except with respect to this Agreement and discussions,
negotiations and transactions related thereto), (b) there has not been any Company Material Adverse Effect and (c) neither the
Company nor any of its Subsidiaries has taken any action that, if taken after the date of this Agreement would require consent of
Parent under Section 6.1(a) through 6.1(e), 6.1(g), 6.1(h), 6.1(k) through 6.1(o) or 6.1(r).

21
US\MESSIRY\13377947.17



Section 4.13    Litigation. As of the date hereof, there are no legal action, investigation, review, arbitration, litigation,
suit or other civil or criminal proceedings (collectively, “Legal Actions”) pending or, to the Knowledge of the Company, threatened
against the Company or any of its Subsidiaries or any Person who the Company or any of its Subsidiaries has indemnified (whether
by contract or operation of law) that is reasonably likely to have a Company Material Adverse Effect. As of the date hereof, there
are no Orders, outstanding against the Company, any of its Subsidiaries or any Person who the Company or any of its Subsidiaries
has indemnified (whether by contract or operation of law) or, by which any Company Assets are bound that would have a Company
Material Adverse Effect.

Section 4.14    Material Contracts. Section 4.14 of the Company Disclosure Letter sets forth a true and complete list
of all of the following types of Contracts (x) to which the Company or any of its Subsidiaries is a party as of the date of this
Agreement or (y) by which the Company Assets are bound as of the date of this Agreement (in each case, other than any Company
Benefit Plan) (collectively, the Contracts required to be so disclosed, the “Material Contracts”):

(a) Contracts that are required to be filed as an exhibit to the Company’s Annual Report on Form 10-K
pursuant to Item 601(b)(10)(i) of Regulation S-K under the Securities Act or required to be disclosed by the Company in a Current
Report on Form 8-K since the Balance Sheet Date and before the date hereof;

(b) Contracts (i) containing a covenant limiting the freedom of the Company or any of its Subsidiaries
(or following the Acceptance Time or the Effective Time will restrict the ability of Parent or any of its Subsidiaries) to engage or
compete in any line of business or in any geographic area or with any Person, other than minor restrictions that are immaterial to
the Company or any of its Subsidiaries; or (ii) pursuant to which the Company or any of its Subsidiaries (or following the
Acceptance Time or the Effective Time will restrict the ability of Parent or any of its Subsidiaries) grants “most favored nation”
status, any right of first refusal, option to purchase, exclusivity or any similar right to a third party;

(c) Contracts between the Company or any Subsidiary of the Company, on the one hand, and any
officer, director or Affiliate (other than a wholly owned Subsidiary of the Company) of the Company or any Subsidiary of the
Company or any of their respective “associates” or “immediate family” members (as such terms are defined in Rule 12b-2 and Rule
16a-1 of the Exchange Act), on the other hand, except for any Company Benefit Plans;

(d) Contracts under which the Company or any Subsidiary of the Company has agreed to indemnify or
hold harmless any director or officer of the Company or any of its Subsidiaries (other than pursuant to the certificate of
incorporation or bylaws or equivalent governing documents of the Company or any of its Subsidiaries);

(e) Contracts under which any Person (other than the Company or any of its Subsidiaries) has directly
or indirectly guaranteed outstanding Liabilities of
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the Company or any of its Subsidiaries (which guarantee obligation exceeds $3,000,000, other than endorsements for the purpose
of collection in the ordinary course of business);

(f) Contracts under which the Company or any Subsidiary of the Company has directly or indirectly
guaranteed outstanding Liabilities of any Person (other than the Company or any wholly-owned Subsidiary of the Company)
(which guarantee obligation exceeds $3,000,000, other than endorsements for the purpose of collection in the ordinary course of
business);

(g) Contracts under which the Company or the applicable Subsidiary of the Company has borrowed
any money from, or issued any note, bond, debenture or other evidence of indebtedness to, any Person (other than the Company or
any of its wholly owned Subsidiaries), in any such case which the outstanding balance, individually, is in excess of $3,000,000;

(h) Contracts under which the Company or the applicable Subsidiary of the Company, directly or
indirectly, has agreed to make after the date hereof any advance, loan, extension of credit or capital contribution to, or other
investment in, any Person (other than the Company or any of its Subsidiaries and other than extensions of trade credit in the
ordinary course of business), in any such case which, individually, is in excess of $3,000,000;

(i) Contracts that require (i) the future acquisition, or lease from another Person or future disposition,
(ii) lease to another Person of any assets or capital stock or other equity interests, or (iii) other Contracts that relate to an acquisition
or similar transaction which contain “earn-out” obligations with respect to the Company or any of its Subsidiaries, in the case of
each of (i), (ii) and (iii), after the date hereof with a value in excess of $3,000,000;

(j) Contracts involving future expected expenditures by the Company or any of its Subsidiaries of
more than $3,000,000 in any one-year period following the date hereof;

(k) Contracts involving any material collective bargaining agreement or other material Contract with
any labor union;

(l) Material Real Property Leases;

(m) Contracts governing or otherwise effecting any partnership or joint venture;

(n) Contracts governing or otherwise effecting any collaboration, co-promotion, strategic alliance or
design project contract, which, in each case, is material to the Company and its Subsidiaries, taken as a whole;

(o) Contracts involving the license to the Company or any of its Subsidiaries of any technology or
Intellectual Property of any Person (other than the Company or any of its Subsidiaries) with a value in excess of $3,000,000;
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(p) Contracts involving the licensing by a third party of any Intellectual Property of the Company or
any of its Subsidiaries, in each case with a value in excess of $3,000,000; and

(q) Contracts under which the Company or any Subsidiary of the Company has granted to a third
party any exclusive or material non-exclusive license, option or other right or immunity (including a covenant not to be sued or
right to enforce or prosecute any patents) with respect to any Owned Intellectual Property.

The Company has made available to Parent prior to the date of this Agreement, a true and complete copy of each Material Contract
(including all amendments thereto) as in effect on the date of this Agreement. Each Material Contract is, subject to the
Enforceability Exceptions, a valid and binding agreement of the Company or its applicable Subsidiary and, to the Knowledge of the
Company, the other parties thereto, except where failure to be valid and binding would not have a Company Material Adverse
Effect. None of the Company, its applicable Subsidiary and, to the Knowledge of the Company, any other party thereto, is in breach
or default under any such Material Contract, in each case except as would not have a Company Material Adverse Effect.

Section 4.15    Benefit Plans.

(a) Section 4.15(a) of the Company Disclosure Letter lists all material Company Benefit Plans other
than an employment agreement, severance agreement or offer letter that (x) does not provide for any post-termination severance
compensation and benefits, except as required by law or (y) as of the date hereof, does not provide for an outstanding guaranteed
bonus in excess of $25,000. For purposes of this Agreement a “Company Benefit Plan” is, whether or not written, (i) any
“employee benefit plan” within the meaning of Section 3(3) of the Employee Retirement Income Security Act of 1974, as amended
(“ERISA”) (whether or not such “employee benefit plan” is subject to ERISA), (ii) any offer letter or compensation, stock
purchase, stock option, equity or equity-based compensation, severance, employment, consulting, change-of-control, bonus,
incentive, deferred compensation, retention, cash or other allowance and other employee benefit plan, agreement, program or
policy, whether or not subject to ERISA, (iii) any plan, agreement, program or policy providing vacation benefits, insurance
(including any self-insured arrangements), medical, dental, vision or prescription benefits, disability or sick leave benefits, life
insurance, employee assistance program, workers’ compensation, supplemental unemployment benefits and post-employment or
retirement benefits (including compensation, pension or insurance benefits) or (iv) any material loan to or for the benefit of an
employee, officer or director of the Company or any of its Subsidiaries, in each case (A) under which any current or former
director, officer, employee or independent contractor of the Company or any of its Subsidiaries has any right to benefits or
(B) which are maintained, sponsored or contributed to by the Company or any of its Subsidiaries or to which the Company or any
of its Subsidiaries makes or is required to make contributions or with respect to which the Company or any of its Subsidiaries has
any material Liability. Each Company Benefit Plan that is maintained primarily for the benefit of an employee, officer, director or
other
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service provider who is primarily located outside of the United States shall be identified on Section 4.15(a) of the Company
Disclosure Letter (each a “Non-U.S. Benefit Plan”).

(b) With respect to each material Company Benefit Plan, except as set forth on Section 4.15(b) of the
Company Disclosure Letter, if applicable, the Company has made available to Parent true and complete copies of (i) the plan
document or a written description thereof and any amendments thereto, (ii) the most recent summary plan description, (iii) the two
most recent annual report on Form 5500 (including all schedules), (iv) the most recent annual audited financial statements and
opinion, (v) if the Company Benefit Plan is intended to qualify under Section 401(a) of the Code, the most recent determination
letter received from the Internal Revenue Service (the “IRS”), (vi) any related trust or funding agreements or insurance policies and
(vii) any material non-routine correspondence between the Company and the Department of Labor or the IRS relating to any
Company Benefit Plan. With respect to each Company Benefit Plan set forth on Section 4.15(b) of the Company Disclosure Letter,
the Company shall use reasonable best efforts to provide copies of the documents listed in the preceding sentence as soon as
reasonably possible within 45 days following the date of this Agreement and prior to the Effective Time.

(c) Neither the Company nor any of its Subsidiaries or ERISA Affiliates maintains, sponsors,
administers or contributes to (or is required to sponsor, maintain, administer or contribute to), or has within the preceding six (6)
years maintained, sponsored or contributed to, or has any Liability under or with respect to, (i) any employee benefit plan subject to
Section 412 or Section 430 of the Code or Title IV of ERISA, (ii) any multiemployer plan (as defined in Section 3(37) of ERISA),
or (iii) any multiple employer plan (within the meaning of Section 210 of ERISA or Section 413(c) of the Code). Neither the
Company nor any of its Subsidiaries has any Liability as a result of any time being considered a single employer with any other
Person under Section 414 of the Code.

(d) Each Company Benefit Plan has been maintained in compliance with its terms and with ERISA,
the Code and other applicable Law in all material respects. With respect to each Company Benefit Plan that is intended to qualify
under Section 401(a) of the Code (i) a favorable determination or opinion letter has been issued by the IRS with respect to such
qualification, (ii) its related trust has been determined to be exempt from taxation under Section 501(a) of the Code and (iii) except
as would not be material to the Company and its Subsidiaries, taken as whole, no event has occurred since the date of such
qualification or exemption that would adversely affect such qualification or exemption.

(e) Neither the Company nor any of its Subsidiaries has any Liability with respect to, and no
Company Benefit Plan provides, health, medical, life insurance or death benefits to current or former employees or other individual
service providers of the Company or any of its Subsidiaries beyond their retirement or other termination of service, other than
coverage mandated by COBRA or Section 4980B of the Code, or any similar state group health plan continuation Law, the cost of
which is fully
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paid by such current or former employees or other individual service providers or their dependents.

(f) Except as set forth in Section 3.3, the execution and delivery of this Agreement and the
consummation of the transactions contemplated by this Agreement will not (either alone or in combination with another event)
(i) result in any payment from the Company or any of its Subsidiaries becoming due, or increase the amount of any compensation
due, to any current or former employee, director or independent contractor of the Company or any of its Subsidiaries, (ii) increase
any benefits otherwise payable under any Company Benefit Plan, (iii) result in the acceleration of the time of payment, vesting of
any material compensation or benefits or forgiveness of indebtedness with respect to any current or former employee, director or
independent contractor of the Company or any of its Subsidiaries, or (iv) result in any funding, through a grantor trust or otherwise,
of any compensation or benefits to any current or former employee, director or independent contractor of the Company or any of its
Subsidiaries under any Company Benefit Plan.

(g) No Company Benefit Plan provides for and none of the Company nor any of its Subsidiaries is
otherwise obligated to provide any gross-up or reimbursement of Taxes under Section 4999 of the Code. The Company has
provided to Parent good faith estimates of the amount of any “excess parachute payments” within the meaning of Section 280G of
the Code that could reasonably be expected to become payable to the Company’s “disqualified individuals” (within the meaning of
Section 280G of the Code) in connection with the transactions contemplated by this Agreement, whether contingent or otherwise.

(h) Each agreement, contract or other arrangements, whether or not a Company Benefit Plan, to which
the Company or any of its Subsidiaries is a party that is a “nonqualified deferred compensation plan” subject to Section 409A of the
Code, has been maintained in compliance in all material respects with Section 409A of the Code and the regulations thereunder and
no amounts under any such agreement, contract or arrangement is or has been subject to the interest and additional Tax set forth
under Section 409A(a)(1)(B) of the Code. The Company is not party to, or otherwise obligated under, any agreement, contract or
arrangement that provides for the gross-up of Taxes or related interest imposed by Section 409A(a)(1)(B) of the Code. No material
deduction by the Company or any Subsidiary in respect of any “applicable employee remuneration” (within the meaning of Section
162(m) of the Code) is subject to disallowance by reason of Section 162(m) of the Code.

(i) All officers of the Company and its Subsidiaries and employees of the Company and its
Subsidiaries engaged in product development who are currently actively employed or who were employed by the Company at any
time during the three-year period prior to the date hereof have entered into a written agreement with the Company to maintain in
confidence all confidential or proprietary information (as defined in such agreements) acquired by them in the course of their
employment or service and either assign to the Company all inventions made by them during such employment or service pursuant
to such written agreement (to the extent permitted by
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applicable Law), or are otherwise bound by applicable Law to assign all such inventions to the Company.

(j) Except as would not be reasonably expected to result in material Liability to the Company, all Non-
U.S. Benefit Plans and all plans or arrangements applicable to employees outside of the United States that are mandated by
applicable Law (i) have been maintained in all material respects in accordance with all applicable requirements (including
applicable Law), (ii) that are intended to qualify for special Tax treatment meet all material requirements for such treatment, and
(iii) that are required to be funded and/or book -reserved are funded and/or book -reserved in all material respects, as appropriate,
based upon reasonable actuarial assumptions.

(k) There are no pending, or, to the Knowledge of the Company, threatened, Legal Action against or
involving any Company Benefit Plan, other than ordinary claims for benefits by participants and beneficiaries or as would not
result in material Liability to the Company.

Section 4.16    Labor Relations.

(a) As of the date of this Agreement, (i) no employee of the Company or any of its Subsidiaries is
represented by a union and, to the Knowledge of the Company, no union organizing efforts are currently being conducted,
(ii) neither the Company nor any of its Subsidiaries is a party to, and is not currently negotiating any entry into, any material
collective bargaining agreement or other labor Contract, and (iii) no strike, picket, work stoppage, work slowdown or other
organized labor dispute exists in respect of the Company or any of its Subsidiaries that would be material to the Company and its
Subsidiaries, taken as a whole. There is no pending material charge or complaint against the Company or any of its Subsidiaries by
the National Labor Relations Board or any comparable U.S. or foreign Governmental Authority, and none of the Company and its
Subsidiaries are a party, or otherwise bound by, any consent decree with, or citation by, any Governmental Authority relating to
employees or employment practices.

(b) Except as would not be reasonably expected to result in material Liability for the Company,
(i) each of the Company and its Subsidiaries is in compliance with all applicable Law relating to the employment of labor,
including all applicable Law relating to wages, hours (including classification of employees), collective bargaining, employment
discrimination, civil rights, fair labor standards, safety and health, workers’ compensation, pay equity, wrongful discharge or
violation of rights of employees, former employees or prospective employees, and the collection and payment of withholding or
social security taxes, and (ii) neither the Company nor any of its Subsidiaries has incurred any Liability or obligation under the
Worker Adjustment and Retraining Notification Act (the “WARN Act”) or any similar state or local Law within the six (6) months
prior to the date of this Agreement that remains unsatisfied.
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Section 4.17    Taxes.

(a) All material Tax Returns required to be filed by or with respect to the Company or any of its
Subsidiaries have been timely filed (taking into account any extension of time within which to file), and all such Tax Returns are
true, correct and complete in all material respects.

(b) The Company and its Subsidiaries have fully and timely paid all material Taxes required to have
been paid, except for Taxes contested in good faith by appropriate proceedings and for which adequate reserves have been
established in the financial statements contained in the Company SEC Reports in accordance with GAAP.

(c) All material Taxes required to be withheld by the Company or any of its Subsidiaries have been
withheld and, to the extent required, have been paid over to the appropriate Governmental Authority.

(d) There are no outstanding agreements extending or waiving the statutory period of limitations
applicable to any claim for, or the period for the collection, assessment or reassessment of, material Taxes due from the Company
or any of its Subsidiaries for any taxable period and no written request for any such waiver or extension is currently pending.

(e) No audit or other proceeding by any Governmental Authority is pending or, to the Knowledge of
the Company, threatened in writing with respect to any material Taxes due from or with respect to the Company or any of its
Subsidiaries.

(f) All deficiencies for material Taxes asserted or assessed in writing against the Company or any of
its Subsidiaries have been fully and timely paid, settled or properly reflected in the most recent financial statements contained in the
Company SEC Reports.

(g) There are no material Liens for Taxes upon the assets or properties of the Company or any of its
Subsidiaries, except for Permitted Liens.

(h) During the two (2) year period ending on the date of this Agreement, neither the Company nor any
of its Subsidiaries was a “distributing corporation” or a “controlled corporation” in a distribution of shares intended to qualify for
tax-free treatment under Section 355 of the Code.

(i) Neither the Company nor any of its Subsidiaries (i) has been a member of an affiliated group filing
a consolidated U.S. federal income tax return (other than a group the common parent of which was the Company or one of its
Subsidiaries); (ii) is party to any agreement providing for the sharing, allocation or indemnification of any Tax, other than (A) any
such agreement solely among the Company and any of its Subsidiaries or (B) any customary commercial agreement not relating
primarily to Taxes that was entered into in the ordinary course of business; or
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(iii) has any liability for the Taxes of any Person (other than the Company or any of its Subsidiaries) under Treasury Regulations
Section 1.1502-6 (or any similar provision of state, local or non-U.S. Law), as a transferee or successor or by contract.

(j) Neither the Company nor any of its Subsidiaries has participated in any “listed transaction” within
the meaning of Treasury Regulations Section 1.6011-4.

(k) As of April 1, 2017 (and to the knowledge of the Company, as of the date hereof), neither the
Company nor any of its Subsidiaries has any limitation on the use of any net operating loss, Tax credit or other similar item under
Section 382, 383 or 1502 of the Code or the Treasury Regulations promulgated thereunder, or under any other provision of Law,
excluding any limitation arising solely from the Transactions. As of December 31, 2016, the Company and its Subsidiaries had a
net operating loss carryforward for U.S. federal income tax purposes as set forth in Section 4.17(k) of the Company Disclosure
Letter.

Section 4.18    Environmental Matters. Since December 31, 2014, the operations of the Company and each of its
Subsidiaries have complied with applicable Law relating to pollution, contamination or protection of the environment, employee
health and safety and the release, emission, handling and storage of Hazardous Substances (collectively, “Environmental Law”), in
each case, except as would not have a Company Material Adverse Effect. The Company and its Subsidiaries possess all Permits
required under Environmental Law necessary for their respective operations, and such operations are in compliance with applicable
Permits, except in each case as would not have a Company Material Adverse Effect. No Legal Action arising under or pursuant to
Environmental Law is pending, or to the Knowledge of the Company, threatened, against the Company or any of its Subsidiaries or
any Person who the Company or any of its Subsidiaries has indemnified (whether by contract or operation of law) except for such
Legal Actions as would not have a Company Material Adverse Effect. To the Knowledge of the Company, no condition exists or
has existed (including any release, spill discharge or emission) on any property owned or operated by the Company or any of its
Subsidiaries or for which the Company or any of its Subsidiaries is otherwise liable which has given rise to, or would reasonably be
expected to give rise to, any Liability under Environmental Law, except for such condition as would not have a Company Material
Adverse Effect.

Section 4.19    Intellectual Property.

(a) Section 4.19(a) of the Company Disclosure Letter sets forth a list of all (i) Owned Intellectual
Property that is registered, issued or the subject of a pending application for registration; and (ii) social media accounts and
usernames.

(b) Either the Company or one of its Subsidiaries (i) exclusively owns and possesses all right, title and
interest in and to the Owned Intellectual Property, free and clear of all Liens (other than (x) Permitted Liens, (y) Contracts
described in Section 4.14(q) and (z) non-exclusive licenses and other non-
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exclusive grants of rights to use of Owned Intellectual Property, in each case granted in the ordinary course of business consistent
with past practice) or (ii) has a valid license to use the Licensed Intellectual Property, except as would not have a Company
Material Adverse Effect.

(c) As of the date of this Agreement, (i) there is no Legal Action pending or, to the Knowledge of the
Company, threatened against the Company or its Subsidiaries (x) alleging that the Company has infringed, misappropriated or
otherwise violated any Intellectual Property, or other proprietary right, title or interest of any third party or (y) challenging the
validity or enforceability of, or the Company’s or the applicable Subsidiary’s right, title or interest to, any Owned Intellectual
Property, (ii) to the Knowledge of the Company, no Person is infringing upon, misappropriating or otherwise violating the
Company’s or any Subsidiary’s right in any Owned Intellectual Property (including the House Marks), except as would not have a
Company Material Adverse Effect and (iii) neither the Company nor any of its Subsidiaries is currently infringing upon or
misappropriating, and has not in the three years prior to the Closing Date, any material Intellectual Property of any Person.

(d) The IT Systems used by the Company and its Subsidiaries are sufficient in all respects for the
Company and its Subsidiaries’ current needs in the operation of its business as presently conducted, the Company and its
Subsidiaries have the right to use their respective IT Systems, and, to the Knowledge of the Company, in the past twelve (12)
months, there have been no material failures, crashes, security breaches or other adverse events affecting the IT Systems which has
caused disruption to the business of the Company and its Subsidiaries, except in each case as would not have a Company Material
Adverse Effect. The Company and its Subsidiaries provide for the back-up and recovery of material data and have implemented
disaster recovery plans, procedures and facilities and, as applicable, have taken reasonable steps to implement such plans and
procedures.

(e) Except as would not have a Company Material Adverse Effect, (i) the Company and each of its
Subsidiaries is in material compliance with all applicable Laws in the jurisdictions in which it operates regarding its collection, use
and protection of data and, to the Knowledge of the Company, (ii) no Person has gained unauthorized access to the IT Systems of
the Company or its Subsidiaries or made any unauthorized use of any data maintained therein.

Section 4.20    Real Property.

(a) Neither the Company nor any of its Subsidiaries owns any real property. Except as would not have
a Company Material Adverse Effect, as of the date hereof, the Company and its Subsidiaries have a valid and enforceable right to
use or a valid and enforceable leasehold interest in all real property (including all buildings, fixtures and other improvements
thereto) used by them. As of the date of this Agreement, none of the leasehold interests of the Company or any of its Subsidiaries in
any such property is subject to any Lien, except for Permitted Liens.
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(b) Section 4.20(b)(i) of the Company Disclosure Letter contains a true and complete list of each of
the retail and material distribution center leases, material office leases and other material leases, subleases and other occupancy
agreements to which the Company or any of its Subsidiaries is a party as of the date of this Agreement (the “Real Property
Leases”). Each of the Real Property Leases is, subject to the Enforceability Exceptions, a valid and binding agreement of the
Company or its applicable Subsidiaries except where the failure to be valid and binding would not have a Company Material
Adverse Effect. As of the date of this Agreement, no breach or default on the part of the Company or any such Subsidiary of the
Company exists under any Real Property Lease, except as would not have a Company Material Adverse Effect. Except as set forth
in Section 4.20(b)(ii) of the Company Disclosure Letter, neither the Company nor any of its Subsidiaries has subleased or licensed
to any third party any right to use, occupy or lease any property subject to any of the Real Property Leases.

Section 4.21    Insurance. There is no claim by the Company or any Subsidiary of the Company pending under any
insurance policies which has been denied or disputed by the insurer other than denials and disputes in the ordinary course of
business consistent with past practice except as would not have a Company Material Adverse Effect. With respect to each such
insurance policy, except as would not have a Company Material Adverse Effect, (a) it is in full force and effect and the Company
and each of its Subsidiaries have paid, or caused to be paid, all premiums due under the policy and are not in default with respect to
any obligations under the policy, and (b) to the Knowledge of the Company, as of the date hereof, no insurer on the policy has been
declared insolvent or placed in receivership, conservatorship or liquidation. Neither the Company nor any Subsidiary of the
Company has received any written notice of any pending or threatened cancellation or termination with respect to any insurance
policy existing as of the date hereof that is held by, or for the benefit of, any of the Company or any of its Subsidiaries, other than
as would not have a Company Material Adverse Effect.

Section 4.22    Permits; Compliance with Law.

(a) Except as would not have a Company Material Adverse Effect, as of the date of this Agreement,
(i) each of the Company and its Subsidiaries is in possession of all franchises, grants, authorizations, licenses, easements, variances,
exceptions, consents, certificates, approvals and other permits of any Governmental Authority (“Permits”) necessary for it to own,
lease and operate its properties and assets or to carry on its business as it is now being conducted (collectively, the “Company
Permits”) and (ii) all such Company Permits are in full force and effect. Except as would not have a Company Material Adverse
Effect, as of the date of this Agreement, no suspension, revocation, modification, failure to renew or cancellation of any of the
Company Permits is pending or threatened in writing.

(b) Except as would not have a Company Material Adverse Effect, none of the Company or any of its
Subsidiaries is, and since December 31, 2014 none of the Company or any of its Subsidiaries has been, in conflict with, or in
default or violation of, (i) any Law applicable to the Company or such Subsidiary of the Company or by which any of the Company
Assets is bound or (ii) any Company Permits.
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(c) Since December 31, 2014, neither the Company nor any of its Subsidiaries has entered into any
agreement or settlement with any Governmental Authority with respect to any actual or alleged material violation of any Law. To
the Knowledge of the Company, each of the co-manufacturers, contract manufacturers, vendors, suppliers and distributors
(collectively, the “Suppliers”) of the products sold by the Company and its Subsidiaries (the “Products”) is in compliance with all
applicable Laws.

Section 4.23    Affiliated Transactions. No director, officer or Affiliate (other than Subsidiaries of the Company) of
the Company is a party to any Contract with the Company or its Subsidiaries (other than employment agreements) or has any
material interest in any property used by the Company or its Subsidiaries, in either case that would be required to be disclosed
under Item 404 of Regulation S-K under the Securities Act.

Section 4.24    Opinion of Financial Advisor. Perella Weinberg Partners LP (the “Company Financial Advisor”) has
delivered to the Company Board its opinion to the effect that, as of the date of this Agreement, and subject to the various
assumptions and limitations set forth therein, the consideration to be received by the holders of Shares pursuant to the Agreement is
fair from a financial point of view to such holders. The engagement letter with the company Financial Advisor shall be deemed a
Material Contract for purposes of Section 6.1.

Section 4.25    Customers and Suppliers. Section 4.25 of the Company Disclosure Letter sets forth a correct and
complete list of the ten (10) largest (measured by gross revenue) distributors/customers (each, a “Material Customer”) and the ten
(10) largest (measured by gross expenditures) suppliers or vendors (each, a “Material Supplier”) to the Company for the years
ended December 31, 2015 and December 31, 2016. Since December 31, 2014, (a) no Material Customer or Material Supplier has,
to the Knowledge of the Company, notified the Company or any of its Subsidiaries in writing that it intends to terminate, cancel, or
materially curtail its business relationship with the Company, and (b) neither the Company nor any of its Subsidiaries has been
engaged in a dispute that is material to the Company and its Subsidiaries, taken as a whole, with a Material Customer or Material
Supplier.

Section 4.26    Brokers. No broker, finder or investment banker other than the Company Financial Advisor is entitled
to any brokerage, finder’s or other similar fee or commission in connection with the Transactions based upon arrangements made
on or before the date hereof by or on behalf of the Company or any of its Subsidiaries.

Section 4.27    State Takeover Laws. Assuming the representations and warranties of Parent and Purchaser contained
in Section 5.5(c) are true and correct, the Company Board has taken all actions necessary as required to render inapplicable to this
Agreement and the Transactions the restrictions on “business combinations” set forth in Section 203 of the DGCL or any other
“moratorium,” “control share,” “fair price,” “takeover,” or “interested stockholder” Law.
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Section 4.28    Foreign Operations and Export Matters. Except as set forth in Section 4.28 of the Company
Disclosure Letter and except as would not have a Company Material Adverse Effect, the Company and its Subsidiaries, and, to the
Knowledge of the Company, all Representatives, suppliers, and distributors of the Company and its Subsidiaries are, and have at all
times from December 31, 2014 been:

(a) in compliance with applicable United States and, to the Knowledge of the Company, all applicable
foreign export control laws and regulations and with the various economic sanctions laws administered by the Office of Foreign
Assets Control of the U.S. Department of the Treasury (“OFAC Sanctions Regulations”). Without limiting the foregoing, to the
Knowledge of the Company, there are no pending or threatened claims or investigations by any Governmental Authority of
potential violations against the Company or any of its Subsidiaries with respect to OFAC Sanctions Regulations, the Export
Administration Regulations maintained by the U.S. Department of Commerce, or the International Traffic in Arms Regulations
maintained by the U.S. Department of State that would have a Company Material Adverse Effect;

(b) to the Knowledge of the Company, in compliance with the requirements of the U.S. Foreign
Corrupt Practices Act of 1977, as amended, any applicable Law implementing the OECD Convention on Combating Bribery of
Foreign Public Officials in International Business or other applicable anti-corruption conventions, and any other applicable anti-
corruption law; and

(c) to the Knowledge of the Company, in compliance with all applicable foreign Laws relating to
foreign investment, money laundering Laws and anti-slavery Laws.

Section 4.29    Information Supplied. None of the information supplied or to be supplied by or on behalf of the
Company for inclusion or incorporation by reference in the Offer Documents (including any amendments or supplements thereto)
will, at the time such Offer Documents are filed with the SEC or at the time such Offer Documents are first published, sent or given
to the stockholders of the Company, contain any untrue statement of a material fact or omit to state any material fact required to be
stated therein or necessary in order to make the statements therein, in light of the circumstances under which they are made, not
misleading. The Schedule 14D-9 (including any amendment or supplement thereto) will comply as to form in all material respects
with the requirements of the Exchange Act and any other applicable Law and will not, at the time it is filed with the SEC and at the
time first published, sent or given to the stockholders of the Company, contain any untrue statement of a material fact or omit to
state any material fact required to be stated therein or necessary in order to make the statements therein, in light of the
circumstances under which they are made, not misleading. Notwithstanding the foregoing, the Company makes no representation
or warranty with respect to statements made or incorporated by reference therein based on information supplied solely by or on
behalf of Parent or Purchaser or any Affiliates thereof for inclusion or incorporation by reference in the Schedule 14D-9.
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Section 4.30    No Other Representations or Warranties. Except for the representations and warranties made by the
Company in this Article IV and representations and warranties contained in any letter of transmittal, offer acceptance or related
document that, in each case, comprises part of the Offer Documents or the documents delivered in connection with the Merger
pursuant to Article III, neither the Company nor any of its Subsidiaries, directors, officers, employees or stockholders has made any
other express or implied representation or warranty with respect to the Company or any of its Subsidiaries or their respective
businesses, operations, properties, assets, liabilities, condition (financial or otherwise) or prospects, or any information related
thereto, including any estimates, projections, forecasts and other forward-looking information or business and strategic plan
information regarding the Company and its Subsidiaries.

ARTICLE V

REPRESENTATIONS AND WARRANTIES OF PARENT AND PURCHASER

Parent and Purchaser, jointly and severally, represent and warrant to the Company that:

Section 5.1    Organization and Power. Except as would not have a Parent Material Adverse Effect, each of Parent
and Purchaser is duly organized, validly existing and in good standing under the Law of its state of incorporation and has the
requisite power and authority to own, lease and operate its assets and properties and to carry on its business as now conducted.

Section 5.2    Corporate Authorization. Each of Parent and Purchaser has all necessary power and authority to enter
into this Agreement and to perform its obligations hereunder and to consummate the Transactions. The board of directors of
Purchaser has adopted resolutions (a) approving this Agreement and the Transactions and declaring it advisable to enter into this
Agreement and consummate the Transactions and (b) recommending that Purchaser’s sole stockholder adopt this Agreement. 
Parent, as the sole stockholder of Purchaser, will adopt this Agreement and the Transactions immediately following the execution
and delivery of this Agreement.  Other than the approval expressly set forth in this Section 5.2, the execution, delivery and
performance of this Agreement, by each of Parent and Purchaser and the consummation by each of Parent and Purchaser of the
Transactions have been duly and validly authorized by all necessary corporate action (including any stockholder vote or other
action) on the part of Parent and Purchaser. This Agreement constitutes a legal, valid and binding agreement of Parent and
Purchaser, subject to the Enforceability Exceptions. No vote or consent of the stockholders of Parent is required by applicable Law,
or the certificate of incorporation or bylaws or other equivalent organizational documents of Parent in connection with the
Transactions.

Section 5.3    Governmental Authorizations. The execution, delivery and performance of this Agreement by Parent
and Purchaser and the consummation by Parent and Purchaser of the Transactions do not and will not require any Governmental
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Authorization, other than: (i) the filing of the Certificate of Merger with the Secretary of State of the State of Delaware and
appropriate corresponding documents with the appropriate authorities of other states in which Parent or Purchaser is qualified as a
foreign corporation to transaction business, (ii) any filings and reports that may be required in connection with this Agreement and
the Transactions under the Securities Act, the Exchange Act or under state securities Laws or “blue sky” Laws, (iii) any filings or
other compliance with the Applicable Exchange rules and regulations, (iv) compliance with and filings under the pre-merger
notification required under the HSR Act, (v) compliance with and filings under Applicable Antitrust Laws and any Foreign
Competition Law, and (vi) where the failure to obtain such Governmental Authorization would not have a Parent Material Adverse
Effect.

Section 5.4    Non-Contravention. The execution, delivery and performance of this Agreement by Parent and
Purchaser and the consummation by Parent and Purchaser of the Transactions do not and will not (a) contravene or conflict with, or
result in any violation or breach of, any provision of the organizational documents of Parent or Purchaser, (b) contravene or conflict
with, or result in any violation or breach of, any Law applicable to Parent or any of its Subsidiaries or by which any assets of Parent
or any of its Subsidiaries (“Parent Assets”) are bound, in each case assuming that all Governmental Authorizations described in
Section 5.3 have been obtained or made prior to the Acceptance Time or Effective Time, as applicable, (c) result in any violation or
breach of, or constitute a default (with or without notice or lapse of time or both) under, require any consent, approval or other
authorization of, or filing with or notification to, any Person under, any Contracts to which Parent or any of its Subsidiaries is a
party or by which any Parent Assets are bound (collectively, “Parent Contracts”), other than in the case of clauses (b) and (c) of this
Section 5.4, as would not have a Parent Material Adverse Effect.

Section 5.5    Capitalization; Interim Operations of Purchaser; Ownership of Common Stock.

(a) As of the date of this Agreement, Purchaser’s authorized capital stock consists solely of 1,000,000
shares of common stock, par value $0.01 per share. All of the issued and outstanding capital stock of Purchaser is, and at the
Effective Time will be, owned by Parent. Purchaser has no outstanding option, warrant, right or any other agreement pursuant to
which any Person other than Parent may acquire any equity security of Purchaser.

(b) Purchaser was formed solely for the purpose of engaging in the Transactions and has not engaged
in any business activities or conducted any operations other than in connection with the Transactions. Purchaser has no
Subsidiaries.

(c) None of Parent, Purchaser or their respective Affiliates own, directly or indirectly, beneficially (as
defined in Rule 13d-3 under the Exchange Act) or of record, any Shares or securities that are convertible, exchangeable or
exercisable into Common Stock, and none of Parent, Purchaser or their respective Affiliates holds any rights to acquire or vote any
Shares except pursuant to this
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Agreement. Before the action of the Company Board taken on May 7, 2017, neither Parent nor Purchaser, alone or together with
any other Person, was at any time, or became, an “interested stockholder” of the Company as defined in Section 203 of the DGCL,
or has taken any action that would cause the restrictions on business combinations with interested stockholders set forth in Section
203 of the DGCL to be applicable to this Agreement or the Transactions.

Section 5.6    Financing.

(a) Assuming the satisfaction of the Offer Conditions and the condition set forth in Section 7.1(a),
Parent has no reason to believe any term or condition of the Transaction Financing (as defined below) that is required to be satisfied
by Parent as a condition to such Transaction Financing will not be satisfied, or that the Transaction Financing will not be available
to Parent on the Closing Date. Assuming the Transaction Financing is funded in accordance with the Commitment Letter, as of the
Closing Date the aggregate net proceeds of the Transaction Financing contemplated by the Commitment Letter, together with the
cash of Parent and its Subsidiaries, will be an amount sufficient for the satisfaction of Parent’s cash payment obligations under this
Agreement on the Closing Date (including payment of the Offer Price, the Merger Consideration, the amounts required to pay off
in full all obligations under the Revolving Credit Facility and the Term Credit Facility (the “Retired Debt”) and any fees and
expenses of, or payable by, Parent or Purchaser in connection with the Merger or the Transaction Financing (such amount, the
“Required Payment Amount”)).

(b) Parent has delivered to the Company true, complete and correct copies of executed commitment
letters and the executed fee letters related thereto (collectively, the “Commitment Letter”), and executed Engagement Letters (as
defined below) related thereto (provided, that such fee letters and Engagement Letters may be redacted in customary form), in each
case, from the financial institutions identified therein (together with any other Person (other than Parent, Purchaser or any of their
Affiliates) party to any commitment letters, engagement letters, joinder agreements, indentures or credit agreements entered
pursuant to in connection with the Transaction Financing or Available Transaction Financing, together with their respective
Affiliates and their respective officers, employees, directors, equityholders, partners, controlling parties, advisors, agents and
representatives and their successors and assigns, the “Financing Sources”), pursuant to which, upon the terms and subject to the
conditions set forth therein, the Financing Sources have committed to lend the amounts set forth therein for the purpose of funding
the transactions contemplated by this Agreement (the “Transaction Financing”).

(c) Other than as expressly set forth in the Commitment Letter, there are no other agreements, side
letters, arrangements or understandings (except for customary fee credit letters and customary engagement letters with respect to
debt securities that may form part of the Transaction Financing (the “Engagement Letters”), in each case associated with the
Transaction Financing, each of which does not (i) impair the enforceability of the Commitment Letter, (ii) reduce the aggregate
amount of the Transaction Financing or (iii) impose new or additional (or adversely expand, modify or
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amend any of the existing) conditions precedent to the Transaction Financing) relating to the financing of the Required Payment
Amount. There are no conditions precedent or other contingencies related to the funding of the full amount of the Transaction
Financing, except as set forth in the Commitment Letter in the form so delivered to the Company as of the date hereof.

(d) As of the date hereof, the Commitment Letter in the form so delivered to the Company is in full
force and effect and represents the legally valid and binding obligation of Parent and Purchaser, as applicable, and, to the
Knowledge of Parent, each of the other parties thereto, enforceable in accordance with its terms, subject to the Enforceability
Exceptions. As of the date hereof, the Commitment Letter has not been withdrawn, rescinded or terminated or otherwise amended,
restated, modified or waived in any respect and, to the Knowledge of Parent, no such withdrawal, rescission, termination,
amendment, restatement, modification or waiver (other than any amendment, restatement, modification or waiver that is permitted
under Section 6.16(a)) is contemplated. Parent and Purchaser are not in breach of any of the terms or conditions set forth in the
Commitment Letter and, as of the date hereof, to the Knowledge of Parent, no event has occurred which, with or without notice,
lapse of time or both, would reasonably be expected to constitute a breach, default or failure to satisfy any condition precedent set
forth therein. As of the date hereof, no Financing Source has notified Parent or Purchaser of its intention to terminate the
Commitment Letter or not to provide the full amount of the Transaction Financing. All fees or other amounts required to be paid
under the Commitment Letter or otherwise in connection with the Transaction Financing have been paid in full or, if not yet due,
will be duly paid in full when due.

Section 5.7    Litigation. As of the date hereof, there are no Legal Actions pending or, to the Knowledge of Parent,
threatened against Parent or any of its Subsidiaries that would have a Parent Material Adverse Effect. As of the date hereof, there
are no Orders outstanding against Parent or any of its Subsidiaries that would have a Parent Material Adverse Effect.

Section 5.8    Absence of Arrangements with Management. Other than this Agreement, as of the date hereof, there
are no (and have not been any) Contracts, discussions or other understandings between Parent or Purchaser or any of their
Subsidiaries, on the one hand, and any member of the Company’s (or its Subsidiaries’) management or the Company Board (or any
board of directors or equivalent managerial body of its Subsidiaries), on the other hand, relating to such persons employment,
consulting or other similar relationships with Parent, Purchaser, or any of their Subsidiaries (including the Surviving Company and
its Subsidiaries following the Acceptance Time).

Section 5.9    Brokers. The Company will not be responsible for any brokerage, finder’s or other fee or commission
to any broker, finder or investment banker in connection with the Transactions based on arrangements made on or before the date
hereof by or on behalf of Parent or Purchaser, other than any such fee that is conditioned upon consummation of the Merger.
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Section 5.10    Information Supplied. None of the information supplied or to be supplied by or on behalf of Parent or
Purchaser for inclusion or incorporation by reference in the Schedule 14D-9 (including any amendments or supplements thereto)
will, at the time the Schedule 14D-9 (or any amendment or supplement thereto) is filed with the SEC or at the time the Schedule
14D-9 (or any amendment or supplement thereto) is first published, sent or given to the stockholders of the Company, contain any
untrue statement of a material fact or omit to state any material fact required to be stated therein or necessary to make the
statements therein, in light of the circumstances under which they are made, not misleading. The Offer Documents (including any
amendment or supplement thereto) will comply as to form in all material respects with the requirements of the Exchange Act and
will not, at the time filed with the SEC and at the time first published, sent or given to the stockholders of the Company, contain
any untrue statement of a material fact or omit to state any material fact required to be stated therein or necessary in order to make
the statements therein, in light of the circumstances under which they are made, not misleading. Notwithstanding the foregoing,
Parent and Purchaser make no representation or warranty with respect to statements made or incorporated by reference therein
based on information supplied by or on behalf of the Company or any Affiliates thereof for inclusion or incorporation by reference
in the Offer Documents.

Section 5.11    Non-Reliance on Company Estimates, Projections, Forecasts, Forward-Looking Statements and
Business Plans. In connection with the due diligence investigation of the Company by Parent and Purchaser, Parent and Purchaser
have received and may continue to receive from the Company certain estimates, projections, forecasts and other forward-looking
information, as well as certain business and strategic plan information, regarding the Company and its Subsidiaries and their
respective businesses and operations. Parent and Purchaser hereby acknowledge that there are uncertainties inherent in attempting
to make such estimates, projections, forecasts and other forward-looking statements, as well as in such business and strategic plans,
with which Parent and Purchaser are familiar, that Parent and Purchaser are making their own evaluation of the adequacy and
accuracy of all estimates, projections, forecasts and other forward-looking information, as well as such business plans, so furnished
to them (including the reasonableness of the assumptions underlying such estimates, projections, forecasts, forward-looking
information or business plans) and, except in respect of willful and intentional fraud, each of Parent and Purchaser will have no
claim against the Company or any of its Subsidiaries, or any of their respective Representatives, with respect thereto, except
pursuant to the express terms of this Agreement on account of a breach of any of the representations or warranties of the Company
contained in Article IV.

Section 5.12    Independent Investigation. Parent and Purchaser each acknowledges that it and its Representatives
have received access to books and records, facilities, equipment, Contracts and other assets of the Company, and that it and its
Representatives have had the opportunity to meet with the management of the Company and to discuss the business and assets of
the Company. Parent and Purchaser hereby acknowledge (each for itself and on behalf of its Subsidiaries and Representatives) that
it has conducted, to its satisfaction, an investigation of the business, operations, assets and
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financial condition of the Company and its Subsidiaries and, in making its determination to proceed with the Transactions, each of
Parent, Purchaser and their respective Affiliates and Representatives have relied on the representations and warranties expressly set
forth in Article IV and on the results of such investigation.

Section 5.13    No Other Company Representations and Warranties. Parent and Purchaser each acknowledges that it
and its Representatives have received access to books and records, facilities, equipment, Contracts and other assets of the Company,
and that it and its Representatives have had the opportunity to meet with the management of the Company and to discuss the
business and assets of the Company. Parent and Purchaser acknowledge that, except for the representations and warranties made by
the Company in Article IV and representations and warranties contained in any letter of transmittal, offer acceptance or related
document that, in each case, comprises part of the Offer Documents or the documents delivered in connection with the Merger
pursuant to Article III, neither the Company nor any of its Subsidiaries, directors, officers, employees or stockholders has made any
other express or implied representation or warranty with respect to the Company or any of its Subsidiaries or their respective
businesses, operations, properties, assets, liabilities, condition (financial or otherwise) or prospects, or any information related
thereto, including any estimates, projections, forecasts and other forward-looking information or business and strategic plan
information regarding the Company and its Subsidiaries.

ARTICLE VI

COVENANTS

Section 6.1    Conduct of Business of the Company. From and after the date of this Agreement and prior to the
earlier of the Effective Time or the termination of this Agreement pursuant to Article VIII, except as expressly required or
expressly permitted by this Agreement, as set forth in Section 6.1 of the Company Disclosure Letter, as required by applicable Law,
Order or to comply with any requirement of any Governmental Authority, or with the prior written consent of Parent (such consent
not to be unreasonably withheld, delayed or conditioned), the Company shall, and shall cause each of its Subsidiaries to, use
reasonable best efforts to (i) conduct its business and operations in the ordinary course of business consistent with past practice, and
efforts, (ii) preserve substantially intact its business organization, (iii) preserve its material assets, and (iv) preserve positive
business relationships with its material customers, suppliers, licensors, licensees, distributors, wholesalers and employees. Without
limiting the generality of the foregoing, and except as otherwise expressly required or expressly permitted by this Agreement, as set
forth in Section 6.1 of the Company Disclosure Letter, or as otherwise required by applicable Law, Order or to comply with any
requirement of any Governmental Authority, from and after the date of this Agreement and prior to the earlier of the Effective Time
or the termination of this Agreement pursuant to Article VIII, the Company shall not, and shall cause each of its Subsidiaries not to,
take any of the following actions, without the prior written consent of Parent (such consent not to be unreasonably withheld,
delayed or conditioned):
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(a) Organizational Documents. Amend any of the Company Organizational Documents;

(b) Dividends. Make, declare, set aside or pay any dividend or distribution on any shares of its capital
stock, other than dividends and distributions by wholly-owned Subsidiaries of the Company;

(c) Capital Stock. (i) Adjust, split, combine or reclassify its capital stock, (ii) redeem, purchase, settle
or otherwise acquire, directly or indirectly, any shares of its capital stock or equity securities or any securities convertible or
exchangeable into or exercisable for any shares of its capital stock or equity securities or Alternative Interests, (iii) grant any Person
any right, warrant or option to acquire any shares of its capital stock, equity securities or Alternative Interests or any securities
convertible or exchangeable into or exercisable for any shares of its capital stock or equity securities or Alternative Interests or
(iv) issue, deliver or sell any additional shares of its capital stock, equity securities or Alternative Interests or any securities
convertible or exchangeable into or exercisable for any shares of its capital stock, equity securities or Alternative Interests (other
than pursuant to (x) the exercise of the Company Options and (y) the vesting of Company Equity Awards (other than Company
Options));

(d) Compensation and Benefits. (i) Increase the compensation or benefits payable or to become
payable to any current or former employee or any directors or officers or other service providers, other than increases in base salary
in the ordinary course of business for promoted employees with annual base salaries of less than $100,000 prior to any such
increase, (ii) grant or increase any severance or termination pay to any employee of the Company or any directors or officers other
than as mandated by contract or pursuant to the Company’s policies, in either case as set forth or described on Section 4.15(a) of
the Company Disclosure Letter and in effect prior to the date of this Agreement, (iii) renew or enter into or amend any new
employment, change in control, retention, severance arrangement or similar agreement or arrangement providing for compensation
with any employee of the Company or any directors or officers or any future employee, (iv) establish, adopt, enter into, amend,
alter a prior interpretation of or terminate any Company Benefit Plan or any other employee benefit plan, incentive plan, trust, fund,
agreement, policy, arrangement or program for the benefit of any current or former employees, directors, officers or other service
providers, (v) enter into any collective bargaining agreement or other agreement with any labor organization, works council, trade
union, labor association or other employee representative, (vi) implement any facility closings or employee layoffs that do not
comply with the WARN Act or implement any employee layoffs or reductions in force in violation of the WARN Act, (vii) take any
action to accelerate the vesting, payment or funding of any compensation or benefits to any current or former employee or any
directors or officers, (viii) hire or terminate any employee with a base salary that is greater than or equal to $100,000, other than a
termination for “cause” or take or omit to take any action that could cause any employee or service provider of the Company to
have “good reason” (as defined in the applicable Company Benefit Plan) to terminate such individual’s employment or service with
the Company, except, in each case: (A) to the extent required by applicable Law, this Agreement or any Company Benefit Plan in
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effect on the date of this Agreement or (B) to comply with Section 409A of the Code and guidance applicable thereunder;

(e) Acquisitions. Acquire (by merger, consolidation, acquisition of equity interests or assets, or
otherwise) any interest in any business or any corporation, partnership, limited liability company, joint venture, trust or other
business organization or division or assets thereof (other than acquisitions of assets by the Company or its Subsidiaries in the
ordinary course of business consistent with past practice), except for any such transaction which is between the Company and any
of its wholly-owned Subsidiaries or between any such wholly-owned Subsidiaries of the Company;

(f) Capital Expenditures. Make, authorize or commit to make, any capital expenditures, including, but
not limited to, expenditures related to information technology, other than expenditures not to exceed $1,000,000 in the aggregate
plus the express expenditures set forth on Section 6.1(f) of the Company Disclosure Letter;

(g) Plan of Reorganization. Adopt any voluntary plan or voluntary agreement of complete or partial
liquidation, dissolution, merger, consolidation, restructuring or other reorganization of the Company or any of its Subsidiaries;

(h) Dispositions. Sell, lease, license, transfer, pledge, encumber, grant or dispose of any Company
Assets, including the capital stock of Subsidiaries of the Company, other than (i) the sale of inventory in the ordinary course of
business consistent with past practice, (ii) the disposition of used, obsolete or excess equipment in the ordinary course of business
consistent with past practice, (iii) any Permitted Liens or (iv) pursuant to any Material Contract existing and in effect as of the date
hereof;

(i) Intellectual Property. Omit to take any reasonable action necessary to maintain or renew any
material Owned Intellectual Property;

(j) Material Contracts. (i) Enter into any Contract that would, if entered into prior to the date hereof,
be a Material Contract, or (ii) modify or amend, in any material respect, or terminate any Material Contract or waive, release or
assign any material rights or claims thereunder, except in each case in the ordinary course of business consistent with past practice
and so long as such Contract (or modification or amendment thereof) does not commit the Company or its Subsidiaries to any
obligation (1) greater than one year in duration, (2) granting any exclusive arrangement or similar restrictive operating obligations
to a third party, (3) does not require payments by the Company or its Subsidiaries in excess of $500,000; provided that no such
Contract shall (x) license any Intellectual Property of the Company or any of its Subsidiaries to any third party or (y) create any
arrangement between the Company and its Subsidiaries, on the one hand, and any third-party, on the other hand, with regard to
collaboration, co-promotion, strategic alliance, or brand ambassadorship;
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(k) New Lines of Business. Enter into any new line of business outside the businesses being
conducted by the Company and its Subsidiaries on the date hereof;

(l) Indebtedness; Guarantees. Incur, assume or guarantee (other than guarantees between the Company
and any wholly-owned Subsidiary of the Company) any new indebtedness or issue or sell any debt securities representing
indebtedness for borrowed money or other rights to acquire any debt securities (directly, contingently or otherwise), other than
(i) revolving loans under the Company’s Revolving Credit Facility in the ordinary course of business consistent with past practice
not to exceed $1,000,000 in the aggregate or (ii) performance bonds, letters of credit or hedging arrangements entered into in the
ordinary course of business consistent with past practice. Redeem, repurchase or prepay (other than prepayments of the Company’s
Revolving Credit Facility in the ordinary course of business consistent with past practice) any indebtedness for borrowed money or
any debt securities representing indebtedness for borrowed money;

(m) Loans. Make any loans or advances to or investments in any Person or waive, cancel or release
any amounts owed to the Company or any of its Subsidiaries, other than loans or advances (i) by the Company to any of its wholly-
owned Subsidiaries, (ii) by any of the Company’s wholly-owned Subsidiaries to another wholly-owned Subsidiary of the Company
or (iii) by the Company or any of its Subsidiaries to any officers, directors or employees in accordance with any indemnification or
exculpation obligations of the Company and its Subsidiaries existing prior to the date of this Agreement with respect thereto;

(n) Accounting. Change its accounting methods, principles, policies or procedures or payment or
collection of accounts, other than as required by GAAP or applicable Law;

(o) Legal Actions. Subject to Section 6.13, waive, release, assign, settle, commence (other than in the
case of any Legal Action brought to enforce the rights of the Company and its Subsidiaries pursuant to this Agreement) or
compromise any Legal Actions, other than, in each case, the settlement or compromise of Legal Actions solely in respect of
monetary damages which do not exceed $100,000;

(p) Insurance. Fail to use reasonable best efforts to maintain in effect the material insurance policies of
the Company and its Subsidiaries of substantially the same coverage and amounts and on terms and conditions not less
advantageous, in the aggregate, to the insured as currently maintained by Company and its Subsidiaries;

(q) Stores. Except as expressly provided for in any Contracts entered into between the Company and
its Subsidiaries, on the one hand, and any third party, on the other hand, prior to the date hereof, and listed on Schedule 6.1(q), open
or commit to open any new stores or similar retail location or close any stores or similar retail location.
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(r) Taxes. Make or change any material Tax election, adopt or change any material method of Tax
accounting, amend any material Tax Return, settle or compromise any material Tax claim, enter into any closing agreement or
consent to any extension or waiver of a statute of limitations applicable to any claim for material Taxes; or

(s) Related Actions. Agree, authorize or commit to do any of the foregoing.

Any action expressly permitted to be taken by the Company or its Subsidiaries under any one clause of this Section 6.1 shall not
result in a violation of any other clauses of this Section 6.1. Nothing contained in this Agreement shall give Parent or Purchaser,
directly or indirectly, rights to control or direct the operations of the Company or any of its Subsidiaries before the Effective Time.
Before the Effective Time, the Company shall, consistent with the terms and conditions of this Agreement, exercise complete
control and supervision over the operations of the Company and its Subsidiaries.

Section 6.2    Conduct of Business of Parent. Parent shall not, and shall not permit any of its Subsidiaries to, without
the prior written consent of the Company (such consent not to be unreasonably withheld, delayed or conditioned), undertake or
agree to undertake any acquisition of any interest (including through the purchase of a material portion of the business assets) in
any business or any corporation, partnership, limited liability company, joint venture, trust or other business organization or
division thereof that would reasonably be expected to materially increase the risk of not obtaining, any Governmental
Authorization necessary to consummate the Transactions or the expiration or termination of any waiting period under applicable
Law.

Section 6.3    Access to Information; Confidentiality.

(a) Subject to applicable Law, between the date of this Agreement and the earlier of the Effective
Time or the termination of this Agreement pursuant to Article VIII, upon reasonable advance notice, the Company shall, and shall
cause its Subsidiaries to, (i) provide to Parent and its Representatives access during normal business hours of the Company and
upon prior notice to the officers, employees, properties, books and records (including Tax Returns and information relating to
Taxes) of the Company and its Subsidiaries (other than any of the foregoing that relate to the negotiation and execution of this
Agreement, the process that led to the negotiation and execution of this Agreement or, subject to the disclosure requirements set
forth in Section 6.4, to any Takeover Proposal) and (ii) furnish promptly such information concerning officers, employees,
properties, books and records (including Tax Returns and information relating to Taxes) of the Company and its Subsidiaries as
Parent may reasonably request; provided, that any such access shall be conducted at Parent’s expense, at a reasonable time, under
the supervision of appropriate personnel of the Company or its applicable Subsidiaries and in such a manner as not to interfere
unreasonably with the normal business or operations of the Company or any of its Subsidiaries. Nothing herein shall require the
Company or any of its Subsidiaries to disclose any information to the extent such disclosure (A) would reasonably be expected
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to result in a waiver of attorney-client privilege, work product doctrine or similar privilege or (B) would reasonably be expected to
violate any applicable Law or fiduciary duties of such party; provided, further, that information shall be disclosed subject to
execution of a joint defense agreement in customary form, and disclosure may be limited to external counsel for Parent, to the
extent that the Company determines in good faith with its outside counsel doing is reasonably expected to be required for the
purpose of complying with applicable Laws or preparing any filing or submission with a Governmental Authority relating to the
Transactions and in connection with any investigation, litigation or other inquiry by or before a Governmental Authority relating to
the Transactions (including any proceeding initiated by a private Person).

(b) No information or knowledge obtained by Parent or Purchaser pursuant to this Section 6.3, Section
6.4 or otherwise shall affect or be deemed to amend, waive or modify any representation, warranty, covenant or agreement
contained herein, the conditions to the obligations of the parties to consummate the Transactions in accordance with the terms and
provisions hereof or otherwise prejudice in any way the rights and remedies of Parent or Purchaser hereunder, nor shall any such
information, knowledge or investigation be deemed to affect or modify Parent’s or Purchaser’s reliance on the representations,
warranties, covenants and agreements made by the Company in this Agreement.

(c) Parent and the Company shall comply with, and shall cause their respective Representatives to
comply with, all of their respective obligations under the Confidentiality Agreement, dated January 7, 2017 (the “Confidentiality
Agreement”), between Parent and the Company with respect to the information disclosed under this Section 6.3 and otherwise
pursuant to this Agreement, with such obligations thereunder being deemed to survive until the Effective Time.

(d) Nothing contained in this Agreement shall give Parent or its Affiliates, directly or indirectly, rights
to conduct or cause to be conducted any environmental investigation of the current or former operations or facilities of the
Company or any of its Subsidiaries without the prior written consent of the Company in its sole discretion.

Section 6.4    No Solicitation.

(a) At all times during the period commencing with the execution and delivery of this Agreement and
continuing until the earlier to occur of the termination of this Agreement pursuant to Article VIII and the Acceptance Time, and
except as permitted by Section 6.4(b), the Company shall not, and shall cause any of its Subsidiaries and its and their respective
officers and directors, and shall use its reasonable best efforts to cause their respective Representatives not to, directly or indirectly,
(i) solicit, initiate, facilitate or knowingly encourage any inquiries regarding, or the making of any proposal or offer that constitutes,
or could reasonably be expected to lead to, a Takeover Proposal, (ii) enter into or participate in any discussions with (including
through the providing of access or non-public information relating to the Company) any Person regarding a Takeover Proposal
(other than to state that the Company is not
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permitted to have discussions) or (iii) execute or enter into any Contract relating to, arising from or providing for a Takeover
Proposal (other than an Acceptable Confidentiality Agreement entered into in accordance with this Section 6.4). The Company
shall, and shall cause any of its Subsidiaries and its and their respective officers and directors, and shall use its reasonable best
efforts to cause their respective Representatives to, immediately cease any direct or indirect solicitation, discussions or negotiations
with any Persons with respect to any Takeover Proposal, including immediately withdrawing access to any “data room” that was
established on or prior to the date of this Agreement in connection with the Transactions, and requesting the return or destruction of
all non-public information of the Company or any of its Subsidiaries previously furnished or made available to any Person (other
than Parent and its Representatives) in connection with a potential Takeover Proposal. Without limiting the foregoing, any violation
of the restrictions on the Company set forth in this Section 6.4 by any Affiliate or Representative of the Company or any of its
Subsidiaries (substituting such Affiliate and Representative for the Company in each of the covenants set forth in this Section 6.4
when determining such violation) shall be deemed a breach of this Section 6.4 by the Company.

(b) Notwithstanding Section 6.4(a), but without limiting the actions permitted by Section 6.4(a), prior
to the Acceptance Time, following the receipt by the Company of a bona fide written Takeover Proposal, which did not result from
a breach of Section 6.4, (i) the Company Board shall be permitted to participate in discussions regarding such Takeover Proposal
solely to clarify the terms of such Takeover Proposal and (ii) if the Company Board determines in good faith, after consultation
with its outside legal and financial advisors, that such Takeover Proposal constitutes or would reasonably be expected to lead to a
Superior Proposal, then the Company may, in response to such Takeover Proposal following prior written notice to Parent,
(x) furnish non-public information with respect to the Company and any of its Subsidiaries to the Person who has made such
Takeover Proposal pursuant to an Acceptable Confidentiality Agreement between the parties, so long as any non-public
information provided under this clause (x) has previously been provided to Parent or is provided to Parent prior to or concurrently
with the time it is provided to such Person, and (y) participate in discussions and negotiations regarding such Takeover Proposal.
Notwithstanding anything herein to the contrary, the Company Board shall, after consultation with its outside legal advisers, be
entitled to waive or release any preexisting explicit or implicit standstill provisions or similar agreements with any Person or group
of Persons if the Company Board determines in good faith that any failure to do so would be reasonably likely to be a violation of
its fiduciary duties under applicable Law. Except as permitted by the foregoing sentence, the Company shall seek to enforce any
preexisting explicit or implicit confidentiality or standstill provisions or similar agreements with any Person or group of Persons.

(c) From and after the date of this Agreement until the Acceptance Time or the termination of this
Agreement in accordance with Article VIII, the Company shall promptly (but in any event within 48 hours) (i) advise Parent orally
and in writing of the receipt of any Takeover Proposal, or any inquiry or request that could reasonably be expected to lead to a
Takeover Proposal specifying the material
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terms and conditions thereof (including a written copy thereof and all materials related thereto, if any) and the identity of the party
making such Takeover Proposal, (ii) keep Parent reasonably informed of all material developments affecting the status and terms of
any such Takeover Proposal, inquiry or request and (iii) provide Parent with any written communications or documentation relating
to any such Takeover Proposal inquiry or request, including any material revisions thereto or to any proposed agreement. Neither
the Company nor any Subsidiary thereof will enter into any agreement with any Person subsequent to the date of this Agreement
which prohibits the Company from providing any information to Parent in accordance with this Section 6.4(c).

(d) Except as set forth in Section 6.4(e) or Section 6.4(f), the Company Board shall not, directly or
indirectly (including not publicly proposing to or otherwise resolving to do any of the following) (i)(A) withdraw, modify or amend
the Company Board Recommendation in any manner adverse to Parent, or publicly propose to do any of the foregoing,
(B) approve, endorse or recommend a Takeover Proposal or submit any Takeover Proposal to a vote of the stockholders of the
Company, (C) approve, recommend or allow the Company to enter into a Contract relating to a Takeover Proposal (other than an
Acceptable Confidentiality Agreement in compliance with this Section 6.4), (D) withhold, adversely qualify or modify or fail to
include the Company Board Recommendation in the Schedule 14D-9 when disseminated to the Company’s stockholders or
(E) following the commencement of any tender or exchange offer relating to securities of the Company (other than the Offer) or
public announcement of a Takeover Proposal, fail to issue a press release publicly announcing within ten (10) Business Days of
such commencement or announcement that the Company recommends rejection of such tender or exchange offer or Takeover
Proposal and, at the request of Parent, expressly reaffirming the Company Board Recommendation (any action described in this
clause (i) (even if permitted by Section 6.4(e) or Section 6.4(f)) being referred to as an “Adverse Recommendation Change”) or
(ii) approve or recommend or enter into, any Contract, letter of intent, or memorandum of understanding with respect to any
Takeover Proposal, other than an Acceptable Confidentiality Agreement in compliance with this Section 6.4 (an “Alternative
Acquisition Agreement”) or authorize, resolve or publicly propose to take any such action.

(e) Notwithstanding Section 6.4(d), the Company Board may, at any time prior to the Acceptance
Time and in response to a Superior Proposal received by the Company Board after the date of this Agreement, make an Adverse
Recommendation Change or terminate this Agreement pursuant to Article VIII to enter into an Alternative Acquisition Agreement,
but only if:

(i) the Company shall have (A) provided to Parent at least five (5) Business Days’ prior
written notice, which shall state expressly (1) that the Company Board has determined in good faith after consultation with its
financial advisors and outside legal counsel, that it has received a Superior Proposal, (2) the material terms and conditions of the
Superior Proposal (including the Person making such proposal), and shall have contemporaneously provided a copy of the
Alternative Acquisition Agreement and all other material documents related to the Superior Proposal (it being understood and
agreed that any amendment to the financial terms or
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any other material term or condition of such Superior Proposal shall require a new notice and a new three (3) Business Day
period) and (3) that, subject to clause (iii) below, the Company Board has determined to effect an Adverse Recommendation
Change or to terminate this Agreement in order to enter into the Alternative Acquisition Agreement, as applicable, (B) prior to
making such an Adverse Recommendation Change or terminating this Agreement, to the extent requested by Parent in good faith,
engaged in good faith negotiations with Parent during such applicable notice period to amend this Agreement in such a manner
that the Alternative Acquisition Agreement ceases to constitute a Superior Proposal; and

(ii) the Company Board shall have determined, in good faith, after consultation with its
financial advisors and outside legal counsel, that, in light of such Superior Proposal and taking into account all written or oral
information, opinions or analyses submitted by or on behalf of Parent and any revised terms proposed by Parent, such proposal
continues to constitute a Superior Proposal.

(f) Notwithstanding anything to the contrary set forth in Section 6.4(c), upon the occurrence of any
Intervening Event, the Company Board may, at any time prior to the Acceptance Time, make an Adverse Recommendation
Change, only if all of the following conditions are met:

(i) the Company shall have (A) provided to Parent five (5) Business Days’ prior written notice,
which shall (1) set forth in reasonable detail information describing the Intervening Event and the rationale for the Adverse
Recommendation Change (and shall have contemporaneously provided all material documents related to the Intervening Event (it
being understood and agreed that change in such Intervening Event shall require a new notice and a new three (3) Business Day
period) and (2) state expressly that, subject to clause (ii) below, the Company Board has determined in good faith after
consultation with its financial advisors and outside legal counsel, it would be a violation of the directors’ fiduciary duties to fail to
effect an Adverse Recommendation Change and (B) prior to making such an Adverse Recommendation Change, to the extent
requested by Parent in good faith, engaged in good faith negotiations with Parent during such applicable notice period to amend
this Agreement in such a manner that the failure of the Company Board to make an Adverse Recommendation Change in
response to the Intervening Event in accordance with clause (ii) below would no longer reasonably be expected to be a violation
of the directors’ fiduciary duties under applicable Law; and

(ii) the Company Board shall have determined in good faith, after consultation with its outside
legal counsel, that in light of such Intervening Event and taking into account any revised terms proposed by Parent, the failure to
make an Adverse Recommendation Change would be a violation of the directors’ fiduciary duties under applicable Law.

(g) Nothing contained in this Agreement shall prohibit the Company from complying with Rules 14a-
9, 14d-9, 14e-2 and Item 1012(a) of Regulation M-A promulgated under the Exchange Act, or from issuing a “stop, look and
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listen” statement pending disclosure of its position thereunder or making any required disclosure to the Company’s stockholders if,
in the good faith judgment of the Company Board, after consultation with its outside legal counsel, the failure to do so would be
inconsistent with its fiduciary duties under applicable Law or such disclosure is otherwise required under applicable Law. For the
avoidance of doubt, in no event shall the issuance of a “stop, look and listen” statement (or other similar statement pursuant to any
requirement of applicable Law) constitute a change, withdrawal, modification or amendment of the Company Board
Recommendation under this Agreement.

(h) Neither Parent nor Purchaser, nor any of their respective Affiliates or Representatives shall make,
propose or enter into any formal or informal arrangements or understandings (whether or not binding) with any Person, or have any
discussions or other communications with any other Person (other than Parent’s and Purchaser’s respective Affiliates and
Representatives), in any such case with respect to any Takeover Proposal involving the Company.

Section 6.5    Employees; Benefit Plans.

(a) For a period of one year following the Closing Date (or, if earlier, until the date of termination of
the relevant employee) (the “Continuation Period”), Parent shall, or shall cause the Surviving Corporation or any of their respective
Subsidiaries to, provide to each individual who, immediately prior to the Effective Time, is an employee of the Company and its
Subsidiaries and who continues in such capacity immediately following the Effective Time (each, a “Continuing Employee”)
(i) base salary or hourly wage rate that is no less favorable than the base salary or hourly wage rate, as applicable, provided to the
Continuing Employee immediately prior to the Effective Time, (ii) short-term (annual or more frequent) cash bonus or commission
opportunity and other compensation (including equity and equity-based awards) that are no less favorable in the aggregate than
those provided to the Continuing Employee immediately prior to the Effective Time and (iii) benefits that are substantially
comparable, in the aggregate to those provided to similarly situated employees of Parent or its Subsidiaries, provided that providing
for such Continuing Employee to continue to participate in Company Benefit Plans as in effect immediately prior to the Effective
Time shall satisfy this clause (iii) (it being understood that participation in the Parent benefit plans may commence at different
times with respect to each Parent benefit plan as determined by Parent in its sole discretion).

(b) Parent shall, or shall cause the Surviving Corporation and each of their respective Subsidiaries and
Affiliates to, honor all Company Benefit Plans (including all severance, change of control and similar plans and agreements) to
Continuing Employees in accordance with their terms as in effect immediately prior to the Effective Time, subject to any
amendment or termination thereof that may be permitted by such Company Benefit Plans and except as provided herein. Except as
explicitly set forth in this Agreement (including the other provisions of this Section 6.5), following the Effective Time, Parent and
the Surviving Corporation are not required to maintain any benefit plan or agreement. Parent acknowledges and agrees that the
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consummation of the Closing shall constitute a change in control of the Company for purposes of the Company Benefit Plans and
any awards thereunder.

(c) 2017 Annual Incentive Plan. Notwithstanding any permitted amendment, termination or discretion
applicable to the Company’s 2017 Annual Incentive Plan, Parent agrees to, and agrees to cause the Surviving Corporation and each
of their respective Subsidiaries and Affiliates to, to the extent not already paid prior to Closing, pay bonuses to Continuing
Employees under the 2017 Annual Incentive Plan in respect of calendar year 2017 (“2017 Bonuses”) in an amount equal to the
target 2017 Bonus applicable to such Continuing Employee. The 2017 Bonuses shall be paid by the Surviving Corporation at the
time or times that the 2017 Bonuses would normally be paid by the Company, but in no event later than March 15, 2018, subject to
such Continuing Employee’s continued employment through the date that 2017 Bonuses are paid; provided, however, that any
Continuing Employee whose employment is terminated without “Cause” or who voluntary resigns with “Good Reason” (each, as
defined in the Company’s 2013 Stock Incentive Plan) on or following the Closing Date and prior to the 2017 Bonus payment date
(each, a “Qualifying Termination”) shall be entitled to receive his or her 2017 Bonus, payable as soon as reasonably practicable
following the date of such Qualifying Termination.

(d) Parent shall, and shall cause the Surviving Corporation to, honor the Company’s retention program
providing for retention payments to certain Continuing Employees set forth on Section 6.5(d) of the Company Disclosure Letter in
connection with the provision of services relating to the Transactions to such Continuing Employees and on the terms as set forth
on Section 6.5(d) of the Company Disclosure Letter (the “Retention Program”). Following the Effective Time, the Surviving
Corporation and/or Parent shall pay or cause to be paid such retention payments pursuant to the terms of the Retention Program.

(e) Notwithstanding anything in Section 6.5 to the contrary, for the later of the duration of the
Continuation Period or the remaining term of any individual employment, severance or separation agreement that is in effect
immediately prior to the Effective Time (each an “Individual Severance Agreement”), Parent shall, or shall cause the Surviving
Corporation or their respective Affiliates to, provide each Employee who suffers a termination of employment under circumstances
that would have given the Employee a right to severance payments and benefits under the Company’s or any of the Company’s
Subsidiaries’ severance policy (each, a “Company Severance Plan”) or Individual Severance Agreement with severance payments
and benefits no less favorable than those that would have been provided to such Continuing Employee under any Company
Severance Plan. Without limiting the generality of the foregoing, Parent shall, and shall cause the Surviving Corporation to, for no
longer than the Continuation Period, honor the Company’s additional severance program for the Company Employees specified on,
and in accordance with the terms as set forth on, Section 6.5(e) of the Company Disclosure Letter.

(f) For all purposes under all employee benefit plans of Parent, the Surviving Corporation and their
respective Subsidiaries and Affiliates providing
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benefits to any Continuing Employee after the Effective Time (the “New Plans”), each Continuing Employee shall receive full
credit for such Continuing Employee’s years of service with the Company and its Subsidiaries before the Effective Time (including
predecessor or acquired entities or any other entities for which the Company and its Subsidiaries have given credit for prior
service), to the same extent as such Continuing Employee was entitled, prior to the Effective Time, to credit for such service under
any similar or comparable Company Benefit Plan (except with respect to accruals under a defined benefit pension plan or any plan
or arrangement that provides retiree medical benefits, or to the extent such credit would result in a duplication of accrual of
benefits). In addition, where applicable, and without limiting the generality of the foregoing, subject to (A) Parent receiving all
information necessary with respect to the Continuing Employees and (B) any required approval of the applicable insurer, which
Parent agrees to use or cause the Surviving Corporation or any Subsidiaries or Affiliates to use, reasonable best efforts to obtain:
(i) at the Effective Time, each Continuing Employee immediately shall be eligible to participate, without any waiting time, in each
New Plan to the extent such waiting time was satisfied under a similar or comparable Company Benefit Plan in which such
Continuing Employee participated immediately before the Effective Time (such plans, collectively, the “Old Plans”); (ii) Parent
shall cause all pre-existing condition exclusions or limitations and actively-at-work requirements of each New Plan that is a health
plan to be waived or satisfied for such Continuing Employee and his or her covered dependents to the extent waived or satisfied
under the analogous Old Plan as of the Effective Time; and (iii) for the plan year in which the Effective Time occurs Parent shall
cause all eligible expenses incurred by each Continuing Employee and his or her covered dependents during the portion of the plan
year of the Old Plan ending on the date such Continuing Employee’s participation in the corresponding New Plan begins to be
taken into account under such New Plan for purposes of satisfying all deductible, coinsurance and maximum out-of-pocket
requirements applicable to such Continuing Employee and his or her covered dependents for the applicable plan year as if such
amounts had been paid in accordance with such New Plan.

(g) With respect to any accrued but unused paid time off to which any Continuing Employee is
entitled pursuant to the paid time off policy applicable to such Continuing Employee immediately prior to the Effective Time,
Parent shall, or shall cause the Surviving Corporation or any of their respective Subsidiaries or Affiliates to, (i) allow such
Continuing Employee to use such accrued paid time off in accordance with the terms of the Company’s paid time off policy
provided to Parent prior to the date hereof and (ii) if any Continuing Employee’s employment terminates during the Continuation
Period under circumstances entitling the Continuing Employee to severance pay under a Company Severance Plan, pay the
Continuing Employee, in cash, an amount for a number of days of paid time off calculated as follows: (A) the number of accrued
days of paid time off to which the Continuing Employee is entitled as of the date of such termination, and (B) reducing this number
by the number of days of paid time off actually used by the Continuing Employee prior to the date of termination.

(h) If requested by Parent in writing delivered to the Company not less than ten (10) Business Days
before the Closing Date, the Company Board (or the appropriate committee thereof) shall adopt resolutions and take such corporate
action as
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is necessary to terminate the Company’s 401(k) plan (the “Company 401(k) Plan”), effective as of the day prior to the Closing
Date. To the extent the Company 401(k) Plan is terminated pursuant to Parent’s request, the Continuing Employees shall be eligible
to participate in a 401(k) plan maintained by Parent or any of its Subsidiaries as soon as reasonably practicable following the
Closing Date, and shall be entitled to effect a direct rollover of their account balances (including any outstanding loans) to such
401(k) plan maintained by Parent or its Subsidiaries.

(i) Nothing in this Section 6.5, whether express or implied, shall: (i) confer upon any current or former
employee of the Company, Parent, the Surviving Corporation or any of their respective Subsidiaries or Affiliates (including any
Continuing Employee), the right to employment or continued employment or any term or condition of employment for any
specified period, of any nature or kind whatsoever, or restrict the ability of Parent, the Surviving Corporation or any of their
respective Subsidiaries or Affiliates to terminate the employment or service of any Person; (ii) be construed to establish, amend, or
modify any benefit or compensation plan, program, agreement, Contract, policy or arrangement; (iii) limit the ability of Parent, the
Surviving Corporation or any of their respective Subsidiaries or Affiliates to amend, modify or terminate any benefit or
compensation plan, program, agreement, Contract, policy or arrangement at any time assumed, established, sponsored or
maintained by any of them; or (iv) create any third-party beneficiary rights or obligations in any Person (including any employee of
the Company or any of its Subsidiaries) other than the parties to this Agreement.

Section 6.6    Directors’ and Officers’ Indemnification and Insurance.

(a) The Surviving Corporation shall, and Parent shall cause the Surviving Corporation to, cause all
rights to indemnification, advancement of expenses and exculpation now existing in favor of any present or former director, officer
or employee of the Company or any of its Subsidiaries and the fiduciaries of any Company Benefit Plans (the “Indemnified
Parties”) as provided in (i) the Company Organizational Documents or any comparable organizational document of any of the
Subsidiaries of the Company or (ii) agreements between an Indemnified Party and the Company or one of its Subsidiaries, to
survive the Merger and to continue in full force and effect for a period of not less than six (6) years after the Effective Time or, if
longer, for such period as is set forth in any applicable agreement with an Indemnified Party in effect on the date of this Agreement.

(b) The Surviving Corporation shall, and Parent shall cause the Surviving Corporation to, indemnify
and hold harmless all Indemnified Parties to the fullest extent permitted by applicable Law with respect to all acts and omissions
arising out of or relating to their services as directors, officers or employees of the Company, its Subsidiaries or another Person, if
such Indemnified Party is or was serving as a director, officer or employee of such other Person at the request of the Company, or
fiduciaries of the Company Benefit Plans, whether asserted or claimed at or after or occurring before the Effective Time (including
in connection with the negotiation and execution of this Agreement and the consummation of the Transactions or otherwise). If any
Indemnified
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Party is or becomes involved in any Legal Action in connection with any matter subject to indemnification hereunder, then the
Surviving Corporation shall, and Parent shall cause the Surviving Corporation to, advance as incurred any costs or expenses
(including legal fees and disbursements), judgments, fines, losses, claims, damages, amounts paid in settlement, Taxes or Liabilities
(“Damages”) arising out of or incurred in connection with such Legal Action, subject to the Surviving Corporation’s receipt of an
undertaking by or on behalf of such Indemnified Party to repay such Damages if it is ultimately determined under applicable Law
that such Indemnified Party is not entitled to be indemnified. In the event of any such Legal Action, (i) the Surviving Corporation
may elect to control the defense of any such Legal Action and (ii) the Surviving Corporation shall not settle, compromise or
consent to the entry of any judgment on behalf of an Indemnified Party in any Legal Action pending or threatened in writing
against such Indemnified Party (and in respect of which indemnification could be sought by such Indemnified Party hereunder),
unless such settlement, compromise or consent includes an unconditional release of such Indemnified Party from all Liability
arising out of such Legal Action or such Indemnified Party otherwise consents (such consent not to be unreasonably withheld,
conditioned or delayed). No Indemnified Party may settle, compromise, or consent to the entry of any judgment in any proceeding
or threatened Legal Action in which indemnification may be sought by an Indemnified Party hereunder without the prior written
consent of the Surviving Corporation, such consent not to be unreasonably withheld, conditioned or delayed.

(c) Parent shall, and shall cause the Surviving Corporation to, maintain in effect for at least six (6)
years after the Effective Time the current policies of directors’ and officers’ liability insurance (“D&O Insurance”) maintained by
the Company or policies of at least the same coverage and amounts containing terms and conditions which are no less
advantageous with respect to claims arising out of or relating to events which occurred before or at the Effective Time (including in
connection with the negotiation and execution of this Agreement and the consummation of the Transactions) so long as the
Surviving Corporation is not required to pay an annual premium in excess of 300% of the last annual premium paid by the
Company for such insurance before the date of this Agreement (such 300% amount being the “Maximum Premium”). If the
Surviving Corporation is unable to obtain the insurance described in the prior sentence for an amount less than or equal to the
Maximum Premium, then the Surviving Corporation shall, and Parent shall be entitled to cause the Surviving Corporation to,
instead obtain as much comparable insurance as possible for an annual premium equal to the Maximum Premium. Notwithstanding
the foregoing, in lieu of the arrangements contemplated by this Section 6.6(c), before the Effective Time, the Company or Parent
shall purchase a “tail” directors’ and officers’ liability insurance policy, with the amount paid for such policy not exceeding the
Maximum Premium, covering the matters described in this Section 6.6(c) with terms, conditions, retentions, and levels of coverage
identical to the Company’s existing D&O Insurance and, once the Company or Parent purchases such a policy before the Effective
Time, then the Surviving Corporation’s obligations under this Section 6.6(c) shall be satisfied so long as the Surviving Corporation
causes such policy to be maintained in effect for a period of six (6) years following the Effective Time.
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(d) The covenants contained in this Section 6.6 are intended to be for the benefit of, and shall be
enforceable by, each of the Indemnified Parties and their respective heirs and legal representatives and shall not be deemed
exclusive of any other rights to which an Indemnified Party is entitled, whether pursuant to Law, Contract or otherwise.

(e) In the event that the Surviving Corporation or any of its successors or assigns (i) consolidates with
or merges into any other person and shall not be the continuing or surviving corporation or entity of such consolidation or merger
or (ii) transfers or conveys all or substantially all of its properties and assets to any person, then, and in each such case, the
Surviving Corporation shall, and Parent shall cause the Surviving Corporation to, take all necessary action so that the successors or
assigns of the Surviving Corporation, as the case may be, shall succeed to the obligations set forth in this Section 6.6.

Section 6.7    Reasonable Best Efforts. Upon the terms and subject to the conditions set forth in this Agreement and
in accordance with applicable Law, each of the parties to this Agreement shall, and shall cause its Affiliates to, use its reasonable
best efforts to take, or cause to be taken, such actions and to do, or cause to be done (and assist and cooperate with the other party
in doing), such things as are necessary, proper or advisable to ensure that the Offer Conditions and conditions set forth in
Article VII are satisfied and to consummate the Transactions as promptly as reasonably practicable; provided, that, (i) prior to the
Acceptance Time, in no event shall the Company or its Subsidiaries be required to pay, or otherwise incur any Liability with respect
to, any fees (except for customary fees to Governmental Authorities), penalties or other consideration to obtain any consent or
approval required for the consummation of the Transactions and (ii) no party shall be required to waive any right or remedy under
this Agreement. Notwithstanding the foregoing, the terms of this Section 6.7 shall not limit the rights of the Company, Parent or
Purchaser set forth in this Agreement.

Section 6.8    Consents; Filings; Further Action.

(a) Upon the terms and subject to the conditions of this Agreement and in accordance with applicable
Law, each of Parent, Purchaser and the Company shall, and shall cause each of its Subsidiaries to, use its reasonable best efforts to
promptly (i) obtain any consents, approvals or other authorizations, and make any filings and notifications, required in connection
with the Transactions, (ii) make any other submissions either required or deemed appropriate by either Parent or the Company in
connection with the Transactions under the Securities Act, the Exchange Act, the Antitrust Laws, the DGCL, the Applicable
Exchange rules and regulations and any other applicable Law and (iii) take or cause to be taken such actions as are necessary,
proper or advisable consistent with this Section 6.8 to cause receipt of required consents, approvals or authorizations, as applicable,
under such Laws as soon as reasonably practicable, other than, in each case, with respect to filings, notices, petitions, statements,
registrations, submissions of information, applications and other documents, approvals, consents, registrations, permits,
authorizations and other confirmations relating to Antitrust Laws, which are dealt with in Section 6.8(b) and Section 6.8(c). The
parties shall cooperate and
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consult with each other in connection with the making of all such filings and notifications, including by providing copies of, and an
opportunity to review and comment on (and shall consider in good faith all such comments reasonably proposed), all relevant filing
and other documents to the non-filing party and its advisors before filing.

(b) Subject to the conditions set forth in this Section 6.8, each of the parties hereto agrees: (i) to make
an appropriate filing of a Notification and Report Form pursuant to the HSR Act with respect to the Transactions within ten (10)
days after the date of this Agreement, (ii) to supply as promptly as reasonably practicable any additional information and
documentary material that may be reasonably requested pursuant to the HSR Act and (iii) to promptly take such steps as are
necessary to avoid or eliminate each and every impediment and obtain all consents under any such Antitrust Laws that may be
required by any Governmental Authority, in each case with competent jurisdiction, so as to enable the parties hereto to consummate
the Transactions. Subject to the conditions set forth in this Section 6.8, and without limiting the foregoing, each of the parties shall
promptly take such reasonable actions as are necessary to secure the expiration or termination of any applicable waiting period
under the HSR Act and resolve any objections asserted with respect to the Transactions under the applicable Antitrust Laws or by
any Governmental Authority in order to prevent the entry of, any Law or Order that would prevent, prohibit, restrict or delay the
consummation of the Transactions; provided, in each case, that neither the Company nor Parent shall have any obligation to
undertake any such activity that is inconsistent with the standard set forth in Section 6.8(d). Each party shall use its reasonable best
efforts to defend any Legal Action brought or threatened to be brought by any Person (including any Governmental Authority) in
order to avoid entry of, or to have vacated, lifted or terminated, any Order that would prevent the consummation of the Transactions
from occurring prior to the Termination Date. Subject to the conditions set forth in this Section 6.8, each of the parties shall
promptly respond to and seek to resolve as promptly as reasonably practicable any objections asserted by any Governmental
Authority with respect to the Transactions. Parent shall not consent to any voluntary extension of any statutory deadline or waiting
period or to any voluntary delay of the consummation of the Transactions at the behest of any Governmental Authority without the
consent of the Company, which consent shall not be unreasonably withheld, conditioned or delayed. Nothing in this Agreement
shall require any party hereto to take or agree to take any action with respect to its business or operations unless the effectiveness of
such agreement or action is conditioned upon the Closing.

(c) Each of the parties hereto shall use its reasonable best efforts to (i) cooperate in all material
respects with each other in connection with any filing, communication or submission to or with a Governmental Authority in
connection with the Transactions and in connection with any investigation, litigation or other inquiry by or before a Governmental
Authority relating to the Transactions, including any proceeding initiated by a private Person, including by providing the other
party with copies of, and an opportunity to review and comment on (and shall consider in good faith all such comments reasonably
proposed), all relevant filings, written communications and other documents in connection therewith, (ii) keep the other parties
hereto informed in all
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material respects and on a reasonably timely basis of any material communication received by such party from, or given by such
party to, the FTC, the DOJ or any other Governmental Authority and of any material communication received or given in
connection with any proceeding by a private Person, in each case regarding any of the Transactions, (iii) subject to applicable Laws
relating to the exchange of information, consult with the other parties hereto with respect to information relating to the other parties
hereto and their respective Subsidiaries, as the case may be, that appears in any filing made with, or written materials submitted to,
any third Person or any Governmental Authority in connection with the Transactions and (iv) unless prohibited by the applicable
Governmental Authority or other Person, give the other parties hereto the opportunity to attend and participate in all meetings and
conferences with such Governmental Authority or other Person, including by providing the other party with copies of, and an
opportunity to review and comment on (and shall consider in good faith all such comments reasonably proposed), all relevant
filings, written communications and other documents in connection with such filings, notifications and communications. Subject to
the obligations set forth in this Section 6.8, Parent shall, acting reasonably and in good faith, on behalf of the parties, direct and
control all communications and strategy relating to any litigation or to obtaining all approvals under the Applicable Antitrust Laws
necessary to consummate the Transaction; provided, that, (x) Parent shall provide the Company with reasonable prior notice of
commitments or actions that Parent proposes to undertake with any Governmental Authority in connection with such efforts and (y)
Parent shall consult with the Company and consider in good faith the Company’s strategy and views on any such approach (and the
merits thereof) with respect to such matters.

(d) Notwithstanding anything to the contrary set forth in this Agreement, with respect to the matters
set forth in this Section 6.8, none of Parent, Purchaser or any of their respective Subsidiaries shall be required to, and the Company
may not without the prior written consent of Parent, become subject to, consent to, or offer or agree to, take or commit to take any
action, if the taking of such action, individually or in the aggregate, would reasonably be expected to have a material adverse effect
on the financial condition or current operations of either (x) Parent and its Subsidiaries, taken as a whole, or (y) the Company and
its Subsidiaries, taken as a whole.

Section 6.9    Public Announcements. Except as provided for in this Agreement, Parent and Purchaser, on the one
hand, and the Company, on the other hand, shall consult with each other before issuing any press release or otherwise making any
public statements about this Agreement or any of the Transactions, including, without limitation, any internal announcements to the
employees of the Company. Neither Parent nor the Company shall issue any such press release or make any such public statement
prior to such consultation, except to the extent required by applicable Law or the Applicable Exchange requirements, in which case
that party shall use its reasonable best efforts to consult with the other party and give the other party an opportunity to review and
comment on (and shall consider in good faith all such comments reasonably proposed) any such required disclosure, before issuing
any such release or making any such public statement; provided, that each party may, without complying with the foregoing
obligations, make any public statement regarding the Transactions in response to questions from the press, analysts, investors or
those attending industry conferences, in
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each case, to the extent that such statements are consistent with previous press releases, public disclosures or public statements
made jointly by the parties and otherwise in compliance with this Section 6.9 and do not reveal material non-public information
regarding this Agreement or the Transactions; provided, further that, subject to the terms and conditions set forth in Section 6.4,
Parent’s consent shall not be required, and the Company shall not be required to consult with Parent in connection with, or provide
Parent an opportunity to review or comment upon, any press release or other public statement or comment to be issued or made
with respect to any Takeover Proposal or with respect to any actions contemplated by Section 6.4(e) or Section 6.4(f).
Notwithstanding the foregoing, without the prior consent of the other parties, (a) the parties may reasonably disseminate the
information included in a press release or other document previously approved for external distribution by the other party and
(b) this Section 6.9 shall not apply to any disclosure of information concerning this Agreement in connection with any dispute
between the parties regarding this Agreement.

Section 6.10    Fees, Expenses and Conveyance Taxes. Except as explicitly provided otherwise in this Agreement,
whether or not the Offer or the Merger is consummated, all fees, costs and expenses (including those payable to Representatives)
incurred by any party to this Agreement or on its behalf in connection with this Agreement and the Transactions (“Expenses”) shall
be paid by the party incurring those Expenses, except that (i) Expenses incurred in connection with the filing fees for any filings
made under applicable Antitrust Laws shall be paid by Parent and (ii) except as explicitly provided otherwise in this Agreement, all
documentary, sales, use, real property transfer, real property gains, registration, value added, transfer, stamp, recording and similar
Taxes resulting from the Transactions (and any fees and penalties associated therewith) (“Conveyance Taxes”) shall be borne by
Parent, and Parent shall file or cause to be filed all Tax Returns related thereto, regardless of who may be liable therefor under
applicable Law.

Section 6.11    Rule 16b-3. Prior to the Effective Time, the Company shall (and shall be permitted to) take such steps
as may be reasonably required to cause dispositions of the Company’s equity securities (including derivative securities) pursuant to
the Transactions by each individual who is a director or officer of the Company to be exempt under Rule 16b-3 promulgated under
the Exchange Act.

Section 6.12    Parent Vote. Immediately following the execution and delivery of this Agreement, Parent, in its
capacity as the sole stockholder of Purchaser, will execute and deliver to Purchaser and the Company a written consent adopting
this Agreement in accordance with the DGCL.

Section 6.13    Transaction Litigation. Prior to the earlier of the Effective Time or the termination of this Agreement
pursuant to Article VIII, Parent and the Company shall cooperate in the control of the defense and settlement of any Legal Action
(including any class action or derivative litigation) relating directly or indirectly to this Agreement or the Transactions
(“Transaction Litigation”) and the Company shall as promptly as reasonably practicable after obtaining Knowledge thereof, notify
Parent of
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any Transaction Litigation; provided that no settlement shall be made without the consent of the other party, which shall not be
unreasonably withheld, conditioned or delayed.

Section 6.14    Rule 14d-10. Prior to the Expiration Date, the Company (acting through the Company Board or any
committee thereof) shall take all such steps as may be reasonably required to cause to be exempt under Rule 14d-10(d) under the
Exchange Act any employment compensation, severance or other employee benefit arrangement that has been, or after the date of
this Agreement will be, entered into by the Company or any of its Subsidiaries or Affiliates with current, former or future directors,
officers or employees of the Company or any of its Subsidiaries or Affiliates, in each case under which any such person could
become entitled to (i) any additional compensation, enhanced severance or other benefits or any acceleration of the time of payment
or vesting of any compensation, severance or other benefits or any funding of any compensation or benefits by the Company or any
of its Subsidiaries or Affiliates, as a result of the Offer (alone or in combination with any other event) or (ii) any other
compensation or benefits from the Company or any of its Subsidiaries or Affiliates related to or contingent upon or the value of
which would be calculated on the basis of the Offer, and to ensure that any such arrangements fall within the safe harbor provisions
of such rule.

Section 6.15    Stock Exchange Delisting. Prior to the Closing Date, the Company shall cooperate with Parent and
use reasonable best efforts to take, or cause to be taken, all actions, and do or cause to be done all things, reasonably necessary,
proper, or advisable on its part under applicable Laws and rules and policies of the Applicable Exchange to enable the delisting by
the Surviving Corporation of the Shares from the Applicable Exchange Act as promptly as practicable after the Effective Time and
the deregistration of the Shares under the Exchange Act as promptly as practicable after such delisting.

Section 6.16    Financing.

(a)     

(i) Subject to the terms and conditions of this Agreement, each of Parent and Purchaser shall
use its reasonable best efforts to obtain the Transaction Financing on the terms and conditions (including the “market flex”
provisions, provided that such provisions do not reduce the amount (except by modifying original issue discount of the
Transaction Financing) or adversely affect the availability of the Transaction Financing to be funded at Closing or the ability of
Parent and the Purchaser to timely pay the Required Payment Amount as contemplated by this Agreement) described in the
Commitment Letter at Closing, and shall not, without the prior written consent of the Company (which consent shall not be
unreasonably withheld, conditioned or delayed), agree to or permit the termination of the Commitment Letter or the definitive
agreements relating to the Transaction Financing, or agree to or permit any amendment or modification to be made to, or any
waiver of any provision under, the Commitment Letter or the definitive agreements relating to the Transaction Financing, that (i)
reduces the aggregate amount of the Transaction
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Financing (including by changing the amount of fees to be paid or original issue discount of the Transaction Financing or similar
fees) or (ii)(A) imposes new or additional conditions precedent or (B) otherwise adversely expands, amends or modifies any of
the conditions precedent to the Transaction Financing, or otherwise expands, amends or modifies any other provision of the
Commitment Letter, in the case of clauses (A) and (B), in a manner that would reasonably be expected to (x) delay, prevent or
impede the ability of Parent and Purchaser to consummate the transactions contemplated by this Agreement, (y) make the timely
funding of the Transaction Financing contemplated by the Commitment Letter (or satisfaction of the conditions precedent to the
Transaction Financing) or the timely payment of the Required Payment Amount as contemplated by this Agreement on the
Closing Date less likely to occur or (z) adversely impact the ability of each of Parent and Purchaser to enforce its rights against
the other parties to the Commitment Letter or the definitive agreements with respect thereto (provided that, without the consent of
the Company, Parent and Purchaser may amend the Commitment Letter (1) to favorably modify pricing terms or add additional
lenders, arrangers, bookrunners and agents or (2) to implement or exercise any of the “market flex” provisions (including pricing
terms) contained in the fee letter executed in connection with the Commitment Letter), if such amendments do not reduce the
amount (except by exercising “market flex” to modify original issue discount of the Transaction Financing) or adversely affect
the availability of the Transaction Financing to be funded at Closing or the ability of Parent and Purchaser to timely pay the
Required Payment Amount as contemplated by this Agreement. Parent shall promptly deliver to the Company copies of any such
amendment, modification or replacement. For purposes of this Section 6.16, references to “Transaction Financing” shall include
the Transaction Financing contemplated by the Commitment Letter as permitted to be amended, modified or replaced by this
Section 6.16(a) and references to “Commitment Letter” shall include such documents as permitted to be amended, modified or
replaced by this Section 6.16(a).

(ii) Each of Parent and Purchaser shall use its reasonable best efforts (A) to maintain in effect
the Commitment Letter and comply with its obligations thereunder, (B) to enter into definitive agreements pursuant to the
Commitment Letter or the Engagement Letters, as applicable, consistent in all material respects with the terms and conditions
(including the “market flex” provisions, provided that such provisions do not adversely affect the availability of the Transaction
Financing to be funded at Closing or the ability of Parent and Purchaser to timely pay the Required Payment Amount as
contemplated by this Agreement) contained in the Commitment Letter or the Engagement Letters, as applicable (or on terms no
less favorable (taken as a whole) to Parent and Purchaser than the terms and conditions (including “market flex” provisions) in
the Commitment Letter or the Engagement Letters, as applicable), and (C) to satisfy (or obtain the waiver of) on a timely basis all
conditions precedent to funding in the Commitment Letter and such definitive agreements that are within Parent’s control and to
consummate the Transaction Financing at the Closing. Parent shall keep the Company reasonably informed in reasonable detail of
the status of its efforts to arrange the Transaction Financing and, upon Company’s written request, shall provide to the Company
copies of the material definitive agreements with respect to the Transaction Financing. Without limiting the
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generality of the foregoing, Parent shall give the Company prompt notice (x) of any material breach or default by any party to any
of the Commitment Letter or definitive agreements with respect to the Transaction Financing of which Parent has knowledge, (y)
of the receipt of (A) any written notice or (B) other written communication, in each case from any Financing Source with respect
to any actual or potential material breach, default, termination or repudiation by any party to any of the Commitment Letter or
definitive agreements with respect to the Transaction Financing of any provisions of the Commitment Letter or definitive
agreements with respect to the Transaction Financing, and (z) if at any time for any reason Parent believes in good faith that it
will not be able to timely pay the Required Payment Amount as contemplated by this Agreement or to obtain all or any portion of
the Transaction Financing on the terms and conditions, in the manner or from the sources contemplated by any of the
Commitment Letter or definitive agreements related to the Transaction Financing. As soon as reasonably practicable after any
notice by Parent to the Company of the type described in the immediately preceding sentence, but in any event within two
Business Days of the date the Company delivers to Parent a written request, Parent shall use reasonable best efforts to provide
any information reasonably requested by the Company relating to any circumstance referred to in clause (x), (y) or (z) of the
immediately preceding sentence; provided, in the event that Parent is required pursuant to this Section 6.16(a) to provide any
information that is subject to attorney-client or similar privilege, Parent may withhold disclosure of such information so long as
Parent gives notice to the Company of the fact that it is withholding such information and thereafter the Company and Parent
shall use their respective reasonable best efforts to cause such information to be provided in a manner that would not reasonably
be expected to waive the applicable privilege or protection. If all or any portion of the Transaction Financing becomes
unavailable on the terms contemplated by the Commitment Letter (including any “market flex” provisions applicable to the
Transaction Financing) for any reason, and such portion is reasonably required to pay the Required Payment Amount, then Parent
shall promptly notify the Company and Parent and Purchaser shall use their reasonable best efforts to arrange and obtain in
replacement thereof alternative debt Transaction Financing from alternative sources in an amount sufficient, when taken together
with available cash of Parent and any then-available Transaction Financing pursuant to the Commitment Letter, to fund the
Required Payment Amount with terms and conditions (including after giving effect to any “market flex” provisions) not
materially less favorable (taken as a whole) to Parent and Purchaser than the terms and conditions (taken as a whole) set forth in
the Commitment Letter (“Available Transaction Financing”), as promptly as reasonably practicable following the occurrence of
such event. Parent shall deliver to the Company true and complete copies of all commitment letters and fee letters pursuant to
which any such alternative source shall have committed to provide any portion of the Available Transaction Financing.
Notwithstanding anything in this Section 6.16 or elsewhere in this Agreement to the contrary (but subject to Section 6.16(b)), in
no event shall the “reasonable best efforts” of Parent and Purchaser be deemed or construed to require any such Person to, and no
such Person shall be required to, pay any debt financing fees in the aggregate in excess of those contemplated by the
Commitment Letter, or agree to conditionality or economic terms of debt financing that are (other than as specified in the
preceding
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sentence) materially less favorable than those contemplated by the Commitment Letter or any related fee letter (including any
“market flex” provision therein).

(b) Each of Parent and Purchaser acknowledges and agrees that the obtaining of any Transaction
Financing or any alternative financing is not a condition to the Offer or the Merger and reaffirms its obligations to consummate the
transactions contemplated by this Agreement irrespective and independently of the availability of the Transaction Financing or any
alternative financing.

(c) Prior to Closing, at Parent’s sole cost and expense, the Company shall, and shall cause its
Subsidiaries to, use reasonable best efforts to provide, and use reasonable best efforts to cause its and the Company’s Subsidiaries’
respective Representatives to provide, to Parent and Purchaser such reasonable cooperation in connection with the Transaction
Financing as is customary and reasonably requested by Parent or Purchaser, including by using its reasonable best efforts to:

(i) assist in preparation for and participation, upon reasonable advance notice, in a reasonable
number of meetings and calls (including customary one-on-one meetings with parties acting as lead arrangers, bookrunners or
agents for, and prospective lenders of, the Transaction Financing), drafting sessions, rating agency presentations, road shows,
drafting sessions and due diligence sessions (including accounting due diligence sessions) at reasonable times and locations to be
mutually agreed and assisting Parent and Purchaser in obtaining ratings in respect of Parent and public ratings in respect of any
debt issued as part of the Transaction Financing from Standard & Poor’s Financial Services LLC, Moody’s Investors Service, Inc.
and Fitch, Inc.;

(ii) assist Parent and Purchaser and the Financing Sources in the preparation of (A) customary
offering documents, private placement memoranda, bank information memoranda, prospectuses and similar marketing documents
for any of the Transaction Financing (including the provision of “backup” support), including the execution and delivery of
customary representation letters in connection with bank information memoranda authorizing the distribution of information to
prospective lenders and identifying any portion of such information that constitutes material, nonpublic information regarding the
Company or its Subsidiaries or their respective securities (in each case in accordance with customary syndication practices) and
(B) customary materials for rating agency presentations in connection with the Transaction Financing;

(iii) deliver to Parent and Purchaser (a) audited consolidated balance sheets and related audited
consolidated statements of income, shareholders’ equity and cash flows of the Company as of and for the fiscal years ended
December 31, 2016, January 2, 2016 and January 3, 2015 and any subsequent fiscal year ending more than ninety (90) days
before the Closing Date (which have been audited in accordance with the standards of the Public Company Accounting Oversight
Board) and (b) unaudited consolidated balance sheets and related unaudited consolidated statements of income, shareholders’
equity and cash flows of the
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Company as of and for each subsequent fiscal quarter ended after the most recent balance sheet described in clause (a) that is
ended at least forty-five (45) days before the Closing Date (which have been reviewed in accordance with SAS 100) (the items
set forth in clause (a) and clause (b), the “Required Financial Information”) and (c) financial data and other related information of
the Company and its Subsidiaries that would be of the type and form that are customarily included in marketing materials for debt
securities, and of the type, form and substance necessary for an investment bank to receive comfort (including “negative
assurance” comfort), including information required by Regulation S-X and S-K under the Securities Act of 1933, as amended,
and all other accounting rules and regulations of the SEC promulgated thereunder applicable to a registration statement under
such Act on Form S-1;

(iv) deliver to Parent and Purchaser and the Financing Sources as promptly as reasonably
practicable (x) such information as may be reasonably necessary for the Required Financial Information to remain Compliant and
(y) such other pertinent financial and other customary information (including assistance with preparing projections, financial
estimates, forecasts and other forward-looking information) to the extent reasonably requested by Parent or identified in the
Commitment Letter in connection with the preparation of customary offering or information documents to be used for the
Transaction Financing and, solely with respect to financial information and data derived from the Company’s historical books and
records, assist Parent in preparing pro forma (A) balance sheets and related notes as of the most recently completed interim fiscal
period of Parent, and (B) income statements and related notes for the most recently completed fiscal year of Parent, for the most
recently completed interim fiscal period of Parent and for the twelve (12) month period ending on the last day of the most
recently completed four (4) fiscal quarter fiscal period of Parent ended at least forty-five (45) days before the Closing Date (sixty
(60) days, in the case of the fiscal year end of Parent), prepared after giving effect to the transactions described in the
Commitment Letter as if such transactions had occurred as of such date (in the case of such balance sheet) or at the beginning of
such period (in the case of such statements of income) and other pro forma financial information required by Regulation S-X in
connection with the Transaction Financing (including by recasting any of the Company’s Required Financial Information to
match the fiscal year end of Parent and providing appropriate related disclosure for purposes of preparing Regulation S-X
compliant pro forma financial statements), it being understood that the Company need only assist in the preparation thereof but
shall not be required to (x) prepare independently any pro forma financial statements or (y) provide any information or assistance
relating to (1) the proposed aggregate amount of financing, together with assumed interest rates, dividends (if any) and fees and
expenses relating to the incurrence of such financing, (2) any post-Closing or pro forma cost savings, synergies, capitalization,
ownership or other pro forma adjustments desired to be incorporated into any information used in connection with the
Transaction Financing or (3) any financial information related to Parent or any of its Subsidiaries or any adjustments that are not
directly related to the acquisition of the Company by Parent;
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(v) upon Parent’s request, (A) issue customary representation letters to the Company’s
independent registered public accounting firm; (B) use reasonable best efforts to obtain, consistent with customary practice, such
independent registered public accounting firm's consent to the inclusion in or incorporation by reference into Parent’s and
Purchaser’s offering materials related to the Transaction Financing of the Company’s consolidated financial information and their
reports thereon, in each case, to the extent such consent is required;(C), cooperate with Parent and Purchaser to obtain from such
independent registered public accounting firm, customary comfort letters (including customary “negative assurance” comfort)
with respect to the Company's financial information included or incorporated by reference in the offering materials related to the
Transaction Financing and (D) use reasonable best efforts to cause such independent registered public accounting firm to be
available to participate in customary accounting due diligence sessions with Parent and the Financing Sources;

(vi) use reasonable best efforts to permit the Transaction Financing to benefit from the existing
lending relationships of the Company and its Subsidiaries;

(vii) assist in identifying the steps for repayment on the Closing Date of the Retired Debt,
except as otherwise mutually agreed, and cooperate with any back-stop, “roll-over” or termination of any existing letters of credit
thereunder (and the release and discharge of all related liens and security interests), and use reasonable best efforts to provide to
Parent prior to the Closing customary pay-off letters and forms of UCC-3 financing statements and other related lien releases and
termination notices and agreements as are reasonably necessary in connection with the Transaction Financing (it being
understood that no such documentation shall become effective or be permitted to be filed or recorded until the Effective Time and
the payoff of the Retired Debt shall have occurred);

(viii) execute and deliver as of, but not prior to and not effective before, the Effective Time
customary definitive financing documentation as may be reasonably requested by Parent in connection with the Transaction
Financing and in accordance with the Commitment Letter and/or Engagement Letter, as applicable, including pledge and security
documents, guarantees and customary officer’s certificates required in connection with the Transaction Financing, and otherwise
reasonably facilitate the pledging of collateral upon the occurrence of the Effective Time; and

(ix) at least three (3) Business Days prior to the Closing Date, provide all documentation and
other information relating to the Company and its Subsidiaries required by applicable “know your customer” and anti-money
laundering rules and regulations including the USA PATRIOT Act to the extent reasonably requested by Parent and Purchaser at
least ten (10) days prior to the anticipated Closing Date;
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provided that (1) neither the Company nor any of its Subsidiaries nor any of their respective Affiliates or Representatives shall be
required to (A) pay any commitment or other fees, in each case, in connection with the Transaction Financing, (B) give any
indemnities or make any representations and warranties (other than (x) representation letters given to its firm of independent
registered public accountants in accordance with paragraph (v) above and (y) indemnities and representations and warranties set
forth in the definitive financing documentation in connection with the Transaction Financing) in connection with the Transaction
Financing (subject to subclause (F) and clause (2) below), (C) take any action that is not customary for debt financing transactions
and that materially and adversely interferes with the ongoing business and operations of the Company and its Subsidiaries, (D)
provide any information the disclosure of which is prohibited or restricted under applicable Law, prohibited by a confidentiality
agreement or subject to legal privilege, (E) take any action that will conflict with or violate its organizational documents or any
applicable Law or would result in a violation or breach of, or default under, any agreement to which the Company or any of its
Subsidiaries is a party or (F) execute any agreement, certificate, document or instrument or agree to any change or modification of
any existing agreement, certificate, document or instrument (other than any payoff letters required in connection with the
Transaction Financing) pursuant to this Section 6.16(c) with respect to the Transaction Financing that is effective prior to the
Closing and that is not contingent on consummation of the Closing and the occurrence of the Effective Time; (2) the effectiveness
of any definitive documentation delivered pursuant to this Section 6.16(c) executed by the Company or any of its Subsidiaries, and
the attachment of any Lien with respect thereto, shall be subject to the consummation of the Closing and the occurrence of the
Effective Time; (3) no officer or other Representative of the Company or any of its Subsidiaries that will not continue employment
with Parent or the Surviving Corporation or one of its Subsidiaries following the Closing shall be required to deliver any certificate
or opinion pursuant to this Section 6.16(c) or other provisions of this Agreement; and (4) the members of the Board of Directors of
the Company or any of its Subsidiaries as of prior to the Effective Time shall not be required to approve any Transaction Financing
or any other matters related thereto or make any determinations related thereto. Notwithstanding anything herein to the contrary,
each of Parent and Purchaser hereby acknowledges and agrees that (i) the condition set forth in (x) paragraph (f) of the Offer
Conditions shall be deemed satisfied as it applies to the Company’s obligations under this Section 6.16(c) other than the obligations
in Sections 6.16(c)(iii)(a) and (b) and Section 6.16(c)(iv)(x), and (y) Section 8.3(b) shall be deemed not to be satisfied as it applies
to the Company’s obligations under this Section 6.16(c) other than the obligations in Sections 6.16(c)(iii)(a) and (b) and Section
6.16(c)(iv)(x), in the case of each of clause (x) and (y) unless the Transaction Financing has not been obtained primarily as a result
of the Company’s Willful and Material Breach of its obligations under this Section 6.16(c) and (ii) that the condition set forth in (x)
paragraph (f) of the Offer Conditions shall be deemed satisfied as it applies to the Company’s obligations under Sections 6.16(c)
(iii)(a) and (b) and Section 6.16(c)(iv)(x) and (y) Section 8.3(b) shall be deemed to not be satisfied as it applies to the Company’s
obligations under Sections 6.16(c)(iii)(a) and (b) and Section 6.16(c)(iv)(x), in the case of each of clause (x) and (y), unless the
Company’s material breach of its
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obligations under Sections 6.16(c)(iii)(a) and (b) and Section 6.16(c)(iv)(x) has materially contributed to the Transaction Financing
having not been obtained.

(d) The Company hereby consents to the use of all of its and its Subsidiaries’ logos solely in
connection with the syndication and marketing of the Transaction Financing (subject to the Company having a reasonable
opportunity for advance review of and consultation with respect to such use); provided that such logos are used solely in a
manner that is reasonable and customary for such purposes and that is not intended to or reasonably likely to harm or
disparage the Company or any of its Subsidiaries or the reputation or goodwill of the Company or any of its Subsidiaries or
any of their respective products, services, offerings, joint ventures or intellectual property rights.

(e) Parent shall, promptly upon written request by the Company, reimburse the Company for
all reasonable and documented out-of-pocket costs and expenses (including legal fees and expenses) to the extent such costs
are incurred by the Company or any of its Subsidiaries in connection with such cooperation provided by the Company or
any of its Subsidiaries or their respective Representatives pursuant to the terms of this Section 6.16. Parent shall indemnify,
defend and hold harmless the Company and its Subsidiaries, and each of their respective directors, officers, employees,
agents and other Representatives from and against any and all losses, damages, claims, interest, costs, expenses, awards,
judgments, penalties and amounts paid in settlement suffered or incurred, directly or indirectly, in connection with the
Transaction Financing, other than (i) if such loss, damage or other amount is found by a court of competent jurisdiction to
have resulted from the gross negligence or willful misconduct of the Company or any of its Subsidiaries or (ii) with respect
to any information provided or prepared by the Company or its Subsidiaries in connection therewith.

ARTICLE VII

CONDITIONS TO THE MERGER

Section 7.1    Conditions to Each Party’s Obligation to Effect the Merger. The respective obligation of each party to
this Agreement to effect the Merger is subject to the satisfaction (or waiver, if permissible under applicable Law) on or before the
Closing Date of each of the following conditions:

(a) No Legal Restraints. No Governmental Authority described in Section 7.1(a) of the Company
Disclosure Letter (a “Restraint Authority”) shall have issued any Order, and no applicable Law or other legal restraint or
prohibition of any such Restraint Authority shall be in effect, that enjoins or otherwise prohibits consummation of the Merger.

(b) Consummation of the Offer. Purchaser shall have irrevocably accepted for payment all Shares
validly tendered and not properly withdrawn pursuant to the Offer.
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ARTICLE VIII

TERMINATION, AMENDMENT AND WAIVER

Section 8.1    Termination by Mutual Consent. This Agreement may be terminated at any time prior to the
Acceptance Time by mutual written agreement of Parent and the Company.

Section 8.2    Termination by Either Parent or the Company. This Agreement may be terminated by either Parent or
the Company at any time prior to the Acceptance Time:

(a) if the Acceptance Time shall not have occurred on or before February 7, 2018 (the “Termination
Date”). Notwithstanding the foregoing, the right to terminate this Agreement under this Section 8.2(a) shall not be available to any
party to this Agreement whose breach of any covenant or agreement of this Agreement has been the principal cause of, or
principally resulted in, the failure of the Acceptance Time to occur by such date (it being understood that Parent and Purchaser shall
be deemed to be a single party for purposes of this sentence); or

(b) if (i) any Order by a Restraint Authority enjoins or otherwise prohibits the consummation of any
of the Transactions and such Order has become final and non-appealable or (ii) any applicable Law or other legal restraint or
prohibition of any such Restraint Authority shall be in effect that makes consummation of any of the Transactions illegal.

Section 8.3    Termination by Parent. This Agreement may be terminated by Parent at any time prior to the
Acceptance Time:

(a) following an Adverse Recommendation Change or if the Company has Willfully and Materially
breached Section 6.4 in any material respect; or

(b) if (I) the Company breaches any of its representations or warranties set forth herein or the
Company has failed to perform any of its covenants or agreements set forth herein, which breach or failure to perform (i) would
give rise to the failure of any Offer Condition set forth in paragraphs (e) or (f) of Annex I, and (ii) (A) is not capable of being cured
prior to the Termination Date or (B) is not cured within twenty (20) Business Days following Company’s receipt of written notice
from Parent of such breach or failure to perform, but only so long as neither Parent nor Purchaser are then in material breach of
their respective representations, warranties, covenants or agreements contained in this Agreement such that the Company would be
entitled to terminate this Agreement pursuant to Section 8.4(b) or (II) the Offer Condition set forth in paragraph (c) of Annex I
cannot be satisfied and is not cured within thirty (30) days following Company’s receipt of written notice.

Section 8.4    Termination by the Company. This Agreement may be terminated by the Company at any time prior to
the Acceptance Time:
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(a) in order to enter into an Alternative Acquisition Agreement providing for the implementation of
the applicable Superior Proposal pursuant to and in accordance with the terms and conditions of Section 6.4(e); provided that the
Company shall not have a right to terminate this Agreement pursuant to this Section 8.4(a) unless concurrently with such
termination the Company duly executes and validly delivers such Alternative Acquisition Agreement to the counterparty thereto
and pays the Company Termination Fee in accordance with Section 8.7;

(b) if Parent or Purchaser breaches any of their respective representations or warranties, set forth
herein or either Parent or Purchaser has failed to perform any of its covenants or agreements set forth herein, which breach or
failure to perform (i) would result in a Parent Material Adverse Effect, and (ii) (A) is not capable of being cured prior to the
Termination Date or (B) is not cured within twenty (20) Business Days following the Company’s delivery of written notice to
Parent of such breach or failure to perform, but only so long as the Company is not then in breach of its representations, warranties,
covenants or agreements contained in this Agreement, which breach would give rise to the failure of an Offer Condition set forth in
paragraphs (c), (e) or (f) of Annex I; or

(c) if (A) the Offer Conditions (other than those Offer Conditions that by their nature are to be
satisfied at the Acceptance Time) have been satisfied or waived as of the Expiration Time, Purchaser shall have failed to
consummate (as defined in Section 251(h) of the DGCL) the Offer when otherwise required to do so in accordance with the terms
of this Agreement (unless such failure shall have been caused by or resulted from the failure of the Company to perform, in any
material respect, any of its covenants or agreements contained in this Agreement), (B) thereafter, the Company has irrevocably
confirmed in writing to Parent that the Company is ready, willing and able to consummate the Transactions in accordance with the
terms of this Agreement and (C) Purchaser fails to consummate the Offer within two (2) Business Days after such irrevocable
confirmation; provided that, notwithstanding anything in Section 8.2(a) to the contrary, no party shall be permitted to terminate this
Agreement pursuant to Section 8.2(a) during such two (2) Business Day period.

Section 8.5    Notice of Termination. The party desiring to terminate this Agreement pursuant to this Article VIII
(other than pursuant to Section 8.1) shall give written notice of such termination to the other party in accordance with Section 9.7,
specifying the provision or provisions hereof pursuant to which such termination is effected.

Section 8.6    Effect of Termination. In the event of termination of this Agreement, this Agreement shall immediately
become void and have no effect, without any Liability on the part of Parent, Purchaser or the Company; provided, that:

(a) the Confidentiality Agreement and the provisions of Section 6.3(c), Section 6.9, Section 6.10, this
Section 8.6, Section 8.7 and Article IX and any definitions related thereto shall survive the termination hereof; and
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(b) subject to Section 8.7(c), no such termination shall relieve any party from any Damages resulting
from a Willful and Material Breach of this Agreement prior to any termination, in which case the non-breaching party shall be
entitled to all rights and remedies available at Law or in equity. In the case of any Damages sought by the Company from Parent or
Purchaser, including for any failure to consummate any of the Transactions when required to do so by this Agreement, the
Company may seek to have such Damages, notwithstanding anything to the contrary contained in Section 9.11 or any other
provision of this Agreement, take into account the consideration that would have otherwise been payable to the stockholders and
equity holders of the Company pursuant to this Agreement or the loss of market value or stock price of the Company (including its
Common Stock) and implied value of any equity awards.

Section 8.7    Fees and Expenses Following Termination.

(a) Except as set forth in this Section 8.7, all Expenses incurred in connection with this Agreement
and the Transactions shall be paid in accordance with the provisions of Section 6.10.

(b) The Company shall pay, or cause to be paid, to Parent by wire transfer of immediately available
funds an amount equal to $83,271,000 (such amount, the “Company Termination Fee”):

(i) if this Agreement is terminated by the Company pursuant to Section 8.4(a), in which case
payment shall be made concurrently with such termination;

(ii) if this Agreement is terminated by Parent pursuant to Section 8.3(a) in which case payment
shall be made within three (3) Business Days following such termination; or

(iii) if (A) a Takeover Proposal shall have been publicly made or otherwise becomes generally
known to the public, in each case prior to the Acceptance Time and not publicly withdrawn on a bona fide basis, (B) thereafter
this Agreement is terminated by the Company or Parent pursuant to, and in accordance with, Section 8.2(a) in circumstances
where the conditions set forth in paragraph (b) of Annex I and paragraph (c) of Annex I have been satisfied, but the Minimum
Tender Condition has not been satisfied, or by Parent pursuant to Section 8.3(b) and (C) within twelve (12) months following the
date of such termination (1) the Company enters into a definitive Contract with respect to any transaction specified in the
definition of “Takeover Proposal” and such Takeover Proposal is subsequently consummated (even if after such twelve-month
period) or (2) any such transaction is consummated, in each case, whether or not involving the same Takeover Proposal or the
Person making the Takeover Proposal referred to in clause (A), in which case payment shall be made within two (2) Business
Days following the earlier of the date on which (x) the Company enters into such Contract and (y) such transaction is
consummated. For purposes of this Section 8.7(b)(iii) only, references in the definition of the term

67
US\MESSIRY\13377947.17



“Takeover Proposal” to the figure “20%” shall be deemed to be replaced by “more than 50%.”

(c) Notwithstanding anything to the contrary in this Agreement, Parent’s right to receive the Company
Termination Fee pursuant to this Section 8.7 shall be the sole and exclusive remedy (whether at law, in equity, in contract, tort or
otherwise) of Parent and its Affiliates, as applicable, against the Company Related Parties for (x) any Damages suffered as a result
of the failure of the Transactions to be consummated and (y) any other Damages suffered as a result of or under this Agreement and
the Transactions, and upon payment of the Company Termination Fee in accordance with this Section 8.7, none of the Company
Related Parties, or the Financing Sources, any other potential financing source (or any of their respective Affiliates), shall have any
further Liability relating to or arising out of this Agreement or the Transactions; provided, that the foregoing shall not impair the
rights of Parent and Purchaser, if any, to obtain injunctive relief pursuant to Section 9.15 prior to any termination of this
Agreement.

ARTICLE IX

MISCELLANEOUS

Section 9.1    Certain Definitions. For purposes of this Agreement:

(a) “Acceptable Confidentiality Agreement” ” means a confidentiality agreement between the
Company and another Person (i) containing terms as to confidentiality that are, in the aggregate, no less restrictive of, or, in the
aggregate more favorable to, the counterparty and its Affiliates and Representatives than the terms set forth in the Confidentiality
Agreement are to Parent and its Affiliates and Representatives and (ii) that does not prohibit the Company from complying with its
obligations under Section 6.4.

(b) “Affiliate” means, with respect to any Person, any other Person that directly or indirectly controls,
is controlled by or is under common control with, such first Person; provided, that neither any Person that owns equity securities of
the Company nor any Affiliate or portfolio company of such Person shall be deemed to be an Affiliate of the Company solely by
virtue of such Person’s ownership of equity securities of the Company. For the purposes of this definition, “control” (including,
with correlative meanings, the terms “controlling,” “controlled by” and “under common control with”), when used with respect to
any Person, means the power to direct or cause the direction of the management or policies of such Person, directly or indirectly,
whether through the ownership of voting securities, by contract or otherwise.

(c) “Antitrust Laws” means the Sherman Antitrust Act of 1890, as amended, the Clayton Act of 1914,
as amended, the HSR Act, the Federal Trade Commission Act, as amended, all applicable Foreign Competition Laws and all other
applicable Laws issued by a Governmental Authority that are designed or intended to
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prohibit, restrict or regulate actions having the purpose or effect of monopolization or restraint of trade or lessening of competition
through merger or acquisition.

(d) “Applicable Exchange” means the New York Stock Exchange and the Stock Exchange of Hong
Kong Limited.

(e) “Business Day” means any day other than Saturday, Sunday or a day on which commercial banks
in New York, New York are authorized or required by Law to close, and shall consist of the time period from 12:01 a.m. through
12:00 midnight New York City time.

(f) “Common Stock” means shares of common stock, par value $1.00 per share, of the Company.

(g) “Company Equity Awards” means the Company Options, Company MSU Awards, Company PSU
Awards, Company RSU Awards and any other awards linked to the equity of the Company, regardless of whether settled in
Common Stock.

(h) “Company Equity Plans” means the (i) Liz Claiborne, Inc. Outside Directors’ Deferral Plan; (ii)
Liz Claiborne, Inc. 2000 Stock Incentive Plan, as amended; (iii) Liz Claiborne, Inc. 2002 Stock Incentive Plan, as amended; (iv)
Liz Claiborne, Inc. 2005 Stock Incentive Plan, as amended; (v) Liz Claiborne, Inc. 2011 Stock Incentive Plan, as amended; and (vi)
Fifth & Pacific Companies, Inc. 2013 Stock Incentive Plan, under which Company Equity Awards have been granted.

(i)  “Company Material Adverse Effect” means any fact, change, event, development, occurrence,
state of facts or effect (each, an “Effect”) that has had, or would reasonably be expected to have, individually or in the aggregate
with any one or more other Effects, a material adverse effect on the business, assets, results of operations or financial condition of
the Company and its Subsidiaries, taken as a whole; provided, that the term “Company Material Adverse Effect” shall not include
any such Effect arising out of, or resulting from (i) any national, international or any foreign or domestic regional economic,
financial, trade-based, social or political conditions or relationships, including the results of any primary or general election or any
statements or other proclamations of public officials, or changes in policy related thereto, (ii) general changes in any financial, debt,
credit, capital or banking markets or conditions (including any disruption thereof), (iii) changes in interest, currency, or exchange
rates or the price of any commodity, security, or market index, changes in legal or regulatory conditions, including changes or
proposed changes (after the date hereof) in Law, GAAP or interpretations or enforcement thereof, (iv) changes in the Company’s
and its Subsidiaries’ industries in general or seasonal fluctuations in the business of the Company or any of its Subsidiaries
consistent with past practice, (v) any reduction in the market price or trading volume of any securities or indebtedness of the
Company or any of its Subsidiaries, any decrease of the rating or the ratings outlook for the Company or any of its Subsidiaries by
any applicable rating agency and the consequences of such ratings or outlook decrease, or the change in, or failure of the Company
to meet, or the
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publication of any report regarding, any internal or public projections, forecasts, budgets or estimates of or relating to the Company
or any of its Subsidiaries for any period, including with respect to revenue, earnings, cash flow or cash position (it being
understood that the underlying causes of such decline or failure may, if not otherwise expressly excluded from the definition of
Company Material Adverse Effect, be taken into account in determining whether a Company Material Adverse Effect has
occurred), (vi) the occurrence, escalation, outbreak or worsening of any hostilities, war, police action, mass-shootings, acts of
domestic or foreign terrorism (including cyber-terrorism) or military conflicts, whether or not pursuant to the declaration of an
emergency or war, (vii) the existence, occurrence or continuation of any force majeure events, including any earthquakes, floods,
hurricanes, tropical storms, fires or other natural disasters or any national, international or regional calamity, (viii) the general
public awareness of the Company’s intention or desire to enter into this Agreement, (ix) any Legal Actions arising from or relating
to this Agreement or the Transactions, (x) the execution, announcement, performance or existence of this Agreement, the identity
of the parties hereto or any of their respective Affiliates, Representatives or financing sources, the taking or not taking of any
action, to the extent, in each case, expressly required by the Agreement (other than, in each case, for purposes of any representation
or warranty set forth in Section 4.7), (xi) any actions taken, or not taken, with the express written consent of or at the express
written request of Parent or Purchaser, and (xii) any action taken by Parent, Purchaser or any of their respective Subsidiaries or
representatives after the date hereof; provided, that in the case of clauses (i) through (viii), if such Effect disproportionately affects
the Company and its Subsidiaries, taken as a whole, compared to other companies in the industry in which the Company and its
Subsidiaries operate, then, to the extent not otherwise excluded from the definition of Company Material Adverse Effect, only such
incremental disproportionate impact or impacts shall be taken into account in determining whether there has been a Company
Material Adverse Effect.

(j) “Company MSU Award” means a market share unit award issued by the Company pursuant to a
Company Equity Plan that vests in whole or in part upon the achievement of one or more performance goals (notwithstanding that
the vesting of such market share unit may also be conditioned upon the continued services of the holder thereof), pursuant to which
the holder has a right to receive Shares after the vesting or lapse of restrictions applicable to such unit. “Company MSU Award”
shall not include Company PSU Awards or Company RSU Awards.

(k) “Company Option” means an option to acquire shares of Common Stock granted by the Company
pursuant to a Company Equity Plan.

(l) “Company Organizational Documents” means the certificate of incorporation and bylaws (or the
equivalent organizational documents) of the Company and its Subsidiaries as in effect on the date of this Agreement.

(m) “Company PSU Award” means a performance share unit award issued by the Company pursuant
to a Company Equity Plan that vests in whole or in part upon the achievement of one or more performance goals (notwithstanding
that the vesting of such performance share unit may also be conditioned upon the continued
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services of the holder thereof), pursuant to which the holder has a right to receive Shares after the vesting or lapse of restrictions
applicable to such unit. “Company PSU Award” shall not include Company MSU Awards or Company RSU Awards.

(n) “Company Related Parties” means (i) the Company and its Subsidiaries, (ii) the former, current
and future holders of any equity, partnership or limited liability company interest, controlling persons, directors, officers,
employees, agents, attorneys, Affiliates, members, managers, general or limited partners, stockholders or assignees of the Company
or its Subsidiaries or (iii) any future holders of any equity, partnership or limited liability company interest, controlling persons,
directors, officers, employees, agents, attorneys, Affiliates, members, managers, general or limited partners, stockholders, assignees
of any of the foregoing.

(o) “Company RSU Award” means a restricted stock unit award issued by the Company pursuant to a
Company Equity Plan that vests solely upon the continued service of the holder over a specified period of time, pursuant to which
the holder has a right to receive Shares after the vesting or lapse of restrictions applicable to such unit. “Company RSU Awards”
shall not include Company MSU Awards or Company PSU Awards.

(p) “Compliant” means, with respect to the Required Financial Information, that: (a) the applicable
auditors have not withdrawn any audit opinion with respect to any audited financial statements contained in the Required Financial
Information; (b) it has not become necessary to restate any historical financial statements included in the Required Financial
Information, and the Company has not publicly announced that any such restatement is under consideration; and (c) the financial
statements included in the Required Financial Information comply with Regulation S-X; provided that, in the case of each of
clauses (a), (b) and (c) above, such Required Financial Information shall be deemed to be not Compliant only if after making the
necessary correction or restatement of the applicable financial statements, such corrected or restated financial statements reflect a
material and adverse change to the financial condition and results of operations of the Company and its Subsidiaries taken as a
whole from that set forth in such financial statements prior to such correction or restatement.

(q) “Contract” means any contract, agreement, indenture, note, bond, loan, lease, sublease, conditional
sales contract, mortgage, license, sublicense, obligation, promise, undertaking, commitment, letter of intent, memorandum of
understanding or other binding arrangement whether written or oral.

(r)  “Enforceability Exceptions” means (i) any applicable bankruptcy, insolvency, fraudulent
conveyance, reorganization, moratorium and similar Laws of general applicability affecting creditors’ rights generally and
(ii) general principles of equity, whether considered in a Legal Action at law or in equity.

(s) “Equity Award Exchange Ratio” means the quotient of (x) Merger Consideration and (ii) the dollar
volume-weighted average sale price for Parent Shares as reported on the New York Stock Exchange during the period beginning at
9:30
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a.m., New York City Time (or such other time as such market publicly announces is the official open of trading), and ending at 4:00
p.m., New York City Time (or such other time as such market publicly announces is the official close of trading), as reported by
Bloomberg through its “Volume at Price” functions (or, if not reported thereby, any other authoritative source) for the ten (10)
consecutive trading days ending with (but not including) the Closing Date, rounded to the nearest one ten thousandth.

(t) “ERISA Affiliate” means a corporation that is or was at the relevant time a member of a controlled
group of corporations with the Company or any of its Subsidiaries within the meaning of Code Section 414(b), a trade or business
that is or was under common control with the Company or any of its Subsidiaries within the meaning of Code Section 414(c), or a
member of an affiliated service group with the Company or any of its Subsidiaries within the meaning of Code Sections 414(m) or
(o).

(u) “Governmental Authority” means: (i) any federal, state, local, municipal, foreign or international
government or governmental authority, quasi-governmental entity of any kind, regulatory or administrative agency, governmental
commission, department, board, bureau, agency or instrumentality, court, tribunal, arbitrator or arbitral body (public or private) or
anybody exercising or entitled to exercise any administrative, executive, judicial, legislative, police, regulatory, or taxing authority
or power of any nature, (ii) any self-regulatory organization, or (iii) any political subdivision of any of the foregoing.

(v) “Hazardous Substances” means any pollutants, contaminants, toxic or hazardous or extremely
hazardous substances, materials, wastes, constituents, compounds, chemicals, natural or man-made elements or forces (including
petroleum or any by-products or fractions thereof, any form of natural gas, lead, asbestos and asbestos-containing materials,
polychlorinated biphenyls (“PCBs”) and PCB-containing equipment, radon and other radioactive elements, ionizing radiation,
electromagnetic field radiation and other non-ionizing radiation, infectious, carcinogenic, mutagenic or etiologic agents, pesticides,
defoliants, explosives, flammables, corrosives and urea formaldehyde foam insulation) that are regulated by, or may form the basis
of liability under, any Environmental Law.

(w) “House Mark” means any registered or common law trademark rights owned or purported to be
owned, by the Company or any of its Subsidiaries, to the KATE SPADE mark in any jurisdiction world-wide.

(x) “Intellectual Property” means any: (i) patents, patent applications or statutory invention
registrations, (ii) trademarks, service marks, trade dress, logos, domain names and other source or business identifiers (whether
registered or unregistered), together with the goodwill associated with any of the foregoing and all registrations, applications for
registration, renewals and extensions of any of the foregoing, (iii) copyrights (whether registered or unregistered) including
copyright applications and registrations and all other works of authorship, including patterns, designs and Software, (iv) rights in
databases and data collections, and (v) trade secrets under applicable Law, including confidential and proprietary information and
know-how.
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(y) “Intervening Event” means a material event, occurrence or development occurring or arising after
the date hereof that was not known to, or reasonably anticipated by, the Company Board as of the date of this Agreement, other
than any event, occurrence or development that relates to a Takeover Proposal.

(z) “IT Systems” means the computer software, technology, computer hardware, firmware, networks,
and interfaces.

(aa) “Key Employees” means Craig Leavitt, Deborah Lloyd, George Carrara, Thomas Linko, Timothy
Michno and Linda Yanussi.

(bb) “Knowledge” means (i) with respect to the Company, the actual knowledge after reasonable
inquiry of the Persons set forth in Section 9.1(bb) of the Company Disclosure Letter and (ii) with respect to Parent or Purchaser, the
actual knowledge after reasonable inquiry of any officers or directors of Parent or Purchaser.

(cc) “Law” means any law, statute, ordinance, code, regulation, rule, executive order, treaty,
convention or other requirement of, or promulgated or enacted by, any Governmental Authority, and any Orders.

(dd) “Licensed Intellectual Property” means all Intellectual Property that is owned by a third party and
licensed or sublicensed by either the Company or any of its Subsidiaries, as the case may be.

(ee) “Liens” means any mortgages, liens, pledges, security interests, claims, options, deeds of trust,
rights of first offer or refusal, charges or other encumbrances in respect of any property or asset.

(ff) “Orders” means any orders, decisions, judgments, writs, injunctions, decrees, awards or other
determination of any Governmental Authority.

(gg) “Owned Intellectual Property” means all Intellectual Property that is owned or purported to be
owned by either the Company or any of its Subsidiaries, as the case may be.

(hh) “Parent Common Stock” means shares of common stock, par value $0.01 per share, of the Parent.

(ii) “Parent Material Adverse Effect” means any Effect that, individually or in the aggregate with all
other Effects, would, or is reasonably expected to, prevent, materially impair or impede Parent’s or Purchaser’s ability to
consummate the Transactions.

(jj) “Permitted Lien” shall mean (i) any Lien for Taxes or other governmental charges which are not
yet due or which are being contested in good faith by appropriate proceedings and for which adequate reserves have been
established, to the extent required, in the Company SEC Reports in accordance with GAAP, (ii) Liens securing indebtedness or
liabilities that are reflected in the Company SEC Reports,
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(iii) such non-monetary Liens or other imperfections of title, if any, that are not materially adverse to the Company and its
Subsidiaries, including (A) easements whether or not shown by the public records, overlaps, encroachments and any matters not of
record which would be disclosed by an accurate survey or a personal inspection of the property and (B) title to any portion of the
premises lying within the right of way or boundary of any public road or private road, (iv) rights of parties in possession, other than
with respect to Intellectual Property, (v) Liens imposed or promulgated by Laws with respect to real property and improvements,
including zoning regulations, (vi) Liens disclosed on existing title insurance policies, title reports or existing surveys which have
(together with all documents creating or evidencing such Liens) been delivered to Parent, (vii) materialmans’, mechanics’, carriers’,
workmen’s, repairmen’s and similar Liens incurred in the ordinary course of business for amounts not yet due or which are being
contested in good faith, (viii) in the case of leased or licensed real property, any Lien to which the fee or any other interest in the
leased or licensed premises is subject, and any rights contained in the applicable lease, license or other occupancy agreement and
(ix) other Liens that would not, individually or in the aggregate, have or reasonably be expected to have a material impact on the
operation of the business of the Company or its Subsidiaries, taken as a whole.

(kk) “Person” means any natural person, corporation, company, partnership, association, limited
liability company, limited partnership, limited liability partnership, trust or other legal entity or organization, including a
Governmental Authority.

(ll) “Representatives” means, when used with respect to Parent or the Company, the directors,
officers, employees, consultants, accountants, legal counsel, investment bankers or other financial advisors, agents and other
representatives of Parent or the Company, as applicable, and their respective Subsidiaries.

(mm) “Revolving Credit Facility” means that Credit Agreement, dated as of May 16, 2014, by and
among the Company, Kate Spade UK Limited, Kate Spade Canada, Inc., and the Guarantors and Lenders, Administrative Agents,
Collateral Agents, Syndication Agent, Documentation Agent, Arrangers, and Bookrunners party thereto.

(nn) “Significant Subsidiary” means a subsidiary of a Person as defined in Section 1-02 of Regulation
S-X under the Exchange Act.

(oo) “Software” means computer software programs including source code and object code.

(pp) “Subsidiary” means, when used with respect to any Person, any other Person that such Person
directly or indirectly owns or has the power to vote or control more than 50% of the voting stock or other interests the holders of
which are generally entitled to vote for the election of the board of directors or other applicable governing body of such other
Person.
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(qq) “Superior Proposal” means any bona fide written Takeover Proposal that was not solicited or
obtained in material breach of Section 6.4 that the Company Board has determined in good faith after consultation with its outside
legal and financial advisors, (i) would, if consummated, be more favorable to the Company’s stockholders from a financial point of
view than the Transactions and (ii) is reasonably likely of being completed (if accepted) on the terms proposed, taking into account
the likelihood and timing of consummation (as compared to the Transactions) and all legal, regulatory, financial, conditionality,
financing and other aspects of such proposal and of this Agreement; provided, that for purposes of the definition of “Superior
Proposal,” the references to “20%” in the definition of Takeover Proposal shall be deemed to be references to “more than 50%.”

(rr) “Takeover Proposal” means any inquiry, proposal, indication of interest or offer (in writing or
otherwise) from any Person or group (other than Parent and its Subsidiaries), relating to, in a single transaction or series of related
transactions, any direct or indirect (i) acquisition of more than 20% of the consolidated assets of the Company and its Subsidiaries
(based on the fair market value thereof, as determined in good faith by the Company Board), including through the acquisition of
one or more Subsidiaries of the Company owning such assets, (ii) acquisition of beneficial ownership (as defined in Rule 12d-3
under the Exchange Act) of more than 20% of the outstanding shares of Common Stock or voting power of the Company,
(iii) tender offer or exchange offer that if consummated would result in any Person or group beneficially owning more than 20% of
the outstanding shares of Common Stock or voting power of the Company or (iv) merger (including a reverse merger in which the
Company is the surviving corporation), consolidation, share exchange, or similar transaction involving the Company pursuant to
which such Person or group (or the stockholders of any Person) would acquire, directly or indirectly, more than 20% of the
consolidated assets of the Company and its Subsidiaries (based on the fair market value thereof, as determined in good faith by the
Company Board) or more than 20% of the aggregate voting power of the Company or of the surviving entity.

(ss) “Tax” or “Taxes” means any and all federal, state, local, non-U.S. or other taxes, levies, fees,
imposts, duties, and similar governmental charges of any kind whatsoever (including any interest, fines, assessments, penalties or
additions to tax imposed in connection therewith or with respect thereto), whether disputed or not, including (i) taxes imposed on,
or measured by, income, franchise, profits or gross receipts, and (ii) ad valorem, value added, capital gains, sales, goods and
services, use, real or personal property, capital stock, license, branch, payroll, estimated, withholding, employment, social security
(or similar), unemployment compensation, utility, severance, production, excise, stamp, occupation, premium, windfall profits,
transfer and gains taxes.

(tt) “Tax Returns” means any and all reports, returns, declarations, claims for refund, elections,
disclosures, estimates, information reports or returns or statements supplied or required to be supplied to a Governmental Authority
in connection with Taxes, including any schedule or attachment thereto or amendment thereof.
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(uu) “Term Credit Facility” means the Term Credit Agreement, dated as of April 10, 2014, among
Kate Spade & Company and the Lenders, Administrative Agent, Syndication Agent, Co-Documentation Agents, Joint Bookrunners
and Joint Lead Arrangers party thereto.

(vv) “Willful and Material Breach” means a willful and deliberate act or a willful and deliberate
failure to act (including a failure to cure), in each case that is the consequence of an act or omission by a party that knows that the
taking of such act or failure to take such act would or would reasonably be expected to cause a breach of this Agreement
(regardless of whether breaching was the object of the act or failure to act), it being understood that such term shall include, in any
event, the failure to consummate the Offer or the Merger when required to do so by this Agreement.

Section 9.2    Interpretation. Unless the express context otherwise requires:

(a) the words “hereof,” “herein” and “hereunder” and words of similar import, when used in this
Agreement, shall refer to this Agreement as a whole and not to any particular provision of this Agreement;

(b) terms defined in the singular shall have a comparable meaning when used in the plural, and vice
versa;

(c) the terms “Dollars” and “$” mean U.S. dollars;

(d) references herein to a specific Section, Subsection, Recital, Schedule or Exhibit shall refer,
respectively, to Sections, Subsections, Recitals, Schedules or Exhibits of this Agreement;

(e) wherever the word “include,” “includes” or “including” is used in this Agreement, it shall be
deemed to be followed by the words “without limitation”;

(f) references herein to any gender shall include each other gender;

(g) references herein to any Person shall include such Person’s heirs, executors, personal
representatives, administrators, successors and assigns; provided, that nothing contained in this Section 9.2 is intended to authorize
any assignment or transfer not otherwise permitted by this Agreement;

(h) references herein to a Person in a particular capacity or capacities shall exclude such Person in any
other capacity;

(i) with respect to the determination of any period of time, the word “from” means “from and
including” and the words “to” and “until” each means “to but excluding”;
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(j) the word “or” shall be disjunctive but not exclusive;

(k) references herein to any Law shall be deemed to refer to such Law as amended, modified,
codified, reenacted, supplemented or superseded in whole or in part and in effect from time to time, and also to all rules and
regulations promulgated thereunder;

(l) references herein to any Contract mean such Contract as amended, supplemented or modified
(including any waiver thereto) in accordance with the terms thereof;

(m) the headings contained in this Agreement are intended solely for convenience and shall not affect
the rights of the parties to this Agreement;

(n) with regard to all dates and time periods set forth or referred to in this Agreement, time is of the
essence;

(o) if the last day for the giving of any notice or the performance of any act required or permitted
under this Agreement is a day that is not a Business Day, then the time for the giving of such notice or the performance of such
action shall be extended to the next succeeding Business Day;

(p) the term “made available” and words of similar import, when used in this Agreement shall mean
the relevant information, documents, projections, estimates, forecasts or other material provided directly to Parent and Purchaser,
including (i) in Company SEC Reports filed with the SEC’s EDGAR service or (ii) in the electronic data room for Project
Thompson run by Intralinks and maintained by the Company for purposes of the Transactions; and

(q) references herein to “as of the date hereof,” “as of the date of this Agreement” or words of similar
import shall be deemed to mean “as of immediately prior to the execution and delivery of this Agreement.”

Section 9.3    No Survival. None of the representations and warranties contained in this Agreement or in any
instrument delivered under this Agreement shall survive the Effective Time. This Section 9.3 shall not limit any covenant or
agreement of the parties to this Agreement which, by its terms, contemplates performance after the Effective Time, which, in each
case, shall survive in accordance with its terms and conditions.

Section 9.4    Governing Law. This Agreement, and any Legal Action or controversy arising out of or relating hereto
or with respect to the Transactions, shall be governed by, and construed in accordance with, the Laws of the State of Delaware,
without regard to conflict of law principles thereof; provided that any action, cause of action, claim, cross-claim or third-party
claim of any kind or description, whether at law or in equity, whether in contract or in tort or otherwise, against any Financing
Source in any way relating to this Agreement, the Commitment Letter or any of the transactions contemplated hereby, or any
dispute arising out of or relating in any way to the
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Transaction Financing, the performance thereof or the transactions contemplated thereby shall be governed by, and construed in
accordance with, the Laws of the State of New York without giving effect to any choice or conflict of law provision or rule whether
of the state of New York or any other jurisdiction that would cause the application of Law of any jurisdiction other than the State of
New York.

Section 9.5    Submission to Jurisdiction; Service. Each party to this Agreement (i) irrevocably and unconditionally
submits to the personal jurisdiction of the federal courts of the United States of America located in the State of Delaware and the
Court of Chancery of the State of Delaware, (ii) agrees that it will not attempt to deny or defeat such personal jurisdiction by
motion or other request for leave from any such court, (iii) agrees that any actions or proceedings arising in connection with this
Agreement or the Transactions shall be brought, tried and determined only in the Delaware Court of Chancery (or, only if the
Delaware Court of Chancery declines to accept jurisdiction over a particular matter, any state or federal court within the State of
Delaware) (the “Chosen Courts”), (iv) waives any claim of improper venue or any claim that those courts are an inconvenient
forum and (v) agrees that it will not bring any action relating to this Agreement or the Transactions in any court other than the
Chosen Courts. The parties to this Agreement agree that mailing of process or other papers in connection with any such action or
proceeding in the manner provided in Section 9.7 or in such other manner as may be permitted by applicable Law, shall be valid,
effective and sufficient service thereof. Notwithstanding anything herein to the contrary, each party to this Agreement
acknowledges and irrevocably agrees that any action or proceeding, whether in contract or tort, at law or in equity or otherwise,
against any Financing Source arising out of, or relating to, the transactions contemplated by this Agreement (including the
Transaction Financing) shall be subject to the exclusive jurisdiction of the Supreme Court of the State of New York, County of New
York, or if under applicable Law exclusive jurisdiction is vested in the federal courts, the United States District Court for the
Southern District of New York in the Borough of Manhattan (and the appellate courts thereof) and each party to this Agreement
submits for itself and its property with respect to any such action or proceeding to the exclusive jurisdiction of such court and
agrees not to bring any such action or proceeding in any other court.

Section 9.6    WAIVER OF JURY TRIAL. EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY
CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT IS LIKELY TO INVOLVE COMPLICATED AND
DIFFICULT ISSUES AND, THEREFORE, EACH SUCH PARTY IRREVOCABLY AND UNCONDITIONALLY WAIVES ANY
RIGHT IT MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LEGAL ACTION DIRECTLY OR INDIRECTLY
ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS (INCLUDING ANY ACTION,
PROCEEDING, CLAIM OR COUNTERCLAIM INVOLVING ANY FINANCING SOURCE AND THEIR RESPECTIVE
NONPARTY AFFILIATES). EACH PARTY TO THIS AGREEMENT CERTIFIES AND ACKNOWLEDGES THAT (A) NO
REPRESENTATIVE OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER
PARTY WOULD NOT SEEK TO ENFORCE THE FOREGOING WAIVER IN
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THE EVENT OF A LEGAL ACTION, (B) SUCH PARTY HAS CONSIDERED AND UNDERSTANDS THE IMPLICATIONS
OF THIS WAIVER, (C) SUCH PARTY MAKES THIS WAIVER VOLUNTARILY AND (D) SUCH PARTY HAS BEEN
INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND
CERTIFICATIONS IN THIS SECTION 9.6.

Section 9.7    Notices. All notices and other communications hereunder shall be in writing and shall be addressed as
follows (or at such other address for a party as shall be specified by like notice):

If to Parent or Purchaser, to:

c/o Coach, Inc.
10 Hudson Yards
19th Floor
New York, NY 10001
Attention:     Nancy Axilrod
E-mail:     naxilrod@coach.com

with a copy (which shall not constitute notice) to:

Fried, Frank, Harris, Shriver and Jacobson LLP
801 17th Street Northwest
Washington, DC 20006
Attention:     Brian Mangino
E-mail:     brian.mangino@friedfrank.com
If to the Company, to:

Kate Spade & Company
2 Park Avenue
New York, NY 10016
Attention:     Timothy F. Michno
E-mail:     tmichno@katespade.com
with a copy (which shall not constitute notice) to:

Paul, Weiss, Rifkind, Wharton & Garrison LLP
1285 Avenue of the Americas
New York, NY 10019-6064
Attention:     Robert B. Schumer

Justin G. Hamill
E-mail:     rschumer@paulweiss.com

jhamill@paulweiss.com

All such notices or communications shall be deemed to have been delivered and received (a) if delivered in person,
on the day of such delivery (with written confirmation of receipt, by other than automatic means, whether electronic or otherwise),
(b) if by electronic mail, on the day on which such electronic mail was sent; provided,
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that receipt is also personally confirmed by telephone, (c) if by certified or registered mail (return receipt requested), on the seventh
(7th) Business Day after the mailing thereof or (d) if by reputable overnight delivery service, on the second Business Day after the
sending thereof.

Section 9.8    Amendment. Subject to compliance with applicable Law, this Agreement may be amended with the
approval of each of the Company Board and the board of directors of Parent at any time; provided, that following the Acceptance
Time, this Agreement may not be amended in a manner that causes the Merger Consideration to differ from the Offer Price;
provided further, that Section 6.15 (Payoff Letters); Section 9.4 (Governing Law); Section 8.7 (Fees and Expenses Following
Termination); Section 9.5 (Submission to Jurisdiction; Service); Section 9.6 (Waiver of Jury Trial); Section 9.8 (Amendment);
Section 9.11(No Third-Party Beneficiaries); Section 9.14 (Assignments); and Section 9.16 (Non-Recourse) (and any provision of
this Agreement to the extent an amendment, modification, waiver or termination of such provision would modify the substance of
any such Section) shall not be amended in a manner that is adverse to any Financing Source without the prior written consent of
such Financing Source. This Agreement may not be amended except by written instrument signed on behalf of each of the Parties.

Section 9.9    Extension; Waiver. At any time before the Effective Time, Parent and Purchaser, on the one hand, and
the Company, on the other hand, may (a) extend the time for the performance of any of the obligations of the other party, (b) waive
any inaccuracies in the representations and warranties of the other party contained in this Agreement or in any document delivered
under this Agreement or (c) subject to applicable Law, waive compliance with any of the covenants or conditions contained in this
Agreement. Any agreement on the part of a party to any extension or waiver shall be valid only if set forth in an instrument in
writing signed by such party. The failure of any party to assert any of its rights under this Agreement or otherwise shall not
constitute a waiver of such rights, nor shall any single or partial exercise thereof preclude any other or further exercise thereof or
the exercise of any right, power or privilege under this Agreement.

Section 9.10    Entire Agreement. This Agreement (including the Exhibits and Annexes hereto), and the Company
Disclosure Letter and the Confidentiality Agreement contain all of the terms, conditions and representations and warranties agreed
to by the parties relating to the subject matter of this Agreement and supersede all prior or contemporaneous agreements,
negotiations, correspondence, undertakings, understandings, representations and warranties, both written and oral, among the
parties to this Agreement with respect to the subject matter of this Agreement.

Section 9.11    No Third-Party Beneficiaries. Except (a) as provided in Section 6.6, (b) solely if the Acceptance Time
occurs, the right of the Company’s stockholders that validly tendered their Shares in the Offer to receive the Offer Price in respect
of such Shares, (c) solely if the Effective Time occurs, for the rights of the holders of Shares to receive the Merger Consideration to
which they are entitled to receive in accordance with Article III, (d) for the right of the holders of Common Stock,
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Company Options and other Company Equity Awards to receive the payments contemplated by Section 3.3, and (e) for the
Financing Sources in connection with Section 6.15 (Payoff Letters); Section 8.7 (Fees and Expenses Following Termination);
Section 9.4 (Governing Law), Section 9.5 (Submission to Jurisdiction; Service), Section 9.6 (Waiver of Jury Trial), Section 9.8
(Amendment), Section 9.11 (No Third-Party Beneficiaries), Section 9.14 (Assignments), and Section 9.16 (Non-Recourse), the
parties hereby agree that their respective representations, warranties, covenants and agreements set forth herein are solely for the
benefit of the other party hereto, in accordance with and subject to the terms of this Agreement, and this Agreement is not intended
to, and does not, confer upon any Person other than the parties hereto any rights or remedies hereunder, including the right to rely
upon the representations and warranties set forth herein.

Section 9.12    Severability. The provisions of this Agreement shall be deemed severable and the invalidity or
unenforceability of any provision shall not affect the validity or enforceability of the other provisions of this Agreement. If any
provision of this Agreement, or the application of that provision to any Person or any circumstance, is invalid or unenforceable,
then (a) a suitable and equitable provision shall be substituted for that provision in order to carry out, so far as may be valid and
enforceable, the intent and purpose of the invalid or unenforceable provision and (b) the remainder of this Agreement and the
application of that provision to other Persons or circumstances shall not be affected by such invalidity or unenforceability, nor shall
such invalidity or unenforceability affect the validity or enforceability of that provision, or the application of that provision, in any
other jurisdiction.

Section 9.13    Rules of Construction. The parties have participated jointly in negotiating and drafting this
Agreement. If an ambiguity or a question of intent or interpretation arises, this Agreement shall be construed as if drafted jointly by
the parties, and no presumption or burden of proof shall arise favoring or disfavoring any party by virtue of the authorship of any
provision of this Agreement. Subject to and without limiting the introductory language to Article IV and Article V, each party to
this Agreement has or may have set forth information in its respective disclosure letter in a section of such disclosure letter that
corresponds to the section of this Agreement to which it relates. The fact that any item of information is disclosed in a disclosure
letter to this Agreement shall not constitute an admission by such party that such item is material, that such item has had or would
have a Company Material Adverse Effect or Parent Material Adverse Effect, as the case may be, or that the disclosure of such be
construed to mean that such information is required to be disclosed by this Agreement.

Section 9.14    Assignment. This Agreement shall be binding upon and shall inure to the benefit of the parties hereto
and their permitted successors and assigns. No party to this Agreement may assign or delegate, by operation of law or otherwise, all
or any portion of its rights or Liabilities under this Agreement without the prior written consent of the other parties to this
Agreement, which any such party may withhold in its absolute discretion. Any purported assignment without such prior written
consents shall be void.
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Section 9.15    Specific Performance. The parties to this Agreement agree that irreparable damage would occur if
any of the provisions of this Agreement were not performed in accordance with their specific terms or were otherwise breached and
that monetary damages, even if available, would not be an adequate remedy therefor. It is accordingly agreed that the parties to this
Agreement shall be entitled to an injunction or injunctions to prevent breaches or threatened breaches of this Agreement and to
enforce specifically the terms and provisions of this Agreement in the Chosen Courts, this being in addition to any other remedy at
law or in equity, and the parties to this Agreement shall not be required to prove actual damages and hereby waive any requirement
for the posting of any bond or similar collateral in connection therewith. Each party hereto agrees that it will not assert that a
remedy of specific performance is unenforceable or invalid or otherwise oppose the granting of an injunction, specific performance
and other equitable relief on the basis that (a) the other party has an adequate remedy at law or (b) an award of specific performance
is not an appropriate remedy for any reason at law or equity.

Section 9.16    Non-Recourse. Subject to the rights of the parties to the Commitment Letter under the terms thereof,
none of the Persons that are expressly identified as parties in the preamble to this Agreement (the “Contracting Parties”), nor any of
their respective Affiliates, shall have any rights or claims against any Financing Source, in connection with this Agreement,
whether at law or equity, in contract, in tort or otherwise. For the avoidance of doubt, none of the Financing Sources, nor or any of
the respective Affiliates, directors, officers, employees, agents and representatives, and no past, present or future director, officer,
employee, incorporator, member, partner, stockholder, agent, attorney or representative of any such Financing Source shall have
any liability for any obligations or liabilities of any party hereto under this Agreement or for any claim (whether in contract, tort or
otherwise) based on, in respect of, or by reason of (or in any way relating to), the transactions contemplated hereby, including any
dispute arising out of or relating in any way to the Commitment Letter, the transactions contemplated thereby or the performance
thereof and the parties hereto agree not to assert any such claim or bring any action, suit or proceeding in connection with any such
claim against any Financing Source or any of their respective Affiliates, directors, officers, employees, agents and representatives
or any of their respective past, present or future directors, officers, employees, incorporators, members, partners, stockholders,
Affiliates, agents, attorneys or representatives.

Section 9.17    Obligations of Parent. Parent hereby guarantees the due, prompt and faithful performance and
discharge by, and compliance with, all of the obligations, covenants, terms, conditions and undertakings of Purchaser under this
Agreement in accordance with the terms hereof, including any and all monetary and other payment obligations and any such
obligations, covenants, terms, conditions and undertakings that are required to be performed, discharged or complied with
following the Effective Time by the Surviving Corporation.

Section 9.18    Counterparts; Effectiveness. This Agreement may be executed in any number of counterparts, as if
the signatures to each counterpart were upon a single instrument, and all such counterparts together shall be deemed an original
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of this Agreement. Facsimile signatures or signatures received as a pdf attachment to electronic mail shall be treated as original
signatures for all purposes of this Agreement. This Agreement shall become effective when, and only when, each party hereto shall
have received a counterpart signed by all of the other parties hereto.

[Signature page follows]
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IN WITNESS WHEREOF, this Agreement has been duly executed and delivered by the duly authorized officers of
the parties to this Agreement as of the date first written above.

COACH, INC.

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

CHELSEA MERGER SUB INC.

By: /s/ Todd Kahn     
Name: Todd Kahn
Title: President and Secretary

KATE SPADE & COMPANY

By: /s/ Craig A. Leavitt     
Name: Craig A. Leavitt
Title: Chief Executive Officer

[Signature Page to Agreement and Plan of Merger]



Annex I

Offer Conditions

Notwithstanding any other provision of the Agreement or the Offer, Purchaser shall not be required to (and Parent shall not
be required to cause Purchaser to) accept for payment or, subject to any applicable rules and regulations of the SEC including Rule
14e-1(c), pay for any Shares validly tendered and not properly withdrawn pursuant to the Offer if any of the following conditions
exist or have occurred and are continuing at the scheduled Expiration Time of the Offer:

(a) Minimum Tender Condition. The number of Shares validly tendered (and not properly withdrawn)
prior to the expiration of the Offer (but excluding shares tendered pursuant to guaranteed delivery procedures that have not yet been
“received,” as defined by Section 251(h)(6) of the DGCL), together with the Shares then owned by Parent and its wholly-owned
Subsidiaries, do not represent at least one Share more than 50% of the then outstanding Shares (the “Minimum Tender Condition”).

(b) Legal Restraints. Any Restraint Authority shall have issued any Order, or any applicable Law or
other legal restraint or prohibition of any such Governmental Authority shall be in effect, in each case that enjoins or otherwise
prohibits consummation of the Offer or the Merger.

(c) Company Material Adverse Effect. Since the date of this Agreement, there has been any change,
effect, event, occurrence, state of facts, or development that, individually or in the aggregate, has had, or would reasonably be
expected to have, a Company Material Adverse Effect.

(d) Governmental Consents. Any waiting period (including any extension thereof) under the Antitrust
Laws applicable to the consummation of the Offer or the Merger shall not have expired or been terminated, or all applicable
consents required under applicable Antitrust Law shall have not been obtained.

(e) Representations and Warranties. (i) the representations and warranties of the Company contained
in Section 4.1 (Organization and Power), Section 4.3 (Corporate Authorization), Section 4.4 (Enforceability), Section 4.8(a)
(Capitalization) and Section 4.26 (Brokers) shall not be true and correct (except in each case for any de minimis inaccuracy) and (ii)
all other representations and warranties of the Company contained in this Agreement shall not be true and correct in all respects,
without regard to any “materiality” or “Company Material Adverse Effect” qualifications contained in them, at and as of the
Acceptance Time, as though made on and as of such date (except for representations and warranties made as of a specified date, the
accuracy of which shall be determined as of that specified date), with only such exceptions as would not individually or in the
aggregate have a Company Material Adverse Effect. Parent shall not have received a certificate signed on behalf of the Company
by an executive officer of the Company to such effect.

(f) Compliance with Covenants. The Company shall not have complied with or performed in all
material respects its obligations, agreements and
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Annex I

covenants required to be complied with or performed by it prior to the Acceptance Time under the Agreement and such failure to
comply or perform shall not have been cured by the Acceptance Time. Parent shall not have received a certificate signed on behalf
of the Company by an executive officer of the Company to such effect.

(g) No Termination of Agreement. The Agreement shall have been terminated in accordance with its
terms.

The foregoing conditions are for the sole benefit of Parent and Purchaser and, other than the Minimum Tender
Condition, may be waived by Parent and Purchaser in whole or in part at any time and from time to time in their respective sole
discretion, in each case subject to the terms and conditions of this Agreement and to the extent permitted by applicable Law. The
failure by Parent, Purchaser or any other Affiliate of Parent at any time to exercise any of the foregoing rights shall not be deemed a
waiver of any such right, the waiver of any such right with respect to particular facts and circumstances shall not be deemed a
waiver with respect to any other facts and circumstances and each such right shall be deemed an ongoing right that may be asserted
at any time and from time to time.

The capitalized terms used in this Annex I shall have the meanings set forth in the Agreement to which it is annexed
unless specifically defined in this Annex I.
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EXHIBIT 10.1
March 27, 2017

Joshua Schulman

Dear Joshua,

It is with great pleasure that I confirm our offer to appoint you as CEO and President, Coach brand, Coach, Inc. (“Coach” or the
“Company), reporting to the Chief Executive Officer of Coach, Inc. Upon effectiveness of the appointment, you will be a member of
the Company’s Operating Group. You will be considered an “officer” under Section 16 of the Securities Exchange Act of 1934, as
amended (the “Exchange Act”), as well as an “Executive Officer” of Coach pursuant to Rule 3b-7 of the Exchange Act.

This letter details your base salary, bonus opportunity, annual equity opportunity, joining compensation and other benefits. It also
lays out the conditions of your employment. If you accept our offer, you agree to start in your new role as early as possible, and no
later than June 5th 2017. (the “Effective Date”)

1. Base Salary

$950,000 per annum.

Your salary will be paid bi-weekly on every other Friday and will be paid less withholding and deductions authorized under
applicable law.

Performance reviews are typically conducted at the end of our fiscal year, which presently runs from approximately July 1 through
June 30. Any merit increases for which you may be eligible would be determined at that time, and would take effect in September.
You will be eligible for a merit increase in September 2018.

2. Incentive Compensation

You will be eligible to participate in the Coach, Inc. 2013 Performance-Based Annual Incentive Plan ("SOPS"), a cash incentive
program under which your payout is based on Coach’s financial performance (as well as your individual performance), subject to
its terms and conditions. Your target bonus will be 100% of your salary actually earned during the fiscal year. The actual bonus
payout may range from 0% of target for performance below established thresholds to 200% of target for maximum performance,
with performance components, measures and target values to be established by the Company’s Board of Directors or the Human
Resources Committee of the Board of Directors (the “Committee). You will be eligible for SOPS beginning in fiscal year 2017, and
will be eligible to receive a pro-rata SOPS bonus in 2017 provided that you commence employment by May 1, 2017.

Any SOPS bonus is paid within three months of the end of the fiscal year and you must be an employee in good standing with
Coach on the SOPS bonus payment date in order to be eligible to receive any such SOPS bonus payment. If you resign your
employment or are terminated for "cause," you are not eligible for this bonus for the fiscal year in which your employment is
terminated. For the purposes of this letter, termination “cause” is defined in the Addendum.
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Please refer to the My Pay section of Coach’s intranet, Coachweb, for the governing terms and conditions of the SOPS bonus
plan. In addition, Coach’s Board of Directors has adopted an incentive repayment policy (attached) for members of the Operating
Group, which you must sign and return to me coincident with your acceptance of this offer.

3. Special Joining Compensation

You will receive a gross sign-on cash bonus of $500,000, 50% of which will be payable within six (6) weeks of the Effective Date,
and 50% on your 6 month anniversary, subject to normal tax withholding. In accepting our offer, you agree that you will repay the
full amount of your sign-on cash bonus if you resign your employment within 12 months of your Effective Date, or if your
employment is terminated for “cause,” as defined in the Addendum. Full repayment of this sign-on bonus must occur within one (1)
month of your termination date.

4. Equity Compensation

Your compensation package includes a guideline annual equity grant value of $2,000,000, to be granted in a fixed proportion of
different equity vehicles as determined annually by the Committee and normally granted in August, which may include restricted
stock units ("RSUs"), performance restricted stock units ("PRSUs"), and/or stock options. Notwithstanding your joining grant
outlined below, Executive Officers of Coach, of which you will be one, currently receive the following mix of equity vehicles: 20%
RSU’s, 40% PRSU’s and 40% stock options. Currently, PRSUs cliff vest on the third anniversary of the grant date and may vest
between 0 to 200% of target shares depending on performance. RSUs vest on the third anniversary of the grant date and stock
options are exercisable one third each year over three years beginning on the first anniversary of the grant date, in each case,
subject to your continued employment or other service with Coach from the grant date to each applicable vesting date. Any future
equity grants will be determined based on your position, performance, time in job and other criteria Coach determines it its
discretion, which are subject to change. All equity awards are subject to approval by the Committee.

Your joining equity grant, with a grant value of $2,000,000 will be made on the first Monday of the fiscal month coincident with or
following your Effective Date, and will be granted in a vehicle mix of 50% RSU’s and 50% Options. The RSUs and Options for your
joining grant will vest pro rata over four years 25%, 25%, 25%, 25%, subject to your continued employment or other service with
Coach.

You are subject to the terms and conditions of the grant agreements, including, but not limited to, the provisions relating to claw
back of equity gains in certain post-employment scenarios. Notwithstanding anything to the contrary in this letter, the terms of the
Amended and Restated Coach, Inc. 2010 Stock Incentive Plan (Amended and Restated as of September 23, 2016) (as it may be
amended from time to time, the "Stock Plan") and related grant agreements, as they may be changed from time to time, are
controlling.

For the avoidance of doubt, upon termination of your employment by the Company without Cause or by you for Good Reason,
your joining grant will continue to vest during the severance period to the extent that such awards would have become vested had
you remained employed through the end of the severance period. In the event of your death or Permanent and Total Disability,
your joining grant shall become fully vested as of the date of your death or Permanent and Total Disability.
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5. Severance

If your employment at Coach should cease involuntarily for any reason other than for "cause" (e.g., position elimination), or if you
resign for “good reason” (each defined in the attached addendum), you will be eligible to receive twelve (12) months of base salary
under the Coach, Inc. Severance Pay Plan, subject to its terms and conditions (including with regard to the time and form of
payment). For more information, please view the Severance Plan document on Coachweb or contact Human Resources. To
receive separation pay, you will be required to sign a waiver and release agreement in the form provided by Coach. This
agreement will include restrictions on your ability to compete with Coach and solicit Coach employees.

6. Section 409A of the Internal Revenue Code

It is expressly intended and contemplated that this letter comply with the provisions of Section 409A of the Code and the
applicable guidance thereunder ("Section 409A") and that the payments hereunder will either be exempt from Section 409A or will
comply with the provisions of Section 409A. This letter will be administered and interpreted in a manner consistent with this intent,
and, notwithstanding any provision of this letter to the contrary, in the event that Coach determines that any amounts payable
hereunder would be immediately taxable to you under Section 409A, Coach reserves the right (without any obligation to do so or
to indemnify you for failure to do so) to amend this letter to satisfy Section 409A or be exempt therefrom (which amendment may
be retroactive to the extent permitted by Section 409A).

Notwithstanding any other provision of this letter, if you are a "specified employee" within the meaning of Treas. Reg. §1.409A-1(i)
(1), then the payment of any amount or the provision of any benefit under this letter which is considered deferred compensation
subject to Section 409A shall be deferred for six (6) months after your "separation from service" or, if earlier, the date of your death
to the extent required by Section 409A(a)(2)(B)(i) (the "409A Deferral Period"). In the event payments are otherwise due to be
made in installments or periodically during the 409A Deferral Period, the payments which would otherwise have been made in the
409A Deferral Period shall be accumulated and paid in a lump sum on Coach’s first standard payroll date that arises on or after
the 409A Deferral Period ends, and the balance of the payments shall be made as otherwise scheduled. For purposes of any
provision of this letter providing for reimbursements to you, such reimbursements shall be made no later than the end of the
calendar year following the calendar year in which you incurred such expenses, and in no event shall the unused reimbursement
amount during one calendar year be carried over into a subsequent calendar year. For purposes of this letter, you shall not be
deemed to have terminated employment unless you have a "separation from service" within the meaning of Treas. Reg. § 1.409A-
1(h). All rights to payments and benefits under this letter shall be treated as rights to receive a series of separate payments and
benefits to the fullest extent allowed by Section 409A. In no event shall any liability for failure to comply with the requirements of
Section 409A be transferred from you or any other individual to Coach or any of its affiliates, employees or agents.
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7. Benefits

Coach will pay or reimburse reasonable and documented legal fees and expenses incurred by you in connection with the
negotiation of this agreement, up to a maximum of $15,000, payable within 30 days of the Effective Date. Such benefit is taxable
to you and will be included in your calendar year 2017 Coach income. Your other major benefits will include medical, dental,
vision, life insurance, short and long term disability, Employee Stock Purchase Plan, employee discount program and 25 business
days of vacation per calendar year, as generally provided by the Company at a comparable level in accordance with the plans,
practices and programs of the Company, and subject to your satisfaction of applicable eligibility requirements. These benefits are
subject to change from time-to-time in the discretion of Coach. We are enclosing a summary of executive benefits highlighting
these programs in Your Coach Benefits Summary Kit.

8. Confidentiality

Coach believes strongly in respecting the proprietary rights of third parties and expects each of its employees to honor their
confidentiality obligations to former employers. Accordingly, we expect you to fully comply with any and all obligations you may
have, including non-compete, non-solicitation and confidentiality obligations. Coach does not want, and specifically instructs you to
maintain in confidence, and not destroy, delete or alter, all information which is confidential and/or proprietary to your current and
former employers. As a reminder, we are offering you this position based upon your talent and the skills you have acquired
throughout your career.

As an employee of Coach, and as a part of this offer, you will be subject to various Company policies set forth in the attached
Addendum as well as those set forth in the Your Coach Benefits Summary Kit that accompanies this offer. Such policies include,
but are not limited to the following:

• Incentive Repayment Policy;
• Executive Stock Ownership Policy;
• Notice of Intent to Terminate Employment;
• Post-Employment Restrictions; and
• Other Terms and Conditions of Employment.

By accepting this offer, you are also expressly accepting to be bound by and adhere to the Company policies set forth in the
attached Addendum and in the packet of materials that accompany this offer letter. This letter, along with the documents attached
hereto or referred to herein, constitutes the entire agreement and understanding between you and Coach with respect to your
employment, and supersedes all prior discussions, promises, negotiations and agreements (whether written or oral) between you
and Coach.
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Joshua, we are thrilled by the prospect of you joining Coach. This letter and the documents attached hereto constitutes Coach’s
entire offer. As you review this offer, please feel free to contact me with any questions. To accept the offer, and acknowledge you
are not relying on any promise or representation that is not contained in this letter, please sign in the space below and return one
of the attached copies to me no later than March 31, 2017.

Sincerely,

/s/ Sarah J. Dunn______________________
Sarah J. Dunn
Global Human Resources Officer
Coach, Inc.
 

Agreed and accepted by:

/s/ Joshua Schulman _______ 3/27/17_______________
Joshua Schulman          Date
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ADDENDUM
COMPANY POLICIES & CONDITIONS OF EMPLOYMENT

As an employee of Coach, you will be subject to the following policies. Please sign the acknowledgement at the end noting your
understanding and agreement.

1. Incentive Repayment Policy

Coach’s Board of Directors has adopted an incentive repayment policy affecting all performance-based compensation Coach pays
to members of its Operating Group. Information on this policy is attached. You agree that you remain subject to this repayment
policy and that it may change from time-to-time as the Committee deems appropriate and/or as is required by law.

2. Executive Stock Ownership Policy

Coach’s Board of Directors has implemented a stock ownership policy for all Vice Presidents and above. Information on this policy
and the recommended amounts of stock ownership for your position is attached. As an Operating Group member and Section
16(b) officer of Coach, you will be required to obtain pre-approval of all Coach stock transactions from the Coach Law Department.

3. Notice of Intent to Terminate Employment

If at any time you elect to terminate your employment with Coach, including a valid retirement from Coach, but excluding as a
result of your Permanent and Total Disability (as defined below), you agree to provide six (6) months’ advance written notice of
your intent to terminate your employment and such notice shall be provided via email to the Chief Executive Officer and Global
Human Resources Officer. After you have provided your required notice, you will continue to be an employee of Coach. Your
duties and other obligations as an employee of Coach will continue and you’ll be expected to cooperate in the transition of your
responsibilities. Coach shall, however, have the right in its sole discretion to direct that you no longer come to work or to shorten
the notice period. Nothing herein alters your status as an employee at-will. Coach reserves all legal and equitable rights to enforce
the advance notice provisions of this paragraph. You acknowledge and agree that your failure to comply with the notice
requirements set forth in this paragraph shall result in: (i) Coach being entitled to an immediate injunction, prohibiting you from
commencing employment elsewhere for the length of the required notice, (ii) Coach being entitled to claw back any bonus paid to
you within 180 days of your last day of employment with Coach, (iii) the forfeiture of any unpaid bonus as of your last day of
employment with Coach, (iv) any unvested equity awards or vested stock options held by you shall be automatically forfeited on
your last day of employment with Coach, and (v) Coach being entitled to claw back any Financial Gain (as defined below) you
realize from the vesting of any Coach equity award within the twelve (12) month period immediately preceding your last day of
employment with Coach. “Financial Gain” shall have the meaning set forth in the various equity award grant agreements that you
receive during your employment with Coach. In the event you terminate your employment due to your Permanent and Total
Disability, you will be deemed to have satisfied the advance notice requirement set forth above and will not be subject to the
penalties, and Coach will not have the remedies, set forth in clauses (i) through (v) of this Section 3. For purposes of this
Addendum, “Permanent and Total Disability” means that you are
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unable to engage in any substantial gainful activity by reason of any medically determinable physical or mental impairment which
can be expected to result in death or which has lasted or can be expected to last for a continuous period of not less than twelve
months.

4. Post-Employment Restrictions

(a) Non-Competition. You are prohibited from, directly or indirectly, counseling, advising, consulting for, becoming employed by or
providing services in any capacity to a “competitor” (as defined below) of Coach or any of its operating divisions, subsidiaries or
affiliates (collectively, the “Coach Group”) during your employment and the twelve (12) month period beginning on your last day of
employment with Coach (the “Restricted Period”).

“Competitor” includes: the companies, together with their respective subsidiaries, parent entities, and all other affiliates as set forth
on Exhibit A, attached hereto (such companies subject to change from time-to-time as posted on Coach’s intranet, Coachweb). In
the event your employment is terminated for any reason (other than for “cause,” as defined below) and Coach, at its sole
discretion, elects to enforce its right to enjoin you from joining a competitor at any time during the Restricted Period, including
prohibiting you from engaging in any of the activities prohibited by this Section 4(a), Coach shall compensate you at your most
recent base salary, subject to usual withholdings, to be paid in consecutive months, during the remainder of the Restricted Period.
The foregoing payments will be made to you solely to the extent that severance or other termination payments are not paid to you
during the remainder of the Restricted Period. Nothing herein shall impact or limit your right to receive any severance payments
and benefits pursuant to the terms of your offer letter or otherwise provided herein, except that it is expressly understood and
agreed that (i) you will not be entitled to receive payments pursuant to this paragraph during any period you are receiving
severance or other termination payments and (ii) your receipt of any severance or other termination payments shall not impact
Coach’s right to enforce its rights under this Section 4(a) or otherwise.

You agree that if you are offered and desire to accept employment with, or provide consulting services to, another business,
person or enterprise, including, but not limited to, a “competitor,” during the Restricted Period, you will promptly inform Coach’s
Global Human Resources Officer, in writing, of the identity of the prospective employer or entity, your proposed title and duties
with that business, person or enterprise, and the proposed starting date of that employment or consulting services. You also agree
that you will inform that prospective employer or entity of the terms of these provisions. Failure to abide by the requirements of this
Section 4(a) will also be deemed a failure to provide the required advance written notice set forth above under Notice of Intent to
Terminate Employment.

(b) Non-Solicitation. You agree that during the Restricted Period, you will not, directly or indirectly, whether alone or in association
with or for the benefit of others, without the prior written consent of Coach, hire or attempt to hire, employ or solicit for
employment, consulting or other service, any officer, employee or agent of the Coach Group (each, a “Protected Person”), or
encourage, persuade or induce any Protected Person to terminate, diminish or otherwise alter such Protected Person’s
relationship with the Coach Group. Notwithstanding the above, this paragraph 4(b) shall not apply to any person that is an
independent contractor provided: (i) that such independent contractor’s services to Coach are not, and were not within the 3
months prior to your termination, exclusive to Coach; and (ii) further provided that, as a result of such action, said independent
contractor does not terminate, diminish or otherwise alter his or her agreement with Coach.
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(c) Non-Interference. During the Restricted Period, you will not, directly or indirectly, whether alone or in association with or for the
benefit of others, whether as an employee, owner, stockholder, partner, director, officer, consultant, advisor or otherwise, assist,
attempt to or encourage (i) any vendor, supplier, customer or client of, or any other person or entity in a business relationship with,
the Coach Group to terminate, reduce, limit or otherwise alter such relationship, whether contractual or otherwise, or (ii) to impair
or attempt to impair any relationship, contractual or otherwise, between the Coach Group and any vendor, supplier, customer or
client or any other person or entity in a business relationship with the Coach Group.

(d) Remedies. You acknowledge that compliance with this Section 4 is necessary to protect the business, good will and proprietary
and confidential information of the Coach Group and that a breach or threatened breach of any provision in this Section 4 will
irreparably and continually damage the Coach Group, for which money damages may not be adequate. Accordingly, in the event
that you breach any provision in this Section 4, you will forfeit any remaining earned but unpaid bonus and Coach shall be entitled
to claw back any bonus paid to you within 180 days of your last day of employment with Coach. In addition, Coach will be entitled
to preliminarily or permanently enjoin you from violating Section 4 in order to prevent the continuation of such harm.

(e) Reasonableness of Restrictions. You acknowledge: (i) that the scope and duration of the restrictions on your activities under
Section 4 are reasonable and necessary to protect the legitimate business interests, goodwill and confidential and proprietary
information of the Coach Group; (ii) that the Coach Group does business worldwide and, therefore, you specifically agree that, in
order to adequately protect the Coach Group, the scope of the restrictions in this provision is reasonable; and (iii) that you will be
reasonably able to earn a living without violating the terms of these provisions.

(f) Judicial Modification. If any court of competent jurisdiction determines that any of the covenants in Section 4, or any part of
them, is invalid or unenforceable, the remainder of such covenants and parts thereof shall not thereby be affected and shall be
given full effect, without regard to the invalid portion. If any court of competent jurisdiction determines that any of the covenants in
Section 4, or any part of them, is invalid or unenforceable because of the geographic or temporal scope of such provisions, such
court shall reduce such scope to the minimum extent necessary to make such covenants valid and enforceable. You agree that in
the event that any court of competent jurisdiction finally holds that any provision of this Section 4 constitutes an unreasonable
restriction against you, such provision shall not be rendered void but shall apply to such extent as such court may judicially
determine constitutes a reasonable restriction under the circumstances.

5. Other Terms and Conditions of Employment

If you accept Coach’s offer, our relationship is "employment-at-will." That means you are free, at any time, for any reason, to end
your employment with Coach and that Coach may do the same, subject to the advance notice requirements set forth above under
Notice of Intent to Terminate Employment.

For the purposes of this letter, termination for “cause” means a determination by Coach that your employment could be terminated
for any of the following reasons: (i) your violation of the Coach Employee Guide or any other written policies or procedures of
Coach which have been made available to you in writing, or on the Company’s intranet, which is not remedied within 30 days of
written notice to you, via email, (ii) your indictment, conviction of, or plea of guilty or nolo
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contendere to, a felony or a crime involving moral turpitude, (iii) your willful or grossly negligent breach of your duties, (iv) any act
of fraud, embezzlement or other similar dishonest conduct, (v) any act or omission that Coach determines could have a material
adverse effect on Coach, including without limitation, its reputation, business interests or financial condition, which is not remedied
within 30 days of written notice to you, via email, (vi) your failure to follow the lawful directives of the Chief Executive Officer or
other officer of Coach to whom you report, which is not remedied within 30 days of written notice to you, via email, or (vii) your
breach of this offer letter or any other written agreement between you and Coach or any of its affiliates, which is not remedied
within 30 days of written notice to you, via email.

For any dispute arising between the parties regarding or relating to this letter and/or any aspect of your employment, the parties
hereby consent to the exclusive jurisdiction in the state and Federal courts located in New York, New York. This Agreement will be
construed and enforced in accordance with the laws of the state of New York, without regard to conflicts of laws principles.

You have “Good Reason” to resign your employment upon the occurrence of the following without your consent: (i) material
diminution of position and title “CEO and President, Coach brand”, or comparable role; (ii) material diminution in the scope of your
role or (iii) relocation of the Company’s executive offices more than 50 miles outside of New York, New York; provided however,
that notwithstanding the foregoing you may not resign your employment for Good Reason unless: (x) you provide the Company
with at least 30 days prior written notice of your intent to resign for Good Reason (which notice is provided not later than the 60th

day following the occurrence of the event constituting Good Reason) and (y) the Company does not remedy the alleged
violation(s) within such 30-day period.

Our agreement regarding employment-at-will may not be changed, except specifically in writing signed by both the Committee and
you. Coach may in its discretion add to, discontinue, or change compensation, duties, benefits and policies. Nothing in the
preceding two sentences shall be construed as diminishing the financial obligations of either of the parties hereunder, including,
without limitation, Coach’s obligations to pay salary, bonus, equity compensation, severance etc., pursuant to the pertinent
provisions set forth above. All payments made hereunder are subject to the usual withholdings required by law. In the event of a
breach by you of any provision of this offer letter and/or any of the Company policies which are included herewith, you agree to
reimburse Coach for any and all reasonable attorney’s fees and expenses related to the enforcement of this agreement, including,
but not limited to, the clawback of gains specified hereunder.
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Our offer of employment is contingent on the following:

• Formal ratification of this agreement by the Human Resources Committee;
• You passing a credit/background check and verification of your identity and authorization to be employed in the United

States;
• You returning a signed copy of this offer letter by March 10, 2017. 
• Your agreement to be bound by, and adhere to, all of Coach’s policies in effect during your employment with Coach,

including the Executive Stock Ownership Policy and Incentive Repayment Policy, and Code of Conduct and our
Confidentiality, Information Security and Privacy Agreement; and

• The terms and conditions of individual equity award agreements.

Agreed and Accepted by:

/s/ Joshua Schulman____________ 3/27/17__________________
Joshua Schulman            Date
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EXHIBIT A

Competitor List
(as of November 2016)

        
Burberry Group PLC

Cole Haan LLC

Fast Retailing Co., Ltd.

Fung Group

G-III Apparel Group, Ltd.

The Gap, Inc.

Kering

J. Crew Group, Inc.

Kate Spade and Company

L Brands, Inc.

LVMH Moet Hennessy Louis Vuitton SA

Michael Kors Holdings Limited

PVH Corp.

Prada, S.p.A.

Proenza Schouler, LLC

Rag & Bone, Inc.

Ralph Lauren Corporation

Tory Burch LLC

Tumi Holdings, Inc.

V.F. Corporation
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Executed Version

EXHIBIT 10.2

MERRILL LYNCH, PIERCE, FENNER & SMITH INCORPORATED
BANK OF AMERICA, N.A.

One Bryant Park
New York, NY 10036

CONFIDENTIAL

May 7, 2017

Coach, Inc.
10 Hudson Yards
New York, NY 10001
Attention: Susan Vo & Kevin Wills

Project Kansas
Commitment Letter

Ladies and Gentlemen:

You (“you” or the “Borrower”) have advised Bank of America, N.A. (“Bank of America”) and Merrill Lynch, Pierce, Fenner
& Smith Incorporated (or any of its designated affiliates, “MLPFS” and, together with Bank of America, the “Commitment Parties”, “we” or
“us”) that you, directly or indirectly through one of your wholly-owned domestic subsidiaries (such subsidiary, the “Merger Sub”), intend to
acquire (the “Acquisition”) a company previously identified to us and code named “Kansas” (the “Acquired Business”) and to consummate the
other Transactions. Such Acquisition will be effected through (i) the purchase of shares of the common stock of the Acquired Business by the
Merger Sub in the “Offer” (as defined in the Acquisition Agreement) and (ii) on the Closing Date (as defined below), promptly following the
closing of the Offer, the merger (the “Merger”) of Merger Sub with and into the Acquired Business pursuant to Section 251(h) of the Delaware
General Corporation Law, with the Target surviving such Merger as your direct or indirect wholly-owned subsidiary. In connection therewith,
the Borrower intends to obtain a 364-day senior unsecured bridge term loan credit facility (the “Bridge Facility”) in an aggregate principal
amount of up to $2,100,000,000 (as such amount may be reduced as set forth in the Term Sheet). The date of consummation of the Acquisition,
Offer and Merger (and the date on which the Bridge Facility shall be available) is referred to herein as the “Closing Date.”

1. Commitments. In connection with the foregoing, (a) Bank of America is pleased to advise you of its commitment to provide
the full principal amount of the Bridge Facility (in such capacity, the “Initial Lender”) and its willingness to act as the sole and exclusive
administrative agent (in such capacity, the “Administrative Agent”) for the Bridge Facility, all upon and subject to the terms and conditions set
forth in this letter and in Exhibits A and B hereto (collectively, the “Term Sheet” and, together with this letter agreement, the “Commitment
Letter”), (b) MLPFS is pleased to advise you of its willingness, and you hereby engage MLPFS, to act as the sole and exclusive lead arranger
and sole and exclusive bookrunner (in such capacity, the “Lead Arranger”) for the Bridge Facility, and in connection therewith to form a
syndicate of lenders for the Bridge Facility subject to your consent to the extent expressly set forth herein (not to be unreasonably withheld or
delayed) (collectively, the “Lenders”), including Bank of America. You further agree that no other titles will be awarded and no compensation
(other than that expressly contemplated by this Commitment Letter and the Fee Letter referred to below) will be paid in order to obtain
commitments in connection with the Bridge Facility unless you and we shall so agree. The commitments of the Initial Lender in respect of the
Bridge Facility and the undertaking of the Lead Arranger to provide the services described herein are subject solely to the satisfaction (or
waiver) of each of the



conditions precedent set forth on Exhibit B and upon the satisfaction (or waiver) of such conditions, the funding of the Bridge Facility shall
occur. All capitalized terms used and not otherwise defined herein shall have the same meanings as specified therefor in the Term Sheet.

1. Syndication. The Lead Arranger intends to commence syndication of the Bridge Facility promptly after your acceptance of
the terms of this Commitment Letter and the Fee Letter (as hereinafter defined) (which syndication shall not reduce the commitment of the
Initial Lender hereunder, except as provided for in Section 8) and you agree to use commercially reasonable efforts to provide us with a period
of at least 20 consecutive days following the date hereof and prior to the Closing Date to syndicate the Bridge Facility. Until the earlier of 90
days following the Closing Date and the completion of a Successful Syndication (as defined in the Fee Letter (as defined below)) (such earlier
date, the “Syndication Date”), you agree to actively assist, and to use your commercially reasonable efforts to cause the Acquired Business and
its subsidiaries to actively assist, the Lead Arranger in achieving a Successful Syndication (as defined in the Fee Letter). Such assistance shall
include (a) your providing and causing your advisors to provide, and using your commercially reasonable efforts to cause the Acquired
Business, their subsidiaries and their advisors to provide, the Lead Arranger (for distribution to Lenders and prospective Lenders) upon request
with all information reasonably deemed necessary by the Lead Arranger to complete such syndication, (b) your assistance in the preparation of
an information memorandum with respect to the Bridge Facility in form and substance customary for transactions of this type and otherwise
reasonably satisfactory to the Lead Arranger (each, an “Information Memorandum”) and other materials to be used in connection with the
syndication of the Bridge Facility (collectively with the Term Sheet and any additional summary of terms prepared for distribution to Public
Lenders (as hereinafter defined), the “Information Materials”), (c) your using your commercially reasonable efforts to ensure that the
syndication efforts of the Lead Arranger benefit materially from your existing lending relationships and the existing banking relationships of
the Acquired Business, (d) your using commercially reasonable efforts to procure or maintain monitored Public Debt Ratings from two of (i)
Moody’s Investors Service, Inc. (“Moody’s”), (ii) Standard & Poor’s Financial Services LLC (“S&P”) and (iii) Fitch, Inc. (“Fitch”), (e) your
using commercially reasonable efforts to execute and deliver the Credit Documentation (as hereinafter defined) or, if applicable, one or more
Joinder Agreements (as hereinafter defined), in each case as soon as reasonably practicable following commencement of syndication of the
Bridge Facility and (f) your making your officers and advisors, and using your commercially reasonable efforts to make the officers and
advisors of the Acquired Business, available to attend and make presentations at a reasonable number of meetings with prospective Lenders at
times to be mutually agreed.

In order to facilitate an orderly and successful syndication of the Bridge Facility, you agree that until the Syndication Date, the
Borrower and its subsidiaries will not, and will use commercially reasonable efforts to cause the Acquired Business and its subsidiaries to not,
issue, announce, offer, place or arrange debt securities or any syndicated credit facilities of the Borrower or its subsidiaries (other than (i) the
Senior Notes, (ii) a Qualifying Term Loan Facility agreed by the Lead Arranger, (iii) the extension of, increase of the commitments under or, to
the extent agreed by the Lead Arranger, other amendment, refinancing or replacement of the Existing Revolving Facility; provided, no such
extension, increase, amendment, refinancing or replacement shall cause or permit more than $900,000,000 of aggregate commitments to be
outstanding under the Existing Revolving Facility (or any amendments, replacements or refinancings thereof) without our express written
consent, (iv) any debt or financing permitted to be incurred by the Acquired Business pursuant to the Merger Agreement and (v) any other
financing agreed by the Lead Arranger), in each case if such issuance, announcement, offering, placement or arrangement could reasonably be
expected to materially impair the primary syndication of the Bridge Facility.

Notwithstanding anything to the contrary contained in this Commitment Letter or the Fee Letter or any other letter agreement
or undertaking concerning the financing of the Transactions to the contrary, (i) none of the paragraphs of this Section 2 shall constitute a
condition to the commitments
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hereunder or the funding of the Bridge Facility on the Closing Date (except to the extent also set forth in Section 5 hereof or Exhibit B hereto)
and (ii) the Commitment Parties’ commitments hereunder are not subject to the commencement or completion of a syndication of the Bridge
Facility or to receipt of any Public Debt Ratings from Moody’s, S&P or Fitch.

It is understood and agreed that the Lead Arranger will manage and control all aspects of the syndication of the Bridge Facility
in consultation with you, including decisions as to the selection of prospective Lenders (subject to your consent, to the extent expressly set forth
herein, not to be unreasonably withheld or delayed) and any titles offered to proposed Lenders, when commitments will be accepted and the
final allocations of the commitments among the Lenders. It is understood that no Lender participating in the Bridge Facility will receive
compensation from you in order to obtain its commitment, except on the terms contained herein and in the Term Sheet and Fee Letter.

2. Information Requirements. You hereby represent and warrant that (a) all information, other than Projections (as defined
below), other forward-looking information and information of a general economic or industry nature (the “Information”), that has been or is
hereafter made available to the Lead Arranger or any of the Lenders by or on behalf of you or any of your representatives or by or on behalf of
the Acquired Business or any of its representatives in connection with any aspect of the Transactions (which representation and warranty shall
be to the best of your knowledge to the extent it relates to the Acquired Business) is and will be complete and correct in all material respects
and does not and will not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements
contained therein not misleading and (b) all financial projections concerning the Borrower, the Acquired Business and their subsidiaries that
have been or are hereafter made available to the Lead Arranger or any of the Lenders by or on behalf of you or any of your representatives or
by or on behalf of the Acquired Business or any of its representatives (the “Projections”) and all other forward-looking information concerning
the Borrower, the Acquired Business and their subsidiaries similarly made available have been or will be prepared in good faith based upon
reasonable assumptions at the time made and at the time such Projections or forward-looking information are furnished to the Lead Arranger or
any Lender. You agree that if at any time prior to the later of the Closing Date and the Syndication Date, any of the representations in the
preceding sentence would be incorrect in any material respect if the Information and Projections were being furnished, and such representations
were being made, at such time, then you will promptly supplement, or cause to be supplemented, the Information and Projections so that such
representations will be correct at such time. In issuing this commitment and in arranging and syndicating the Bridge Facility, the Commitment
Parties are and will be using and relying on the Information and the Projections without independent verification thereof.

You acknowledge that (a) the Lead Arranger on your behalf will make available Information Materials to the proposed
syndicate of Lenders by posting the Information Materials on SyndTrak or another similar electronic system and (b) certain prospective
Lenders (such Lenders, “Public Lenders”; all other Lenders, “Private Lenders”) may have personnel that do not wish to receive material non-
public information (within the meaning of the United States federal securities laws, “MNPI”) with respect to the Borrower, the Acquired
Business, their respective affiliates or any other entity, or the respective securities of any of the foregoing, and who may be engaged in
investment and other market-related activities with respect to such entities’ securities. If requested, you will assist us in preparing an additional
version of the Information Materials not containing MNPI (the “Public Information Materials”) to be distributed to prospective Public
Lenders.

Before distribution of any Information Materials (a) to prospective Private Lenders, you shall provide us with a customary
letter authorizing the dissemination of the Information Materials and (b) to prospective Public Lenders, you shall provide us with a customary
letter authorizing the dissemination of the Public Information Materials and confirming the absence of MNPI therefrom. In addition, at our
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request, you shall identify Public Information Materials by clearly and conspicuously marking the same as “PUBLIC”.

You agree that the Lead Arranger on your behalf may distribute the following documents to all prospective Lenders, unless you
advise the Lead Arranger in writing (including by email) within a reasonable time prior to their intended distributions that such material should
only be distributed to prospective Private Lenders: (a) administrative materials for prospective Lenders such as lender meeting invitations and
funding and closing memoranda, (b) notifications of changes to the terms of the Bridge Facility and (c) other materials intended for prospective
Lenders after the initial distribution of the Information Materials, including drafts and final versions of definitive documents with respect to the
Bridge Facility. If you advise us that any of the foregoing items should be distributed only to Private Lenders, then the Lead Arranger will not
distribute such materials to Public Lenders without further discussions with you. You agree that Information Materials made available to
prospective Public Lenders in accordance with this Commitment Letter shall not contain MNPI.

3. Fees and Indemnities.

(a) You agree to pay the fees set forth in the separate fee letter addressed to you dated the date hereof from the Commitment
Parties (the “Fee Letter”). You also agree to reimburse the Commitment Parties from time to time on demand for all reasonable out-of-pocket
fees and expenses (including the reasonable fees, disbursements and other charges of one primary counsel to the Lead Arranger, the
Administrative Agent and the Lenders, and, if necessary, one special counsel in each applicable specialty and one local counsel in each
applicable jurisdiction (and, in each case, conflicts counsel of the foregoing types for each relevant group of similarly-situated persons subject
to a conflict of interest (together, “Legal Fees”)), and due diligence expenses) incurred in connection with the Bridge Facility, the syndication
thereof, the preparation of the Credit Documentation therefor and the other transactions contemplated hereby, whether or not the Closing Date
occurs or any Credit Documentation is executed and delivered or any extensions of credit are made under the Bridge Facility; provided that
prior to the Closing Date, your obligation under this clause shall be limited to reimbursement of Legal Fees. You acknowledge that we may
receive a benefit, including without limitation, a discount, credit or other accommodation, from any of such counsel based on the fees such
counsel may receive on account of their relationship with us including, without limitation, fees paid pursuant hereto.

(b) You also agree to indemnify and hold harmless each of the Commitment Parties, each other Lender and each of their
affiliates and controlling persons, successors and assigns and their respective officers, directors, employees, agents, advisors and other
representatives (each, an “Indemnified Party”) from and against (and will reimburse each Indemnified Party as the same are incurred for) any
and all claims, damages, losses, liabilities and expenses (including, without limitation, the reasonable fees, disbursements and other charges of
one primary counsel and, if necessary, one special counsel in each applicable specialty and one local counsel in each applicable jurisdiction, in
each case to the Indemnified Parties, taken as a whole (and, in each case, conflicts counsel of the foregoing types for each relevant group of
similarly-situated persons subject to a conflict of interest)) that may be incurred by or asserted or awarded against any Indemnified Party, in
each case arising out of or in connection with or by reason of (including, without limitation, in connection with any investigation, litigation or
proceeding or preparation of a defense in connection therewith) (a) any aspect of the Transactions or any similar transaction and any of the
other transactions contemplated thereby or (b) the Bridge Facility and any other financings, or any use made or proposed to be made with the
proceeds thereof, except to the extent such claim, damage, loss, liability or expense (x) is found in a final, non-appealable judgment by a court
of competent jurisdiction to have resulted from (i) such Indemnified Party’s gross negligence or willful misconduct, (ii) such Indemnified
Party’s material breach of its obligations under this Commitment Letter or (iii) any such investigation, litigation, claim, proceeding or defense
not involving an act or omission by you or any of your affiliates
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and that is brought by an Indemnified Party against another Indemnified Party (other than in its capacity as Lead Arranger (or similar agent) or
Administrative Agent) or (y) results from a settlement entered into without your consent (not to be unreasonably withheld) (it being understood
that such indemnity shall apply if settled with your consent or if there is a final judgment in any applicable proceeding). In the case of any
claim, litigation, investigation or proceeding (any of the foregoing, a “Proceeding”) to which the indemnity in this paragraph applies, such
indemnity shall be effective whether or not such Proceeding is brought by you, your equity holders or creditors, the Acquired Business or their
subsidiaries, affiliates or equity holders, or an Indemnified Party, whether or not an Indemnified Party is otherwise a party thereto and whether
or not any aspect of the Transactions is consummated. You also agree that no Indemnified Party shall have any liability (whether direct or
indirect, in contract or tort or otherwise) to you, the Acquired Business or your or their subsidiaries or affiliates or to your or their respective
equity holders or creditors or any other person arising out of, related to or in connection with any aspect of the Transactions, except to the
extent of direct (as opposed to special, indirect, consequential or punitive) damages determined in a final, non-appealable judgment by a court
of competent jurisdiction to have resulted from such Indemnified Party’s gross negligence or willful misconduct. It is further agreed that the
Commitment Parties shall only have liability to you (as opposed to any other person), and that the Commitment Parties shall be severally liable
solely in respect of their respective commitments to the Bridge Facility, on a several, and not joint, basis with any other Lender.
Notwithstanding any other provision of this Commitment Letter, no party hereto and no Indemnified Party shall be liable for any indirect,
special, punitive or consequential damages in connection with its activities relating to the Bridge Facility (except to the extent payable by the
Borrower pursuant to the foregoing indemnity). Notwithstanding any other provision of this Commitment Letter, no party hereto and no
Indemnified Party shall be liable for any damages arising from the use by others of information or other materials obtained through electronic
telecommunications or other information transmission systems, other than for direct, actual damages resulting from the gross negligence or
willful misconduct of such party or Indemnified Party, as applicable, as determined by a final, non-appealable judgment of a court of competent
jurisdiction. You shall not, without the prior written consent of an Indemnified Party (which consent shall not be unreasonably withheld), effect
any settlement of any pending or threatened Proceeding against an Indemnified Party in respect of which indemnity could have been sought
hereunder by such Indemnified Party unless such settlement (i) includes an unconditional release of such Indemnified Party from all liability or
claims that are the subject matter of such Proceeding and (ii) does not include any statement as to any admission of fault by or on behalf of such
Indemnified Party.

4. Conditions to Financing. The Initial Lender’s commitment hereunder is subject solely to the satisfaction of the conditions
set forth on Exhibit B.

Notwithstanding anything in this Commitment Letter, the Fee Letter, the Credit Documentation or any other letter agreement or
other undertaking concerning the financing of the Transactions to the contrary, the only representations the accuracy of which shall be a
condition to the availability of the Bridge Facility on the Closing Date shall be (a) the representations made by or with respect to the Acquired
Business and its subsidiaries in the Acquisition Agreement as are material to the interests of the Lenders, but only to the extent that you have
(or a subsidiary of yours has) the right to terminate your obligations under the Acquisition Agreement, or to decline to consummate the
Acquisition pursuant to the Acquisition Agreement (as hereinafter defined), as a result of a breach of such representations in the Acquisition
Agreement (the “Acquisition Agreement Representations”) and (b) the Specified Representations (as hereinafter defined). For purposes hereof,
“Specified Representations” means the representations and warranties relating to corporate status, corporate power and authority to enter into
the Credit Documentation; due authorization, execution, delivery and enforceability of the Credit Documentation; in respect of the Credit
Documentation, no conflicts with charter documents or material debt instruments with an aggregate principal and/or committed amount equal
to or greater than $200,000,000 (pro forma for the Transactions); solvency (to be determined in a manner consistent with the solvency
certificate to be delivered substantially in the form set forth in Annex I); Federal Reserve margin
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regulations; the U.S.A. Patriot Act; use of proceeds not violating OFAC or other laws against sanctioned persons or the Foreign Corrupt
Practices Act; Investment Company Act; and absence of payment (in respect of the Bridge Facility) or bankruptcy event of default.
Notwithstanding anything herein to the contrary, the terms of the Credit Documentation will be such that they do not impair the availability of
the Bridge Facility on the Closing Date if the conditions set forth in this Section 5 and in Exhibit B are satisfied (or waived). This paragraph is
referred to as the “Certain Funds Provision.”

5. Confidentiality and Other Obligations. This Commitment Letter and the Fee Letter and the contents hereof and thereof are
confidential and may not be disclosed by you in whole or in part to any person or entity without our prior written consent except (i) on a
confidential basis to your directors, officers, employees, agents, accountants, attorneys and other professional advisors in connection with the
Transactions, (ii) pursuant to the order of any court or administrative agency in any pending legal or administrative proceeding, or otherwise as
required by applicable law or compulsory legal process based on the reasonable advice of your legal counsel (in which case your agree to
inform us promptly thereof), (iii) in the case of the Commitment Letter and the contents hereof (but not the Fee Letter and the contents thereof)
as you may determine is reasonably advisable to comply with your obligations under securities and other applicable laws and regulations, (iv)
this Commitment Letter and the Fee Letter (redacted in a manner reasonably satisfactory to us) may be disclosed on a confidential basis to the
directors, officers, employees, agents, accountants, attorneys and other professional advisors of the Acquired Business in connection with their
consideration of the Transactions and (v) in the case of Exhibit A and its contents only to the rating agencies in connection with their
consideration of the Transactions.

The Commitment Parties shall use all confidential information provided to them by or on behalf of you hereunder solely for the
purpose of providing the services which are the subject of this Commitment Letter and otherwise in connection with the Transactions and shall
treat confidentially all such information; provided, however, that nothing herein shall prevent the Commitment Parties from disclosing any such
information (i) pursuant to the order of any court or administrative agency or in any pending legal or administrative proceeding, or otherwise as
required by applicable law or compulsory legal process (in which case (except with respect to any audit or examination conducted by bank
accountants or any self-regulatory or governmental or regulatory authority exercising examination or regulatory authority) the Commitment
Parties agree to inform you promptly thereof prior to such disclosure to the extent not prohibited by law, rule or regulation), (ii) upon the
request or demand of any regulatory authority having jurisdiction over the Commitment Parties or any of their respective affiliates, (iii) to the
extent that such information becomes publicly available other than by reason of disclosure in violation of this Commitment Letter by the
Commitment Parties, (iv) to the Commitment Parties’ affiliates and the Commitment Parties’ and such affiliates’ directors, officers, employees,
legal counsel, independent auditors and other experts or agents who need to know such information in connection with the Transactions and are
informed of the confidential nature of such information, (v) for purposes of establishing a “due diligence” defense, (vi) to the extent that such
information is received by the Commitment Parties from a third party that is not to the Commitment Parties’ knowledge subject to
confidentiality obligations to you, (vii) to the extent that such information is or was independently developed by the Commitment Parties,
(viii) to actual or prospective, direct or indirect counterparties (or their advisors) to any swap or derivative transaction relating to the Borrower,
the Acquired Business or any of their respective subsidiaries or any of their respective obligations; provided that the disclosure of any such
information to any actual or prospective, direct or indirect counterparty (or their advisors) to any such swap or derivative transaction shall be
made subject to the acknowledgment and acceptance by such counterparty (and their advisors, as applicable) that such information is being
disseminated on a confidential basis (on substantially the terms set forth in this paragraph or as is otherwise reasonably acceptable to you and
each Commitment Party) in accordance with customary market standards for dissemination of such type of information or (ix) to potential
Lenders, participants or assignees who agree to be bound by the terms of this paragraph (or language substantially
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similar to this paragraph or as otherwise reasonably acceptable to you and each Commitment Party, including as may be agreed in any
confidential information memorandum or other marketing material).

The immediately preceding two paragraphs shall terminate on the second anniversary of the date hereof.

You acknowledge that the Commitment Parties or their affiliates may be providing financing or other services to parties whose
interests may conflict with yours. The Commitment Parties agree that they will not furnish confidential information obtained from you to any of
their other customers and will treat confidential information relating to the Borrower, the Acquired Business and their respective affiliates with
the same degree of care as they treat their own confidential information. The Commitment Parties further advise you that they will not make
available to you confidential information that they have obtained or may obtain from any other customer. In connection with the services and
transactions contemplated hereby, you agree that the Commitment Parties are permitted to access, use and share with any of their bank or non-
bank affiliates, agents, advisors (legal or otherwise) or representatives any information concerning the Borrower, the Acquired Business or any
of their respective affiliates that is or may come into the possession of the Commitment Parties or any of such affiliates.

In connection with all aspects of each transaction contemplated by this Commitment Letter, you acknowledge and agree, and
acknowledge your affiliates’ understanding, that: (i) the Bridge Facility and any related arranging or other services described in this
Commitment Letter is an arm’s-length commercial transaction between you and your affiliates, on the one hand, and the Commitment Parties,
on the other hand, (ii) the Commitment Parties have not provided any legal, accounting, regulatory or tax advice with respect to any of the
transactions contemplated hereby and you have consulted your own legal, accounting, regulatory and tax advisors to the extent you have
deemed appropriate, (iii) you are capable of evaluating, and understand and accept, the terms, risks and conditions of the transactions
contemplated hereby, (iv) in connection with each transaction contemplated hereby and the process leading to such transaction, each of the
Commitment Parties has been, is, and will be acting solely as a principal and has not been, is not, and will not be acting as an advisor, agent or
fiduciary, for you or any of your affiliates, stockholders, creditors or employees or any other party, (v) the Commitment Parties have not
assumed and will not assume an advisory, agency or fiduciary responsibility in your or your affiliates’ favor with respect to any of the
transactions contemplated hereby or the process leading thereto (irrespective of whether any of the Commitment Parties has advised or is
currently advising you or your affiliates on other matters) and the Commitment Parties have no obligation to you or your affiliates with respect
to the transactions contemplated hereby except those obligations expressly set forth in this Commitment Letter and (vi) the Commitment Parties
and their respective affiliates may be engaged in a broad range of transactions that involve interests that differ from yours and those of your
affiliates, and the Commitment Parties have no obligation to disclose any of such interests to you or your affiliates. To the fullest extent
permitted by law, you hereby waive and release any claims that you may have against the Commitment Parties with respect to any breach or
alleged breach of agency or fiduciary duty in connection with any aspect of any transaction contemplated by this Commitment Letter.

The Commitment Parties hereby notify you that pursuant to the requirements of the USA PATRIOT Act, Title III of Pub. L.
107-56 (signed into law October 26, 2001) (the “U.S.A. Patriot Act”), each of them is required to obtain, verify and record information that
identifies you, which information includes your name and address and other information that will allow the Commitment Parties, as applicable,
to identify you in accordance with the U.S.A. Patriot Act, and that such information may be shared with Lenders.

6. Survival of Obligations. The provisions of Sections 2, 3, 4, 6 and 9 shall remain in full force and effect regardless of
whether any Credit Documentation shall be executed and delivered and
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notwithstanding the termination of this Commitment Letter or any commitment or undertaking of the Commitment Parties hereunder, except
that the provisions of paragraphs 2 and 3 shall not survive if the commitments and undertakings of the Commitment Parties are terminated prior
to the effectiveness of the Bridge Facility.

7. Miscellaneous. This Commitment Letter and the Fee Letter may be executed in multiple counterparts and by different parties
hereto in separate counterparts, all of which, taken together, shall constitute an original. Delivery of an executed counterpart of a signature page
to this Commitment Letter or the Fee Letter by telecopier, facsimile or other electronic transmission (e.g., a “pdf” or “tiff”) shall be effective as
delivery of a manually executed counterpart thereof. Headings are for convenience of reference only and shall not affect the construction of, or
be taken into consideration when interpreting, this Commitment Letter or the Fee Letter.

This Commitment Letter and the Fee Letter shall be governed by, and construed in accordance with, the laws of the State of
New York; provided, that (a) the interpretation of the definition of “Company Material Adverse Effect” (and whether or not a “Company
Material Adverse Effect” has occurred or would reasonably be expected to occur), (b) the determination of the accuracy of any Acquisition
Agreement Representations and whether as a result of any inaccuracy of any Acquisition Agreement Representation there has been a failure of
a condition precedent to your (or your affiliates’) obligation to consummate the Acquisition or such failure gives you the right to terminate your
(or your affiliates’) obligations under the Acquisition Agreement and (c) the determination of whether the Acquisition has been consummated
in accordance with the terms of the Acquisition Agreement shall, in each case, be governed by, and construed and interpreted in accordance
with, the internal laws and judicial decisions of the State of Delaware applicable to agreements executed and performed entirely within such
State without giving effect to any choice or conflict of laws provision or rule (whether of the State of Delaware or any other jurisdiction) that
would cause the application of laws of any jurisdiction other than the State of Delaware.

Each party hereto hereby irrevocably waives any and all right to trial by jury in any action, proceeding or counterclaim
(whether based on contract, tort or otherwise) arising out of or relating to this Commitment Letter, the Fee Letter, the Transactions and the other
transactions contemplated hereby and thereby or the actions of the Commitment Parties in the negotiation, performance or enforcement hereof.
Each party hereto hereby irrevocably and unconditionally submits to the exclusive jurisdiction of any New York State court or Federal court of
the United States of America sitting in the Borough of Manhattan in New York City in respect of any suit, action or proceeding arising out of or
relating to the provisions of this Commitment Letter, the Fee Letter, the Transactions and the other transactions contemplated hereby and
thereby and irrevocably agrees that all claims in respect of any such suit, action or proceeding may be heard and determined in any such court.
The parties hereto agree that service of any process, summons, notice or document by registered mail addressed to you shall be effective service
of process against you for any suit, action or proceeding relating to any such dispute. Each party hereto waives, to the fullest extent permitted
by applicable law, any objection that it may now or hereafter have to the laying of the venue of any such suit, action or proceedings brought in
any such court, and any claim that any such suit, action or proceeding brought in any such court has been brought in an inconvenient forum. A
final judgment in any such suit, action or proceeding brought in any such court may be enforced in any other courts to whose jurisdiction you
are or may be subject by suit upon judgment.

This Commitment Letter, together with the Fee Letter, embodies the entire agreement and understanding among the parties
hereto and your affiliates with respect to the Bridge Facility and supersedes all prior agreements and understandings relating to the subject
matter hereof. No party has been authorized by the Commitment Parties to make any oral or written statements that are inconsistent with this
Commitment Letter. Neither this Commitment Letter (including the attachments hereto) nor the Fee Letter
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may be amended or any term or provision hereof or thereof waived or modified except by an instrument in writing signed by each of the parties
hereto.

This Commitment Letter may not be assigned by you without our prior written consent (and any purported assignment without
such consent will be null and void), is intended to be solely for the benefit of the parties hereto and is not intended to confer any benefits upon,
or create any rights in favor of, any person other than the parties hereto (and the Indemnified Parties). The Initial Lender may assign all or a
portion of its commitment hereunder to one or more prospective Lenders (i) that are approved by you (such approval not be unreasonably
withheld or delayed), or (ii) that (x) you have identified to us in writing on or prior to the date hereof or (y) constitute lenders under the Existing
Revolving Facility (as defined below) (each such person described in this clause (ii), a “Permitted Assignee”), whereupon the Initial Lender
shall be released from all or the portion of its commitment hereunder so assigned; provided that no such assignment shall relieve the Initial
Lender of its obligations hereunder, except to the extent such assignment is evidenced by at our election, (i) a customary joinder agreement (a
“Joinder Agreement”) or an amendment and restatement of this Commitment Letter, in each case reasonably satisfactory to us and you,
pursuant to which such lender agrees to become party to this Commitment Letter and extend commitments directly to you on the terms set forth
herein, and which shall not add any conditions to the availability of the Bridge Facility or change the terms of the Bridge Facility or increase
compensation payable by you in connection therewith except as set forth in the Commitment Letter and the Fee Letter, or (ii) the Credit
Documentation. For the avoidance of doubt, the Borrower hereby consents to assignments of the Bridge Facility to Permitted Assignees after
the Effective Date (as defined below). Additionally, the parties hereby agree that MLPFS may, without notice to, or the consent of, you or any
other person, assign its rights and obligations under this Commitment Letter and the Fee Letter to any other registered broker-dealer wholly-
owned by Bank of America Corporation to which all or substantially all of Bank of America Corporation’s or any of its subsidiaries’
investment banking, commercial lending services or related businesses may be transferred following the date of this Commitment Letter.

Any and all obligations of, and services to be provided by Bank of America hereunder (including, without limitation, the Initial
Lender’s commitment) may be performed and any and all rights of Bank of America hereunder may be exercised by or through any of its
respective affiliates or branches and, in connection with such performance or exercise, Bank of America may exchange with such affiliates or
branches information concerning you and your affiliates that may be the subject of the transactions contemplated hereby and, to the extent so
employed, such affiliates and branches shall be entitled to the benefits afforded to Bank of America hereunder.

Please indicate your acceptance of the terms of the Bridge Facility set forth in this Commitment Letter and the Fee Letter by
returning to us executed counterparts of this Commitment Letter and the Fee Letter, and paying the fees specified in the Fee Letter to be
payable upon acceptance of this Commitment Letter with respect to the Bridge Facility by wire transfer of immediately available funds to the
account specified by us, not later than 5:00 p.m. (New York City time) on May 8, 2017 whereupon the undertakings of the parties with respect
to the Bridge Facility shall become effective to the extent and in the manner provided hereby. This offer shall terminate with respect to the
Bridge Facility if not so accepted by you at or prior to that time. Thereafter, all commitments and undertakings of each Commitment Party
hereunder (or under the Credit Documentation, as applicable) will expire on the earliest of (a) the Termination Date (as defined in the
Acquisition Agreement as in effect on the date hereof), (b) the closing of the Acquisition without drawing on the Bridge Facility, (c) the
execution of the Credit Documentation (the “Effective Date”), (d) the date that the Acquisition Agreement is terminated or a public
announcement by you of your intention not to proceed with the Acquisition and (e) receipt by Bank of America of written notice from the
Borrower of its election to terminate all commitments under the Bridge Facility in full.

[The remainder of this page intentionally left blank]

-9-
#89451752v22



We are pleased to have the opportunity to work with you in connection with this important financing.

Very truly yours,

BANK OF AMERICA, N.A.

By:    /s/ Nicholas Cheng    
Name: Nicholas Cheng

Title: Director

MERRILL LYNCH, PIERCE, FENNER & SMITH INCORPORATED

By: /s/ Wajeeh Fahem    
Name: Wajeeh Fahem
Title: Managing Director

Signature Page to Commitment Letter - Project Kansas
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Accepted and agreed to as of the date first written above:

COACH, INC.

By: /s/ Victor Luis        
Name: Victor Luis

Title: Chief Executive Officer
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EXHIBIT A

SUMMARY OF TERMS AND CONDITIONS
BRIDGE FACILITY

Capitalized terms not otherwise defined herein have the same meanings as specified therefor in the Commitment Letter to
which this Exhibit A is attached.

Borrower: Coach, Inc., a Maryland corporation (the “Borrower”).

Guarantors: The Bridge Facility (as defined below) shall be guaranteed (the “Guarantees”) by (i) all of the Borrower’s
domestic “significant subsidiaries” on terms, and subject to exceptions, substantially similar to the Existing
Revolving Facility (as defined below) and (ii) any other person that is a borrower or issuer with respect to, or
that guarantees or is required to guarantee, the Existing Revolving Facility (or any credit facility that replaces
or refinances the Existing Revolving Facility) or any senior notes of the Borrower (collectively, the
“Guarantors”); provided that each such person’s Guarantee shall be released if such person’s guarantee of
the Existing Revolving Facility is released.

Transactions: The Borrower intends to acquire (the “Acquisition”) a company previously identified to the Lead Arranger
and code named “Kansas” (the “Acquired Business”), pursuant to an Agreement and Plan of Merger
(together with the schedules and exhibits thereto, the “Acquisition Agreement”), dated as of May 7, 2017,
between the Borrower, Merger Sub (as defined below) and the Acquired Business for an aggregate cash
consideration to be paid in connection with the Offer as set forth in the Acquisition Agreement (“Offer
Consideration”). Such Acquisition will be effected through (i) the purchase of shares of the common stock
of the Acquired Business by a direct or indirect wholly-owned domestic subsidiary of the Borrower (the
“Merger Sub”) in the “Offer” (as defined in the Acquisition Agreement) and (ii) on the Closing Date (as
defined below), promptly following the closing of the Offer, the merger (the “Merger”) of Merger Sub with
and into the Acquired Business pursuant to Section 251(h) of the Delaware General Corporation Law, with
the Target surviving such Merger as a direct or indirect wholly-owned subsidiary of the Borrower. The date
of consummation of the Acquisition, Offer and Merger (and the date on which the Bridge Facility shall be
available) is referred to herein as the “Closing Date.” In connection with the Acquisition, the Borrower
intends to (a) obtain a 364-day senior unsecured bridge term loan credit facility described below under the
caption “Bridge Facility” and (b) pay the fees and expenses incurred in connection with the foregoing (the
“Transaction Costs”). It is anticipated that some or all of the Bridge Facility will be replaced or refinanced
by the issuance of senior unsecured notes by the Borrower through a public offering or in a private placement
(the “Senior Notes”). The transactions described in this paragraph are collectively referred to herein as the
“Transactions.”

Administrative
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Agent: Bank of America, N.A. (“Bank of America”) will act as sole and exclusive administrative agent for the
Lenders (the “Administrative Agent”).

Sole Lead Arranger
and Sole Bookrunner: Merrill Lynch, Pierce, Fenner & Smith Incorporated (or any of its designated affiliates, “MLPFS”) will act

as sole and exclusive lead arranger and sole and exclusive bookrunner for the Bridge Facility (the “Lead
Arranger”).

Lenders: Bank of America and other banks, financial institutions and institutional lenders selected by the Lead
Arranger, subject to approval by the Borrower to the extent expressly contemplated hereby (such approval
not to be unreasonably withheld or delayed).

Bridge Facility: A 364-day senior unsecured bridge term loan credit facility in an aggregate principal amount in U.S. dollars
of up to $2,100,000,000 (the “Bridge Facility”).

Purpose: The proceeds shall be used by the Borrower (i) to pay the Offer Consideration and (ii) to pay the Transaction
Costs.

Availability: The Bridge Facility shall be available in a single draw on the Closing Date.

Interest Rates and Fees: As set forth in Annex I hereto.

Calculation of Interest
and Fees: Other than calculations in respect of interest at the Base Rate (which shall be made on the basis of actual

number of days elapsed in a 365/366 day year), all calculations of interest and fees shall be made on the basis
of actual number of days elapsed in a 360-day year.

Cost and Yield Protection: Customary for transactions and facilities of this type, including, without limitation, in respect of breakage or
redeployment costs, changes in capital adequacy, liquidity and capital requirements or their interpretation
(including pursuant to Dodd-Frank or Basel III), illegality, unavailability and clear of withholding or other
taxes (with customary limitations and exclusions for transactions of this type).

Maturity: The Bridge Facility will mature on the date that is 364 days after the Closing Date (the “Maturity Date”).

Scheduled Amortization: None.

Mandatory Prepayments
and Commitment
Reductions: On or prior to the Closing Date, the aggregate commitments in respect of the Bridge Facility under the

Commitment Letter or under the Credit Documentation (as applicable) shall be permanently reduced, and
after the Closing Date, the aggregate loans under the Bridge Facility shall be
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prepaid, in each case, dollar-for-dollar, by the following amounts (in each case subject to exceptions
to be agreed):

(a) 100% of the net cash proceeds of all non-ordinary course asset sales or other dispositions of
property by the Borrower and its subsidiaries (including proceeds from the sale of stock of any subsidiary of
the Borrower and insurance and condemnation proceeds), subject to exceptions to be agreed upon;

(b) 100% of the net cash proceeds received from any incurrence of (and in the case of a Qualifying
Term Loan Facility or other indebtedness with conditions precedent no less favorable to the Borrower,
commitments in respect of) debt for borrowed money (including, without limitation, any Senior Notes) other
than (i) any intercompany debt of the Borrower or any of its subsidiaries, (ii) debt of the Borrower or any of
its subsidiaries incurred in the ordinary course under that certain Amended and Restated Credit Agreement,
as amended and restated as of March 18, 2015, by and among the Borrower, the foreign subsidiary borrowers
party thereto, the lenders from time to time party thereto and JPMorgan Chase Bank, N.A., as administrative
agent (as in effect on the date hereof, and as otherwise amended with the consent of the Lead Arranger, the
“Existing Revolving Facility”), not in excess of $300,000,000 in aggregate principal amount outstanding at
any time and (iii) other debt for borrowed money to be agreed upon; provided, notwithstanding the
foregoing, this clause (b) shall not reduce commitments in respect of (or require prepayment of) the Bridge
Facility due to any drawing or borrowing of a Qualifying Term Loan Facility if and to the extent the
commitments in respect of the Bridge Facility were previously reduced upon the effectiveness of the
applicable Qualifying Term Loan Facility and further reduction or prepayment would be duplicative thereof;
and

(c) 100% of the net cash proceeds received from any issuance of equity or equity-linked securities in
a public offering or private placement by the Borrower or any of its subsidiaries, subject to exceptions to be
agreed upon; and

(d) 100% of the committed amount of any term loan credit facility entered into for the purpose of
financing the Transactions (such reduction to occur automatically upon the effectiveness of definitive
documentation for such term loan credit facility and receipt by the Lead Arranger of a notice from the
Borrower that such term loan credit facility constitutes a Qualifying Term Loan Facility (as defined below)).

“Qualifying Term Loan Facility” shall mean a term loan facility entered into by the Borrower for
the purpose of financing the Transactions that is subject to conditions precedent to funding that are no less
favorable to the Borrower than the conditions set forth herein to the funding of the Bridge Facility, as
determined by the Borrower in its reasonable discretion.
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The Borrower shall give the Administrative Agent prompt written notice of any commitment
reduction or prepayment required pursuant to this section.

In addition, the commitments shall terminate on the earliest of (a) the Termination Date (as defined
in the Acquiring Agreement as in effect on the date hereof), (b) the closing of the Acquisition without
drawing on the Bridge Facility, (c) the date that the Acquisition Agreement is terminated or there is a public
announcement by the Borrower of its intention not to proceed with the Acquisition and (d) receipt by the
Administrative Agent of written notice from the Borrower of its election to terminate all commitments under
the Bridge Facility in full.

Optional Prepayments and
Commitment Reductions: The Bridge Facility may be prepaid at any time in whole or in part without premium or penalty, upon written

notice, at the option of the Borrower, except that any prepayment of LIBOR advances other than at the end of
the applicable interest periods therefor shall be made with reimbursement for any funding losses and
redeployment costs of the Lenders resulting therefrom. The commitment under the Bridge Facility may be
reduced permanently or terminated by the Borrower at any time without penalty.

Conditions Precedent
to Borrowing on the
Closing Date: The borrowing under the Bridge Facility on the Closing Date will be subject solely to the conditions

precedent set forth in Section 5 of the Commitment Letter and Exhibit B to the Commitment Letter.

Documentation: The definitive documentation for the Bridge Facility (the “Credit Documentation”), including the
representations and warranties, covenants, and events of default in the Credit Documentation, will be based
on the Existing Revolving Facility, with changes mutually agreed between the Borrower and the
Administrative Agent. In addition, the Credit Documentation will reflect the terms set forth in the
Commitment Letter (including this Term Sheet) and the Fee Letter, and will give due regard to the size of the
Borrower and its subsidiaries pro forma for the Transactions. The principles described in this paragraph are
referred to herein as the “Documentation Principles.”

Representations and
Warranties: Limited to the following (subject to the Documentation Principles): (i) organization, powers, subsidiaries; (ii)

authorization, enforceability; (iii) governmental approvals, no conflicts; (iv) financial condition, no material
adverse change; (v) properties; (vi) litigation; (vii) investment company status; (viii) taxes; (ix) ERISA; (x)
disclosures; (xi) Federal Reserve regulations; (xii) no default; (xiii) anti-corruption laws and sanctions
(including the U.S.A. Patriot Act, Foreign Corrupt Practices Act and laws with respect to sanctioned
persons); (xiv) solvency and (xv) Borrower not an EEA Financial Institution.
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All representations made on the Closing Date shall be made giving effect to the Acquisition.

Covenants: Affirmative, negative and financial covenants limited to the following (subject to the Documentation
Principles):

(a) Affirmative Covenants: (i) Financial statements and other information; (ii) notices of material events;
(iii) existence, conduct of business; (iv) payment of obligations; (v) maintenance of properties and
insurance; (vi) books and records, inspection rights; (vii) compliance with laws and material
contractual obligations; (viii) use of proceeds and (ix) subsidiary guarantees (if applicable).

(b) Negative Covenants: Restrictions with respect to (i) indebtedness; (ii) liens; (iii) fundamental
changes and asset sales; (iv) investments, loans, advances, guarantees and acquisitions; (v)
transactions with affiliates and (vi) restricted payments; in each of the foregoing cases, with such
exceptions and thresholds consistent with the Documentation Principles.

All covenants and events of default shall apply commencing on the Effective Date.

(c) Financial Covenant:

• Maximum ratio of (x) Consolidated Total Indebtedness plus 600% of Consolidated Lease
Expense to (y) Consolidated EBITDAR of 4.00 to 1.00, calculated in a manner substantially
similar to the Existing Revolving Facility.

Events of Default: Limited to the following (subject to the Documentation Principles): (i) nonpayment of principal, interest, fees
or other amounts; (ii) any representation or warranty proving to have been inaccurate when made or deemed
made; (iii) failure to perform or observe or comply with covenants, conditions and agreements set forth in the
Credit Documentation; (iv) cross payment default to material indebtedness; (v) cross default to material
indebtedness; (vi) voluntary and involuntary bankruptcy and insolvency defaults; (vii) material unpaid
judgments; (viii) customary ERISA defaults; (ix) change of control; and (x) actual or asserted invalidity or
impairment of material provision of Credit Documentation (including, without limitation, any Guarantee).

Assignments and
Participations: Prior to the Closing Date, the Lenders will be permitted to assign commitments under the Bridge Facility

with the consent of the Borrower (not to be unreasonably withheld); provided that such consent of the
Borrower shall not be required (i) if such assignment is made to another Lender under the Bridge Facility or
an affiliate or approved fund of any such Lender (any such person, a “Lender or Affiliate Assignee”) or (ii)
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if such assignment is made to a Permitted Assignee. From and after the Closing Date, the Lenders
will be permitted to assign loans under the Bridge Facility with the consent of the Borrower (not to be
unreasonably withheld); provided that such consent of the Borrower shall not be required if (i) an event of
default is continuing (provided, the standard shall be payment or bankruptcy event of default to the extent the
Existing Revolving Facility is amended, refinancing or replaced prior to the Closing Date in a manner that
similarly incorporates a payment or bankruptcy event of default standard) or (ii) such assignment is made to
a Lender or Affiliate Assignee. Each assignment will be in minimum amounts to be agreed. The Borrower
shall be deemed to have consented to any assignment if it shall have failed to respond to a request for consent
within five business days. All assignments shall require the consent of the Administrative Agent. The
Lenders will be permitted to sell participations in loans and commitments with customary restrictions. Voting
rights of participants shall be limited to significant matters such as changes in amount, rate and maturity date.
An assignment fee in the amount of $3,500 will be charged with respect to each assignment unless waived by
the Administrative Agent.

Waivers and Amendments: Amendments and waivers of the provisions of the Credit Documentation will require the approval of Lenders
holding advances and commitments representing more than 50% of the aggregate advances and
commitments under the Bridge Facility (the “Required Lenders”), except that the consent of each Lender
will be required with respect to, among other things, (i) increases in commitment amount of such Lender, (ii)
reductions of principal, interest, or fees payable to such Lender, (iii) extensions of scheduled maturities or
times for payment of the loans or commitments of such Lender, (iv) alterations of certain provisions relating
to the pro rata sharing of payments and (v) release of all or substantially all of the value of the Guarantees.

Indemnification: The Borrower will indemnify and hold harmless the Administrative Agent, the Lead Arranger, each Lender
and each of their affiliates and their officers, directors, employees, agents and advisors (each, an
“Indemnified Party”) from and against all losses, liabilities, claims, damages or expenses arising out of or
relating to the Transactions, the Bridge Facility, the Borrower’s use of loan proceeds or the commitments,
including, but not limited to, settlement costs and reasonable fees of one primary counsel and, if necessary,
one special counsel in each applicable specialty and one local counsel in each applicable jurisdiction, in each
case to the Indemnified Parties, taken as a whole (and, in each case, conflicts counsel of the foregoing types
for each relevant group of similarly-situated persons subject to a conflict of interest), except, in each case, to
the extent such losses, liabilities, claims, damages or expenses resulted from (i) such Indemnified Party’s
gross negligence or willful misconduct, (ii) such Indemnified Party’s material breach of its obligations under
the Credit Documentation or (iii) any investigation, litigation, claim, proceeding or defense not involving an
act or omission by the Borrower or any of its affiliates and that is brought by an Indemnified Party against
another Indemnified Party (other than in
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its capacity as Lead Arranger (or similar agent) or Administrative Agent), in each case, as
determined by a final, non-appealable judgment of a court with competent jurisdiction. This indemnification
shall survive and continue for the benefit of all such persons or entities.

European Union Bail-in: The Credit Documentation will contain a standard European Union bail-in acknowledgement.  

Governing Law: New York.

Expenses: If the Closing Date occurs, the Borrower will pay all reasonable costs and expenses associated with the
preparation, due diligence, administration, syndication and enforcement of all Credit Documentation and
regardless of whether the Closing Date occurs, the Borrower shall reimburse the Commitment Parties for all
Legal Fees. The Borrower will also pay the expenses of each Lender in connection with the enforcement of
any of the Credit Documentation related to the Bridge Facility.

Counsel to the

Administrative Agent:         Davis Polk & Wardwell LLP.

Miscellaneous: Each of the parties shall (i) waive its right to a trial by jury and (ii) submit to exclusive New York
jurisdiction. The Credit Documentation will also contain customary defaulting lender language.
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Annex I
TO EXHIBIT A

Interest Rates: The interest rates per annum applicable to the Bridge Facility will be, at the option of the Borrower (i)
LIBOR (calculated on a 360-day basis) plus the Applicable LIBOR Margin (as hereinafter defined) or (ii) the
Base Rate (calculated on a 365/366-day basis) plus the Applicable Base Rate Margin (as hereinafter defined).

The Borrower may select interest periods of one, two, three or six months for LIBOR advances (or, if
acceptable to all Lenders, any other period that is twelve months or less). Interest shall be payable at the end
of the selected interest period, but no less frequently than quarterly.

“LIBOR” and “Base Rate” will have meanings customary and appropriate for financings of this type
(and in any event shall not be less than 0%).

Default Interest: During the continuance of an event of default, overdue portions (including amounts overdue in connection
with an acceleration of loans’ maturity, whether or not in connection with a bankruptcy or insolvency
proceeding) of loans shall automatically bear interest at the rate otherwise applicable to such loan plus 2%.

Applicable LIBOR Margin: To be based on public ratings from S&P, Moody’s and/or Fitch for senior unsecured, long-term debt of the
Borrower without third-party credit enhancement (the “Public Debt Rating”), as follows:

 
Pricing
Level I

Pricing
Level II

Pricing
Level III

Pricing
Level IV

Public Debt Rating ≥ BBB / Baa2 / BBB BBB- / Baa3 / BBB- BB+ / Ba1 / BB+ ≤ BB / Ba2 / BB

Applicable Margin Rate

Closing Date through 89 days following the Closing Date 125.0 bps 150.0 bps 200.0 bps 225.0 bps

90th day following the Closing Date through 179th day following the Closing
Date

150.0 bps 175.0 bps 225.0 bps 250.0 bps

180th day following the Closing Date through 269th day following the Closing
Date

175.0 bps 200.0 bps 250.0 bps 275.0 bps

From the 270th day following the Closing Date 200.0 bps 225.0 bps 275.0 bps 300.0 bps

provided (i) if there shall be three Public Debt Ratings and two of the three are the same Pricing
Level, the Pricing Level with two Public Debt Ratings shall apply, (ii) if there shall be three Public Debt
Ratings and all three shall be different Pricing Levels, the intermediate Pricing Level shall apply, (iii) if there
shall be two Public Debt Ratings and a difference of one Pricing Level between them, the higher Pricing
Level (with
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Pricing Level I being the highest and Pricing Level IV being the lowest) shall apply, (iv) if there
shall be two Public Debt Ratings and a difference of two or more Pricing Levels between them, the Pricing
Level that is one Pricing Level lower than the higher of such two Pricing Levels shall apply, (v) if there shall
be only one Public Debt Rating, the Pricing Level one below the Pricing Level applicable to such Public
Debt Rating shall apply and (vi) if there shall be no Public Debt Ratings, Pricing Level IV shall apply.

Applicable Base Rate Margin: The greater of (i) 0% and (ii) the Applicable LIBOR Margin minus 1.0%.

Duration Fees: The Borrower will pay a fee (the “Duration Fee”), for the ratable benefit of the Lenders, in an amount equal
to (i) 0.50% of the aggregate principal amount of the loans under the Bridge Facility outstanding on the date
which is 90 days after the Closing Date, due and payable in cash on such 90th day (or if such day is not a
business day, the next business day); (ii) 0.75% of the aggregate principal amount of the loans under the
Bridge Facility outstanding on the date which is 180 days after the Closing Date, due and payable in cash on
such 180th day (or if such day is not a business day, the next business day); and (iii) 1.00% of the aggregate
principal amount of the loans under the Bridge Facility outstanding on the date which is 270 days after the
Closing Date, due and payable in cash on such 270th day (or if such day is not a business day, the next
business day).

Undrawn Commitment Fees: The Borrower will pay a fee (the “Undrawn Commitment Fee”), for the ratable benefit of the Lenders, at a
rate per annum equal to 0.175% (the applicable rate, the “Undrawn Fee Rate”), on the undrawn portion of
the commitments in respect of the Bridge Facility, which fee shall accrue from and including the later of (x)
45 days after the date of the Commitment Letter and (y) the date of execution of the Credit Documentation
(such later date, the “Fee Start Date”), to but excluding the earlier of (i) termination or expiration of the
commitments under the Bridge Facility and (ii) the Closing Date (such earlier date, the “Fee Payment
Date”), such Undrawn Commitment Fee shall by be due and payable on the Fee Payment Date and shall be
calculated based on the number of days (if any) elapsed in a 360-day year.
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Exhibit B

CONDITIONS PRECEDENT TO CLOSING

Capitalized terms not otherwise defined herein have the same meanings as specified therefor in the Commitment Letter to
which this Exhibit B is attached.

The initial borrowing under the Bridge Facility will be subject to the following additional conditions precedent:

(i) The Acquisition, the Offer (and the payment of the Offer Consideration in respect of shares initially validly
tendered in the Offer), the Merger and the other Transactions shall be consummated substantially concurrently with the closing
under the Bridge Facility in accordance with the Acquisition Agreement and the Acquisition Agreement shall not have been
amended or modified, and no condition shall have been waived or consent granted, in any respect that is materially adverse to
the Lenders or the Lead Arranger without the Lead Arranger’s prior written consent (it being understood and agreed that (i) any
decrease in the Offer Consideration per share in excess of 15% shall be deemed materially adverse to the Lenders and the Lead
Arranger, (ii) any decrease in the Offer Consideration per share equal to or less than 15% shall be deemed not materially
adverse to the Lenders and the Lead Arranger to the extent such decrease is applied to reduce the Bridge Facility on a dollar-
for-dollar basis, (iii) any increase in Offer Consideration that is not funded with equity shall be deemed to be materially adverse
to the Lenders and the Lead Arranger, (iv) any modification of the definition of Minimum Tender Condition (as defined in the
Acquisition Agreement as in effect on the date hereof) shall be deemed to be materially adverse to the Lenders and the Lead
Arranger and (v) any modification of the definition of Company Material Adverse Effect (as defined in the Acquisition
Agreement as in effect on the date hereof) shall be deemed to be materially adverse to the Lenders and the Lead Arranger).

(ii) Since the date of the Acquisition Agreement, there shall not have been any change, effect, event,
occurrence, state of facts, or development that, individually or in the aggregate, has had, or would reasonably be expected to
have, a Company Material Adverse Effect (as defined in the Acquisition Agreement).

(iii) The Lead Arranger shall have received for each of the Borrower and the Acquired Business: (a) U.S.
GAAP audited consolidated balance sheets and related statements of income, stockholders’ equity and cash flows for the three
most recent fiscal years ended at least 90 days prior to the Closing Date; provided that the Lead Arranger acknowledges that it
has received (i) in the case of the Borrower, such financial statements for fiscal years ended June 28, 2014, June 27, 2015 and
July 2, 2016 and (ii) in the case of the Acquired Business, such financial statements for fiscal years ended January 3, 2015,
January 2, 2016 and December 31, 2016 and (b) U.S. GAAP unaudited consolidated and (to the extent available) consolidating
balance sheets and related statements of income, stockholders’ equity and cash flows for each subsequent fiscal quarter ended
at least 45 days before the Closing Date; provided that the Lead Arranger acknowledges that it has received, (i) in the case of
the Borrower, the financial statement for fiscal quarters ended October 1, 2016, December 31, 2016 and April 1, 2017 and (ii)
in the case of the Acquired Business, the financial statements for fiscal quarter ended April 1, 2017, which financial statements
shall, in all material respects, meet the requirements of Regulation S-X under
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the Securities Act of 1933, as amended, and all other accounting rules and regulations of the SEC promulgated thereunder
applicable to a registration statement under such Act on Form S-1.

(iv) The Lead Arranger shall have received a pro forma consolidated balance sheet for the Borrower and the
Acquired Business dated as of the last day of the most recently completed fiscal quarter period of the Borrower for which
financial statements have been delivered pursuant to paragraph (iii) above and related pro forma consolidated statement of
income of the Borrower and the Acquired Business for the most recent fiscal year and most recent interim period of the
Borrower delivered pursuant to paragraph (iii) above giving effect to the Transactions as if the Transactions had occurred as of
such dates (in the case of such balance sheet) or at the beginning of such period (in the case of the income statement), which
financial statements shall meet the requirements of Regulation S-X under the Securities Act of 1933.

(v) The Borrower and, if applicable, the Guarantors shall have executed and delivered all Credit Documentation
to which it is or, if applicable, they are a party.

(vi) (A) The Administrative Agent shall have received customary legal opinions, corporate organizational
documents, good standing certificates, resolutions and other customary closing certificates, and a borrowing notice and (B)
subject to the Certain Funds Provision, the Acquisition Agreement Representations and the Specified Representations shall be
true and correct in all material respects as of the Closing Date (provided any such representations that are qualified by
materiality, material adverse effect or language of similar effect shall be true and correct in all respects as of the Closing Date) .

(vii) The Administrative Agent shall have received a certificate from the chief financial officer of the Borrower
in the form attached hereto as Annex I certifying that the Borrower and its subsidiaries, on a consolidated basis after giving
effect to the Transactions and the other transactions contemplated hereby, are solvent.

(viii) The Lead Arranger, the Administrative Agent and the Lenders shall have received all fees and expenses
required to be paid on or prior to the Closing Date pursuant to the Credit Documentation, Commitment Letter or Fee Letter to
the extent a reasonably detailed invoice has been delivered to the Borrower at least two business days prior to the Closing Date.

(ix) To the extent requested by the Lead Arranger or any Lender on or prior to the date that is ten days prior to
the Closing Date, the Lead Arranger shall have received, at least three business days prior to the Closing Date, all
documentation and other information required by regulatory authorities under applicable “know your customer” and anti-
money laundering rules and regulations, including, without limitation, the U.S.A. PATRIOT Act.

(x) The Retired Debt (as defined in the Acquisition Agreement as in effect on the date hereof) shall have been
(or shall substantially concurrently be) repaid in full (other than contingent indemnification obligations for which no claim has
been asserted and obligations in respect of undrawn letters of credit), all letters of credit outstanding thereunder shall have
expired or terminated or been cash collateralized in accordance with the terms of the Revolving Facility (as defined in the
Acquisition Agreement as in effect on the date hereof) or other arrangements satisfactory to the issuer of such letters of credit
shall have been made, all commitments thereunder shall have been terminated and all liens
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in connection therewith shall have been (or shall substantially concurrently be) terminated and released.
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Annex I
FORM OF SOLVENCY CERTIFICATE

Reference is made to the [Credit Agreement], dated as of [•], 2017 (the “Credit Agreement”), among [•] and [•]. Unless otherwise
defined herein, capitalized terms used in this Certificate shall have the meanings set forth in the Credit Agreement.

The undersigned hereby certifies as follows:

1. I am the chief financial officer of the Borrower.

2. I have reviewed the terms of the Credit Agreement and the definitions and provisions contained in the Credit Agreement
relating thereto and, in my opinion, have made, or have caused to be made under my supervision, such examination or investigation as is
necessary to enable me to express an informed opinion as to the matters referred to herein.

3. Based upon my review and examination described in paragraph 2 above, I certify on behalf of the Borrower and its
Subsidiaries, on a consolidated basis, that, as of the date hereof and after giving effect to the Transactions and the other transactions
contemplated by the Credit Agreement:

(i) The sum of the “fair value” of the assets of the Borrower and its Subsidiaries, taken as a whole, exceeds the sum of
all debts of the Borrower and its Subsidiaries, taken as a whole, as such quoted terms are determined in accordance with applicable federal and
state laws governing determinations of the insolvency of debtors.

(ii) The “present fair saleable value” of the assets of the Borrower and its Subsidiaries, taken as a whole, is greater than
the amount that will be required to pay the probable liability on debts of the Borrower and its Subsidiaries, taken as a whole, as such debts
become absolute and matured, as such quoted term is determined in accordance with applicable federal and state laws governing determinations
of the insolvency of debtors.

(iii) The capital of the Borrower and its Subsidiaries, taken as a whole, is not unreasonably small in relation to the
business in which they are or are about to become engaged.

(iv) The Borrower and its Subsidiaries, taken as a whole, do not intend to incur, or believe that they will incur, debts
beyond their ability to pay as they mature.

(v) The Borrower and its Subsidiaries, taken as a whole, are presently able to pay their debts as such debts mature.

For purposes of clauses (i) through (v) above, (a) (i) “debt” means liability on a “claim” and (ii) “claim” means any (x) right to payment,
whether or not such a right is reduced to judgment, liquidated, unliquidated, fixed, contingent, matured, unmatured, disputed, undisputed, legal,
equitable, subordinated, secured or unsecured or (y) right to an equitable remedy for breach of performance if such breach gives rise to a right
to payment, whether or not such right to an equitable remedy is reduced to judgment, fixed, contingent, matured or unmatured, disputed,
undisputed, secured or unsecured and (b) the amount of any contingent, unliquidated and disputed claim and any claim that has not been
reduced to judgment at any time has been computed as the amount that, in light of all the facts and circumstances existing at such time,
represents the amount that can reasonably be expected to become an actual or matured liability (irrespective of whether such liabilities meet the
criteria for accrual under the Financial Accounting Standards Board Statement of Financial Accounting Standards No. 5).
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The foregoing certifications are made and delivered as of [•], 2017.

This certificate is being signed by the undersigned in [his/her] capacity as chief financial officer of the Borrower and not in [his/her]
individual capacity.

[Signature page follows.]
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Annex I

IN WITNESS WHEREOF, the undersigned has executed this Certificate as of the date first written above.

COACH, INC.

By:____________________________
Name: [•]
Title: [Chief Financial Officer]
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EXHIBIT 31.1

I, Victor Luis, certify that,

1. I have reviewed this Quarterly Report on Form 10-Q of Coach, 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 10, 2017
 

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 Coach, 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 10, 2017
 

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 Coach, 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 April 1, 2017 (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 10, 2017
 

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 Coach, 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 April 1, 2017 (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 10, 2017
 

By:
/s/ Kevin Wills

 Name: Kevin Wills

 Title:
Chief Financial Officer

 


