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

SPECIAL NOTE ON FORWARD-LOOKING INFORMATION

This document, and the documents incorporated by reference in this document, our press releases and oral statements made from time to time by us or on
our behalf, may contain certain "forward-looking statements" within the meaning of the federal securities laws, including Section 27A of the Securities Act of
1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended, 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. In this context, forward-looking statements often
address expected future business and financial performance and financial condition, and often contain words such as "may," "can," "continue," "project,"
"should," "expect," "confidence," "trends," "anticipate," "intend," "estimate," "on track," "well positioned to," "plan," "potential," "position," "believe,"
"seek," "see," "will," "would," "target," similar expressions, and variations or negatives of these words. Forward-looking statements by their nature address
matters that are, to different degrees, uncertain. Such statements involve risks, uncertainties and assumptions. If such risks or uncertainties materialize or such
assumptions prove incorrect, the results of Tapestry, Inc. and its consolidated subsidiaries could differ materially from those expressed or implied by such
forward-looking statements and assumptions. All statements other than statements of historical fact are statements that could be deemed forward-looking
statements. Tapestry, Inc. assumes no obligation to revise or update any such forward-looking statements for any reason, except as required by law.

Tapestry, Inc.’s actual results could differ materially from the results contemplated by these forward-looking statements and are subject to a number of
risks, uncertainties, estimates and assumptions that may cause actual results to differ materially from current expectations due to a number of factors,
including, but not limited to: (i) the impact of the novel coronavirus ("Covid-19") global pandemic on our business and financial results, including impacts on
our supply chain due to temporary closures of our manufacturing partners and shipping and fulfillment constraints; (ii) our ability to successfully execute our
multi-year growth agenda under our Acceleration Program; (iii) the impact of economic conditions; (iv) our ability to control costs; (v) our exposure to
international risks, including currency fluctuations and changes in economic or political conditions in the markets where we sell or source our products; (vi)
the risk of cyber security threats and privacy or data security breaches; (vii) the effect of existing and new competition in the marketplace; (viii) our ability to
retain the value of our brands and to respond to changing fashion and retail trends in a timely manner, including our ability to execute on our e-commerce and
digital strategies; (ix) the effect of seasonal and quarterly fluctuations on our sales or operating results; (x) our ability to protect against infringement of our
trademarks and other proprietary rights; (xi) the impact of tax and other legislation; (xii) our ability to achieve intended benefits, cost savings and synergies
from acquisitions; (xiii) the risks associated with potential changes to international trade agreements and the imposition of additional duties on importing our
products; (xiv) the impact of pending and potential future legal proceedings; and (xv) the risks associated with climate change and other corporate
responsibility issues and (xvi) 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 3, 2021. These factors are not necessarily all of the factors that could cause actual results to differ
materially from those expressed in any of our forward-looking statements.

 WHERE YOU CAN FIND MORE INFORMATION

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

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

 



TAPESTRY, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

October 2,
2021

July 3,
2021

(millions)
(unaudited)

ASSETS   
Current Assets:   

Cash and cash equivalents $ 1,252.6 $ 2,007.7 
Short-term investments 402.6 8.1 
Trade accounts receivable, less allowances for credit losses of $4.5 and $4.2, respectively 236.8 200.2 
Inventories 818.3 734.8 
Income tax receivable 193.7 254.6 
Prepaid expenses 103.3 93.8 
Other current assets 78.9 76.1 

Total current assets 3,086.2 3,375.3 
Property and equipment, net 657.1 678.1 
Operating lease right-of-use assets 1,446.0 1,496.6 
Goodwill 1,294.9 1,297.3 
Intangible assets 1,371.7 1,373.4 
Other assets 158.2 161.7 

Total assets $ 8,014.1 $ 8,382.4 

LIABILITIES AND STOCKHOLDERS' EQUITY   
Current Liabilities:   

Accounts payable $ 414.0 $ 445.2 
Accrued liabilities 482.3 609.2 
Current portion of operating lease liabilities 312.8 319.4 
Accrued income taxes 37.5 52.0 
Current debt 400.0 — 

Total current liabilities 1,646.6 1,425.8 
Long-term debt 1,191.4 1,590.7 
Long-term operating lease liabilities 1,471.1 1,525.9 
Deferred income taxes 191.0 203.9 
Other liabilities 364.0 376.8 

Total liabilities 4,864.1 5,123.1 

See Note 15 on commitments and contingencies

Stockholders' Equity:   
Preferred stock: (authorized 25.0 million shares; $0.01 par value per share) none issued — — 
Common stock: (authorized 1.0 billion shares; $0.01 par value per share) issued and outstanding - 275.0 million and 279.5
million shares, respectively 2.8 2.8 
Additional paid-in-capital 3,480.5 3,487.0 
Retained earnings (accumulated deficit) (251.2) (158.5)
Accumulated other comprehensive income (loss) (82.1) (72.0)

Total stockholders' equity 3,150.0 3,259.3 
Total liabilities and stockholders' equity $ 8,014.1 $ 8,382.4 

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

 

 Three Months Ended
October 2,

2021
September 26,

2020
(millions, except per share data)

(unaudited)
Net sales $ 1,480.9 $ 1,172.2 
Cost of sales 412.2 342.0 

Gross profit 1,068.7 830.2 
Selling, general and administrative expenses 773.7 628.0 

Operating income (loss) 295.0 202.2 
Interest expense, net 16.1 19.4 
Other expense (income) 2.2 (2.6)

Income (loss) before provision for income taxes 276.7 185.4 
Provision (benefit) for income taxes 49.8 (46.3)

Net income (loss) $ 226.9 $ 231.7 
Net income (loss) per share:   

Basic $ 0.82 $ 0.84 

Diluted $ 0.80 $ 0.83 
Shares used in computing net income (loss) per share:   

Basic 278.2 276.8 

Diluted 285.2 277.9 

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

COMPREHENSIVE INCOME (LOSS)
 

 Three Months Ended
October 2,

2021
September 26,

2020
(millions)

(unaudited)
Net income (loss) $ 226.9 $ 231.7 
Other comprehensive income (loss), net of tax:   

Unrealized gains (losses) on cash flow hedging derivatives, net (0.4) (3.5)
Unrealized gains (losses) on available-for-sale investments, net (0.2) — 
Foreign currency translation adjustments (9.5) 19.2 

Other comprehensive income (loss), net of tax (10.1) 15.7 
Comprehensive income (loss) $ 216.8 $ 247.4 

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

 Three Months Ended
October 2,

2021
September 26,

2020
(millions)

(unaudited)
CASH FLOWS PROVIDED BY OPERATING ACTIVITIES   

Net income (loss) $ 226.9 $ 231.7 
Adjustments to reconcile net income to net cash provided by (used in) operating activities:   

Depreciation and amortization 50.8 51.2 
Provision for bad debt 5.0 (3.2)
Share-based compensation 14.9 14.0 
Acceleration Program charges 5.0 (5.4)
Changes to lease related balances, net (10.0) (38.8)
Deferred income taxes (12.4) (67.8)
Gain on sale of building — (13.2)
Other non-cash charges, net 1.2 2.7 
Changes in operating assets and liabilities:   

Trade accounts receivable (40.3) (29.4)
Inventories (84.8) (57.5)
Accounts payable (32.7) 135.1 
Accrued liabilities (140.3) (61.2)
Other liabilities (10.0) (1.8)
Other assets 48.5 (66.4)

Net cash provided by operating activities 21.8 90.0 
CASH FLOWS USED IN INVESTING ACTIVITIES   

Proceeds from sale of building — 23.9 
Purchases of investments (402.9) (0.1)
Proceeds from maturities and sales of investments 7.9 0.2 
Purchases of property and equipment (33.4) (26.0)
Net cash used in investing activities (428.4) (2.0)

CASH FLOWS USED IN FINANCING ACTIVITIES   
Dividend payments (69.6) — 
Repurchase of common stock (250.0) — 
Proceeds from share-based awards 3.7 — 
Taxes paid to net settle share-based awards (30.1) (8.2)
Payments of finance lease liabilities (0.2) (0.2)
Net cash used in financing activities (346.2) (8.4)

Effect of exchange rate changes on cash and cash equivalents (2.3) 8.0 
Net increase (decrease) in cash and cash equivalents (755.1) 87.6 
Cash and cash equivalents at beginning of period 2,007.7 1,426.3 
Cash and cash equivalents at end of period $ 1,252.6 $ 1,513.9 
Supplemental information:
Cash paid for income taxes, net $ 21.5 $ 154.4 

Cash paid for interest $ 31.4 $ 21.8 

Noncash investing activity - property and equipment obligations $ 9.0 $ 22.2 

See accompanying Notes.
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TAPESTRY, INC.
 

Notes to Condensed Consolidated Financial Statements
(Unaudited)

1. NATURE OF OPERATIONS

Tapestry, Inc. (the "Company") is a leading New York-based house of modern luxury accessories and lifestyle brands. Our global house of brands unites
the magic of Coach, kate spade new york and Stuart Weitzman. Each of our brands are unique and independent, while sharing a commitment to innovation
and authenticity defined by distinctive products and differentiated customer experiences across channels and geographies. We use our collective strengths to
move our customers and empower our communities, to make the fashion industry more sustainable, and to build a company that’s equitable, inclusive, and
diverse. Individually, our brands are iconic. Together, we can stretch what’s possible.

The Coach segment includes global sales of Coach products to customers through Coach operated stores, including e-commerce sites and concession
shop-in-shops, and sales to wholesale customers and through independent third party distributors.

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

The Stuart Weitzman segment includes global sales of Stuart Weitzman brand products primarily through Stuart Weitzman operated stores, including e-
commerce sites, sales to wholesale customers and through numerous independent third party distributors.

2. BASIS OF PRESENTATION AND ORGANIZATION

Interim Financial Statements

These unaudited interim condensed consolidated financial statements have been prepared pursuant to the rules and regulations of the Securities and
Exchange Commission ("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 condensed consolidated financial position, results of operations, comprehensive income (loss) and cash
flows of the Company for the interim periods presented. In addition, certain information and footnote disclosures normally included in financial statements
prepared in accordance with accounting principles generally accepted in the U.S. ("U.S. GAAP") have been condensed or omitted from this report as is
permitted by the SEC's rules and regulations. However, the Company believes that the disclosures provided herein are adequate to prevent the information
presented from being misleading. This report should be read in conjunction with the audited consolidated financial statements and notes thereto, included in
the Company’s Annual Report on Form 10-K for the year ended July 3, 2021 ("fiscal 2021") and other filings filed with the SEC.

The results of operations, cash flows and comprehensive income for the three months ended October 2, 2021 are not necessarily indicative of results to be
expected for the entire fiscal year, which will end on July 2, 2022 ("fiscal 2022"). 

Fiscal Periods

The Company utilizes a 52-53 week fiscal year ending on the Saturday closest to June 30. Fiscal 2022 will be a 52-week period. Fiscal 2021, ended
on July 3, 2021, was a 53-week period. The first quarter of fiscal 2022 ended on October 2, 2021 and the first quarter of fiscal 2021 ended on September 26,
2020, both of which were 13-week periods.

Covid-19 Pandemic

The outbreak of a novel strain of coronavirus ("Covid-19") continues to impact a significant majority of the regions in which we operate, resulting in
significant global business disruptions. The widespread impact of Covid-19 resulted in temporary closures of directly operated stores globally, as well as at
our wholesale and licensing partners starting in fiscal 2020. Since then, certain directly operated stores and the stores of our wholesale and licensing partners
have experienced temporary re-closures or are operating under tighter restrictions in compliance with local government regulation. Covid-19 has also resulted
in ongoing supply chain challenges, such as logistic constraints, the closure of certain third-party manufacturers and increased freight costs.

The global Covid-19 pandemic is continuously evolving and the extent to which this impacts the Company - including unforeseen increased costs to the
Company's business - will depend on future developments, which cannot be predicted, including the ultimate duration, severity and geographic resurgence of
the virus and the success of actions to contain the virus, including variants of the novel strain, or treat its impact, among others. As the full magnitude of the
effects on the Company's business is difficult to predict, the Covid-19 pandemic has and may continue to have a material adverse impact on the Company's
business, financial condition, results of operations and cash flows for the foreseeable future. The Company believes
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TAPESTRY, INC.
 

Notes to Condensed Consolidated Financial Statements (continued)

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 provide
adequate funds to support our operating, capital, and debt service requirements. There can be no assurance, however, that any such capital will be available to
the Company on acceptable terms or at all. The Company could experience other potential adverse impacts as a result of the Covid-19 pandemic, including,
but not limited to, further charges from adjustments to the carrying amount of goodwill and other intangible assets, long-lived asset impairment charges,
reserves for uncollectible accounts receivable and reserves for the realizability of inventory.

In response to the Covid-19 pandemic, the Company took actions to reinforce its liquidity and financial flexibility. If stores are required to close again for
an extended period of time due to a resurgence of increased infections, the Company's liquidity may be negatively impacted.

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 condensed consolidated 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; useful lives and impairments of long-lived tangible and intangible assets;
accounting for income taxes and related uncertain tax positions; accounting for business combinations; the valuation of stock-based compensation awards and
related expected forfeiture rates; reserves for restructuring; and reserves for litigation and other contingencies, amongst others.

Principles of Consolidation

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

Share Repurchases

The Company accounts for stock repurchases by allocating the repurchase price to common stock and retained earnings. Under Maryland law, the
Company's state of incorporation, there are no treasury shares. The Company accrues for the shares purchased under the share repurchase plan based on the
trade date. Purchases of the Company's common stock are executed through open market purchases, including through a purchase agreement under Rule
10b5-1. The Company may terminate or limit the share repurchase program at any time. As a result, all repurchased shares are authorized but unissued shares.
The Company may terminate or limit the stock repurchase program at any time.

3. RECENT ACCOUNTING PRONOUNCEMENTS

Recently Adopted Accounting Pronouncements

In December 2019, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU") No. 2019-12, "Income Taxes
(Topic 740): Simplifying the Accounting for Income Taxes". The ASU simplifies the accounting for income taxes by, among other things, eliminating certain
existing exceptions related to the general approach in Topic 740 relating to franchise taxes, reducing complexity in the interim-period accounting for year-to-
date loss limitations and changes in tax laws, and clarifying the accounting for the step-up in the tax basis of goodwill. The Company adopted ASU 2019-12
as of the beginning of fiscal 2022. The adoption of ASU 2019-12 did not have a material impact on the Company's condensed consolidated financial
statements and notes thereto.

Recently Issued Accounting Pronouncements

The Company has considered all new accounting pronouncements and have concluded that there are no new pronouncements that may have a material
impact on our results of operations, financial condition or cash flows based on current information.
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TAPESTRY, INC.
 

Notes to Condensed Consolidated Financial Statements (continued)

4. REVENUE

The Company recognizes revenue primarily from sales of the products of its brands through retail and wholesale channels, including e-commerce sites.
The Company also generates revenue from royalties related to licensing its trademarks, as well as sales in ancillary channels. In all cases, revenue is
recognized upon the transfer of control of the promised products or services to the customer, which may be at a point in time or over time. Control is
transferred when the customer obtains the ability to direct the use of and obtain substantially all of the remaining benefits from the products or services. The
amount of revenue recognized is the amount of consideration to which the Company expects to be entitled, including estimation of sale terms that may create
variability in the consideration. Revenue subject to variability is constrained to an amount which will not result in a significant reversal in future periods when
the contingency that creates variability is resolved.

The Company recognizes revenue in its retail stores, including concession shop-in-shops, at the point-of-sale when the customer obtains physical
possession of the products. Digital revenue from sales of products ordered through the Company's e-commerce sites is recognized upon delivery and receipt
of the shipment by its customers and includes shipping and handling charges paid by customers. Retail and digital revenues are recorded net of estimated
returns, which are estimated by developing an expected value based on historical experience. Payment is due at the point of sale.

Gift cards issued by the Company are recorded as a liability until redeemed by the customer, at which point revenue is recognized. The Company also
uses historical information to estimate the amount of gift card balances that will never be redeemed and recognizes that amount as revenue over time in
proportion to actual customer redemptions if the Company does not have a legal obligation to remit unredeemed gift cards to any jurisdiction as unclaimed
property.

Certain of the Company's retail operations use sales incentive programs, such as customer loyalty programs and the issuance of coupons. Loyalty
programs provide the customer a material right to acquire additional products and give rise to the Company having a separate performance obligation.
Additionally, certain products sold by the Company include an assurance warranty that is not considered a separate performance obligation. These programs
are immaterial individually and in the aggregate.

The Company recognizes revenue within the wholesale channel at the time title passes and risk of loss is transferred to customers, which is generally at
the point of shipment of products but may occur upon receipt of the shipment by the customer in certain cases. Payment is generally due 30 to 90 days after
shipment. Wholesale revenue is recorded net of estimates for returns, discounts, end-of-season markdowns, cooperative advertising allowances and other
consideration provided to the customer. Discounts are based on contract terms with the customer, while cooperative advertising allowances and other
consideration may be based on contract terms or negotiated on a case-by-case basis. Returns and markdowns generally require approval from the Company
and are estimated based on historical trends, current season results and inventory positions at the wholesale locations, current market and economic conditions
as well as, in select cases, contractual terms. The Company's historical estimates of these variable amounts have not differed materially from actual results.

The Company recognizes licensing revenue over time during the contract period in which licensees are granted access to the Company's trademarks.
These arrangements require licensees to pay a sales-based royalty and may include a contractually guaranteed minimum royalty amount. Revenue for
contractually guaranteed minimum royalty amounts is recognized ratably over the license year and any excess sales-based royalties are recognized as earned
once the minimum royalty threshold is achieved. Payments from the customer are generally due quarterly in an amount based on the licensee's sales of goods
bearing the licensed trademarks during the period, which may differ from the amount of revenue recorded during the period thereby generating a contract
asset or liability. Contract assets and liabilities and contract costs related to the licensing arrangements are immaterial as the licensing business represents
approximately 1% of total net sales in the three months ended October 2, 2021.

The Company has elected a practical expedient not to disclose the remaining performance obligations that are unsatisfied as of the end of the period
related to contracts with an original duration of one year or less or variable consideration related to sales-based royalty arrangements. There are no other
contracts with transaction price allocated to remaining performance obligations other than future minimum royalties as discussed above, which are not
material.

Other practical expedients elected by the Company include (i) assuming no significant financing component exists for any contract with a duration of one
year or less, (ii) accounting for shipping and handling as a fulfillment activity within SG&A expense regardless of the timing of the shipment in relation to the
transfer of control and (iii) excluding sales and value added tax from the transaction price.
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TAPESTRY, INC.
 

Notes to Condensed Consolidated Financial Statements (continued)

Disaggregated Net Sales

The following table disaggregates the Company's net sales into geographies that depict how economic factors may impact the revenues and cash flows for
the periods presented. Each geography presented includes net sales related to the Company's directly operated channels, global travel retail business and to
wholesale customers, including distributors, in locations within the specified geographic area.    

North America Greater China Other Asia Other Total
(millions)

Three Months Ended October 2, 2021
Coach $ 681.7 $ 242.0 $ 136.9 $ 54.3 $ 1,114.9 
Kate Spade 232.2 11.7 26.8 28.8 299.5 
Stuart Weitzman 35.7 22.7 0.3 7.8 66.5 

Total $ 949.6 $ 276.4 $ 164.0 $ 90.9 $ 1,480.9 

Three Months Ended September 26, 2020
Coach $ 466.7 $ 196.2 $ 162.3 $ 50.2 $ 875.4 
Kate Spade 172.3 13.8 34.4 19.9 240.4 
Stuart Weitzman 26.3 17.7 2.5 9.9 56.4 

Total $ 665.3 $ 227.7 $ 199.2 $ 80.0 $ 1,172.2 

    Greater China includes mainland China, Hong Kong SAR, Taiwan and Macao SAR.

    Other Asia includes Japan, Australia, New Zealand, South Korea, Thailand and other countries within Asia.

    Other sales primarily represents sales in Europe, the Middle East and royalties related to licensing.

Deferred Revenue

Deferred revenue results from cash payments received or receivable from customers prior to the transfer of the promised goods or services, and is
generally comprised of unredeemed gift cards, net of breakage which has been recognized. Additional deferred revenue may result from sales-based royalty
payments received or receivable which exceed the revenue recognized during the contractual period. The balance of such amounts as of October 2, 2021 and
July 3, 2021 was $37.2 million and $32.4 million, respectively, which were primarily recorded within Accrued liabilities on the Company's Condensed
Consolidated Balance Sheets and are generally expected to be recognized as revenue within a year. For the three months ended October 2, 2021, net sales of
$3.6 million were recognized from amounts recorded as deferred revenue as of July 3, 2021. For the three months ended September 26, 2020, net sales of
$4.7 million were recognized from amounts recorded as deferred revenue as of June 27, 2020.

5. RESTRUCTURING ACTIVITIES

Acceleration Program

The Company has implemented a strategic growth plan after undergoing a review of its business under its multi-year growth agenda. This multi-faceted,
multi-year strategic growth plan (the "Acceleration Program") reflects: (i) actions to streamline the Company's organization; (ii) select store closures as the
Company optimizes its fleet (including store closure costs incurred as the Company exits certain regions in which it currently operates); and (iii) professional
fees and compensation costs incurred as a result of the development and execution of the Company's comprehensive strategic initiatives aimed at increasing
profitability. Under the Acceleration Program, the Company expects to incur total pre-tax charges of approximately $205 - $220 million. The Acceleration
Program is expected to be substantially complete by the end of fiscal 2022.

Under the Acceleration Program, the Company incurred charges of $12.1 million during the three months ended October 2, 2021, all of which was
recorded within SG&A expenses. Of the total charges, $8.9 million was recorded within Corporate, $1.4 million was recorded within the Coach segment, $1.4
million was recorded within the Kate Spade segment and $0.4 million was recorded within the Stuart Weitzman segment.

(1) (2) (3)

(1)

(2)

(3)
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TAPESTRY, INC.
 

Notes to Condensed Consolidated Financial Statements (continued)

For the three months ended September 26, 2020, the Company incurred charges of $26.6 million, all of which was recorded within SG&A expenses. Of
the total charges, $17.3 million was recorded within Corporate, $10.7 million was recorded within the Coach segment, $1.0 million was recorded within the
Kate Spade segment and a reduction of expense of $2.4 million was recorded within the Stuart Weitzman segment.

A summary of charges and related liabilities under the Acceleration Program is as follows:

Organization-
Related Store Closure Other Total

(millions)
Fiscal 2020 charges $ 44.7 $ 32.3 $ 10.0 $ 87.0 
Cash payments (15.8) (11.0) (7.1) (33.9)
Non-cash charges (4.0) (20.8) — (24.8)

Liability balance as of June 27, 2020 $ 24.9 $ 0.5 $ 2.9 $ 28.3 
Fiscal 2021 charges 16.6 5.9 67.1 89.6 
Cash payments (38.2) (11.9) (36.6) (86.7)
Non-cash charges — 5.8 (10.9) (5.1)

Liability balance as of July 3, 2021 $ 3.3 $ 0.3 $ 22.5 $ 26.1 
Fiscal 2022 charges $ — $ 1.1 $ 11.0 $ 12.1 
Cash payments (0.8) (1.4) (6.7) (8.9)
Non-cash charges — — (5.0) (5.0)

Liability balance as of October 2, 2021 $ 2.5 $ — $ 21.8 $ 24.3 

Organization-related charges, recorded within SG&A expenses, primarily relates to severance and other related costs.

Store closure charges represent lease termination penalties, removal or modification of lease assets and liabilities, establishing inventory reserves,
accelerated depreciation and severance.

Other charges, recorded within SG&A, primarily relates to share-based compensation and professional fees.

The Company expects to incur approximately $15 - $30 million in additional charges under the Acceleration Program in fiscal 2022.

(1) (2) (3)

(1)    

(2)    

(3)    
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Notes to Condensed Consolidated Financial Statements (continued)

6. GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill

The change in the carrying amount of the Company’s goodwill by segment is as follows:
 Coach Kate Spade Stuart Weitzman Total

(millions)
Balance at July 3, 2021 $ 656.3 $ 641.0 $ — $ 1,297.3

Foreign exchange impact (1.7) (0.7) — (2.4
Balance at October 2, 2021 $ 654.6 $ 640.3 $ — $ 1,294.9

    Amount is net of accumulated goodwill impairment charges of $210.7 million as of October 2, 2021 and July 3, 2021.

Intangible Assets

Intangible assets consist of the following:

October 2, 2021 July 3, 2021
Gross 

Carrying 
Amount

Accum.
Amort. Net

Gross 
Carrying 
Amount

Accum.
Amort. Net

(millions)
Intangible assets subject to amortization:

Customer relationships $ 100.5 $ (38.6) $ 61.9 $ 100.5 $ (36.9) $ 63.6 
Intangible assets not subject to amortization:

Trademarks and trade names 1,309.8 — 1,309.8 1,309.8 — 1,309.8 
Total intangible assets $ 1,410.3 $ (38.6) $ 1,371.7 $ 1,410.3 $ (36.9) $ 1,373.4 

As of October 2, 2021, the expected amortization expense for intangible assets is as follows:

 Amortization Expense
(millions)

Remainder of fiscal 2022 $ 4.9 
Fiscal 2023 6.5 
Fiscal 2024 6.5 
Fiscal 2025 6.5 
Fiscal 2026 6.5 
Fiscal 2027 6.5 
Thereafter 24.5 
Total $ 61.9 

The expected amortization expense above reflects remaining useful lives ranging from approximately 8.6 to 10.8 years for customer relationships.

(1)

(1)
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7. STOCKHOLDERS' EQUITY

A reconciliation of stockholders' equity is presented below:

Shares of
Common

Stock Common Stock

Additional
Paid-in-
Capital

Retained Earnings
/ (Accumulated

Deficit)

Accumulated
Other

Comprehensive
Income (Loss)

Total
Stockholders'

Equity
(millions, except per share data)

Balance at June 27, 2020 276.2 $ 2.8 $ 3,358.5 $ (992.7) $ (92.2) $ 2,276.4 
Net income (loss) — — — 231.7 — 231.7 
Other comprehensive income (loss) — — — — 15.7 15.7 
Shares issued, pursuant to stock-based compensation

arrangements, net of shares withheld for taxes 1.2 — (8.3) — — (8.3)
Share-based compensation — — 14.6 — — 14.6 

Balance at September 26, 2020 277.4 $ 2.8 $ 3,364.8 $ (761.0) $ (76.5) $ 2,530.1 

Shares of
Common

Stock Common Stock

Additional
Paid-in-
Capital

Retained Earnings
/ (Accumulated

Deficit)

Accumulated
Other

Comprehensive
Income (Loss)

Total
Stockholders'

Equity
(millions, except per share data)

Balance at July 3, 2021 279.5 $ 2.8 $ 3,487.0 $ (158.5) $ (72.0) $ 3,259.3 
Net income (loss) — — — 226.9 — 226.9 
Other comprehensive income (loss) — — — — (10.1) (10.1)
Shares issued, pursuant to stock-based

compensation arrangements, net of shares
withheld for taxes 1.6 — (26.4) — — (26.4)

Share-based compensation — — 19.9 — — 19.9 
Repurchase of common stock (6.1) — — (250.0) — (250.0)
Dividends declared ($0.25 per share) — — — (69.6) — (69.6)

Balance at October 2, 2021 275.0 $ 2.8 $ 3,480.5 $ (251.2) $ (82.1) $ 3,150.0 

11
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Notes to Condensed Consolidated Financial Statements (continued)

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

Unrealized Gains
(Losses) on Cash

Flow
Hedging

Derivatives

Unrealized Gains
(Losses)

on Available-
for-Sale

Investments

Cumulative
Translation
Adjustment Total

(millions)
Balances at June 27, 2020 $ 1.1 $ — $ (93.3) $ (92.2)

Other comprehensive income (loss) before reclassifications (3.5) — 19.2 15.7 
Less: amounts reclassified from accumulated other comprehensive income to earnings — — — — 

Net current-period other comprehensive income (loss) (3.5) — 19.2 15.7 
Balances at September 26, 2020 $ (2.4) $ — $ (74.1) $ (76.5)

Balances at July 3, 2021 $ (0.7) $ — $ (71.3) $ (72.0)
Other comprehensive income (loss) before reclassifications (0.9) (0.2) (9.5) (10.6)
Less: amounts reclassified from accumulated other comprehensive income to earnings (0.5) — — (0.5)

Net current-period other comprehensive income (loss) (0.4) (0.2) (9.5) (10.1)
Balances at October 2, 2021 $ (1.1) $ (0.2) $ (80.8) $ (82.1)

    The ending balances of AOCI related to cash flow hedges are net of tax of $0.5 million and less than $0.1 million as of October 2, 2021 and
September 26, 2020, respectively. The amounts reclassified from AOCI are net of tax of $0.1 million and less than $0.1 million as of October 2, 2021 and
September 26, 2020, respectively.

8. LEASES

The Company leases retail space, office space, warehouse facilities, fulfillment centers, storage space, machinery, equipment and certain other items
under operating leases. The Company's leases have initial terms ranging from 1 to 20 years and may have renewal or early termination options ranging from 1
to 10 years. These leases may also include rent escalation clauses or lease incentives. In determining the lease term used in the lease right-of-use ("ROU")
asset and lease liability calculations, the Company considers various factors such as market conditions and the terms of any renewal or termination options
that may exist. When deemed reasonably certain, the renewal and termination options are included in the determination of the lease term and calculation of
the lease ROU asset and lease liability. The Company is typically required to make fixed minimum rent payments, variable rent payments primarily based on
performance (i.e., percentage-of-sales-based payments), or a combination thereof, directly related to its ROU asset. The Company is also often required, by
the lease, to pay for certain other costs including real estate taxes, insurance, common area maintenance fees, and/or certain other costs, which may be fixed or
variable, depending upon the terms of the respective lease agreement. To the extent these payments are fixed, the Company has included them in calculating
the lease ROU assets and lease liabilities.

The Company calculates lease ROU assets and lease liabilities as the present value of fixed lease payments over the reasonably certain lease term
beginning at the commencement date. The Company is required to use the implicit rate to determine the present value of lease payments. As the rate implicit
in the Company's leases is not readily determinable, the Company uses its incremental borrowing rate based on the information available at the lease
commencement date, including the Company's credit rating, credit spread and adjustments for the impact of collateral, lease tenors, economic environment
and currency.

For operating leases, fixed lease payments are recognized as operating lease cost on a straight-line basis over the lease term. For finance leases and
impaired operating leases, the ROU asset is depreciated on a straight-line basis over the remaining lease term, along with recognition of interest expense
associated with accretion of the lease liability. For leases with a lease term of 12 months or less ("short-term lease"), any fixed lease payments are recognized
on a straight-line basis over such term,

(1)

(1)
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Notes to Condensed Consolidated Financial Statements (continued)

and are not recognized on the Condensed Consolidated Balance Sheets. Variable lease cost for both operating and finance leases, if any, is recognized as
incurred.

The Company acts as sublessor in certain leasing arrangements, primarily related to a sublease of a portion the Company's leased headquarters space as
well as certain retail locations. Fixed sublease payments received are recognized on a straight-line basis over the sublease term.

ROU assets, along with any other related long-lived assets, are periodically evaluated for impairment.

The following table summarizes the ROU assets and lease liabilities recorded on the Company's Condensed Consolidated Balance Sheets as of October 2,
2021 and July 3, 2021:

October 2,
2021

July 3,
2021 Location Recorded on Balance Sheet

(millions)
Assets:

Operating leases $ 1,446.0 $ 1,496.6 Operating lease right-of-use assets
Finance leases 2.4 2.6 Property and equipment, net
Total lease assets $ 1,448.4 $ 1,499.2 

Liabilities:
Operating leases:
Current lease liabilities $ 312.8 $ 319.4 Current lease liabilities
Long-term lease liabilities 1,471.1 1,525.9 Long-term lease liabilities

Total operating lease liabilities $ 1,783.9 $ 1,845.3 
Finance leases:
Current lease liabilities $ 1.0 $ 1.0 Accrued liabilities
Long-term lease liabilities 3.2 3.4 Other liabilities

Total finance lease liabilities $ 4.2 $ 4.4 

Total lease liabilities $ 1,788.1 $ 1,849.7 

The following table summarizes the composition of net lease costs, primarily recorded within SG&A expenses on the Company's Condensed
Consolidated Statements of Operations for the three months ended October 2, 2021 and September 26, 2020:

Three Months Ended
October 2, 2021 September 26, 2020

(millions)
Finance lease cost:

Amortization of right-of-use assets $ 0.2 $ 0
Interest on lease liabilities 0.1 0

Total finance lease cost 0.3 0
Operating lease cost 84.9 86
Short-term lease cost 4.5 6
Variable lease cost 43.6 40

Less: sublease income (4.9) (4.
Total net lease cost $ 128.4 $ 129

Interest on lease liabilities is recorded within Interest expense, net on the Company's Condensed Consolidated Statement of Operations.

(1)

(2)

(1)    
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Notes to Condensed Consolidated Financial Statements (continued)

Rent concessions negotiated related to Covid-19 are recorded in variable lease expense.

The following table summarizes certain cash flow information related to the Company's leases for the three months ended October 2, 2021 and
September 26, 2020:

Three Months Ended

October 2, 2021
September 26,

2020
(millions)

Cash paid for amounts included in the measurement of lease liabilities:
Operating cash flows from operating leases $ 104.5 $ 132.5 
Operating cash flows from finance leases 0.1 0.1 
Financing cash flows from finance leases 0.2 0.2 

Non-cash transactions:
Right-of-use assets obtained in exchange for operating lease liabilities 32.2 8.5 

Additionally, the Company had approximately $145.5 million of future payment obligations related to executed lease agreements for which the related
lease had not yet commenced as of October 2, 2021. This obligation primarily relates to a lease agreement for a fulfillment center to be located in Las Vegas,
Nevada.

9. EARNINGS PER SHARE

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

The following is a reconciliation of the weighted-average shares outstanding and calculation of basic and diluted earnings per share:

 Three Months Ended
October 2,

2021
September 26,

2020
(millions, except per share data)

Net income (loss) $ 226.9 $ 231.7 

Weighted-average basic shares 278.2 276.8 
Dilutive securities:   

Effect of dilutive securities 7.0 1.1 
Weighted-average diluted shares 285.2 277.9 

Net income (loss) per share:   
Basic $ 0.82 $ 0.84 

Diluted $ 0.80 $ 0.83 

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 (loss) 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 October 2, 2021 and September 26,

(2)    
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Notes to Condensed Consolidated Financial Statements (continued)

2020, there were 5.2 million and 16.6 million, respectively, of additional shares issuable upon exercise of anti-dilutive options and contingent vesting of
performance-based restricted stock unit awards, which were excluded from the diluted share calculations.

10. SHARE-BASED COMPENSATION

The following table shows the share-based compensation expense and the related tax benefits recognized in the Company's Condensed Consolidated
Statements of Operations for the periods indicated: 

 Three Months Ended
October 2,

2021
September 26,

2020
(millions)

Share-based compensation expense $ 19.9 $ 14.6 
Income tax benefit related to share-based compensation expense 3.8 2.6 

    During the three months ended October 2, 2021 and September 26, 2020, the Company incurred $5.0 million and $0.6 million of share-based
compensation expense related to its Acceleration Program, respectively.

Stock Options

A summary of stock option activity during the three months ended October 2, 2021 is as follows:

 

Number of 
Options

Outstanding
(millions)

Outstanding at July 3, 2021 13.3 
Granted 0.7 
Exercised (0.2)
Forfeited or expired (0.7)

Outstanding at October 2, 2021 13.1 

The weighted-average grant-date fair value of options granted during the three months ended October 2, 2021 and September 26, 2020 was $13.96 and
$6.60, respectively. The fair value of each option grant is estimated on the date of grant using the Black-Scholes option pricing model and the following
weighted-average assumptions:

October 2,
2021

September 26,
2020

Expected term (years) 4.9 5.1
Expected volatility 47.1 % 48.8 %
Risk-free interest rate 0.7 % 0.3 %
Dividend yield 2.4 % — %

(1)

(1)
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Service-based Restricted Stock Unit Awards ("RSUs")

A summary of service-based RSU activity during the three months ended October 2, 2021 is as follows:

 
Number of

Non-vested RSUs
(millions)

Non-vested at July 3, 2021 7.3 
Granted 1.7 
Vested (2.1)
Forfeited (0.1)

Non-vested at October 2, 2021 6.8 

The weighted-average grant-date fair value of share awards granted during the three months ended October 2, 2021 and September 26, 2020 was $42.22
and $15.81, respectively.

Performance-based Restricted Stock Unit Awards ("PRSUs")

A summary of PRSU activity during the three months ended October 2, 2021 is as follows:

 
Number of 

Non-vested PRSUs
(millions)

Non-vested at July 3, 2021 1.0 
Granted 0.3 
Change due to performance condition achievement (0.1)
Vested — 
Forfeited — 

Non-vested at October 2, 2021 1.2 

The PRSU awards included in the non-vested amount are based on certain Company-specific financial metrics. The effect of the change due to
performance condition on the non-vested amount is recognized at the conclusion of the performance period, which may differ from the date on which the
award vests.

The weighted-average grant-date fair value per share of PRSU awards granted during the three months ended October 2, 2021 and September 26, 2020
was $42.25 and $15.83, respectively.
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11. DEBT

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

October 2,
2021

July 3, 
2021

(millions)
Current debt:

3.000% Senior Notes due 2022 400.0 — 
Total current debt $ 400.0 $ — 

Long-term debt:

4.250% Senior Notes due 2025 $ 600.0 $ 600.0 

3.000% Senior Notes due 2022 — 400.0 

4.125% Senior Notes due 2027 600.0 600.0 
Total long-term debt 1,200.0 1,600.0 

Less: Unamortized discount and debt issuance costs on Senior Notes (8.6) (9.3)
Total long-term debt, net $ 1,191.4 $ 1,590.7 

During three months ended October 2, 2021 and September 26, 2020, the Company recognized interest expense related to its debt of $16.8 million and
$20.1 million, respectively.

Revolving Credit Facility

On October 24, 2019, the Company entered into a definitive credit agreement whereby Bank of America, N.A., as administrative agent, the other agents
party thereto, and a syndicate of banks and financial institutions have made available to the Company a $900.0 million revolving credit facility ("Revolving
Credit Facility"), including sub-facilities for letters of credit, with a maturity date of October 24, 2024. The Revolving Credit Facility may be used to finance
the working capital needs, capital expenditures, permitted investments, share purchases, dividends and other general corporate purposes of the Company and
its subsidiaries (which may include commercial paper back-up). Letters of credit and swing line loans may be issued under the Revolving Credit Facility as
described below.

Borrowings under the Revolving Credit Facility bear interest at a rate per annum equal to, at the Borrowers’ option, either (a) an alternate base rate (which
is a rate equal to the greatest of (i) the Prime Rate in effect on such day, (ii) the Federal Funds Effective Rate in effect on such day plus ½ of 1% or (iii) the
Adjusted LIBO Rate for a one month Interest Period on such day plus 1% or (b) a rate based on the rates applicable for deposits in the interbank market for
U.S. Dollars or the applicable currency in which the loans are made plus, in each case, an applicable margin. The applicable margin will be determined by
reference to a grid, as defined in the Credit Agreement, based on the ratio of (a) consolidated debt plus operating lease liability less excess cash above
$300 million to (b) consolidated EBITDAR. Additionally, the Company pays a commitment fee at a rate determined by the reference to the aforementioned
pricing grid.

On May 19, 2020 (the "Effective Date"), the Company entered into Amendment No. 1 (the “Amendment”) to the Revolving Credit Facility. Under the
terms of the Amendment, during the period from the Effective Date until October 2, 2021, the Company must maintain available liquidity of $700 million
(with available liquidity defined as the sum of unrestricted cash and cash equivalents and available commitments under credit facilities, including the
Revolving Credit Facility). This requirement, among others that the Company is subject to during the period from the Effective Date until the compliance
certificate is delivered for the fiscal quarter ending October 2, 2021 (the “Covenant Relief Period”), have been fulfilled. Going forward, the Company must
comply on a quarterly basis with a maximum net leverage ratio of 4.0 to 1.0. The $900 million aggregate commitment amount under the Revolving Credit
Facility remained unchanged under the amendment. There were no outstanding borrowings on the Revolving Credit Facility as of October 2, 2021.

4.250% Senior Notes due 2025

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

3.000% Senior Notes due 2022

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

4.125% Senior Notes due 2027

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

At October 2, 2021, the fair value of the 2025, 2022 and 2027 Senior Notes was approximately $651.0 million, $406.9 million, and $657.0 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. At July 3,
2021, the fair value of the 2025, 2022 and 2027 Senior Notes was approximately $651.9 million, $407.4 million and $659.3 million, respectively.

12. FAIR VALUE MEASUREMENTS

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

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

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

Level 3 — Unobservable inputs reflecting management’s own assumptions about the input used in pricing the asset or liability. The Company does
not have any Level 3 investments.
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The following table shows the fair value measurements of the Company’s financial assets and liabilities at October 2, 2021 and July 3, 2021:

 Level 1 Level 2
October 2,

2021
July 3,
2021

October 2,
2021

July 3,
2021

(millions)
Assets:     
Cash equivalents $ 79.4 $ 662.0 $ 12.8 $ 0.4 
Short-term investments:

Time deposits — — 0.7 0.7 
Commercial paper — — 112.0 — 
Government securities - U.S. 93.6 — 7.0 — 
Corporate debt securities - U.S. — — 180.3 — 
Other — — 9.0 7.4 

Long-term investments:
Other — — 0.1 0.1 

Derivative assets:
Intercompany loan and payable hedges — — 0.2 0.3 

Liabilities:     
Derivative liabilities:   

Inventory-related instruments — — 1.8 1.2 
Intercompany loan and payable hedges — — 1.6 — 

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.

Short-term 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.

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.

Refer to Note 11, "Debt," for the fair value of the Company's outstanding debt instruments.

Non-Financial Assets and Liabilities 

The Company’s non-financial instruments, which primarily consist of goodwill, intangible assets, right-of-use 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.
There were no impairment charges recorded during the three months ended October 2, 2021 or the three months ended September 26, 2020.

(1)

(2)

(2)

(2)

(2)

(3)

(3)

(3)

(1)

(2)

(3)
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13. INVESTMENTS

The following table summarizes the Company’s U.S. dollar-denominated investments, recorded within the Company's Condensed Consolidated Balance
Sheets as of October 2, 2021 and July 3, 2021:

October 2, 2021 July 3, 2021
Short-term Long-term Total Short-term Long-term Total

(millions)
Available-for-sale investments:       

Commercial paper $ 112.0 $ — $ 112.0 $ — $ — $ — 
Government securities - U.S. 100.6 — 100.6 — — — 
Corporate debt securities - U.S. 180.3 — 180.3 — — — 

Available-for-sale investments, total $ 392.9 $ — $ 392.9 $ — $ — $ — 
Other:   

Time deposits $ 0.7 $ — $ 0.7 $ 0.7 $ — $ 0.7 
Other 9.0 0.1 9.1 7.4 0.1 7.5 

Total Investments $ 402.6 $ 0.1 $ 402.7 $ 8.1 $ 0.1 $ 8.2 

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

These securities as of October 2, 2021 have maturity dates between calendar years 2021 and 2022 and are recorded at fair value.
There were no material gross unrealized gains or losses on available-for-sale investments as of the period ended October 2, 2021.

14. INCOME TAXES

The Company's effective tax rate for the three months ended October 2, 2021 was 18.0%, as compared to (25.0)% for the three months ended
September 26, 2020. The increase in effective tax rate is primarily due to geographic mix of earnings and the benefit from the net operating loss ("NOL")
carryback claim recognized under the Coronavirus Aid, Relief and Economic Security ("CARES") Act during the three months ended September 26, 2020.

15. COMMITMENTS AND CONTINGENCIES

Letters of Credit

The Company had standby letters of credit, surety bonds and bank guarantees totaling $39.2 million and $40.5 million outstanding at October 2, 2021 and
July 3, 2021, respectively. The agreements, which expire at various dates through calendar 2027, primarily collateralize the Company's obligation to third
parties for duty, leases, insurance claims and materials used in product manufacturing. The Company pays certain fees with respect to these instruments that
are issued.

Other

The Company had other contractual cash obligations as of October 2, 2021 related to debt repayments. Refer to Note 11, "Debt," for further information.
Additionally, the Company had future payment obligations related to executed lease agreements for which the related lease had not yet commenced. Refer to
Note 8, "Leases," for further information.

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

As part of Tapestry’s policing program for its intellectual property rights, from time to time, the Company files lawsuits in the U.S. and abroad alleging
acts of trademark counterfeiting, trademark infringement, patent infringement, trade dress infringement, copyright infringement, unfair competition,
trademark dilution and/or state or foreign law claims. At any given point in time, Tapestry may have a number of such actions pending. These actions often
result in seizure of counterfeit

(1)

(2)

(2)

(1)

(1)

(2)
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merchandise and/or out of court settlements with defendants. From time to time, defendants will raise, either as affirmative defenses or as counterclaims, the
invalidity or unenforceability of certain of Tapestry’s intellectual properties.

Although the Company's litigation as described above is routine and incidental to the conduct of Tapestry’s business, such litigation can result in large
monetary awards, such as 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 effect on the Company's business or
condensed consolidated financial statements.

16. SEGMENT INFORMATION

The Company has three reportable segments:

• Coach - Includes global sales of Coach products to customers through Coach operated stores, including e-commerce sites and concession shop-in-
shops, and sales to wholesale customers and through independent third party distributors.

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

• Stuart Weitzman - Includes global sales of Stuart Weitzman brand products primarily through Stuart Weitzman operated stores, including e-
commerce sites, sales to wholesale customers and through numerous independent third party distributors.

In deciding how to allocate resources and assess performance, the Company's chief operating decision maker regularly evaluates the sales and operating
income of these segments. Operating income is the gross margin of the segment less direct expenses of the segment.

The following table summarizes segment performance for the three months ended October 2, 2021 and September 26, 2020:

Coach
Kate

 Spade
Stuart

Weitzman Corporate Total
(millions)

Three Months Ended October 2, 2021      
Net sales $ 1,114.9 $ 299.5 $ 66.5 $ — $ 1,480.9 
Gross profit 831.0 199.2 38.5 — 1,068.7 
Operating income (loss) 365.7 37.2 (1.5) (106.4) 295.0 
Income (loss) before provision for income taxes 365.7 37.2 (1.5) (124.7) 276.7 
Depreciation and amortization expense 20.7 10.8 2.2 17.1 50.8 
Additions to long-lived assets 12.8 1.0 0.2 19.4 33.4 

Three Months Ended September 26, 2020      
Net sales $ 875.4 $ 240.4 $ 56.4 $ — $ 1,172.2 
Gross profit 644.9 154.1 31.2 — 830.2 
Operating income (loss) 270.0 23.2 — (91.0) 202.2 
Income (loss) before provision for income taxes 270.0 23.2 — (107.8) 185.4 
Depreciation and amortization expense 24.8 10.4 2.4 13.6 51.2 
Additions to long-lived assets 10.9 4.6 0.5 10.0 26.0 

Corporate, which is not a reportable segment, represents certain costs that are not directly attributable to a brand. These costs primarily include
administration and certain information systems expense.

Depreciation and amortization expense for the segments includes an allocation of expense related to assets which support multiple segments.

(1)

(2)

(3)

(2)

(3)

(1)    

(2)    
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    Additions to long-lived assets for the reportable segments primarily includes store assets as well as assets that support a specific brand. Corporate
additions include all other assets which include a combination of Corporate assets, as well as assets that may support all segments. As such, depreciation
expense for these assets may be subsequently allocated to a reportable segment.

17. SUBSEQUENT EVENTS

Subsequent to October 2, 2021, the Company announced that its Board of Directors had authorized the additional repurchase of up to $1.00 billion of its
outstanding common stock. This authorization is incremental to the Company's existing authorization, under which $350.0 million remains. Pursuant to this
program, purchases of the Company's common stock will be made subject to market conditions and at prevailing market prices, through open market
purchases. Repurchased shares of common stock will become authorized but unissued shares. These shares may be issued in the future for general corporate
and other purposes. In addition, the Company may terminate or limit the stock repurchase program at any time.

(3)
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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 financial statements included elsewhere in this document. When used herein, the terms "the Company,"
"Tapestry," "we," "us" and "our" refer to Tapestry, Inc., including consolidated subsidiaries. References to "Coach," "Stuart Weitzman," "Kate Spade" or "kate
spade new york" refer only to the referenced brand.

EXECUTIVE OVERVIEW

Tapestry, Inc. (the "Company") is a leading New York-based house of modern luxury accessories and lifestyle brands. Our global house of brands unites
the magic of Coach, kate spade new york and Stuart Weitzman. Each of our brands are unique and independent, while sharing a commitment to innovation
and authenticity defined by distinctive products and differentiated customer experiences across channels and geographies. We use our collective strengths to
move our customers and empower our communities, to make the fashion industry more sustainable, and to build a company that’s equitable, inclusive, and
diverse. Individually, our brands are iconic. Together, we can stretch what’s possible.

The Company has three reportable segments:

• Coach - Includes global sales of Coach products to customers through Coach operated stores, including e-commerce sites and concession shop-in-
shops, and sales to wholesale customers and through independent third party distributors.

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

• Stuart Weitzman - Includes global sales of Stuart Weitzman brand products primarily through Stuart Weitzman operated stores, including e-
commerce sites, sales to wholesale customers and through numerous independent third party distributors.

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

Acceleration Program

The guiding principle of the Company’s multi-year growth agenda under the Acceleration Program is to better meet the needs of each of its brands'
unique customers by:

• Sharpening our Focus on the Consumer: Operating with a clearly defined purpose and strategy for each brand and an unwavering focus on the
consumer at the core of everything we do

• Leveraging Data and Leading with a Digital-First Mindset: Building significant data and analytics capabilities to drive decision-making and
increase efficiency; Offering immersive customer experiences across our e-commerce and social channels to meet the needs of consumers who are
increasingly utilizing digital platforms to engage with brands; Rethinking the role of stores with an intent to optimize our fleet

• Transforming into a Leaner and More Responsive Organization: Moving with greater agility, simplifying internal processes and empowering
teams to act quickly to meet the rapidly changing needs of the consumer

In the first quarter of fiscal 2022, the Company continues to make meaningful progress against its Acceleration Program to sharpen its focus on the
consumer, leverage data to lead with a digital-first mindset and transform into a leaner and more responsive organization:

• Recruited over 1.6 million new customers across channels in North America, representing an increase of over 20% versus prior year, with
growth in stores and online;

• Drove higher repeat transactions and continued to reactivate lapsed customers across brands through a sharpened focus on the consumer;

• Realized low double-digit revenue gains with Chinese consumers globally compared to pre-pandemic levels, representing a sequential
improvement from the prior quarter;

• Increased global average unit retail ("AUR") across Coach, Kate Spade and Stuart Weitzman, reflecting strong brand momentum and
successful structural changes to lessen promotional activity and improve assortment productivity;
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• Advanced Digital capabilities through significant investments in the channel, including in talent, to improve the customer experience and drive
conversion, resulting in a sequential acceleration in revenue trends on a two-year basis; and

• Remain on track to realize gross run-rate savings of $300 million in FY22.

Recent Developments

Covid-19 Pandemic    

The disruptions related to Covid-19 have materially adversely impacted our operations, cash flow, and liquidity. The virus has impacted all regions
around the world, resulting in restrictions and shutdowns implemented by national, state, and local authorities. These requirements have resulted in closures of
our directly operated stores and locations of our wholesale partners globally, causing a significant reduction in sales starting in the third quarter of fiscal 2020.
While the vast majority of the Company's stores reopened for either in-store or curb-side service and have continued to operate since then, some store
locations have experienced temporary re-closures or are operating under tighter restrictions in compliance with local government regulation, and other stores
may be required to close again for an extended period of time due to the possibility of a resurgence of increased infections. The Company has noted that
certain geographies have experienced increased infection rates due to new variants of Covid-19, resulting in a decline in store traffic in these regions. The
Company currently expects that this trend will not have a material adverse impact on its financial results for Fiscal 2022. However, if such infections rates
continue to rise resulting in further declines in store traffic, the Company's financial results may be negatively impacted from that which is currently expected.

Furthermore, Covid-19 has and may continue to cause disruptions in the Company’s supply chain within our third-party manufacturers and logistics
providers. The Company manufactures a significant amount of its products from Southeast Asia, which has and continues to experience increased rates of
Covid-19. During the first quarter of fiscal 2022, certain of the Company’s third-party manufacturers, primarily located in Vietnam, have experienced ongoing
and longer-than-expected government mandated restrictions, which resulted in a significant decrease in production capacity for these third-party
manufacturers. In response, the Company took deliberate actions to mitigate the impact of these closures, such as shifting production to other countries,
adjusting its merchandising strategies, where possible, and increasing the use of air freight to expedite delivery. In October 2021, some of these third-party
manufacturers have begun to increase production capacity. The Company currently expects that these third-party manufacturers will return to full capacity in
fiscal 2022, however the exact timing remains uncertain. If capacity restrictions in our third-party manufacturer facilities persist beyond our current
expectations, our outlook might be negatively impacted from that which is currently expected.

The Company has been experiencing other global logistics challenges, such as delays as a result of port congestion, vessel availability, container
shortages for imported products and rising freight costs. These challenges are expected to persist throughout fiscal 2022. The Company expects both ocean
and air freight costs will continue to be higher as a result of elevated demand globally. The Company is working to mitigate delays through the strategic use of
air freight with greater frequency than in the past.

However, there is still uncertainty associated with the duration of these disruptions and the possibility of other effects on the business. We will continue to
monitor the rapidly evolving situation pertaining to the Covid-19 outbreak, including guidance from international and domestic authorities. In these
circumstances, the Company will need to adjust our operating plan. Refer to Part II, Item 1A. "Risk Factors" herein and as disclosed in our Annual Report on
Form 10-K for the year ended July 3, 2021.

The Company continues to take strategic actions in response to the current environment. The Company remains committed to driving SG&A savings,
including actions taken under the Acceleration Program. The Company will continue to consider near-term exigencies and the long-term financial health of
the business as clear steps are taken to mitigate the consequences of the Covid-19 pandemic.

Acceleration Program

The Company has implemented a strategic growth plan after undergoing a review of its business under the Acceleration Program, resulting in certain
costs to date reflecting: (i) actions to streamline the Company's organization; (ii) select store closures as the Company optimizes its fleet (including store
closure costs incurred as the Company exits certain regions in which it currently operates); and (iii) professional fees and compensation costs incurred as a
result of the development and execution of the Company's comprehensive strategic initiatives aimed at increasing profitability. Including charges taken in
fiscal 2020 and fiscal 2021, the Company expects to incur total pre-tax charges of approximately $205 - $220 million related to the Acceleration Program.
The Acceleration Program is expected to be substantially complete by the end of fiscal 2022. The Company achieved approximately $200 million of gross run
rate expense savings in fiscal 2021 and remains on track to realize gross run-rate savings of $300 million. Refer to Note 5, "Restructuring Activities," and the
"GAAP to Non-GAAP Reconciliation," herein, for further information.
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Current Trends and Outlook

The environment in which we operate is subject to a number of different factors driving global consumer spending. Consumer preferences,
macroeconomic conditions, foreign currency fluctuations and geopolitical events continue to impact overall levels of consumer travel and spending on
discretionary items, with inconsistent patterns across channels and geographies.

The outbreak of a novel strain of Covid-19 continues to impact a significant majority of the regions in which we operate, resulting in significant global
business disruptions. The widespread impact of Covid-19 resulted in temporary closures of directly operated stores globally, as well as at our wholesale and
licensing partners starting in fiscal 2020. Since then, certain directly operated stores and the stores of our wholesale and licensing partners have experienced
temporary re-closures or are operating under tighter restrictions in compliance with local government regulation. Covid-19 has also resulted in ongoing supply
chain challenges, such as logistic constraints, the closure of certain third-party manufacturers and increased freight costs. Refer to "Recent Developments,"
herein, for further information.

The global Covid-19 pandemic is continuously evolving and the extent to which this impacts the Company - including unforeseen increased costs to the
Company's business - will depend on future developments, which cannot be predicted, including the ultimate duration, severity and geographic resurgence of
the virus and the success of actions to contain the virus, including variants of the novel strain, or treat its impact, among others.

While pressures from supply chain disruptions and public health concerns due to mutations of Covid-19 virus linger, the International Monetary Fund
continues to forecast growth in the global economy, which is contingent on multilateral vaccination efforts by members of the organization. Additionally,
economists expect inflationary pressures to become more pronounced over the next year, which may be exacerbated if supply chain disruptions continue to
impact businesses, among other factors, such as increasing real-estate and rental rates as well as higher prices on imported goods. However, these inflationary
pressures may normalize to pre-pandemic levels during calendar year 2022, in the absence of unpredicted factors, based on current recovery and supported by
ample labor supply through wage increases in advanced economies.

Certain markets around the world have been faced with labor shortages, which have not impacted the Company's operations to date. If these trends
continue or worsen, it could potentially affect the Company's ability to attract and retain employees for its retail and fulfillment locations in the future.

Furthermore, currency volatility, political instability and potential changes to trade agreements or duty rates may contribute to a worsening of the
macroeconomic environment or adversely impact our business. Since fiscal 2019, the U.S. and China have both imposed tariffs on the importation of certain
product categories into the respective country, with limited progress in negotiations to reduce or remove the tariffs. However, while the U.S. has participated
in multi-national negotiations on trade agreements and duty rates, there continues to be a possibility of increases in tariffs on goods imported into the U.S.
from other countries.

Furthermore, certain tax legislation contemplated by the Biden Administration, including increasing the U.S. corporate tax rate, and by the Organization
for Economic Co-operation and Development, would have an adverse impact on our tax rate and financial results if passed as currently communicated.

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 II,
Item 1A. "Risk Factors" herein and as disclosed in our Annual Report on Form 10-K for the year ended July 3, 2021.
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FIRST QUARTER FISCAL 2022 COMPARED TO FIRST QUARTER FISCAL 2021

The following table summarizes results of operations for the first quarter of fiscal 2022 compared to the first quarter of fiscal 2021. All percentages
shown in the table below and the discussion that follows have been calculated using unrounded numbers.

Three Months Ended
 October 2, 2021 September 26, 2020 Variance
 (millions, except per share data)

 Amount
% of

net sales Amount
% of

net sales Amount %
Net sales $ 1,480.9 100.0 % $ 1,172.2 100.0 % $ 308.7 26.3 %
Gross profit 1,068.7 72.2 830.2 70.8 238.5 28.7 
SG&A expenses 773.7 52.2 628.0 53.6 145.7 23.2 
Operating income (loss) 295.0 19.9 202.2 17.3 92.8 45.9 
Interest expense, net 16.1 1.1 19.4 1.7 (3.3) (16.9)
Other expense (income) 2.2 0.2 (2.6) (0.2) 4.8 NM
Provision (benefit) for income taxes 49.8 3.4 (46.3) (4.0) 96.1 NM
Net income (loss) 226.9 15.3 231.7 19.8 (4.8) (2.1)
Net income (loss) per share:     

Basic $ 0.82  $ 0.84  $ (0.02) (2.5)
Diluted $ 0.80  $ 0.83  $ (0.03) (4.6)

NM - Not meaningful

GAAP to Non-GAAP Reconciliation

The Company’s reported results are presented in accordance with accounting principles generally accepted in the United States of America ("GAAP").
The reported results during the first quarter of fiscal 2022 and fiscal 2021 reflect certain items which affect the comparability of our results, as noted in the
following tables. Refer to "Non-GAAP Measures" herein for further discussion on the Non-GAAP measures.
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First Quarter Fiscal 2022 Items

Three Months Ended October 2, 2021
Item Affecting
Comparability

 
GAAP Basis

(As Reported) Acceleration Program
Non-GAAP Basis
(Excluding Items)

(millions, except per share data)
Coach 831.0 — 831.0 
Kate Spade 199.2 — 199.2 
Stuart Weitzman 38.5 — 38.5 

Gross profit $ 1,068.7 $ — $ 1,068.7 

Coach 465.3 1.4 463.9 
Kate Spade 162.0 1.4 160.6 
Stuart Weitzman 40.0 0.4 39.6 
Corporate 106.4 8.9 97.5 

SG&A expenses $ 773.7 $ 12.1 $ 761.6 

Coach 365.7 (1.4) 367.1 
Kate Spade 37.2 (1.4) 38.6 
Stuart Weitzman (1.5) (0.4) (1.1)
Corporate (106.4) (8.9) (97.5)

Operating income (loss) $ 295.0 $ (12.1) $ 307.1 

Provision for income taxes 49.8 (3.9) 53.7 
Net income (loss) $ 226.9 $ (8.2) $ 235.1 

Net income (loss) per diluted common share $ 0.80 $ (0.02) $ 0.82 

Adjustments within Gross profit are recorded within Cost of sales.

In the first quarter of fiscal 2022 the Company incurred charges as follows:

• Acceleration Program - Total charges incurred under the Acceleration Program are primarily share-based compensation and professional fees
incurred as a result of the development and execution of the Company's comprehensive strategic initiatives. Refer to the "Executive Overview"
herein and Note 5, "Restructuring Activities," for further information.

These actions taken together increased the Company's SG&A expenses by $12.1 million and reduced Provision for income taxes by $3.9 million,
negatively impacting Net income by $8.2 million or $0.02 per diluted share.

(1)

(1)
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First Quarter Fiscal 2021 Items

Three Months Ended September 26, 2020
Items Affecting Comparability

 
GAAP Basis

(As Reported) CARES Act Tax Impact Acceleration Program
Non-GAAP Basis
(Excluding Items)

(millions, except per share data)
Coach 644.9 — — 644.9 
Kate Spade 154.1 — — 154.1 
Stuart Weitzman 31.2 — — 31.2 

Gross profit $ 830.2 $ — $ — $ 830.2 

Coach 374.9 — 10.7 364.2 
Kate Spade 130.9 — 1.0 129.9 
Stuart Weitzman 31.2 — (2.4) 33.6 
Corporate 91.0 — 17.3 73.7 

SG&A expenses $ 628.0 $ — $ 26.6 $ 601.4 

Coach 270.0 — (10.7) 280.7 
Kate Spade 23.2 — (1.0) 24.2 
Stuart Weitzman — — 2.4 (2.4)
Corporate (91.0) — (17.3) (73.7)

Operating income (loss) $ 202.2 $ — $ (26.6) $ 228.8 

Provision for income taxes (46.3) (91.7) (5.8) 51.2 
Net income (loss) $ 231.7 $ 91.7 $ (20.8) $ 160.8 
Net income (loss) per diluted common share $ 0.83 $ 0.33 $ (0.08) $ 0.58 

Adjustments within Gross profit are recorded within Cost of sales.

In the first quarter of fiscal 2021, the Company incurred charges as follows:

• CARES Act Tax Impact - Total amount primarily relates to the income tax benefits, most notably as a result of the Net Operating Loss ("NOL")
carryback claim. Refer to Note 14, "Income Taxes" for further information.

• Acceleration Program - Total charges incurred under the Acceleration Program are primarily professional fees incurred as a result of the
development and execution of the Company's strategic initiatives, as well as actions to streamline the Company's organization, which include
severance. Refer to the "Executive Overview" herein and Note 5, "Restructuring Activities," for further information.

    These actions taken together increased the Company's SG&A expenses by $26.6 million and reduced Provision for income taxes by $97.5 million,
positively impacting Net income by $70.9 million or $0.25 per diluted share.

Tapestry, Inc. Summary – First Quarter of Fiscal 2022

Currency Fluctuation Effects

The change in net sales and gross margin for the first quarter of fiscal 2022 compared to the first quarter of fiscal 2021 has been presented both including
and excluding currency fluctuation effects. All percentages shown in the tables below and the discussion that follows have been calculated using unrounded
numbers.

(1)

(1)

28



Net Sales

In addition to comparisons to fiscal year 2021 results, the Company has provided comparisons to certain fiscal year 2020 results, which the Company
believes is useful to investors and others in evaluating the Company’s results, due to the significant impact of the Covid-19 pandemic on the Company’s
operations and financial results, which started in the second half of fiscal year 2020.

Three Months Ended Variance
October 2,

2021
September 26,

2020 Amount %
Constant Currency

Change
% Change versus

FY20
(millions)

Coach $ 1,114.9 $ 875.4 $ 239.5 27.4 % 25.6 % 15.4 %
Kate Spade 299.5 240.4 59.1 24.5 23.8 (2.0)
Stuart Weitzman 66.5 56.4 10.1 17.9 14.8 (23.1)

Total Tapestry $ 1,480.9 $ 1,172.2 $ 308.7 26.3 24.7 9.1 

Net sales in the first quarter of fiscal 2022 increased 26.3% or $308.7 million to $1.48 billion. Excluding the effects of foreign currency, net sales
increased by 24.7% or $289.6 million.

• Coach Net Sales increased 27.4% or $239.5 million to $1.11 billion in the first quarter of fiscal 2022. Excluding the impact of foreign currency, net
sales increased 25.6% or $223.9 million. This increase in net sales is primarily attributed to an increase of $183.9 million in net global retail sales
driven by higher global e-commerce sales and store sales in North America, partially offset by lower store sales in Other Asia, including Japan, due
to the impact of Covid-19. This increase in net sales is also partially attributed to a $37.9 million increase in wholesale sales.

• Kate Spade Net Sales increased 24.5% or $59.1 million to $299.5 million in the first quarter of fiscal 2022. Excluding the impact of foreign currency,
net sales increased 23.8% or $57.3 million. This increase is primarily due to an increase of $43.2 million in net global retail sales driven by higher
store sales and global e-commerce sales in North America, partially offset by lower store sales in Other Asia, notably Japan, as well as Greater
China. This increase in net sales is also partially attributed to a $15.3 million increase in wholesale sales.

• Stuart Weitzman Net Sales increased 17.9% or $10.1 million to $66.5 million in the first quarter of fiscal 2022. Excluding the impact of foreign
currency, net sales increased 14.8% or $8.4 million. This increase was primarily due to a net increase of $5.0 million in the retail business, which is
attributed to an increase in global e-commerce sales and an increase in store sales in North America and mainland China, partially offset by store
closures. This increase in net sales is also partially attributed to a $3.4 million increase in wholesale sales.

Gross Profit

Three Months Ended
October 2, 2021 September 26, 2020 Variance

(millions)
Amount % of Net Sales Amount % of Net Sales Amount %

Coach $ 831.0 74.5 % $ 644.9 73.7 % $ 186.1 28.8 %
Kate Spade 199.2 66.5 154.1 64.1 45.1 29.3 
Stuart Weitzman 38.5 57.9 31.2 55.3 7.3 23.4 
Tapestry $ 1,068.7 72.2 $ 830.2 70.8 $ 238.5 28.7 

Gross profit increased 28.7% or $238.5 million to $1.07 billion in the first quarter of fiscal 2022 from $830.2 million in the first quarter of fiscal 2021.
Gross margin for the first quarter of fiscal 2022 was 72.2% as compared to 70.8% in the first quarter of fiscal 2021. Gross margin increased 140 basis points
and on a constant currency basis, gross margin increased 130 basis points from the first quarter of fiscal 2021.

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 due 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.
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• Coach Gross Profit increased 28.8% or $186.1 million to $831.0 million in the first quarter of fiscal 2022 from $644.9 million in the first quarter of
fiscal 2021. Gross margin increased to 74.5% in the first quarter of fiscal 2022 from 73.7% in the first quarter of fiscal 2021. Gross margin increased
80 basis points and gross margin was not materially impacted by foreign currency. This increase in gross margin was primarily due to reduced
promotional activity and higher AUR, partially offset by unfavorable geography mix and higher inbound freight expense.

• Kate Spade Gross Profit increased 29.3% or $45.1 million to $199.2 million in the first quarter of fiscal 2022 from $154.1 million in the first quarter
of fiscal 2021. Gross margin increased to 66.5% in the first quarter of fiscal 2022 from 64.1% in the first quarter of fiscal 2021. Gross margin
increased 240 basis points and gross margin was not materially impacted by foreign currency. This increase in gross margin was primarily due to
reduced promotional activity and higher AUR, partially offset by unfavorable geography mix and higher inbound freight expense.

• Stuart Weitzman Gross Profit increased 23.4% or $7.3 million to $38.5 million during the first quarter of fiscal 2022 from $31.2 million in the first
quarter of fiscal 2021. Gross margin increased to 57.9% in the first quarter of fiscal 2022 from 55.3% in the first quarter of fiscal 2021. Gross margin
increased 260 basis points and on a constant currency basis, gross margin increased 210 basis points from the first quarter of fiscal 2021. This
increase in gross margin was primarily due to reduced promotional activity and favorable geography mix, partially offset by higher inbound freight
expense.

Selling, General and Administrative Expenses ("SG&A")

Three Months Ended
October 2, 2021 September 26, 2020 Variance

(millions)
Amount % of Net Sales Amount % of Net Sales Amount %

Coach $ 465.3 41.7 % $ 374.9 42.8 % $ 90.4 24.1 %
Kate Spade 162.0 54.1 130.9 54.5 31.1 23.7 
Stuart Weitzman 40.0 60.2 31.2 55.2 8.8 28.4 
Corporate 106.4 NA 91.0 NA 15.4 17.0 
Tapestry $ 773.7 52.2 $ 628.0 53.6 $ 145.7 23.2 

SG&A expenses increased 23.2% or $145.7 million to $773.7 million in the first quarter of fiscal 2022 as compared to $628.0 million in the first quarter
of fiscal 2021. As a percentage of net sales, SG&A expenses decreased to 52.2% during the first quarter of fiscal 2022 from 53.6% in the first quarter of fiscal
2021. Excluding items affecting comparability of $12.1 million and $26.6 million in the first quarter of fiscal 2022 and fiscal 2021, respectively, SG&A
expenses increased 26.6% or $160.2 million to $761.6 million from $601.4 million in the first quarter of fiscal 2021. SG&A as a percentage of sales increased
to 51.4% as compared to 51.3% during the first quarter of fiscal 2021.

• Coach SG&A Expenses increased 24.1% or $90.4 million to $465.3 million in the first quarter of fiscal 2022 as compared to $374.9 million in the
first quarter of fiscal 2021. SG&A expenses as a percentage of net sales decreased to 41.7% during the first quarter of fiscal 2022 from 42.8% during
the first quarter of fiscal 2021. Excluding items affecting comparability of $1.4 million and $10.7 million in the first quarter of fiscal 2022 and fiscal
2021, respectively, SG&A expenses increased 27.3% or $99.7 million to $463.9 million during the first quarter of fiscal 2022; and SG&A expenses
as a percentage of net sales remained flat at 41.6% in the first quarter of fiscal 2022. This increase in SG&A expenses is primarily due to increased
marketing spend, most notably in digital, increased selling and operational costs in support of higher e-commerce sales and increased compensation
costs due to stores trending back to normal operations in the first quarter of fiscal 2022 as compared to the first quarter of fiscal 2021, where stores
were more notably impacted by Covid-19.

• Kate Spade SG&A Expenses increased 23.7% or $31.1 million to $162.0 million in the first quarter of fiscal 2022 as compared to $130.9 million in
the first quarter of fiscal 2021. As a percentage of net sales, SG&A expenses decreased to 54.1% during the first quarter of fiscal 2022 as compared
to 54.5% during the first quarter of fiscal 2021. Excluding items affecting comparability of $1.4 million and $1.0 million in the first quarter of fiscal
2022 and fiscal 2021, respectively, SG&A expenses increased 23.7% or $30.7 million to $160.6 million during the first quarter of fiscal 2022; and
SG&A expenses as a percentage of net sales decreased to 53.7% in the first quarter of fiscal 2022 from 54.0% in the first quarter of fiscal 2021. This
increase in SG&A expenses is primarily due to higher marketing spend most notably in digital, and increased compensation costs due to stores
trending back to normal operations in the first quarter of fiscal 2022 as compared to the first quarter of fiscal 2021, where stores were more notably
impacted by Covid-19 and increased selling and operational costs in support of higher e-commerce sales.
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• Stuart Weitzman SG&A Expenses increased 28.4% or $8.8 million to $40.0 million in the first quarter of fiscal 2022 as compared to $31.2 million in
the first quarter of fiscal 2021. As a percentage of net sales, SG&A expenses increased to 60.2% during the first quarter of fiscal 2022 as compared
to 55.2% during the first quarter of fiscal 2021. Excluding items affecting comparability of $0.4 million and $(2.4) million in the first quarter of
fiscal 2022 and fiscal 2021, respectively, SG&A expenses increased 17.9% or $6.0 million to $39.6 million during the first quarter of fiscal 2022
from $33.6 million during the first quarter of fiscal 2021; and SG&A expenses as a percentage of net sales decreased to 59.4% in the first quarter of
fiscal 2022 from 59.5% in the first quarter of fiscal 2021. This increase is primarily due to a true up of reserves in the first quarter of fiscal 2021 and
higher marketing spend most notably in digital in the first quarter of fiscal 2022.

• Corporate expenses, which are included within SG&A expenses discussed above but are not directly attributable to a reportable segment, increased
17.0% or $15.4 million to $106.4 million in the first quarter of fiscal 2022 as compared to $91.0 million in the first quarter of fiscal 2021. Excluding
items affecting comparability of $8.9 million and $17.3 million in the first quarter of fiscal 2022 and fiscal 2021, respectively, SG&A expenses
increased 32.3% or $23.8 million to $97.5 million in the first quarter of fiscal 2022 as compared to $73.7 million in the first quarter of fiscal 2021.
This increase in SG&A expenses was primarily driven by the gain on the sale of our corporate office in Hong Kong SAR, China in the first quarter of
fiscal 2021 and higher compensation costs.

Operating Income (Loss)

Three Months Ended
October 2, 2021 September 26, 2020 Variance

(millions)
Amount % of Net Sales Amount % of Net Sales Amount %

Coach $ 365.7 32.8 % $ 270.0 30.8 % $ 95.7 35.4 %
Kate Spade 37.2 12.4 23.2 9.6 14.0 60.8 
Stuart Weitzman (1.5) (2.3) — — (1.5) NM
Corporate (106.4) NA (91.0) NA (15.4) 17.0 
Tapestry $ 295.0 19.9 $ 202.2 17.3 $ 92.8 45.9 

Operating income increased 45.9% or $92.8 million to $295.0 million in the first quarter of fiscal 2022 as compared to an operating income of $202.2
million in the first quarter of fiscal 2021. Operating margin was 19.9% in the first quarter of fiscal 2022 as compared to 17.3% in the first quarter of fiscal
2021. Excluding items affecting comparability of $12.1 million and $26.6 million in the first quarter of fiscal 2022 and fiscal 2021, respectively, operating
income increased 34.2% or $78.3 million to $307.1 million in the first quarter of fiscal 2022 from $228.8 million in the first quarter of fiscal 2021; and
operating margin increased to 20.7% in the first quarter of fiscal 2022 as compared to 19.5% in the first quarter of fiscal 2021.

• Coach Operating Income increased 35.4% or $95.7 million to $365.7 million in the first quarter of fiscal 2022, resulting in an operating margin of
32.8%, as compared to $270.0 million and 30.8%, respectively, in the first quarter of fiscal 2021. Excluding items affecting comparability, Coach
operating income increased 30.8% or $86.4 million to $367.1 million from $280.7 million in the first quarter of fiscal 2021; and operating margin
was 32.9% in the first quarter of fiscal 2022 as compared to 32.1% in the first quarter of fiscal 2021.

• Kate Spade Operating Income increased 60.8% or $14.0 million to $37.2 million in the first quarter of fiscal 2022, resulting in an operating margin
of 12.4%, as compared to an operating income of $23.2 million and operating margin of 9.6% in the first quarter of fiscal 2021. Excluding items
affecting comparability, Kate Spade operating income increased 59.2% or $14.4 million to $38.6 million from $24.2 million in the first quarter of
fiscal 2021; and operating margin was 12.9% in the first quarter of fiscal 2022 as compared to 10.1% in the first quarter of fiscal 2021.

• Stuart Weitzman Operating Loss increased $1.5 million to $1.5 million in the first quarter of fiscal 2022, resulting in an operating margin of (2.3)%,
as compared to an operating loss of $0.0 million in the first quarter of fiscal 2021. Excluding items affecting comparability, Stuart Weitzman
operating loss decreased $1.3 million to $1.1 million, resulting in an operating margin of (1.6)%, as compared to operating loss of $2.4 million and
operating margin of (4.2)% in the first quarter of fiscal 2021.

Interest Expense, net

Interest expense, net decreased 16.9% or $3.3 million to $16.1 million in the first quarter of fiscal 2022 as compared to $19.4 million in the first quarter
of fiscal 2021. This decrease in interest expense, net is mainly due to lower interest expense due to the repayment of the Revolving Credit Facility during
fiscal 2021.

31



Other Expense (Income)

Other expense increased $4.8 million to $2.2 million in the first quarter of fiscal 2022 as compared to income of $2.6 million in the first quarter of fiscal
2021. This increase in other expense is related to an increase in foreign exchange losses.

Provision (Benefit) for Income Taxes

The effective tax rate was 18.0% in the first quarter of fiscal 2022 as compared to (25.0)% in the first quarter of fiscal 2021. Excluding items affecting
comparability, the effective tax rate was 18.6% in the first quarter of 2022 as compared to 24.1% in the first quarter of fiscal 2021. This decrease in our
effective tax rate was primarily attributable to the impact of vesting of equity compensation awards during the period and geographic mix of earnings.

Net Income (Loss)

Net income decreased 2.1% or $4.8 million to $226.9 million in the first quarter of fiscal 2022 as compared to $231.7 million in the first quarter of fiscal
2021. Excluding items affecting comparability, net income increased 46.2% or $74.3 million to a net income of $235.1 million in the first quarter of fiscal
2022 as compared to $160.8 million in the first quarter of fiscal 2021. This increase was primarily due to higher operating income.

Net Income (Loss) per Share

Net income per diluted share decreased 4.6% or $0.03 to $0.80 in the first quarter of fiscal 2022 as compared to $0.83 in the first quarter of fiscal 2021.
Excluding items affecting comparability, net income per diluted share increased 42.4% or $0.24 to $0.82 in the first quarter of fiscal 2022 as compared to
$0.58 in the first quarter of fiscal 2021. This change was 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 SG&A expenses, operating income, provision for income taxes,
net income and earnings per diluted share in the first quarter of fiscal 2022 and fiscal 2021 reflect certain items, including Acceleration Program costs in fiscal
2022 and fiscal 2021 and the CARES Act Tax Impact in fiscal 2021. 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.

The Company has historically reported comparable store sales, which reflects sales performance at stores that have been open for at least 12 months, and
includes sales from e-commerce sites. The Company excludes new stores, including newly acquired locations, from the comparable store base for the first
twelve months of operation. The Company excludes closed stores from the calculation. Comparable store sales are not adjusted for store expansions. Due to
extensive full and partial store closures resulting from the impact of the Covid-19 pandemic, comparable store sales are not reported for the three months
ended October 2, 2021 as the Company does not believe this metric is currently meaningful to the readers of its financial statements for this period.

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

The Company operates on a global basis and reports financial results in U.S. dollars in accordance with GAAP. Fluctuations in foreign currency exchange
rates can affect the amounts reported by the Company in U.S. dollars with respect to its foreign revenues and profit. Accordingly, certain material increases
and decreases in operating results for the Company and its segments have been presented both including and excluding currency fluctuation effects. These
effects occur from translating foreign-denominated amounts into U.S. dollars and comparing 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 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, GAAP
financial measures. Further, these non-GAAP measures may be unique to the Company, as they may be different from non-GAAP measures used by other
companies.

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

Cash Flows

Three Months Ended
October 2,

2021
September 26,

2020 Change
(millions)

Net cash provided by (used in) operating activities $ 21.8 $ 90.0 $ (68.2)
Net cash used in investing activities (428.4) (2.0) (426.4)
Net cash used in financing activities (346.2) (8.4) (337.8)
Effect of exchange rate changes on cash and cash equivalents (2.3) 8.0 (10.3)

Net increase/ (decrease) in cash and cash equivalents $ (755.1) $ 87.6 $ (842.7)

The Company’s cash and cash equivalents decreased by $755.1 million in the first quarter of fiscal 2022 as compared to an increase of $87.6 million in
the first three months ended of fiscal 2021, as discussed below.

Net cash provided by (used in) operating activities

Net cash provided by operating activities decreased $68.2 million due to changes in operating assets and liabilities of $178.4 million and lower net
income of $4.8 million, partially off by the impact of non-cash adjustments of $115.0 million.

The $178.4 million decrease in changes in operating asset and liability balances were primarily driven by the following:

• Accounts payable were a use of cash of $32.7 million in the first three months ended of fiscal 2022 compared to a source of cash of $135.1 million in
the first three months ended of fiscal 2021, primarily due to the extension of payment terms to certain vendors in the first quarter of fiscal 2021.

• Accrued liabilities were a use of cash of $140.3 million in the first three months ended of fiscal 2022 compared to a use of cash of $61.2 million in
the first three months ended of fiscal 2021, primarily attributed to the Annual Incentive Plan payment as the Company did not pay out under its
Annual Incentive Plan during fiscal 2021, partially offset by the timing of tax payments and employee-related costs.

• Inventories were a use of cash of $84.8 million in the first three months ended of fiscal 2022 compared to a use of cash of $57.5 million in the first
three months ended of fiscal 2021, primarily driven by increased inbound freight costs.

• Other assets were a source of cash of $48.5 million in the first three months ended of fiscal 2022 compared to a use of cash of $66.4 million in the
first three months ended of fiscal 2021, primarily related to the income tax receivable filed in the first quarter of fiscal 2021 primarily due to the
NOL carryback claim under the CARES Act.

Net cash used in investing activities

Net cash used in investing activities in the first three months ended of fiscal 2022 was $428.4 million as compared to a use of cash of $2.0 million in the
first three months ended of fiscal 2021, resulting in a $426.4 million increase in net cash used in investing activities.

The $428.4 million use of cash in the first three months ended of fiscal 2022 is primarily due to purchases of investments of $402.9 million and purchases
of property and equipment of $33.4 million, partially offset by proceeds from maturities and sales of investments $7.9 million.

The $2.0 million use of cash in the first three months ended of fiscal 2021 is primarily due to capital expenditures of $26.0 million, offset by the sale of
building of $23.9 million.

Net cash used in financing activities

Net cash used in financing activities was $346.2 million in the first three months ended of fiscal 2022 as compared to a use of cash of $8.4 million in the
first three months ended of fiscal 2021, resulting in a net increase in use of cash for financing activities of $337.8 million.

The $346.2 million of cash used in the first three months ended of fiscal 2022 was primarily due to repurchase of common stock of $250.0 million and
dividend payments of $69.6 million.

The $8.4 million use of cash in the first three months ended of fiscal 2021 was primarily due to taxes paid to net settle share-based awards of $8.2
million.
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Working Capital and Capital Expenditures

As of October 2, 2021, 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 $ 1,252.6 $ — $ 1,252.6 
Short-term investments 402.6 — 402.6 
Revolving Credit Facility 900.0 — 900.0 
3.000% Senior Notes due 2022 400.0 400.0 — 
4.250% Senior Notes due 2025 600.0 600.0 — 
4.125% Senior Notes due 2027 600.0 600.0 — 
Total $ 4,155.2 $ 1,600.0 $ 2,555.2 

As of October 2, 2021, approximately 21% of our cash and short-term investments were held outside the United States. The Company will likely repatriate
some portion of available foreign cash in the foreseeable future, and has recorded deferred taxes on certain earnings of non-US subsidiaries that are
deemed likely to be repatriated.

In October 2019, the Company entered into a definitive credit agreement whereby Bank of America, N.A., as administrative agent, the other agents party
thereto, and a syndicate of banks and financial institutions have made available to the Company a $900.0 million revolving credit facility, including sub-
facilities for letters of credit, with a maturity date of October 24, 2024 (the "Revolving Credit Facility"). Borrowings under the Revolving Credit Facility
bear interest at a rate per annum equal to, at the Borrowers’ option, either (a) an alternate base rate (which is a rate equal to the greatest of (i) the Prime
Rate in effect on such day, (ii) the Federal Funds Effective Rate in effect on such day plus ½ of 1% or (iii) the Adjusted LIBO Rate for a one month
Interest Period on such day plus 1%) or (b) a rate based on the rates applicable for deposits in the interbank market for U.S. Dollars or the applicable
currency in which the loans are made plus, in each case, an applicable margin. The applicable margin will be determined by reference to a grid, defined in
the Credit Agreement, based on the ratio of (a) consolidated debt plus operating lease liability less excess cash above $300 million to (b) consolidated
EBITDAR. Additionally, the Company pays a commitment fee at a rate determined by the reference to the aforementioned pricing grid. On May 19, 2020
(the "Effective Date"), the Company entered into Amendment No. 1 (the “Amendment”) to the Revolving Credit Facility. Under the terms of the
Amendment, during the period from the Effective Date until October 2, 2021, the Company must maintain available liquidity of $700 million (with
available liquidity defined as the sum of unrestricted cash and cash equivalents and available commitments under credit facilities, including the
Revolving Credit Facility). This requirement, among others that the Company is subject to during the period from the Effective Date until the compliance
certificate is delivered for the fiscal quarter ending July 3, 2021 (the “Covenant Relief Period”) have been fulfilled. Going forward, the Company must
comply on a quarterly basis with a maximum net leverage ratio of 4.0 to 1.0. The $900 million aggregate commitment amount under the Revolving
Credit Facility remained unchanged under the amendment. As of October 2, 2021, there were no borrowings outstanding under the Revolving Credit
Facility. Refer to Note 11, "Debt," for further information on our existing debt instruments.

In March 2015, the Company issued $600.0 million aggregate principal amount of 4.250% senior unsecured notes due April 1, 2025 at 99.445% of par
(the “2025 Senior Notes”). Furthermore, in June 2017, the Company issued $400.0 million aggregate principal amount of 3.000% senior unsecured notes
due July 15, 2022 at 99.505% of par (the "2022 Senior Notes"), and $600.0 million aggregate principal amount of 4.125% senior unsecured notes due
July 15, 2027 at 99.858% of par (the "2027 Senior Notes"). Furthermore, the indentures for the 2025 Senior Notes, 2022 Senior Notes and 2027 Senior
Notes contain certain covenants limiting the Company’s ability to: (i) create certain liens, (ii) enter into certain sale and leaseback transactions and (iii)
merge, or consolidate or transfer, sell or lease all or substantially all of the Company’s assets. As of October 2, 2021, no known events of default have
occurred. Refer to Note 11, "Debt," for further information on our existing debt instruments.

We believe that our Revolving Credit Facility is adequately diversified with no undue concentrations in any one financial institution. As of October 2,
2021, there were 12 financial institutions participating in the Revolving Credit Facility, with no one participant maintaining a combined maximum
commitment percentage in excess of 14%.

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, acquisition or integration-related costs, our restructuring initiatives, settlement of a

(1)

(1)

(1)

(2)

(3)

(3)

(3)

(1)    

(2)    

(3)    
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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 remainder of fiscal 2022 and beyond.
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, 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. This future operating performance and cash flow are subject to prevailing economic conditions, which is
uncertain as a result of Covid-19, and to financial, business and other factors, some of which are beyond the Company's control.

As part of our efforts to improve our working capital efficiency, we have worked with certain suppliers to revisit terms and conditions, including the
extension of payment terms. As an alternative to our payment terms, available to certain suppliers is a voluntary supply chain finance (“SCF”) program that
enables our suppliers to sell their receivables from the Company to a global financial institution on a non-recourse basis at a rate that leverages our credit
rating. We do not have the ability to refinance or modify payment terms to the global financial institution through the SCF program. No guarantees are
provided by the Company or any of our subsidiaries under the SCF program.

Reference should be made to our most recent Annual Report on Form 10-K and other filings with the SEC for additional information regarding liquidity
and capital resources. The Company expects total fiscal 2022 capital expenditures to be approximately $220 million.

Seasonality

The Company's results are typically affected by seasonal trends. During the first fiscal quarter, we build inventory for the holiday selling season. In the
second fiscal quarter, working capital requirements are reduced substantially as we generate higher net sales and operating income, especially during the
holiday months of November and December. Accordingly, the Company’s net sales, operating income and operating cash flows for the three months ended
October 2, 2021 are not necessarily indicative of that expected for the full fiscal 2022. 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, including pandemics such as Covid-19.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The Company's significant accounting policies are described in Note 3 to the audited consolidated financial statements in our Annual Report on Form 10-
K for fiscal 2021. 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
Management's Discussion and Analysis of Financial Condition and Results of Operations in our Annual Report on Form 10-K for fiscal 2021. As of
October 2, 2021, there have been no material changes to any of the critical accounting policies.

The Company performs its annual impairment assessment of goodwill as well as brand intangibles at the beginning of the fourth quarter of each fiscal
year. In all fiscal years, the fair values of our Coach brand reporting units significantly exceeded their respective carrying values. The fair values of the Kate
Spade brand reporting unit and indefinite-lived brand as of the fiscal 2021 testing date exceeded their respective carrying values by approximately 41% and
77%, respectively. Several factors could impact the Kate Spade brand's ability to achieve expected future cash flows, including continued economic volatility
and potential operational challenges related to the Covid-19 pandemic, the reception of new collections in all channels, the success of international expansion
strategies, the optimization of the store fleet productivity, the impact of promotional activity in department stores, and other initiatives aimed at increasing
profitability of the business. Given the relatively small excess of fair value over carrying value as noted above, if profitability trends decline during fiscal
2022 from those that are expected, it is possible that an interim test, or our annual impairment test, could result in an impairment of those assets.
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ITEM 3.     QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

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

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

Foreign Currency Exchange Rate Risk

Foreign currency exposures arise from transactions, including firm commitments and anticipated contracts, denominated in a currency other than the
entity’s functional currency, and from foreign-denominated revenues and expenses translated into U.S. dollars. The majority of the Company's purchases and
sales involving international parties, excluding international consumer sales, are denominated in U.S. dollars and, therefore, our foreign currency exchange
risk is limited. The Company is exposed to risk from foreign currency exchange rate fluctuations resulting from its operating subsidiaries’ transactions
denominated in foreign currencies. To mitigate such risk, certain subsidiaries enter into forward currency contracts. As of October 2, 2021 and July 3, 2021,
forward currency contracts designated as cash flow hedges with a notional amount of $52.2 million and $61.4 million, respectively, were outstanding. As a
result of the use of derivative instruments, we are exposed to the risk that counterparties to the derivative instruments will fail to meet their contractual
obligations. To mitigate the counterparty credit risk, we only enter into derivative contracts with carefully selected financial institutions. The Company also
reviews the creditworthiness of our counterparties on a regular basis. As a result of the above considerations, we do not believe that we are exposed to any
undue concentration of counterparty credit risk associated with our derivative contracts as of October 2, 2021.

The Company is also exposed to transaction risk from foreign currency exchange rate fluctuations with respect to various cross-currency intercompany
loans, payables and receivables. This primarily includes exposure to exchange rate fluctuations in the Chinese Renminbi, Japanese Yen, British Pound
Sterling and the Euro. To manage the exchange rate risk related to these balances, the Company enters into forward currency contracts. As of October 2, 2021
and July 3, 2021 the total notional values of outstanding forward foreign currency contracts related to these loans, payables and receivables were $304.1
million and $248.2 million, respectively.

The fair value of outstanding forward currency contracts included in current assets at October 2, 2021 and July 3, 2021 was $0.2 million and $0.3 million,
respectively. The fair value of outstanding foreign currency contracts included in current liabilities at October 2, 2021 and July 3, 2021 was $3.4 million and
$1.2 million, respectively. The fair value of these contracts is sensitive to changes in foreign currency exchange rates. A sensitivity analysis of the effects of
foreign exchange rate fluctuations on the fair values of our derivative contracts was performed to assess the risk of loss.

Interest Rate Risk

The Company is exposed to interest rate risk in relation to its Revolving Credit Facility entered into under the credit agreement dated October 24, 2019 as
amended on May 19, 2020, the 2025 Senior Notes, 2022 Senior Notes, 2027 Senior Notes (collectively the "Senior Notes") and investments.

Our exposure to changes in interest rates is primarily attributable to debt outstanding under the Revolving Credit Facility. Borrowings under the
Revolving Credit Facility bear interest at a rate per annum equal to, at the Company’s option, either (a) an alternate base rate (which is a rate equal to the
greatest of (i) the Prime Rate in effect on such day, (ii) the Federal Funds Effective Rate in effect on such day plus ½ of 1% or (iii) the Adjusted LIBO Rate
for a one month Interest Period on such day plus 1%) or (b) a rate based on the rates applicable for deposits in the interbank market for U.S. dollars or the
applicable currency in which the loans are made plus, in each case, an applicable margin. The applicable margin will be determined by reference to a grid, as
set forth in the Credit Agreement, based on the ratio of (a) consolidated debt plus operating lease liability to (b) consolidated EBITDAR. Furthermore, a
prolonged disruption on our business resulting from the Covid-19 pandemic may impact our ability to satisfy the terms of our Revolving Credit Facility,
including our liquidity covenant.

The Company is exposed to changes in interest rates related to the fair value of the Senior Notes. At October 2, 2021, the fair value of the 2025 Senior
Notes, 2022 Senior Notes and 2027 Senior Notes was approximately $651 million, $407 million and $657 million, respectively. At July 3, 2021, the fair value
of the 2025 Senior Notes, 2022 Senior Notes and 2027 Senior Notes was approximately $652 million, $407 million and $659 million, respectively. These fair
values are based on external pricing data, including available quoted market prices of these instruments, and consideration of comparable debt instruments
with similar interest rates and trading frequency, among other factors, and are classified as Level 2 measurements within the fair value hierarchy. The interest
rate payable on the 2022 and 2027 Senior Notes will be subject to adjustments from time to time if either Moody’s or S&P or a substitute rating agency (as
defined in the Prospectus Supplement furnished with the SEC on June 7, 2017) downgrades (or downgrades and subsequently upgrades) the credit rating
assigned to the respective Senior Notes of such series.

The Company’s investment portfolio is maintained in accordance with the Company’s investment policy, which defines our investment principles
including credit quality standards and limits the credit exposure of any single issuer. The primary objective of our investment activities is the preservation of
principal while maximizing interest income and minimizing risk. We do not hold any investments for trading purposes.
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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 October 2, 2021.

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. There were no changes in our internal control over financial reporting during the quarter ended October 2, 2021 that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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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 Tapestry, 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, contract disputes, insurance claims and litigation with present or former employees.

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

Although the Company's litigation as described above is routine and incidental to the conduct of Tapestry’s business, such litigation can result in large
monetary awards, such as 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 effect on the Company's business or
condensed consolidated financial statements.

ITEM 1A. RISK FACTORS

There are no material changes from the risk factors previously disclosed in Part I, Item 1A, Risk Factors of our Annual Report on Form 10-K for the
fiscal year ended July 3, 2021.

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

The following table provides information regarding the Company's purchases of shares of common stock during the first quarter of fiscal 2022 related to
the Company's share repurchase program:

Fiscal Period

Total Number
of Shares

Repurchased
Average Price per

Share

Total Number
of Shares Purchased
as Part of Publicly

Announced Plans or
Programs

Approximate Dollar
Value of Shares that May
Yet be Purchased Under
the Plans or Programs

(in millions, except share data and per share data)
July 4, 2021 - August 7, 2021 — $ — — $ — 
August 8, 2021 - September 4, 2021 2,998,586 41.69 2,998,586 475,002,168 
September 5, 2021 - October 2, 2021 3,095,638 40.38 3,095,638 350,002,198 

Total 6,094,224 6,094,224 

The Company repurchases its common shares under the repurchase program of $1.00 billion that was approved by the Board on May 9, 2019. Subsequent
to October 2, 2021, the Company announced that its Board of Directors authorized the additional repurchase of up to $1.00 billion of its outstanding
common stock. This authorization is incremental to the Company's existing authorization, under which $350.0 million remains. Refer to Note 17,
"Subsequent Events" for further information. Purchases of the Company's common stock were executed through open market purchases, including
through a purchase agreement under Rule 10b5-1.

ITEM 4.     MINE SAFETY DISCLOSURES

Not applicable. 

(1) (1)

(1)    
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ITEM 6.     EXHIBITS

10.1 Waiver, dated August 11, 2021, to the Credit Agreement, dated as of October 24, 2019 by and among Tapestry, Inc., Bank of America,
N.A. as Administrative Agent, JPMorgan Chase Bank, N.A. and HSBC Bank USA, N.A., as Co-Syndication Agents, and the other lenders
party thereto, incorporated by reference from Exhibit 10.44 to the Company’s Annual Report on Form 10-K

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

101.INS* XBRL Instance Document
Note: the instance document does not appear in the Interactive Data File because its XBRL tags are embedded within the Inline XBRL
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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http://www.sec.gov/Archives/edgar/data/0001116132/000111613221000020/exhibit1044-fy21.htm


SIGNATURE

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

 TAPESTRY, INC.
 (Registrant)
   
 By: /s/ Manesh B. Dadlani
 Name: Manesh B. Dadlani
 Title: Corporate Controller
  (Principal Accounting Officer)

Dated: November 12, 2021

 

41



EXHIBIT 31.1

I, Joanne C. Crevoiserat, certify that,

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

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

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

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

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

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

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

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

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

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

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

Date: November 12, 2021
 

By: /s/ Joanne C. Crevoiserat
Name: Joanne C. Crevoiserat
Title: Chief Executive Officer

 



I, Scott A. Roe, certify that, 

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

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

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

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

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

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

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

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

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

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

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

Date: November 12, 2021
 

By: /s/ Scott A. Roe
Name: Scott A. Roe
Title: Chief Financial Officer



EXHIBIT 32.1
 

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

(i)       the accompanying Quarterly Report on Form 10-Q of the Company for the fiscal quarter ended October 2, 2021 (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: November 12, 2021
 

By: /s/ Joanne C. Crevoiserat
Name: Joanne C. Crevoiserat
Title: Chief Executive Officer

 

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

 (i)       the accompanying Quarterly Report on Form 10-Q of the Company for the fiscal quarter ended October 2, 2021 (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: November 12, 2021
 

By: /s/ Scott A. Roe
Name: Scott A. Roe
Title: Chief Financial Officer

 


